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EXECUTIVE SUMMARY

INTRODUCTION

The LANDBANK Countryside Development Foundation, Inc. (LCDFI), formerly Land
Bank of the Philippines Educational Foundation, Inc. is a non-stock, non-profit
foundation that was incorporated in 1983 under the provisions of the Corporation Code.
The amended Articles of Incorporation was registered with the Securities and Exchange
Commission on January 5, 1993 under Registration No. 110790, embodying Land Bank
of the Philippines’ (LBP) commitment to spur development in the countryside particularly
among its priority sectors such as the small farmers and fisherfolks, agrarian reform
beneficiaries (ARBs), Countryside Financial Institutions, small and medium enterprises
and Overseas Filipino Workers (OFWs).

The initial seed money of LCDFI came from the donation of the LBP in the amount of
P5,000,000 which must be kept intact and invested in safe and high yield securities and
only the earnings thereof shall be used for the purpose of which LCDF| was created.
Annually, LBP transfers funds to LCDFI based on approved Work and Financial Plan.

The affairs and business of LCDFI| are directed by the Board of Trustees, which is
composed of a Chairman and seven trustees as members. The corporate officers are
the President, the Executive Director, the Corporate Secretary and the Corporate
Treasurer. One of the seven members of the Board of Trustees and two corporate
officers are officers of LBP.

LCDFI has 19 regular employees and 3 contractual employees as of December 31,
2024.

The registered office of LCDFI is located at the 14™ floor LANDBANK Plaza, M.H. Del
Pilar cor Dr. J. Quintos Sts., Malate, Manila.

SCOPE OF AUDIT

The audit covered the examination, on a test basis, of the accounts and financial
transactions of LCDFI for the period January 1 to December 31, 2024 in accordance with
the International Standards of Supreme Audit Institutions. We conducted our audit to
express an opinion on the fairness of presentation of the financial statements for the
years ended December 31, 2024 and 2023 and to assess compliance with pertinent
laws, rules and regulations, as well as adherence to prescribed policies and procedures.




FINANCIAL HIGHLIGHTS (In Philippine Peso)

1 Comparative Financial Position
. Increase/
Particulars 2024 2023 (Decrease)
Assets 57,514,147 75,955,142  (18,440,995)
Liabilities 12,339,737 9,679,370 2,660,367
Net Assets/ Equity 45,174,410 66,275,772  (21,101,362)
2. Comparative Results of Operations
- Increase
Particulars 2024 2023 (Decrease)
Revenues 46,420,231 38,523,462 7,896,769
Expenses 53,157,176 37,330,738 15,826,438
Net Surplus/(Deficit) (6,736,945) 1,192,724 (7,929,669)
3. Comparison of Budget and Actual Expenditures
Approved Actual .
Budget Expenditures Diffarance
A. Personnel Services 18,796,813 15,670,464 3,126,349
B. Maintenance and Other
Operating Expenses 36,731,235 32,002,460 4,728,775
C. Financial Expense 3,000 6,253 3,253
AUDITOR’S OPINION

The Auditor rendered an unmodified opinion on the fairness of presentation of the
financial statements of the LCDFI as at December 31, 2024 and 2023.

SIGNIFICANT AUDIT OBSERVATIONS AND RECOMMENDATIONS

7 11 Fund transfers to five Training Partners for the Financial Literacy Program (FLP)
of LCDFI totaling P3.633 million remain unliquidated as of December 31, 2024, and are
already past the prescribed timelines for liquidation, contrary to COA Circular Nos. 94-
013 and 2007-001.

We recommended and Management agreed to follow up with the five Training Partners
for submission of the liquidation reports on utilization of funds within the first semester of
2025, otherwise, pursue legal remedies available to LCDFI to hold persons responsible
accountable for the non-liquidation.



T I N TR w N N — - - m——

2. Disposal of 44 unserviceable properties has not yet been undertaken, contrary to
Section 79 of Presidential Decree (PD) No. 1445 and Part 1.A, Item 3.0 of COA-DBM
Joint Circular (JC) No. 2024-01, resulting in further deterioration of said properties and
loss of potential income had these been disposed through auction or negotiated sale.

We recommended and Management agreed to undertake disposal of the 44 properties
found unserviceable and defective, and to determine the value and appropriate mode of
disposal in accordance with Section 79 of PD No. 1445 and COA-DBM JC No. 2024-01.
STATUS OF TOTAL SUSPENSIONS, DISALLOWANCES AND CHARGES

As of December 31, 2024, LCDFI had an outstanding audit disallowance of P561,000.
There were no outstanding audit suspensions and charges at the end of the year.

STATUS OF IMPLEMENTATION OF PRIOR YEAR’S AUDIT RECOMMENDATIONS

The three audit recommendations in the Calendar Year (CY) 2023 Annual Audit Report
were implemented in CY 2024.
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PART I
AUDITED FINANCIAL STATEMENTS



REPUBLIC OF THE PHILIPPINES

COMMISSION ON AUDIT

Commonwealth Avenue, Quezon City

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees

LANDBANK Countryside Development Foundation, Inc.
14" Floor, LANDBANK Plaza

1598 M. H. Del Pilar cor. Dr. J. Quintos Sts.

Malate, Manila 1004

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of LANDBANK Countryside Development
Foundation, Inc. (LCDFI), a non-stock, non-profit organization, which comprise the
statements of financial position as at December 31, 2024 and 2023, and the statements
of financial performance, statements of changes in net assets/equity, statements of
cash flows for the years then ended, and statement of comparison of budget and actual
amount for the year ended December 31, 2024, 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 LCDFI| as at December 31, 2024 and 2023, and its
financial performance and its cash flows for the years then ended, and comparison of
budget and actual amount for the year ended December 31, 2024 in accordance with
International Public Sector Accounting Standards (IPSASs).

Basis for Opinion

We conducted our audits in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). 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 LCDFI in accordance with the Revised Code of
Conduct and Ethical Standards for Commission on Audit Officials and Employees (Code
of Ethics) together with the ethical requirements that are relevant to our audit of the
financial statements in the Philippines, and we have fulfiled 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 these financial
statements in accordance with IPSASs, 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
LCDFI's ability to continue as 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 LCDFI or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the LCDFI’s financial
reporting process.

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 ISSAIls 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 ISSAls, 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 LCDFI'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
LCDFI'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 LCDFI to cease to continue
as a going concern.
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. 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.

Report on Other Regulatory Requirements

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 the
Revenue Regulations 15-2010 in Note 25 and Revised Securities Regulation Code Rule
68 in Note 28 to the CY 2024 financial statements are presented for purposes of filing
with the Bureau of Internal Revenue and the Securities and Exchange Commission,
respectively, and are not a required part of the basic financial statements. Such
supplementary information are the responsibility of management and have been
subjected to the auditing procedures applied in our audits of the basic financial
statements. In our opinion, the supplementary information are fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

COMMISSION ON AUDIT

b

MARIE FRANCES HAZEL S. ACEBEDO
Supervising Auditor

March 5, 2025



LANDBANK Countryside ‘
Development Foundation, Inc. V

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of LANDBANK Countryside Development Foundation, Inc. is responsible for
the preparation and fair presentation of the financial statements, including the schedules
attached therein, for the year(s) ended December 31, 2024 and 2023, in accordance with the
prescribed financial reporting framework indicated therein, 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 LANDBANK
Countryside Development Foundation, Inc.’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 LANDBANK Countryside Development
Foundation, Inc. or to cease operations, or has no realistic alternative to do so.

The Board of Trustees is responsible for overseeing LANDBANK Countryside Development
Foundation, Inc. financial reporting process.

The Board of Trustees reviews and approves the financial statements including the schedules
attached therein, and submits the same to the members.

The Commission on Audit has audited the financial statements of the LANDBANK Countryside
Development Foundation, Inc. in accordance with International Standards of Supreme Audit
Institutions, and its report to the Board of Trustees, has expressed its opinion on the fairness
of presentation upon the completion of such audit.

by X f’zwé&,

CONSUELO N. PADILLA
Chairperson of the Board

. i

ROY C. OSCILLADA
Executive Director

ANNALEFEWM. BAUTISTA
Corporate™freasurer

February 12, 2025

14" Floor, LANDBANK Plaza, Land Bank of the Philippines, 1598 M.H. Dei Pilar cor. Dr. J. Quintos Sts., Malate, Manila 1004
T (632) 85548360 * 86567488 * Telefax: (632) 8925286, Website: vww landbankfoundation.com, Email: info@landbankfoundation.com



LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.

STATEMENTS OF FINANCIAL POSITION
As at DECEMBER 31, 2024 and 2023

(In Philippine Peso)

Note 2024 2023
ASSETS
Current Assets
Cash and Cash Equivalents 4 1,166,472 1,874,931
Receivables 5 36,774,086 34,081,609
Financial Assets - Held-to-maturity 6 9,658,017 16,598,220
Inventories 7 9,360 13,440
Other Current Assets 8 2,755 85,683
Total Current Assets 47,610,690 52,653,883
Non-Current Assets
Receivables 5 486,017 457,250
Financial Assets - Held-to-maturity 6 8,797,291 22,482,820
Intangible Assets 9 34,667 50,667
Property and Equipment,net 10 585,482 310,522
Total Non-Current Assets 9,903,457 23,301,259
Total Assets 57,514,147 75,955,142
LIABILITIES
Current Liabilities
Financial Liabilities 11 7,853,946 5,529,681
Inter-Agency Payables 12 394,572 309,431
Provisions 13 4,091,219 3,840,258
Total Current Liabilities 12,339,737 9,679,370
Total Liabilities 12,339,737 9,679,370
Net Assets 45,174,410 66,275,772
NET ASSETS/EQUITY
Accumulated Surplus/(Deficit) 23 29,495,726 25,757,279
Retained Earnings 15, 23 15,678,684 40,518,493
Total Net Assets/ Equity 45,174,410 66,275,772

The Notes on pages 10 to 35 form part of these financial statements.



LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.

STATEMENTS OF FINANCIAL PERFORMANCE

For the years ended DECEMBER 31, 2024 AND 2023

(In Philippine Peso)

Note 2024 2023

REVENUE

Grants and Donations 16 44,754,985 37,075,100

Business Income 17 1,661,905 1,448,362

Other Non-Operating Income 18 3,341 0

Total Revenue 46,420,231 38,523,462
EXPENSES

Personnel Services 19 16,218,504 16,565,302

Maintenance and Other Operating Expenses 20 36,830,279 20,683,392

Non-Cash Expenses 21 101,040 63,540

Financial Expenses 22 7,353 18,504

Total Expenses 53,157,176 37,330,738
Net Income/(Deficit) for the Period 6,736,945 1,192,724

The Notes on pages 10 to 35 form part of these financial statements.




LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.
STATEMENTS OF CHANGES IN NET ASSETS/EQUITY
For the years ended DECEMBER 31, 2024 AND 2023
(In Philippine Peso)

Accumulated Retained Total
Surplus/ (Deficit) Earnings
(Notes 15 &
(Note 23) 23)
BALANCE AT JANUARY 1, 2023 26,684,845 40,373,657 67,058,502
Add/(Deduct):
Net Surplus for the Year 1,192,724 0 1,192,724
Appropriation of Retained Earnings (144,836) 144,836 0
Other Adjustments (1,975,454) 0 (1,975,454)
BALANCE AT DECEMBER 31, 2023 25,757,279 40,518,493 66,275,772
Add/(Deduct):
Net Surplus for the Year (6,736,945) 0 (6,736,945)
Appropriation of Retained Earnings (160,191) 160,191 0
Other Adjustments 10,635,583 (25,000,000) (14,364,417)
BALANCE AT DECEMBER 31, 2024 29,495,726 15,678,684 45,174,410

The Notes on pages 10 to 35 form part of these financial statements.



LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.

STATEMENTS OF CASH FLOWS
For the years ended DECEMBER 31, 2024 AND 2023

(In Philippine Peso)

Note 2024 2023
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Inflows
Cash receipts from donors 29,098,513~ 25,970,226
Cash receipts from advances of employees 2,237,334 1,059,700
Cash Receipts from Employees 5,568 8,821
Income from trainings 60,000 0
Other Receivables 909,859 672,646
Total Cash Inflows 32,311,274 27,711,393
Cash Outflows
Cash payment to Government, suppliers and employees (54,263,750) (45,610,554)
Total Cash Outflows (54,263,750) (45,610,554)
Net Cash used in Operating Activities (21,952,476) (17,899,161)
CASH FLOWS FROM INVESTING ACTIVITIES
Cash Inflows
Proceeds from matured investments 6 41,500,000 25,000,000
Interest Received 104,017 467,139
Total Cash Inflows 41,604,017 25,467,139
Cash Outflows
Placements in investments 6 (20,000,000) (15,000,000)
Purchases of Property and Equipment (360,000) (174,995)
Total Cash Outflows (20,360,000) (15,174,995)
Net Cash provided by Investing Activities 21,244,017 10,292,144
Net Decrease in Cash and Cash Equivalents (708,459) (7,607,017)
Cash and Cash Equivalents, January 1 4 1,874,931 9,481,948
Cash and cash Equivalents, December 31 4 1,166,472 1,874,931

The Notes on pages 10 to 35 form part of these financial statements.




LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNT
For the year ended December 31, 2024

Budget on Cash Basis
Budgeted Amounts Actual Difference
Amounts on Final Budget
Original Final Compa!'able and Actual
Basis (Note 24)
RECEIPTS
Donation 72,106,635 47,399,883 13,200,000 34,199,883
Interest Income 354,400 500,000 104,017 395,983
Training Fees 0 0 60,000 (60,000)
Other Income 0 0 3,341 (3,341)
72,461,035 47,899,883 13,367,358 34,532,525
PAYMENTS
Personnel Services 24,776,000 18,797,000 15,670,464 3,126,536
Maintenance and Operating Expenses 47,719,000 36,527,000 32,002,460 4,524,540
Capital Outlay 250,000 180,000 180,000 0
Financial Expense 0 3,000 6,253 (3,253)
72,745,000 55,507,000 47,859,177 7,647,823
NET RECEIPTS/(PAYMENTS) (283,965) (7,607,117) (34,491,819) 26,884,702

The Notes on pages 10 to 35 form part of these financial statements.



LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2024 and 2023
(Amounts in Philippine Peso unless otherwise stated)

1. GENERAL INFORMATION

LANDBANK Countryside Development Foundation, Inc. (LCDFI) formerly Land Bank of
the Philippines (LANDBANK) Educational Foundation, Inc. is a non-stock, non-profit
foundation that was incorporated in 1983 under the provisions of the Corporation Code.
The amended Articles of Incorporation was registered with the Securities and Exchange
Commission on January 5, 1993 under Registration No. 110790, embodying Land Bank
of the Philippines’ commitment to spur development in the countryside particularly
among its priority sectors such as the small farmers and fisherfolks, agrarian reform
beneficiaries (ARBs), Countryside Financial Institutions, small and medium enterprises
and Overseas Filipino Workers (OFWs).

The registered office of LCDFI is located at the 14" floor LANDBANK Plaza, M.H. Del
Pilar cor Dr. J. Quintos Sts., Malate, Manila.

The financial statements of LCDF| were authorized for issue by the Board of Trustees on
January 31, 2025 and were signed on February 12, 2025 by the LCDFI Chairperson of
the Board of Trustees, President and Chief Executive Officer and Corporate Treasurer
as shown in the Statement of Management Responsibility for Financial Statements.

2. STATEMENT OF COMPLIANCE AND BASIS OF FINANCIAL STATEMENTS
PREPARATION

2.1. Statement of Compliance

The financial statements have been prepared in compliance with the International Public

Sector Accounting Standards (IPSASs) prescribed for adoption by the Commission on

Audit through COA Resolution No. 2014-003 dated January 24, 2014.

2.2. Basis of Financial Statements Preparation

The financial statements have been prepared based on historical cost, unless stated

otherwise. The Statements of Cash Flows are prepared using the direct method. The

financial statements are prepared on an accrual basis in accordance with the IPSASs.

The financial statements are presented in Peso (P) which is also the country’s functional
currency. Amounts are rounded off to the nearest peso, unless otherwise stated.
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3. SUMMARY OF MATERIAL ACCOUNTING POLICIES

The accounting policies adopted in the presentation of the Financial Statements are set
out below. These policies have been consistently applied throughout the year presented.

3.1. Financial Instruments
a. Recognition / Measurement
i Initial Recognition
The LCDFI recognizes a financial asset or a financial liability in its statements of financial
position when, and only when, the LCDFI becomes a party to the contractual provisions
of the instrument.
ii. Initial measurement
The financial asset or financial liability is recognized initially at its fair value. The initial
measurement of the financial asset or financial liability, except for those not at fair value
through surplus or deficit, includes transaction cost that are directly attributable to the
acquisition or issue of the financial asset and financial liability.
b. Financial Assets
i. Classification of financial assets
Financial assets Within the scope of IPSAS 41- Financial Instruments: Recognition and
Measurement, LCDFI shall classify financial assets as subsequently measured at
amortized cost, fair value through net assets/ equity or fair value through surplus or
deficit on the basis of both:

a) The entity’s management model for financial assets and

b) The contractual cash flow characteristics of the financial asset.

The LCDFI’s financial assets include: cash and cash equivalents, quoted and unguoted
financial instruments.

ii. Subsequent measurement

Non-derivative financial assets with fixed or determinable payments and fixed maturities
are classified as held-to-maturity when the LCDFI has the positive intention and ability to
hold it to maturity.

After initial measurement, held-to-maturity investments are measured at amortized cost

using the effective interest method. Amortized cost is calculated by applying the effective
interest rate to the gross carrying amount of a financial asset.

1"



iiii. Derecognition

The LCDFI derecognizes a financial asset when, and only when:

a) The contractual rights to the cash flows from the financial asset expire or are
waived.
b) The LCDFI has transferred its contractual rights to receive the cash flows of the

financial assets; or retains the contractual rights to receive the cash flows of the financial
assets, but assumes a contractual obligation to pay the cash flows to one or more
recipients in an arrangement that meets the conditions set forth in paragraph 16 of
IPSAS 41-Financial Instruments: Recognition and Measurement: and if, and only if,
LCDFI has met all of the following three conditions:

e The entity has no obligation to pay amounts to the eventual recipients unless it
collects equivalent amounts from the original asset. Short-term advances by the entity
with the right of full recovery of the amount lent plus accrued interest at market rates do
not violate this condition.

* The entity is prohibited by the terms of the transfer contract from selling or
pledging the original asset other than as security to the eventual recipients for the
obligation to pay them cash flows.

e The entity has an obligation to remit any cash flows it collects on behalf of the
eventual recipients without material delay. In addition, the entity is not entitled to reinvest
such cash flows, except for investments in cash or cash equivalents during the
settlement period from the collection date to the date required remittance to the eventual
recipients, and interest earned on such investments is passed to the eventual recipients.

iv. Impairment of financial assets

The LCDFI assesses at each reporting date whether there is objective evidence that a
financial asset or a 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 has 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 assets or the group of financial assets
that can be reliably estimated.

Evidence of impairment may include the following indicators:

1. The debtors or a group of debtors are experiencing significant financial difficulty
2. Default or delinquency in interest or principal payments

3. The probability that debtors will enter bankruptcy or other financial reorganization
4. Observable data indicates a measurable decrease in estimated future cash flows

(e.g. changes in arrears or economic conditions that correlate with defaults)
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For financial assets carried at amortized cost, the LCDFI first assesses whether
objective evidence of impairment exists individually for financial assets that are
individually significant. If the LCDF| determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk characteristics and
collectively assessed the impairment for which an impairment loss is, or continues to be,
recognized are not included in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been incurred, the amount of
the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future expected credit losses
that have not yet been incurred). The present value of the estimated future cash flows is
discounted at the financial asset’s original effective interest rate. If loan has a variable
interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate.

The camrying amount of the asset is reduced through the use of an allowance account
and the amount of the loss is recognized in surplus or deficit. Loans together with the
associated allowance are written off when there is no realistic prospect of future
recovery and all collateral has been realized or transferred to the LCDFI. If, in a
subsequent year, the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognized, the previously
recognized impairment loss is increased or reduced by adjusting the allowance account.
If a future write-off is later recovered, the recovery is credited to finance costs in surplus
or deficit.

c. Financial Liabilities

i. Classification of financial liabilities

Financial Liabilities within the scope of IPSAS 41- Financial Instruments: Recognition
and Measurement are classified as financial liabilities at fair value through surplus or
deficit, or financial liabilities at amortized cost, as appropriate. The entity determines the
classification of its financial liabilities at initial recognition.

The LCDFI’s financial liabilities include the accounts payable, inter-agency payable and
other payables.

ii. Subsequent measurement

After initial recognition, the LCDFI measures its financial liabilities at amortized cost
using the effective interest method, except for:

a) Financial liabilities at fair value through surplus or deficit:

b) Financial liabilities that arise when a transfer of a financial asset does not qualify
for derecognition or when the continuing involvement approach applies;

c) Financial guarantee contracts;

d) Commitments to provide a loan at a below-market interest rate; and
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e) Contingent consideration recognized by an acquirer in a public sector
combination to which IPSAS 40 applies.

iil. Derecognition

An entity shall remove a financial liability from its statement of financial position when,
and only when, it is extinguished.

The difference between the carrying amount of a financial liability extinguished or
transferred to another party and the consideration paid, including any non-cash assets
transferred or liability assumed, shall be recognized in surplus or deficit.

d. Offsetting a financial asset and financial liability

Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated statement of financial position when, and only when, an entity:

a) Currently has a legally enforceable right to set off the recognized amounts; and
b) Intends either to settle on a net basis, or to realize the asset and settle liability
simultaneously.

e. Fair value of financial instruments

The fair value of financial instruments that are traded in active markets at each reporting
date is determined by reference to quoted market prices or dealer price quotations (bid
price for long positions and ask price for short positions), without any deduction for
transaction costs.

3.2. Cash and Cash Equivalents

Cash and cash equivalents in the Statement of Financial Position comprise cash in bank
and cash on hand.

3.3. Inventories
Inventory is measured at cost upon initial recognition.

Inventories are recognized as an expense when consumed in the ordinary course of
operations.

3.4. Property, Plant and Equipment
a. Recognition

A

An item is recognized as property, plant and equipment (PPE) if it meets the
characteristics and recognition criteria as PPE.

The characteristics of PPE are as follows:
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i. Tangible items;

ii. Are held for use in the production or supply of goods or services, for rental to
others, or for administrative purposes; and

iii. Are expected to be used during more than one reporting period.
An item of PPE is recognized as an asset if:

I; it is probable that future economic benefits or service potential associated with
the item will flow to the entity;

ii. the cost of fair value of the item can be measured reliably; and

iii. the cost is at least P50,000.00

b. Measurement at recognition

An item recognized as property, plant and equipment is measured at cost.
Cost includes the following:

i. Its purchase price, including import duties and non-refundable purchase taxes,
after deducting trade discounts and rebates.

ii. Expenditures that are directly attributable to the acquisition of the items.
c. Subsequent Measurement

After recognition, all PPE are stated at cost less accumulated depreciation and
impairment losses.

When a major repair/replacement is done, its cost is recognized in the carrying amount
of the PPE as a replacement if the recognition criteria are satisfied.

All other repair and maintenance costs are recognized as expense in surplus or deficit
as incurred.

d. Depreciation

The depreciation charge for each period is recognized as expense.

Depreciation of an asset begins when it is available for use such as when it is in the
location and condition necessary for it to be capable of operating in the manner intended
by management.

For simplicity and to avoid proportionate computation, the depreciation is for one month
if the PPE is available for use on or before the 15" of the month. However, if the PPE is
available for use after the 15" of the month, depreciation is for the succeeding month.

The straight-line method of depreciation is adopted.
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The LCDFI uses the life span of PPE prescribed by COA in determining the specific
estimated useful life (EUL) for each asset based on its experience, details below:

Classification EUL
1. Office Equipment
* |T- Equipment, Furniture and Fixtures 5
* Furniture and Fixtures 10
2. Leasehold Improvements
* Land 10
* Building
- Wood 10
- Mixed 20
- Concrete 30
3. Transportation Equipment
* Motor Vehicles 7

The LCDFI uses a residual value equivalent to at least 10 per cent of the cost of the
PPE.

e. Impairment

An asset’s carrying amount is written down to its recoverable amount, or recoverable
service amount, if the asset’s carrying amount is greater than its estimated recoverable
amount or recoverable service amount.

f. Derecognition

The LCDFI derecognizes items of PPE and/or any significant part of an asset upon
disposal or when no future economic benefits or service potential is expected from its
continuing use. Any gain or loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying amount of the asset) is
included in the surplus or deficit when the asset is derecognized.

3.5. Budget Information

The annual budget is approved on a cash basis and is published in the government
website.

In preparing the Statement of Comparison of Budget and Actual Amounts (SCBAA), the
following were observed:

a. In cases where there is no estimated revenue reflected on the approved budget,
the actual collections shall be considered as the estimated revenue (Final).

b. Only those collections pertaining to current year's revenue/income shall be
considered.
c. Only disbursements pertaining to current year'’s utilizations shall be considered.
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3.6. Related Parties

The LCDFI regards a related party as a person or an entity with the ability to exert
control individually or jointly, or to exercise significant influence over the LCDFI, or vice
versa.

3.7. Employee Benefits

The LCDFI employees are now part of the Government Insurance Service System
(GSIS), offering life and retirement insurance coverage. The transition from Social
Security System (SSS) membership for LCDFI employees began in January 2023.

The LCDFI recognizes the undiscounted amount of short-term employee benefits, like
salaries, wages, bonuses, allowance, etc., as expense and as a liability after deducting
the amount paid.

3.8. Measurement Uncertainty

The preparation of financial statements in conformity with IPSAS requires management
to make estimates and assumptions that affect the reporting amount of assets and
liabilities, and disclosure of contingent assets and liabilities, at the date of the financial
statements and the reported amounts of the revenue and expenses during the period.
Items requiring the use of significant estimates include the useful life of a capital asset,
estimated employee benefits, and rates of amortization.

Estimates are based on the best information available at the time of preparation of the
financial statements and are reviewed annually to reflect new information as it becomes
available. Measurement uncertainty exists in these financial statements. Actual results
could differ from these estimates.

3.9. Changes in Accounting Policies and Estimates

The LCDFI recognizes the effects of changes in accounting policy retrospectively. The
effects of changes in accounting policy are applied prospectively if retrospective
application is impractical.

The LCDFI recognizes the effects of changes in accounting estimates prospectively
through surplus or deficit.

The LCDFI corrects material prior period errors retrospectively in the first set of financial
statements authorized for issue after their discovery by:

a. Restating the comparative amounts for prior period(s) presented in which the
error occurred; or
b. If the error occurred before the earliest prior period presented, restating the

opening balances of assets, liabilities and net assets/equity for the earliest prior
period presented.

3.10. Revenue from Non-exchange Transactions

a. Recognition and measurement of assets from non-exchange transactions
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