Republic of the Philippines
COMMISSION ON AUDIT
3 Commontwealth Avenue, @ueson Citp, Philippines
CORPORATE GOVERNMENT AUDIT SECTOR
Cluster 1 -Banking and Credit

March 15, 2023

THE BOARD OF TRUSTEES
LANDBANK Countryside Development Foundation, Inc.

26th Floor LANDBANK Plaza
1598 M.H. Del Pilar cor. Dr. J. Quintos Sts

Malate, Manila 1004

Gentlemen:

Pursuant to Section 2, Article IX-D of the Philippine Constitution and Section 43 of Presidential
Decree No. 1445, otherwise known as the Government Auditing Code of the Philippines, we
transmit herewith the Auditor’s report on the results of audit of the accounts and transactions
of the LANDBANK Countryside Development Foundation, Inc. (LCDFI) for the years ended

December 31, 2022 and 2021.

rt consists of the Independent Auditor's Report, Audited Financial Statements,

The repo
f Implementation of Prior Year's Audit

Observations and Recommendations, and the Status o
Recommendations.

The Auditor rendered an unmodified opinion on the fairness of presentation of the financial
statements of the LDCFI for the years ended December 31, 2022 and 2021.

We acknowledge the support and cooperation that Management extended to the Audit Team,
thus facilitating the completion of the report.
Very truly yours,
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The Vice President
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Representatives The UP Law Center
The Chairperson — Senate Finance
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EXECUTIVE SUMMARY

INTRODUCTION

The LANDBANK Countryside Development Foundation, Inc. (LCDFI), formerly Land
Bank of the Philippines (LBP) 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 initial seed money of the Foundation came from the donation of the LBP in the
amount of five million pesos (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 the Foundation was created. Substantial donations came from the Bangko
Sentral ng Pilipinas.

The affairs and business of the Foundation are directed by the Board of Trustees which,
as at December 31, 2022 is composed of the Chairman and seven trustees as
members.

The corporate officers of the Foundation are composed of a President, an Executive
Director, a Corporate Secretary and a Corporate Treasurer.

As at December 31, 2022, one of the seven members of the Board of Trustees and two
of the three corporate officers are officers of LBP.

The Foundation has 20 regular employees and 1 contractual employee as at December
31, 2022.

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, 2022 in accordance with
the International Standards of Supreme Audit Institutions, to enable us to express an
opinion on the fairness of presentation of the financial statements for the years ended
December 31, 2022 and 2021. Also, we conducted our audit 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
; 2021 Increase/
Particulars 2022 (As restated) (Decrease)
Assets 74,800,425 86,240,577 (11,440,152)
Liabilities 7,741,923 2,826,784 4,915,139
Net Assets/ Equity 67,058,502 83,413,793 (16,355,291)
2 Comparative Results of Operations
. 2021 Increase/
Pamicuints 2 (As restated) (Decrease)
Revenues 29,120,250 22,211,070 6,909,180
Expenses 34,798,311 24 076,641 10,721,670
Net Deficit (5,678,061) (1,865,571) (3,812,490)
3. Comparison of Budget and Actual Expenditures
Approved Actual
Budget Expenditures Difference
A. LCDFI Personnel Services 23,062,202 18,904,618 4,157,584
B. LCDFI Maintenance and Other
Operating Expenses 23,510,914 17,088,619 6,422,295
C. Financial Expense 2,750 2,750 0

INDEPENDENT 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, 2022 and 2021.

SUMMARY OF TOTAL SUSPENSIONS, DISALLOWANCES AND CHARGES
As of December 31, 2022, 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 six audit recommendations in the prior year's Annual Audit Report were fully
implemented.
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REPUBLIC OF THE PHILIPPINES
COMMISSION ON AUDIT
Corporate Government Audit Sector
Cluster 1 — Banking and Credit

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees

LANDBANK Countryside Development Foundation, Inc.
14t 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, 2022 and 2021, 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, 2022, 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, 2022 and 2021, 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, 2022 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 (ISSAls). 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
d we have fulfilled our other ethical

financial statements in the Philippines, and .
responsibilities in accordance with these requirements ‘and the Code gf Ethics. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide

a basis for our opinion.
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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 intemal 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 managsment
sither intends tfo liquidate the LCDF| or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for oversesing the LCDFI's financial
reporting process.

Auditor's Responsibilities for the Audit 6f the Financial Statements

Qur 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 ISSAls 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 misstatsmenit resulting from fraud is
higher than for one resulting from error, as fraud may involve coliusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

*  Obtain an understanding of intemal 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 coricern. 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.

. 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 2022 financial statements is presented for purposes of filing with the
Bureau of Intemal Revenue and the Securities and Exchange Commission, respectively,
and is not a required part of the basic financial statements. Such supplementary
information is the responsibility of management and has been subjected to the auditing
procedures applied in our audits of the basic financial statements. In our opinion, the
supplementary information is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

COMMISSION ON AUDIT

MARIE F HAZEL S. ACEBEDO
OIC, Supervising Auditor

March 2, 2023
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concern, disclosing as applicable, matters related to going concern and using the going
concern basis of accounting unless Management either intends to liguidate 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 stockholders.

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.

Sy Y. Fad e

CONSUELO N. PADILLA
Chairperson of the Board

ROY C. OSCILLADA
Executive Director

Corporate Treasurer

Signed this 2nd day of March 2023.
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LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.
STATEMENTS OF FINANCIAL POSITION
As at DECEMBER 31, 2022 and 2021
(In Philippine Peso)

2021
Note 2022 At snaiitadt
ASSETS
Current Assets
Cash and Cash Equivalents 4 9,481,948 6,476,855
Receivables 5 16,321,956 31,071,274
Inventeories 6 13,560 23,100
Other Current Assets 7 59,575 61,685
Total Current Assets 25,877,039 37,632,914
Non-Current Assets
Financial Assets - Held-to-maturity 8 48,132,317 47,559 479
Receivables 5 541,335 534,161
Intangible Assets 9 66,667 0
Property and Equipment,net 10 183,067 514,023
Total Non-Current Assets 48,923,386 48,607,663
Total Assets 74,800,425 86,240,577
LIABILITIES
Current Liabilities
Payables 11 3,282,252 1,598,240
Inter-Agency Payables 12 242 303 164,308
Provisions 13 4,205,407 1,059,695
Other Payables 14 11,961 4,541
Total Current Liabilities 7,741,923 2,826,784
Total Liabilities 7,741,923 2,826,784
Net Assets 67,058,502 83,413,793
NET ASSETS/EQUITY
Accumulated Surplus/(Deficit) 15, 23 26,684,845 43,209,620
Retained Eamings 16, 23 40,373,657 40,204,173
Total Net Assets/ Equity 23 67,058,502 83,413,793

“The Notes on pages 10 to 34 form part of these financial statements.



LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.
STATEMENTS OF FINANCIAL PERFORMANCE
For the years ended DECEMBER 31, 2022 AND 2021
(In Philippine Peso)

2021
Note 2022 (as restated)

REVENUE

Grants and Donations 17 27,333,102 20,565,453

Business Income 18 1,787,148 1,645,617

Total Revenue 29,120,250 22,211,070
EXPENSES

Personnel Services 19 20,189,388 15,391,725

Maintenance and Other Operating Expenses 20 14,570,719 8,549,343

Non-Cash Expenses 21 34,474 134,923

Financial Expenses 22 3,730 650

Total Expenses 34,798,311 24,076,641
Net Deficit for the Period (5,678,061) (1,865,571)

The Notes on pages 10 to 34 form part of these financial statements.



LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.
STATEMENTS OF CHANGES IN NET ASSETS/EQUITY
For the years ended DECEMBER 31, 2022 AND 2021
(In Philippine Peso)

Accumulated Retained Total
Surplus/ (Deficit) Earnings
(Notes 15 (Notes 16
& 23) & 23)
BALANCE AT JANUARY 1, 2021 44,840,224 40,043,308 84,883,532
Add/(Deduct):
Net Deficit for the Year, as restated (1,865,571) 0 (1,865,571)
Appropriation of Retained Earnings (160,865) 160,865 0
Other Adjustments 395,832 0 395,832
BALANCE AT DECEMBER 31, 2021, as restated 43,209,620 40,204,173 83,413,793
Add/(Deduct):
Net Deficit for the Year (5,678,061) 0 (5,678,061)
Appropriation of Retained Earnings (169,329) 169,329 0
Other Adjustments (10,677,385) 165 (10,677,230)
BALANCE AT DECEMBER 31, 2022 26,684,845 40,373,657 67,058,502

The Notes on pages 10 to 34 form part of these financial statements.



LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.
STATEMENTS OF CASH FLOWS

For the years ended DECEMBER 31, 2022 AND 2021

(In Philippine Peso)

Note 2022 2021
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Inflows
Cash receipts from donors 41,373,355 25,342,361
Cash receipts from advances of employees 632,425 1,693,649
Cash Receipts from Employees 20,778 19,492
Income from trainings 285,285 36,969
Total Cash Inflows 42,311,843 27,092,471
Cash Outflows
Cash payment to Government, suppliers and employees (40,242,098) (31,433,805)
Total Cash Outflows (40,242,098) (31,433,805)
Net Cash provided by/(used) in Operating Activities 2,069,745 (4,341,334)
CASH FLOWS FROM INVESTING ACTIVITIES
Cash Inflows
Proceeds from matured investments 8 10,438,559 10,556,964
Interest Received 496,789 843,959
Total Cash Inflows 10,935,348 11,400,923
Cash Outflows
Placements in investments 8 (10,000,000) (8,000,000)
Total Cash Outflows (10,000,000) (8,000,000)
Net Cash provided by Investing Activities 935,348 3,400,923
Net Increase/(Decrease) in Cash and Cash Equivalents 3,005,093 (940,411)
Cash and Cash Equivalents, January 1 4 6,476,855 7,417,266
Cash and cash Equivalents, December 31 4 9,481,948 6,476,855

The Notes on pages 10 to 34 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, 2022

Budgeted Amounts Actual Amounts __ Difference
Final Budget and
on Comparable Actial
Original Final i
g Basis (Note 24)
RECEIPTS
Donation 36,000,000 29,000,000 20,835,180 8,164,820
Interest Income 1,000,000 1,000,000 496,789 503,211
Other Income 0 93,856 93,856 0
37,000,000 30,093,856 21,425,825 8,668,031
PAYMENTS
Personnel Services 20,526,826 23,062,202 18,904,618 4,157 584
Maintenance and Operating Expense: 27,229,524 23,510,914 17,088,619 6,422,295
Financial Expense 1,000 2,750 2,750 0
47,757,350 46,575,866 35,995,987 10,579,879
NET RECEIPTS/(PAYMENTS) (10,757,350) (16,482,010) (14,570,162) (1,911,848)

The Notes on pages 10 to 34 form part of these financial statements.



LANDBANK COUNTRYSIDE DEVELOPMENT FOUNDATION, INC.
NOTES TO FINANCIAL STATEMENTS
December 31, 2022 and 2021
(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 the Foundation is located in 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
January 27, 2023 and were signed on January 27, 2023 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 SIGNIFICANT 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. Initial Recognition

The LCDFI recognizes a financial asset or a financial liability in its statements of financial
position when, and only when, the LDCFI becomes a party to the contractual provisions
of the instrument.

b. 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.

c. Financial Assets
i Classification of financial assets

Financial assets within the scope of IPSAS 29- Financial Instruments: Recognition and
Measurement are classified as financial assets at fair value through surplus or deficits,
held-to-maturity investments and receivables. The entity determines the classification of
its financial assets at initial recognition.

The LCDFI's financial assets include: cash and cash equivalents, quoted and unquoted
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, less impairment. Amortized cost is calculated by
considering any discount or premium on acquisition and fees or costs that are integral
part of the effective interest rate. The losses arising from impairment are recognized in
surplus or deficit.

iiii Derecognition

The LCDFI derecognizes a financial asset or, where applicable, a part of financial asset
of LCDFI of similar assets when:

1. The contractual rights to the cash flows from the financial asset expire or are
waived; and

11



2, The LCDFI has transferred its contractual rights to receive the cash flows of the
financial assets; or retained 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 IPSAS 29-
Financial Instruments: Recognition and Measurement; and either the LCDFI has:

o transferred substantially all the risks and rewards of ownership of financial
asset;

e retained substantially all the risks and rewards of ownership of the financial
assets; or

* neither transferred nor retained substantially all the risks and rewards of
ownership of the financial asset, but transferred the control of the financial
asset

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 delinguency 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)

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 LCDFI 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

12



interest rate, the discount rate for measuring any impairment loss is the current effective
interest rate.

The carrying 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.

d. Financial Liabilities

i. Classification of financial liabilities

Financial Liabilities within the scope of IPSAS 29- 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 LCDF| measures its financial liabilities at amortized cost
using the effective interest method, except for:

3 Financial liabilities at fair value through surplus or deficit;

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

3. Financial guarantee contracts; and
4, Commitments to provide a loan at a below-market interest rate.
il. Derecognition

A financial liability is derecognized when, and only when, the obligation specified in the
contract is discharged, waived, cancelled or expires.

When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a derecognition of the original
liability and the recognition of new liability, and the difference in the respective carrying
amounts is recognized in surplus or deficit.

13



e. Offsetting a financial asset and financial liability

Financial assets and financial liabilities are offset and the net amount reported in the
consolidated statement of financial position if, and only if, there is currently enforceable
legal right to offset the recognized amounts and there is an intention to settle a net basis
or to realize the assets and settle the liabilities simultaneously.

The conditions set out are generally not satisfied and offsetting is usually inappropriate
when several different financial instruments are used to emulate the features of a single
financial instrument, financial assets and financial liabilities arise from financial
instruments having the same primary risk exposure but involve different counterparties,
financial or other assets are pledge as collateral for non-recourse financial liabilities,
financial assets are set aside in trust by a debtor for the purpose of discharging an
obligation without those assets having been accepted by the creditor in settlement of the
obligation or obligations incurred as a result of events giving rise to losses are expected
to be recovered from a third party by virtue of a claim made under an insurance contract.
f. 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

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:
k 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.

14



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;

. 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.

A PPE acquired through non-exchange transaction is measured at its fair value as at the
date of acquisition.

The cost of the PPE is the cash price equivalent or, for PPE acquired through non-
exchange transaction, its cost is its fair value as at recognition date.

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 is directly attributable to the acquisition of the items; and

Initial estimate of the costs of dismantling and removing the item and restoring the site
on which it is located, the obligation for which an entity incurs either when the item is
acquired, or as a consequence of having used the item during a particular period for a
purpose other than to produce inventories during that period.

c. Subsequent Measurement

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

When significant parts of PPE are required to be replaced at intervals, the LCDFI
recognizes such parts as individual assets with specific useful lives and depreciates
them accordingly. Likewise, 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

Each part of an item of PPE with a cost that is significant in relation to the total cost of
the item is depreciated separately.

The depreciation charge for each period is recognized as expense.
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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.

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:
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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.

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 employees of LCDFI are members of the Social Security System (SSS), which
provides life and retirement insurance coverage.

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
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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

An inflow of resources from non-exchange transaction, other than services in-kind that
meets the definition of an asset are recognized as asset if the following criteria are met:

i. It is probable that the future economic benefits or service potential associated
with the asset will flow to the entity; and

ii. The fair value of the asset can be measured reliably.

An asset acquired through a non-exchange transaction is initially measured at its fair
value as the date of acquisition.

b. Recognition of revenue from non-exchange transactions

An inflow of resources from a non-exchange transaction recognized as an asset is
recognized as revenue, except to the extent that a liability is also recognized in respect
of the same inflow.

As LCDFI satisfies a present obligation recognized as a liability in respect of an inflow of
resources from a non-exchange transaction recognized as an asset, it reduces the
carrying amount of the liability recognized and recognizes an amount of revenue equal
to that reduction.

C. Measurement of revenue from non-exchange transactions

Revenue from non-exchange transactions is measured at the amount of the increase in
net assets recognized by the entity, unless a corresponding liability is recognized.

d. Measurement of liabilities on initial recognition from non-exchange transactions

The amount recognized as a liability in a non-exchange transaction is the best estimate
of the amount required to settle the present obligation at the reporting date.

e. Gifts and donations

The LCDFI| recognizes the assets and revenue from gifts and donations when it is
probable that the future economic benefits or service potential will flow to the entity and
the fair value of the assets can be measured reliably.

Goods in-kind are recognized as assets when the goods are received, or there is a

binding arrangement to receive the goods. If goods in-kind are received without
conditions attached, revenue is recognized immediately. If conditions are attached, a
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