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We appreciate the invaluable support and cooperation extended by the officials
and staff of the District during the audit engagement.

Very truly yours,
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Regional Director




Annex A

ANGAT WATER DISTRICT
Angat, Bulacan

AGENCY ACTION PLAN and
STATUS of IMPLEMENTATION
Audit Observations and Recommendations
For the Calendar Years 2017 and 2016

As of
Agency Action Plan Reason for
Target PartialDelay/ |  Action
Implementation Non- Taken/
Audit Audit Action Person/ Date Status of Implementation,| Action to
Ref. | Observations | Recommendati Plan Dept. Responsible From To  |Implementation | ifapplicable | be Taken
Agency sign-off:
Name and Position of Agency Officer Date

Note: Status of implementation may either be (a) Fully Implemented; (b) Ongoing; (c) Not implemented:
(d) Partially Implemented; or (e) Delayed




Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. I1I
City of San Fernando, Pampanga

Tel No. (045) 455-4274 + Telefax No. (045) 455-4273 + Website: www.coa.gov.ph

August 27, 2018
Mr. ARTURO S. TORRES ANCAT WATER DISTRICT
General Manager ANGAY, BULATEN

R

Angat Water District F
Angat, Bulacan &

—aWiE

EY:
. DATE] B 3|-1%
Dear Manager Torres: TIME: _LI>3C AR -

We are pleased to transmit the Financial Audit Report on the audit of the Angat
Water District, Angat, Bulacan for the Calendar Years 2017 and 2016 in compliance with
Section 43 of the Government Auditing Code of the Philippines (PD No. 1445). The audit
was conducted in accordance with Philippine Standards on Auditing and we believe that
it provided a reasonable basis for the results of our audit.

The audit was conducted to (a) ascertain the degree of reliance that may be placed
on management’s assertions on the financial statements, (b) recommend agency
improvement opportunities; and (c) determine the extent of implementation of prior
years’ audit recommendations.

We rendered a qualified opinion on the fairness of presentation of the financial
statements because the effect of the deviations from the prescribed procedures affected
the account balances.

The audit report consists of Part I - Audited Financial Statements, Part II — Audit
Observations and Recommendations and Part III - Status of Implementation of Prior
Years” Unimplemented Audit Recommendations.

The audit observations and recommendations were discussed with concerned
officials of the District in the exit conference held on August 22, 2018. Management’s
comments were incorporated in the report, where appropriate.

We request that a status report, thru accomplishing the attached Agency Action
Plan and Status of Implementation (AAPSI) form, on the actions taken on the audit
recommendations be submitted within 60 days from receipt of this report, pursuant to
Section 88 of the General Provisions of the General Appropriations Act for FY 2017.




We appreciate the invaluable support and cooperation extended by the officials
and staff of the District during the audit engagement.

Very truly yours,

ﬁ.&" & U agm&/
% LYNN S.F. SICANG

Regional Director
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Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. I1I
City of San Fernando, Pampanga

Tel No. (045) 455-4274 » Telefax No. (045) 455-4273 « Website: www.coa.gov.ph

August 24, 2018

Ms. LYNN S.F. SICANGCO
Regional Director

COA Regional Office No. 111
City of San Fernando, Pampanga

Dear Director Sicangco:

We are pleased to submit herewith the Financial Audit Report on the audit of the
Angat Water District, Angat, Bulacan for the Calendar Years 2017 and 2016 in
compliance with Section 43 of the Government Auditing Code of the Philippines (PD No.
1445).

The audit was conducted to (a) ascertain the degree of reliance that may be placed
on management’s assertions on the financial statements: (b) recommend agency
improvement opportunities; and (c) determine the extent of implementation of prior
vears’ audit recommendations.

The attached report consists of Part | - Audited Financial Statements, Part II -
Audit Observations and Recommendations and Part III - Status of Implementation of
Prior Years’ Unimplemented Audit Recommendations.

We conducted our audit in accordance with Philippine Standards on Auditing and
we believe that it provided a reasonable basis for the audit results. We rendered a
qualified opinion on the fairness of presentation of the financial statements.

We acknowledge the invaluable support and cooperation extended by the officials
and staff of the District.

Very truly yours,

Supervising Auditor




Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. III
City of San Fernando, Pampanga

Tel No. (045) 455-4274 « Telefux No. (045) 455-4273 « Website: www.coa.gov.ph

August 24, 2018

Ms. CARMELITA R. ALVAREZ
Supervising Auditor

CGS A - Water Districts Audit Group
This Region

Madam:

We are pleased to submit herewith the Financial Audit Report on the audit of the
Angat Water District, Angat, Bulacan for the Calendar Years 2017 and 2016 in
compliance with Section 43 of the Government Auditing Code of the Philippines
(PD No. 1445).

The audit was conducted to (a) ascertain the degree of reliance that may be placed
on management’s assertions on the financial statements; (b) recommend agency
improvement opportunities; and (c) determine the extent of implementation of prior
vears’ unimplemented audit recommendations.

The attached report consists of Part I - Audited Financial Statements, Part II —
Audit Observations and Recommendations and Part III - Status of Implementation of
Prior Years’ Unimplemented Audit Recommendations. The audit observations and
recommendations were discussed with the officials concerned in the exit conference held

on August 22, 2018.

We conducted our audit in accordance with Philippine Standards on Auditing and
we believe that it provided a reasonable basis for the audit results.

We acknowledge the invaluable support and cooperation extended by the officials

and staff of the District.

Very truly yours,

MA[?RMS{I‘ELO
Audit Team Leader




EXECUTIVE SUMMARY

A. Introduction

Pursuant to Presidential Decree (PD) No. 198, otherwise known as the “Local Water
Utilities Administration Act of 1973 as amended by PD Nos. 768 and 1479, and by
virtue of the Sangguniang Bayan Resolution, the District was created in 1987. On June
11, 1987, the Conditional Certificate of Conformance No. 292 was issued by Local Water
Utilities Administration (LWUA) to a newly-formed water district to operate under the
standard specification.

As at December 31, 2017, the District has 12 pumping stations, five elevated steel tanks,
two steel bolted tanks, and one concrete tank which serve 14 barangays with 9,319 total
active service connections. The District is categorized as “Category C” water district
pursuant to the Revised Local Water District Manual on Categorization, Re-
Categorization and Other Related Matters (LWD-MaCRO) in March 2012,

Its mission is to develop more water sources and maintain highest level of operations. It
envisioned itself to have one hundred percent coverage and full satisfaction among its
consumers. Its primary goal is to provide sewage services and continuous supply of water
by 2020 and beyond.

The District’s Board of Directors is composed of the following:

Name Position/Designation Sector
Engr. Francisco G. Vicente Chairperson Professional
Ms. Mauricia T. Santiago Vice-Chairperson Business
Mrs. Priscilla P. Rigoroso Secretary Education
Mrs. Erlinda V. Carpio Member Women

The District has 29 permanent employees and three job orders, headed by General
Manager Arturo S. Torres.

B

Financial Highlights

comparative analysis of the District’s Financial Position and Results of Operation for
5 2017 and 2016 are shown below.

| 2017 | 2016
Financial Position
Assets P 95,408,064.86 P 86,526,577.50
Liabilities 16,889,053.49 18,439,577.38
Equity 78,519,011.37 68,087,000.12




| 2017 | 2016
Results of Operations

Income 51,192,282 45 46,573,250.05
Expenses 40,846,268.96 34,930,614.39
Net Income P 10,346,013.49 P 11,642,635.66

C.  Scope of Audit

We conducted an audit of the financial transactions and operations of the Angat Water
District for the years ended December 31, 2017 and 2016 on a sampling basis in
accordance with the Philippine Standards on Auditing and Corporate Government Sector
Memorandum dated October 3, 2017 prescribing the General Audit Instructions on the
2017 Audit of Water Districts and Preparation of the Annual Audit Reports. We believe
that the audit evidence we have obtained is sufficient to provide a basis for our audit
opinion. The audit was conducted to (a) ascertain the degree of reliance that may be
placed on management’s assertions on the financial statements; (b) recommend agency
improvement opportunities; and (c) determine the extent of implementation of prior
years’ audit recommendations.

D. Independent Auditor’s Report

The Auditor rendered a qualified opinion on the fairness of presentation of the financial
statements of the District for the years ended December 31, 2017 and 2016 due to
accounting errors and deficiencies that significantly misstated the assets, liabilities and
equity accounts, as follows: (a) net understatement of PPE of P611,520.00 and
Accumulated Depreciation accounts of P262,002.24 and overstatement of Intangible
Assets, Accumulated Amortization and Retained Earnings accounts by P716,672.00,
$313,562.11 and P53,592.13, respectively, due to misclassifications of accounts
amounting to P1,136,289.00; (b) net understatement of Cash — Collecting Officer and
Retained Earnings accounts by P142,048.00 because of several erroneous recording of
gollections; (c) overstatement of Retained Earnings in the amount of P133,432.81 and
wnderstatement of Due to BIR and Due to GSIS accounts by P54,990.60 and $78,442.21,
tively, as at year-end due to the failure to book up the accrued 2% franchise tax
government’s share in premiums contribution to Government Service Insurance
m (GSIS) and to the Employees’ Compensation Commission (ECC); (d)
tement of Land and Retained Earnings accounts by P61,265.00 because of
eeping deficiencies on some of the recorded transactions; and (e) understatement of
Due to NGAs and overstatement of Retained Earnings accounts both by P606,120.64
to failure to record fees payable to the Commission on Audit (COA).

recommended that the General Manager require the Senior Corporate Accountant to:
For PPE accounts, prepare the necessary adjusting entries to reclassify the

le items below P15,000.00 threshold and erroneous classification to proper

ii



accounts totaling P1,136,289.00 in accordance with the provision of COA Circular No.
2015-010 dated December 01, 2015;

(b)  For Cash — Collecting Officer account, prepare the necessary adjusting entries on
the erroneous recording of collections to present fairly the Cash — Collecting Officer
account in the financial statements;

(c)  For Inter — Agency Payable accounts, set-up the (i) Due to BIR account for the
accrued amount of franchise tax; and (ii) Due to GSIS account for the Retirement and
Life Insurance Premiums and ECC premiums contribution in compliance with Item 27 of
PAS 1 and Annex A of COA Circular No. 2015-010 dated December 01, 2015;

(d)  For Land account, prepare necessary adjusting entries on the erroneous recording
of cost of RPT and cost of lease contract of land amounting to P10,265.00 and
£51,000.00, respectively; and

{e)  For Due to NGAs account, record immediately the amount due to COA Region
118

E Summary of Other Significant Audit Observations and Recommendations

The other significant audit observations noted during the audit and the corresponding
endations are the following:

The District continuously availed the services of two private or commercial banks
depository in violation of DOF-Department Circular No. 001-2017 dated May 11,
7. thus, the District’s funds were exposed to possible loss in case of

y/bankruptcy of these private/commercial banks, and deprived the government
of the income which it could have realized. (Observation No. 7)

& recommended that the General Manager (a) strictly implement the revised guidelines
#uthorized government depository banks pursuant to Sections 2 of DOF-Department
No. 01-2017 dated May 11, 2017; and (b) make representation with the

depository banks such as: LBP — Baliwag or Sta. Maria Branch or PVB,
Branch for a Memorandum of Agreement for the daily pick-up of deposits of the
’s collections.

‘also recommended that Management obtain a Certification from the Philippine
Provincial Police evidencing that security and safety risks exist, if there is any,
it the same to the DOF together with the other documentary requirements
in Section 4 of the same Circular.

The collectability of inactive accounts totaling £2,050.169.30 which constituted

per cent of the account balance as of December 31, 2017 was remote due to
demand letters sent to delinquent concessionaires contrary to Section 64 of the

iii



Government Accounting and Auditing Manual (GAAM), Volume I. Despite some actions

taken by the District to collect, the inactive accounts still accumulated to an alarming
level. (Observation No, 8) '

accounts which may include appropriate legal action, if necessary.

3. Collections amounting to P42,643.85 were covered by temporary or provisional
receipts contrary to Section 68 of Presidential Decree No. 1445; thus, the District’s funds
were exposed to possible misuse or risk of being misappropriated. (Observation No. 12)

Summary of Audit Suspensions, Disallowances and Charges

years” audit disallowances issued for CYs 2009 to 2015 transactions totaled
5,957.45 with settlements made in the total amount of P417,520.00: leaving a

of P10,518,437.45. There were no audit suspensions, disallowances and charges
audit of CYs 2016-2017 transactions.

Status of Implementation of Prior Years’ Unimplemented Audit
dations

37 audit recommendations embodied in the CYs 2014-2015 Financial Audit
19 were fully implemented, 13 were partially implemented and five were not

v
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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 Directors
sat Water District
szt Bulacan

e have audited the accompanying financial statements of Angat Water District, which
~rise the Statement of Financial Position as at December 31, 2017 and 2016, the
-ment of Comprehensive Income, Statement of Changes in Equity and Statement of
Flows for the years then ended, and the summary of significant accounting policies

@ other explanatory information.
sement s Responsibility for the Financial Statements

sement is responsible for the preparation and fair presentation of these financial
-ts in accordance with State accounting principles, and for such internal controls
sement determines is necessary to enable the preparation of financial statements
fFree from material misstatement, whether due to fraud or error.

's Responsibility

Esponsibility is to express an opinion on these financial statements based on our
We conducted our audit in accordance with Philippine Standards on Auditing.
 standards require that we comply with ethical requirements and plan and perform
& o obtain reasonable assurance about whether the financial statements are free

=r1al misstatement.

@ imvolves performing procedures to obtain audit evidence about the amounts and
s=< in the financial statements. The procedures selected depend on the auditor’s
including the assessment of risks of material misstatements of the financial
mes. whether due to fraud or error. In making those risk assessments, the auditor
< smternal control relevant to the entity’s preparation and fair presentation of the
| ssstements in order to design audit procedures that are appropriate in the
=<_but not for the purpose of expressing an opinion on the effectiveness of
internal control. An audit also includes evaluating the appropriateness of
me policies used and the reasonableness of accounting estimates made by
as well as evaluating the overall presentation of the financial statements.
. we were guided by Philippine Standards on Auditing and Corporate
emt Sector Memorandum dated October 3, 2017, prescribing the General Audit
s on the 2017 Audit of Water Districts and the Preparation of the Annual Audit



Reports. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Bases for Qualified Opinion

stated in Part II of the report, accounting errors and deficiencies on the assets,
ilities and equity accounts significantly misstated the financial statements taken as a
ole, as follows: (a) net understatement of PPE of P611,520.00 and Accumulated
Depreciation accounts of P262.002.24 and overstatement of Intangible Assets,
Sccumulated Amortization and Retained Earnings accounts by $716,672.00,
513562.11 and P53,592.13, respectively, due to misclassifications of accounts
punting to P1,136,289.00; (b) net understatement of Cash — Collecting Officer and
Retained Earnings accounts by P142,048.00 because of several erroneous recording of
=ctions; (c) overstatement of Retained Earnings in the amount of £133,432.81 and
erstatement of Due to BIR and Due to GSIS accounts by P54,990.60 and P78,442.21,
sctively, as at year-end due to the failure to book up the accrued 2% franchise tax
government’s share in premiums contribution to Government Service Insurance
zm (GSIS) and to the Employees’ Compensation Commission (ECC); (d)
satement of Land and Retained Earnings accounts by P61,265.00 because of
Bikeeping deficiencies on some of the recorded transactions: and (e) understatement of
f Dwe 1o NGAs and overstatement of Retained Earnings accounts both by P606,120.64
80 failure to record fees payable to the Commission on Audit (COA).

wied Opinion

B opinion, except for the effects and the possible effects of the matters discussed in
es for Qualified Opinion paragraph, the financial statements present fairly, in all

sal respects, the financial position of Angat Water District as at December 3 1,2017

W16, and its financial performance, changes in equity and its cash flows for the
» #en ended in accordance with State accounting principles.

MISSION ON AUDIT

. .

smme Auditor

22 2018




ANGAT WATER DISTRICT

269 M.A. Fernando St. Sta. Cruz
Angat, Bulacan, Philippines
Tel. No. (044)671-1204 Fax No. (044)769-1529

STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR FINANCIAL STATEMENTS

# Management of Angat Water District is responsible for the preparation of the
52l statements as at December 31, 2017 and 2016, including the additional
ents attached thereto in accordance with the prescribed financial reporting
indicated therein. The responsibility includes designing and implementing
controls relevant to the preparation and fair presentation of financial
sments that are free from material misstatement whether due to fraud or error,
Sme and applying appropriate accounting policies and making accounting estimates
pe reasonable in the circumstances.

i of Directors reviews and approves the financial statements before such
smts are issued to the regulators, creditors and other users.

wssion on Audit has audited the financial statements of the Angat Water
» accordance with the Philippine Standards on Auditing and has expressed its
an the fairness of presentation upon completion of such audit, in its report to
@ of Directors.

\

ENGR/FRAN :

Chairman
Date Signed: é‘gﬁ e, L0 /F

A

ARTURO S. TORRES
General Manager

Date Signedzgz- A9, 2oIs



ANGAT WATER DISTRICT
Angat, Bulacan
STATEMENT OF FINANCIAL POSITION

As at December 31, 2017, 2016 and January 1, 2016 as restated

Note

2017

2016

January 1, 2016 as

Restated
i Assets

~ash and Cash Equivalents 5 P 12,189,11549 ¢ 1,775,981.71 P 6,799.600.79
servables, Net 6 4.215,399.24 4,525,387.01 2,787,680.19
e ories 7 3,439,908.93 3,382.073.44 1,217,658 86
Total Current Assets 19,844,423.66 19,683,442.16 10,804,939.84

<L mrrent Assets
Investments 8 0.00 0.00 840,233 .43
ey, Plant and Equipment, Net 9 70,739,419 11 62,310,159.87 59,632,005.58
Bole Assets, Net 637,309.89 524,903.27 120,287 .40
Non Current Assets 10 4,186,912.20 4,008,072.20 3,252,997.86
f Non-Current Assets 75,563,641.20 66,843,135.34 63,845,524.27

ML ASSETS

P 95,408,064.86

86,526,577.50 P

74,650,464.11

TIEN

‘.-'i-

LITIES AND EQUITY

zal Liabilities 11 P 4461,757.11 3.841,38397 P 3.093.772.56
-8 Payables 12 212,033.97 155,658.91 173,217.03
Current Liabilities 4,673,791.08 3,997,042.88 3,266,989.59

‘ Liabilities
el Liabilities 11 8.051,940.98 10,823,137.98 13,376.878.98
T es 13 57,.410.00 57.410.00 57.410.00
s 4,105,911.43 3,561,986.52 3,052,641.74
urrent Liabilities 12,215,262.41 14,442,534.50 16,486,930.72
ES 16,889,053.49 18,439,577.38 19,753,920.31
e Equity 14 217,052.24 217,052.24 217,052.24
Eamngs 78,301,959.13 67,869,947 88 54,679,491 56
78,519,011.37 68,087,000.12 54,896,543.80

= AND EQUITY

P 95,408,064.86 P 86,526,577.50 P

74.650,464.11

es & 1o 35 form part of these siatements.



ANGAT WATER DISTRICT
Angat, Bulacan
STATEMENT OF COMPREHENSIVE INCOME
For the Years Ended December 31, 2017 and 2016

Note 2017 2016

ME

Service and Business Income 15 P 51,026.702.50 P 45,299,386.70

Income form Grants and Donations in Cash 0.00 1,000,000.00

Other Non-Operating Income 16 165,579.95 273,863.35

INCOME 51,192,282.45 46,573,250.05
"SES

Personnel Services 17 15,991,631.54  14,137,282.76

mtenance and Other Operating Expenses 18 19,845.600.54 15,020,464 .34

1al Expenses 19 1,025,069.18 1,222.605.84

ash Expenses 20 3,983,967.70 4,550,261.45

EXPENSES 40,846,268.96 34,930,614.39

ME

P 10,346,013.49 P 11,642,635.66

& 10 35 form part of these statements.




ANGAT WATER DISTRICT
Angat, Bulacan
STATEMENT OF CHANGES IN EQUITY
For the Years Ended December 31, 2017 and 2016

GOVERNMENT RETAINED

EQUITY EARNINGS TOTAL
TANCE AT JANUARY 1,2016 P 21705224 P 5434537556 P 54,562,427.80
| Deher Adjustments 0.00 334,116.00 334,116.00
TED BALANCE AT JANUARY 1,2016 717.052.24  54,679,491.56  54.896.543.80

):

‘St Income for the year 000 1164263566  11,642,63566
Adjustments 0.00 1,547,820.66 1,547,820.66
AT DECEMBER 31, 2016 317.052.24 _ 67.869,947.88  68,087,000.12

).

Iacome for the year 0.00 10,346,013.49 10,346,013.49
Adjustments 0.00 85,997.76 85,997.76
AT DECEMBER 31, 2017 P 217.052.24 P 78301959.13 P 78.519.011.37

X 20 35 form part of these statements.



ANGAT WATER DISTRICT
Angat, Bulacan
STATEMENT OF CASH FLOWS
For the Years Ended December 31, 2017 and 2016

Note 2017 2016
‘ from Operating Activities
Inflows
Smeseds from Sale of Goods and Services P 44562050 P 283.677.00
Eliecsion of service and business income 2.056,046.75 1,646,620.00
scmon of Receivables 49,040.673.14 43,087.860.18
wt of customers' deposits 14.884.00 2272525
of refund of cash advances 4849291 0.00
Adpustments 668,401 43 68.537.86
Cash Inflows 52,274,118.73 45,111,420.29
of personnel services 12.401,462.90 10.679,138 83
of maintenance and other operating expenses 12.792.162.53 10.070.484.99
of mventory held for consumption 454 986.68 512,141.51
== 1o officers and emplovees 664.400.00 170.000.00
of Accounts Payable 9.724,596.59 8.140.168.71
pe of taxes withheld 243255040 1.860,918.36
g= 10 GSIS/Pag-IBIG/PhilHealth/SSS 2.200,718.30 1.918.008.49
sements 1,656.928.92 336.471.38
p Adestmer 24 89791 23,603.00
Cash Outflows 42,352,704.23  34,710,935.27
ided by/(Used in) Operating Activities 9.921.414.50 10,400,485.02
Investing Activities
zrest Eamed 20,596.59 14,008.16
Lash Dividends 0.00 840,903 23
Inflows 20.596.59 854,911.41
geruction of Property. Plant and Equipment 6,045.183.31 3,889,996.53
Dutflows 6,045,183.31 3.889,996.53
sded by/(Used in) Investing Activities (6,024,586.72) (3,035,085.12)
Fmancing Activities
swemment Subsidy/Contributed Capital 0.00 1.000.000.00
72.386.00 167.061.02
72,386.00 1,167,061.02
estic loans 3.556,080.00 3.556,080.00
3,556,080.00 3,556,080.00
peaded by/(Used in) Financing Activities (3,483,694.00) (2,389,018.98)
CREASE) IN CASH AND
413,133.78 4.976,380.92
EQUIVALENTS, JANUARY 1 11,775.981.71 6,799.600.79
FQUIVALENTS, DECEMBER 31 5 P 12,189,11549 P 11,775,981.71

# w0 35 form part of these statements.



DTES TO FINANCIAL STATEMENTS

Agency Information and Authorization for Issue of the Financial Statements

to Presidential Decree (PD) No. 198, otherwise known as the “Local Water
Administration Act of 1973 as amended by PD Nos. 768 and 1479, and by
¢ of the Sangguniang Bayan Resolution, the District was created in 1987. On June
887 the Conditional Certificate of Conformance No. 292 was issued by Local Water
gs Administration (LWUA) to a newly-formed water district to operate under the

specification.

December 31, 2017, the District has 12 pumping stations, five elevated steel tanks,
= bolted tanks, and one concrete tank which serve 14 barangays with 9,319 total
swice connections. The District is categorized as “Category C” water district

o the Revised Local Water District Manual on Categorization, Re-
son and Other Related Matters (LWD-MaCRO) in March 2012.

is to develop more water sources and maintain highest level of operations. It
sself to have one hundred percent coverage and full satisfaction among its
Iis primary goal is to provide sewage services and continuous supply of water

beyond.

% 's Board of Directors is composed of the following:

Name Position/Designation Sector
Francisco G. Vicente Chairperson Professional

' icia T. Santiago Vice-Chairperson Business

a P. Rigoroso Secretary Education

a V. Carpio Member Women

Bas 29 permanent employees and three job orders, headed by General
S Torres.

zation for Issue of the 2017 Financial Statements

‘ssstements of the District for the year ended December 31, 2017 were
msue by the Board of Directors on August 20, 2018 as reflected in the
asement’s Responsibility for Financial Statements signed by the BOD



Changes in Accounting Policies

First-time adoption of Philippine Financial Reporting Standards (PFRS)

financial statements, for the year ended December 31, 2017, are prepared as the
adoption of PFRS. For periods up to and including the year ended December
16, the District prepared its financial statements in accordance with generally
accounting principles in the Philippines and New Government Accounting

- {NGAS).

oly. the District has prepared financial statements that comply with PFRS
as at December 31, 2017, together with the comparative period data for the
-4 December 31, 2016. In preparing the financial statements, the District’s
sestement of financial position was prepared as at January 1, 2016, the District’s
wansition to PFRS. This note explains the principal adjustments made by the
= restating its GAAP and NGAS financial statements, including the statement of
# position as at January 1, 2016 and the financial statements for the year ended
gr 31, 2016.

scts of transition from GAAP to PFRS

ser 31. 2017, the District prepared its first PFRS compliant financial
as per COA Circular No. 2015-003 dated April 16, 2015 on which Water
% classified as Government Business Entities (GBEs) and adoption of PFRS as
ing framework in the preparation of FS and COA Circular No. 2015-010
ser 1. 2015 prescribing the Revised Chart of Accounts for Government
mncluding Water Districts.

ation of Financial Statements, provides framework of financial statements
It requires more specific statement of financial position line items as
the entity. The standard requires presentation of comparative financial
mformation.

s Inventories are valued at the lower of cost or net realizable value
¢ & determined using the moving average method. Per COA Circular No.
December 1, 2015 (adoption of the Revised Chart of Accounts for GCs),
soment with cost below P15,000.00 are classified as Semi Expendable

of Cash Flows, prescribes the provision of information about historical
equivalents of an entity by means of a cash flow statement which
during the period from operating, investing and financing.

Policies, Changes in Accounting Estimates and Errors, removes the
-ntal error and the allowed alternative to retrospective application of
= in accounting policies and prospective restatement to correct prior



emrors. It defines material omissions or misstatements, and describes how to apply
pepts of materiality when applying accounting policies and correcting errors.

Events after the Reporting Period, prescribes the accounting policies and
pewres related to adjusting and non-adjusting subsequent events. Additional
=s required by the standard were included in the financial statements, principally
of authorization for release of the financial statements.

FProperty, Plant and Equipment, provides additional guidelines and clarification
stion and measurement of items of property, plant and equipment. It also
® $hat each part of an item, property, plant and equipment with a cost that is

in relation to the total cost of the item shall be depreciated separately.

® Sewenue, prescribe the accounting treatment for revenue arising from certain
saction and events and the criteria to recognize revenue.

woyees Benefits, the objective of this standard is to prescribe the accounting
of employee benefits (that is all forms of consideration given by an entity
for service rendered by employees). This standard requires an entity to
Bability when an employee has provided service in exchange for employee
P B paid in the future; and an expense when the entity consumes the economic
pme from service provided by an employee in exchange for employee benefits.
ent of Assets, provides that an asset is impaired when its carrying
ads its recoverable amount. Indications of impairments are the following:
or physical damage; asset is held for disposal and there is evidence that the
mance of an asset is, or will be, worse than expected.

reconciliation of equity as at January 1, 2016 (date of transition), is as

Philippine PFRS as at
GAAP Remeasurements  January 1, 2016

P 6,799,600.79 P 0.00 P 6,799.600.79
2,787,680.19 0.00 2,787,680.19
1,217,658.86 0.00 1,217.658.86
10,804,939.84 0.00 10,804,939.84
840,233.43 0.00 840,233 .43
90,490,095.82 0.00 90,490,095.82
(30,858,090.24) 0.00 (30,858,090.24)
120,287.40 120,287 .40
3,252,997.86 0.00 3,252,997.86
63,845,524.27 0.00 63,845,524.27
P£74,650,464.11 0.00 P74,650,464.11
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Philippine PFRS as at
GAAP Remeasurements  January 1, 2016

LIABILITIES AND EQUITY
LIABILITIES
Current Liabilities
Financial Liabilities P 3,093,772.56 P 0.00 P 3,093,772.56
Inter-Agency Payables 173,217.03 0.00 173.217.03
Total Current Liabilities 3,266,989.59 0.00 3,266,989.59
Non-Current Liabilities
Financial Liabilities 13,376,878.98 0.00 13,376,878.98
Trust Liabilities 57.410.00 0.00 57,410.00
Other Payables 3,052,641.74 0.00 3,052,641.74
Total Non-Current Liabilities 16,486,930.72 0.00 16,486,930.72
TOTAL LIABILITIES 19,753,920.31 0.00 19,753,920.31
EQUITY
Government Equity 217,052.24 0.00 217,052.24
Retained Earnings 54,679,491.56 0.00 54,679,491.56
TOTAL EQUITY 54,896,543.80 0.00 54,896,543.80
TOTAL LIABILITIES AND

EQUITY P74,650,464.11 0.00 P74,650,464.11

On the other hand, the District’s reconciliation of equity as at December 31, 2016 is as

follows:
Philippine December 31,
GAAP Remeasurements 2016
ASSETS
Current Assets
Cash and Cash Equivalents P 11,775,981.71 P 0.00 P 11,775.981.71
Receivables, Net 4,525.387.01 0.00 4,525,387.01
Inventories 3,382.073.44 0.00 3,382.073.44
Total Current Assets 19,683,442.16 0.00 19,683,442.16
Non-Current Assets
Property, Plant and Equipment 96,575,090.40 0.00 96,575,090.40
Accumulated Depreciation (34,264,930.53) 0.00 (34,264,930.53)
Intangible Assets, Net 524.903.27 524,903.27
Other Non-Current Assets 4,008,072.20 0.00 4.,008,072.20
Total Non-Current Assets 66,843,135.34 0.00 66,843,135.34
TOTAL ASSETS P86,526,577.50 P 0.00 P86,526,577.50
LIABILITIES AND EQUITY
t Liabilities
Liabilities P 3.841,383.97 P 0.00 P 3.841,383.97
~-Agency Payables 155,658.91 0.00 155,658.91
Current Liabilities 3,997,042.88 0.00 3,997,042.88
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Philippine December 31,

GAAP Remeasurements 2016
Non-Current Liabilities
Financial Liabilities 10,823,137.98 0.00 10,823,137.98
Trust Liabilities 57.410.00 0.00 57.410.00
Other Payables 3,561,986.52 0.00 3,561,986.52
Total Non-Current Liabilities 14,442,534.50 0.00 14,442,534.50
TOTAL LIABILITIES 18,439,577.38 0.00 18,439,577.38
EQUITY
Government Equity 217,052.24 0.00 217,052.24
Retained Earnings 67.869,947.88 0.00 67,869,947.88
TOTAL EQUITY 68,087,000.12 0.00 68,087,000.12
TOTAL LIABILITIES AND
EQUITY $86,526,577.50 P 0.00 $86,526,577.50
3. Summary of Significant Accounting Systems and Policies

3.1 Basis of Financial Statements Presentation

The financial statements of the District have been prepared using historical cost basis.
The financial statements are presented in Philippine Peso (P), which is the District’s
functional and presentation currency. All values are rounded off to two decimal places,

except when otherwise indicated.

For the year ended December 31, 2017, District prepared its financial statements (FS) in
accordance with generally accepted accounting principle in the Philippines and New
Government Accounting System (NGAS) prescribed by the Commission on Audit on
January 1, 2005 and prepared as first-time adopter of Philippine Financial Reporting

Standards (PFRS).

8.2 Statement of Compliance

The financial statements were prepared in compliance with Philippine Financial
Reporting Standards (PFRS), which includes statements named PFRS, Philippine
Accounting Standards (PAS), Philippine Interpretations of International Financial
Reporting Interpretations Committee (IFRIC) issued by the Financial Reporting
Standards Council and Revised Chart of Accounts (RCA) for Government Corporations
prescribed in COA Circular Nos. 2015-010 and 2016-006 dated December 1, 2015 and

December 29, 2016, respectively.

ificant Accounting Policies

significant accounting policies that have been used in the preparation of the District’s
ial statements are summarized on the next page.
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3.3.1 Current versus Noncurrent Classification

The District presents assets and liabilities in the statement of financial position based on
current or noncurrent classification. An asset is current when it is:

* Expected to be realized or intended to sold or consumed in the normal operating
cycle;

* Held primarily for the purpose of trading;

* Expected to be realized within twelve months after the reporting period; or

* Cash or cash equivalent unless restricted from being exchanged or used to settle a
liability for at least twelve months after the reporting period.

All other assets are classified as noncurrent.

A liability is current when it is:

* Expected to be settled in the normal operating cycle;

* Held primarily for the purpose of trading;

* Expected to be settled within twelve months after the reporting period; or

* There is no unconditional right to defer the settlement of the liability for at least
twelve months after the reporting period.

The District classifies all other liabilities as noncurrent.

3.3.2 Fair Value Measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date. The fair
value measurement is based on the presumption that the transaction to sell the asset or
transfer the liability takes place either:

* In the principal market for the asset or liability; or
* In the absence of a principal market, in the most advantageous market for the asset or
liability.

The principal or the most advantageous market must be accessible by the District. The
fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market
participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market

participant's ability to generate economic benefits by using the asset in its highest and

Best use or by selling it to another market participant that would use the asset in its
sghest and best use.
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The District uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the fair value hierarchy. This is described, as follows,
based on the lowest level input that is significant to the fair value measurement as a
whole:

* Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or
liabilities

* Level 2 - Valuation techniques for which the lowest level input that is significant to
the fair value measurement is directly or indirectly observable

* Level 3 - Valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable

For assets and liabilities that are recognized in the financial statements at fair value on a
recurring basis, The District determines whether transfers have occurred between levels
in the hierarchy by re-assessing categorization (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and
the level of the fair value hierarchy, as explained above.

3.3.3 Cash and Cash Equivalents

Cash includes cash on hand and in banks. Cash in bank earns interest at the prevailing
bank deposit rates. Cash equivalents are short-term, highly liquid investments that are
readily convertible to known amounts of cash with original maturities of three months or
less from dates of acquisition and that are subject to an insignificant risk of change in
value.

3.3.4 Financial Instruments

Date of recognition

The District recognizes a financial asset or a financial liability in the statement of
financial position when it becomes a party to the contractual provisions of the instrument.
In the case of a regular way purchase or sale of financial assets, recognition and
derecognition, as applicable, is done using settlement date accounting.

Initial recognition of financial instruments

Financial instruments are initially recognized at fair value, which is the fair value of the
consideration given (in case of a financial asset) or received (in case of a financial
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liability). Except for securities at Fair Value through Profit or Loss (FVPL), the initial
measurement of financial instruments includes transaction costs.

The District classifies its financial instruments in the following categories: financial
assets and financial liabilities at FVPL, loans and receivables, held-to-maturity (HTM)
investments, available for sale (AFS) financial assets and other financial liabilities. The
classification depends on the purpose for which the investments were acquired and
whether these are quoted in an active market. Management determines the classification
at initial recognition and, where allowed and appropriate, reevaluates this classification at
every reporting date.

Loans and Receivables

Loans and receivables are financial assets with fixed or determinable payments and fixed
maturities that are not quoted in an active market. These are not entered into with the
intention of immediate or short-term resale and are not designated as AFS financial assets
or financial assets at FVPL. These are included in current assets if maturity is within
twelve months from the reporting date. Otherwise, these are classified as noncurrent
assets.

After initial measurement, loans and receivables are subsequently measured at amortized
cost using the effective interest rate method, less allowance for impairment. Amortized
cost is calculated by taking into account any discount or premium on acquisition and fees
that are an integral part of the effective interest rate. The losses arising from impairment
of such receivables are recognized as “doubtful accounts™ in profit or loss.

Financial Liabilities Measured at Amortized Cost

These are the financial liabilities which are not designated at FVPL. Financial liabilities
not designated as FVPL are measured at amortized cost after initial measurement using
the effective interest rate method. Amortized cost is calculated by taking into account any
discount or premium on the issue and fees that are an integral part of the effective interest
rate.

Included in this category are the District’s accounts payable, accrued expenses, inter-
‘sgency payables, loans payable, other payables and guarantee deposits payable to
gustomers.

initial recognition, interest-bearing loans and borrowings are subsequently

d at amortized cost using the effective interest method. The amortization is
in the interest expense in the District’s Statement of Comprehensive Income.
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3.3.5 Derecognition of Financial Assets and Financial Liabilities

Financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of
financial assets) is derecognized when:

» The right to receive cash flows from the asset has expired;

* The District retains the right to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay to a third party under a “pass-
through™ arrangement; or

» The District has transferred its right to receive cash flows from the asset and either (a)
has transferred substantially all the risks and rewards of the asset, or (b) has neither
transferred nor retained the risks and rewards of the asset but has transferred the
control of the asset.

When the District has transferred its right to receive cash flows from an asset or has
entered into a “pass-through” arrangement, and has neither transferred nor retained
substantially all the risks and rewards of the asset nor transferred control of the asset, the
asset is recognized to the extent of the District’s continuing involvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum
amount of consideration that the District could be required to repay.

Financial liabilities

A financial liability is derecognized when the obligation under the liability is discharged,
cancelled, or has expired.

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

and receivables

loans and receivables carried at amortized cost, the District first assesses whether
ive evidence of impairment exists individually for financial assets that are
idually significant, or collectively for financial assets that are not individually
aficant. If the District determines that no objective evidence of impairment exists for
pindividually assessed financial asset, whether significant or not, it includes the asset in
of financial assets with similar credit risk characteristics and collectively assessed
mmpairment. Those characteristics are relevant to the estimation of future cash flows
of such assets by being indicative of the debtors’ ability to pay all amounts due
ing to the contractual terms of the assets being evaluated. Assets that are
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individually assessed for impairment and for which an impain'nent’loss is, or continues to
Ype recognized, are not nchuded in 2 CONRCTIVE ALSRSTMRM fOr impriTne.

If there is objective evidence that an impairment loss has been incurred, the amount of the
loss is measured as the difference between the assets’ carrying amount and the present
value of the estimated future cash flows (excluding future credit losses that have not been
incurred). The carrying amount of the asset is reduced through use of an allowance
account and the amount of loss is charged to profit or loss. Interest income continues 10
be recognized based on the original effective interest rate of the asset. Receivables,
together with the associated allowance accounts, are written off when there is no realistic
prospect of future recovery.

A TR S R T T R TSR

decreases because of an event occurring after the impairment was recognized, the
previously recognized impairment loss is reversed. Any subsequent reversal of an
impairment loss is recognized in profit or loss, to the extent that the carrying value of the
asset does not exceed its amortized cost at the reversal date.

3.3.6 Impairment of Financial Assets

The District assesses at each reporting date whether there is objective evidence that a
financial asset or group of financial assets is impaired. A financial asset or a group of
financial assets is deemed to be impaired if, and only if, there is objective evidence of
impairment as a result of one or more events that has occurred after the initial recognition
of the asset (an incurred ‘loss event’) and that loss event (or events) has an impact on the
estimated future cash flows of the financial asset or the group of financial assets that can
be reliably estimated. Objective evidence of impairment may include indications that the
borrower or a group of borrowers is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the probability that they will enter
bankruptcy or other financial reorganization and where observable data indicate that there
is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic condition that correlate with default. For the District’s receivables from
customers, evidence of impairment may include non-collection of water bills despite of
sending series of demand letters to delinquent concessionaires.

As at December 31, 2017 and 2016, the District has no impaired financial assets.

3.3.7 Offsetting Financial Instruments

Financial assets and financial liabilities are offset and the net amount reported in the
statement of financial position if, and only if, there is a currently enforceable legal right
to offset the recognized amounts and there is an intention to settle on a net basis, or to
realize the asset and settle the liability simultaneously.
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Category Number of years
Machinery and equipment 10 years

Building and other structures 30 years

The EUL and depreciation and amortization method are reviewed periodically to ensure
that the period and method of depreciation and amortization are consistent with the
expected pattern of economic benefits from items of PPE.

Fully depreciated PPE are retained in the accounts until they are no longer in use and no
further depreciation are charged to current operations.

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

Recognition

An item is recognized as PPE if it meets the characteristics and recognition criteria as a
PPE. The characteristics of PPE are as follows:

« Tangible items;

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

* Are expected to be used during more than one reporting period.

An item of PPE is recognized as an asset if*

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

* The cost or fair value of the item can be measured reliably; and

* The cost is at least P15,000.00.

Measurement at recognition

An item recognized as PPE is measured at cost. Cost includes the following:

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

* Expenditure 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 purposes other than to produce inventories during that period.




Measurement afier recognition

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 District
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.

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 unless it is included in the cost of another asset.

Initial recognition of depreciation

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.

Depreciation method

Depreciation is computed on a straight-line method less 10% residual value over the
estimated useful lives of the property, and commences on the month subsequent to
acquisition

Estimated useful life

The District uses the life span of PPE prescribed by COA in determining the specific
estimated useful life for each asset based on its experience.

Residual value

The District uses a residual value equivalent to at least ten percent (10%) of the cost of
the PPE.




3.3.14 Income from Waterworks System

Sales revenue are recognized when the related water services are rendered. Water is
billed every month according to the bill cycles of the customers. As a result of bill cycle
cut-ofl, monthly service revemue earmed but aot yer biled ar end of the month are ;

estmated and accrued These estimates are based on bisiorioa) CORSUTPLIon o e
castomers.

the period ending December 31, 2017 and 2016, Income from Waterworks System r
s classified under Business Income in the Statement of Comprehensive Income.

= 15 Fines and Penalties not related to taxes

District recognizes revenue from fees and fines, except those related to taxes, when
=d and the asset recognition criteria are met. Deferred income is recognized instead

f sevenue if there is a related condition attached that would give rise to a liability to
@y the amount.

L ML EEEE R —

District charges fines and penalties to customers when there is a delay in the
ent of water bill. A penalty of 10% of the water bill is automatically charged by the
g and Collection System the day following the due date.

i $he period ending December 31, 2017 and 2016, Fines and Penalties were classified
ger Business Income in the Statement of Comprehensive Income.

5 Other Business Income

@ customer related fees such as connection, reconnection and disconnection fees are
1ized when these services have been rendered.

Interest Income

=St income is recognized as it accrues, taking into account the effective yield of the

[

Cost of Services and Operating Expenses

of services and operating expenses are recognized as they are incurred. Cost and '
es are recognized in the profit and loss when a decrease in future economic benefit
o a decrease of an asset or an increase of a liability has risen other than
ons to equity participants that can be measured reliably. Cost and expenses are
ized in the profit and loss on the basis of systematic and rational allocation
es when economic benefits are expected to arise over several accounting periods
association with income can only be broadly or indirectly determined; or
ately when expenditure produces no future economic benefits or when, and to the
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extent that, future economic benefits do not qualify, cease to qualify, for recognition in
the statement of financial position as an asset.

As of December 31, 2017 and 2016, cost of services and operating expenses includes
personnel services, maintenance and other operating expenses, financial expenses and
non-cash expenses.

3.3.19 Income Tax

Current tax

Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the taxation authorities. The tax rates
and tax laws used to compute the amount are those that have been enacted or
substantively enacted as of the reporting date.

Deferred tax

Deferred tax is provided, using the liability method, for all temporary differences, with
certain exceptions, at the reporting date between the tax bases of assets and liabilities and
their carrying amounts for financial reporting purposes.

A deferred tax asset shall be recognized for all deductible temporary differences and
operating loss carry forward when it is probable that taxable profit will be available
against which the deductible temporary difference can be utilized. (PAS12.24)

Pursuant to Presidential Decree 198, under section 14 - Department of Justice ruling
under case no. OSJ-2005-03 states that the Water Districts are exempted from Income tax
and only liable to two percent (2%) Franchise Tax on its gross receipts. Recognition of
deferred tax is not applicable as stated above.

3.3.20 Provisions and Contingencies

Provisions

A provision is recognized when the District has: (a) a present obligation (legal or
constructive) as a result of a past event; (b) it is probable (i.e. more likely than not) that
an outflow of resources embodying economic benefits will be required to settle the
obligation; and (c) a reliable estimate can be made of the amount of the obligation. If the
effect of the time value of money is material, provisions are determined by discounting
the expected future cash flows at a pre-tax rate that reflects current market assessment of
the time value of money and, where appropriate, the risks specific to the liability. Where
discounting is used, the increase in the provision due to the passage of time is recognized
as an interest expense. When the District expects a provision to be reimbursed, the
reimbursement is not recognized as a separate asset but only when the reimbursement is
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virtually certain. Provisions are reviewed at each reporting date and adjusted to reflect the
current best estimate.

Contingencies

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

3.3.21 Employee Benefits

The employees of the District are members of the Government Service Insurance System
(GSIS), which provides life and retirement insurance coverage.

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

4. Significant Accounting Judgments, Estimates and Assumptions

The preparation of the District’s financial statements in compliance with PFRS requires
Management to make judgments, estimates and assumptions that affect the amounts
reported and disclosure in the financial statements and the related notes. Judgments,
estimates and assumptions are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to
be reasonable under circumstances. Actual results could differ from those estimates, and
such, will be adjusted accordingly.

The District believes the following represent a summary of these significant judgments,
estimates and assumptions, and the related impact and associated risks in the financial
statements.

4.1 Judgments

In the process of applying the District’s accounting policies, Management has made the
following judgments, apart from those involving estimations, which has the most
significant effect on the amounts recognized in the financial statements.

Determination of impairment of non-financial asset
The District assesses the impairment of non-financial assets (property, plant and

equipment, other current assets, and other noncurrent assets) whenever events or changes
in circumstances indicate that the carrying amount of an asset may not be recoverable.
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The factors that the District considers important which could trigger an impairment
review include the following:

* Significant underperformance relative to expected historical or projected future
operating results;

* Significant changes in the manner of usage of the acquired assets or the strategy for
the District’s overall business; and

 Significant negative industry or economic trends.

In 2017 and 2016, the District has not identified any impairment indicator, thus, no
impairment was recognized.

42 Estimates and Assumptions

Key assumptions concerning the future and other sources of estimation uncertainty at the
reporting date that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities are discussed below:

Determination of impairment of receivables

The District reviews its receivables at each reporting date to assess whether provision for
doubtful accounts should be recorded in profit or loss. The District maintains an
allowance for impairment - accounts receivable based on the results of the individual and
collective impairment assessments under PAS 39. Allowance for impairment - accounts
receivable is maintained at a level considered adequate to provide for potentially
uncollectible receivables. The level of allowance is based on past collection experience
and other factors that may affect collectability. These factors include, but not limited to,
age and status of receivables, the concessionaire’s payment behavior and known market
factors. An evaluation of receivables, designed to identify potential charges to the
allowance is performed on a continuous basis throughout the year.

The District computes the Allowance for Impairment-Accounts Receivable based on the
aging of receivables.

Determination of estimated useful lives of PPE

The useful life of each of the District’s item of PPE is estimated based on the period over
which the asset is expected to provide economic benefits. Such estimation is based on a
collective assessment of similar business, internal technical evaluation and experience
with similar assets. The estimated useful life of each asset is reviewed periodically and
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 asset. It
is possible, however, that future financial performance could be materially affected by
changes in the amounts and timing of recorded expenses brought about by changes in the
factors mentioned above. A reduction in the estimated useful life of any item of PPE
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would increase the recorded depreciation expense and decrease the carrying value of
PPE.

5. Cash and Cash Equivalents

This account pertains to cash collecting officer, petty cash fund, and cash in bank readily
available in the payment of current obligations of the District and not subject to any
restriction, contractual or otherwise, breakdown as follows:

Jan. 1, 2016 as

2017 2016 restated

Cash - Collecting Officers P (30,773.55) P 6285632 P 2,222 95
Petty Cash Fund 10,000.00 5,000.00 5,000.00
Cash in Bank — Local Currency,

Current Account

FARMERS#5753 1,547,422.84 1,205,066.56 21.804.28

FARMERS#6254 331,11547 757,047.49 361,669.15

FARMERS#11-2-89 10,000.00 10,000.00 10,000.00

CBB#21-00175-7 759,057.23 1,053,410.11 585,946.41

LBP#1882-1035-24 1,089,070.75 2,183.51531 1,181,139.65

LBP#0101-1089-30 3,686,032.57 1,717,050.18 1,714,925.57

LBP#0101-2623-40 862,070.21 861,199.22 0.00
Cash in Bank — Local Currency,

Time Deposits

VB#000622-1 1,527,032.41 1,525,370.45 1,523,565.75

VB#000872-3 393,548.44 393,120.53 392.691.90

VB#000928-4 2,004,539.12 2,002,345.54 1,000,635.13

Total Cash and Cash Equivalents  $12,189,115.49 # 11,775,981.71 P 6,799,600.79

6. Receivables, Net

This includes all amounts due on open accounts arising from services rendered to the
customers for water sales and incidental services.

Jan. 1, 2016 as

2017 2016 restated
Accounts Receivable P 3,665,313.70 P 3,808,278.55 P 3,303,023.00
Allowance for Impairment (902,084.09) (902,472.69) (894,433.59)
Due From Officers and Employees 0.00 0.00 53,974.04
Other Receivables 1,452,169.63 1,619,581.15 325,116.74
Receivables, Net ?4,215399.24 P 4,525,387.01 P 2,787,680.19

Other Receivables account pertains to the balance of materials purchased by
Loncessionaires.
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Below is the aging/analysis of Accounts Receivable (AR):

Status of AR 2017 2016
Non Past Due Accounts P 1,120,968.35 P 1,207,646.50
Past Due Accounts
31 - 60 days 370,193.95 395,108.15
61 - 90 days 88,784.70 120,934 .90
91 - 120 days 52,773.00 98,696.05
121 - 180 days 2,032,593.70 1,985,892.95
Total AR P 3,665,313.70 P 3,808,278.55
A Inventories

This account pertains to unissued materials and supplies, which are kept in stock and held
for future use.

Jan. 1, 2016 as

2017 2016 restated
Chemical Supplies Inventory P 36595000 P 393,530.36 P 62,831.00
Other Supplies Inventory 878,446.98 722,114.03 679,926.67
Construction Materials Inventory 1.482.971.95 1,529,439.05 474,901.19
Others 712,540.00 736,990.00 0.00
Total Inventories P 3,439,908.93 P 3,382,073.44 P 1,217,658.86

8. Other Investments

This pertains to cash or other assets set apart in reserve for specific long-term purposes.
It includes, among others, a debt service reserve which will be used for loan repayments;
an operation and maintenance reserve for repairs of damaged District’s facilities due to
natural calamities, public disorders and the like and a capital reserve for expansion of the
District’s facilities.

Jan. 1, 2016 as

2017 2016 restated
Sinking Fund P 0.00 P 0.00 P 840,233.43
Total Other Investments P 0.00 P 0.00 P 840,233.43

9. Property, Plant and Equipment, Net

This includes all properties of relatively permanent character that are used in normal
operations of the District. The breakdown of this account is shown on the next page.
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2017

Sub-Total Construction in
Forwarded Progress Other PPE Grand Total
Balance, Dec. 31 37.967,186.94 0.00 0.00 37.967.186.94
PPE, Net P69,736,723.13 P981.117.98 $21,578.00 $70,739,419.11
2016
Land Infrastructure
Land Improvements Assets Sub-Total
Cost
Carrving Value, Jan. | $2.008,390.00 P280,950.00 P45,047.157.77 P47.336,497.77
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Restated balance, Jan. 1 2,008,390.00 280.950.00 45,047,157.77 47.336,497.77
Additions 0.00 448.145.50 8.392.015.29 8.840,160.79
Disposals/reclassification 0.00 0.00 0.00 0.00
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Balance, Dec. 31 2.008.390.00 729.095.50 53,439.173.06 56,176,658.56
Accumulated depreciation
Balance at beginning of year 0.00 60,600.98 18.581.,963.75 18,642 564.73
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Restated balance, Jan. 1 0.00 60,600.98 18.581.963.75 18,642,564.73
Depreciation 0.00 36.888.92 1,178.049.00 1,214.937.92
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Balance, Dec. 31 0.00 97.489.90 19.760,012.75 19,857.502.65
PPE, Net £2,008,390.00 P631,605.60 $33,679,160.31 $36,319,155.91
2016
Sub-Total Buildings and Machinery and
Forwarded Other Structures Equipment Sub-Total
Cost
Carrying Value, Jan. 1 P47.336.497.77 P8.755,980.28 P20.981,659.45 P77.074,137.50
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Restated balance, Jan. | 47.336,497.77 8.755,980.28 20.981,659.45 77,074,137.50
Additions 8.840,160.79 558.000.00 4,719,011.46 14,117,172.25
Disposals/reclassification 0.00 0.00 (1,647.054.00) (1,647.054.00)
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Balance, Dec. 31 56,176,658.56 9.313,980.28 24,053,616.91 89,544 25575
Accumulated depreciation
Balance at beginning of vear 18.642.564.73 2,715.832.83 7.733.408.06 29.091.805.62
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Restated balance, Jan. 1 18,642.564.73 2,715,832 .83 7,733.408.06 29.,091.805.62
Depreciation 1,214.937.92 186,074.64 1,381.259.17 2,782.271.73
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Balance, Dec. 31 19.857 502.65 2,901,907 47 9.114.667.23 31,874,077.35
PPE, Net $36,319,155.91 P6,412,072.81 $14,938,949.68 $57,670,178.40
2016
Furniture,
Sub-Total Transportation Fixtures and
Forwarded Equipment Books Sub-Total
ing Value, Jan. 1 P77.074,137.50 P4,943,725.12 P384,792.50 P82.402,655.12
of transition to PFRS 0.00 0.00 0.00 0.00
balance, Jan. 1 77,074,137 .50 4943.725.12 384,792.50 82.402,655.12
14,117,172.25 70,422 00 0.00 14,187,594 25
reclassification (1.647.,054.00) 0.00 0.00 (1,647.054.00)
of transition to PFRS 0.00 0.00 0.00 0.00
Dec. 31 89,544 255.75 5.014,147.12 384.,792.50 94.,943,195.37
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2016

Furniture,

Sub-Total Transportation Fixtures and

Forwarded Equipment Books Sub-Total
Accumulated depreciation
Balance at beginning of year 29.091,805.62 1.559.226.93 207,057.69 30.858,090.24
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Restated balance, Jan. 1 29,091,805.62 1,559,226.93 207,057.69 30.858.090.24
Depreciation 2,782,271.73 589.937.28 34,631.28 3.4006,840.29
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Balance, Dec. 31 31,874,077.35 2,149,164 21 241,688.97 34,264,930.53
PPE, Net P£57,670,178.40 P2.864,982.91 P143,103.53 P60,678,264.84

2016

Sub-Total Construction in

Forwarded Progress Other PPE Grand Total
Cost
Carrying Value, Jan. 1 P82.402,655.12 P8.065,862.70 P21.578.00 P90.490,095.82
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Restated balance, Jan. 1 82.402.655.12 8.,065,862.70 21,578.00 90,490,095.82
Additions 14,187,594 25 1.018,611.96 0.00 15,206,206.21
Disposals/reclassification (1.647,054.00) (7.474,157.63) 0.00 (9,121,211.63)
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Balance, Dec. 31 94,943.19537 1,610,317.03 21,578.00 96,575,090.40
Accumulated depreciation
Balance at beginning of vear 30.858,090.24 0.00 0.00 30,858,090.24
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Restated balance, Jan. 1 30,858.090.24 0.00 0.00 30.858,090.24
Depreciation 3,406,840.29 0.00 0.00 3.,406,840.29
Effects of transition to PFRS 0.00 0.00 0.00 0.00
Balance, Dec. 31 34,264,930.53 0.00 0.00 34,264,930.53
PPE, Net £60,678,264.84 ?1,610,317.03 P21,578.00 £62,310,159.87

The Land account as of CY 2017 under the possession of the District pertained to the

following:
Lot Acquisition Cost
Land Qty- | Area Through Through Total
Purchase Donation

Acquired through Purchase:

With Transfer Certificate

of Title (TCT) 6 1,693 P 647,790.00 P 000 P 647,790.00
Without TCT 11 2,331 1,360,600.00 0.00 1,360,600.00
Sub-total 17 4,024 2,008,390.00 0.00 2,008,390.00
Acquired through Donation:

Without TCT 3 205.8 0.00 0.00 0.00
Sub-total 3 205.8 0.00 0.00 0.00
Total Land 20 {4,229.80 | P 2,008,390.00 P 0.00 | £2,008,390.00

The following information pertains to the 14 parcels of land which have no Transfer
Certificate of Title yet:
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* Tugatog Lot — the original copy of the mother title was burned in 1987 and the
owner of the lot already died.

e Office Lot, Laog, Paltoc and Illescas lot were under Presidential Decree 705,
otherwise known as Forestry Reform Code of the Philippines. Only Tax
Declaration for these lots were available but already under the name of Angat
Water District.

Donated lots — the lots were too small, thus, not enough to have it titled.

* Marungko P.S. 1 — the District had been looking for another lot that can be a
source of water with a better quality so we can abandon the area because the
water quality produced by the well is not that good anymore.

* All untitled lots have a Tax Declaration Certificate named after the District as
proof of ownership.

The Management exerts effort to secure the covering TCTs on the above parcels of land
to protect the District’s interest and in order to document the absolute ownership thereon.
10.  Other Non-Current Assets

This represents amount of meter and bill deposits to Meralco and unserviceable
properties.

Jan. 1, 2016 as

2017 2016 restated
Other Assets P 4,186,912.20 P 4,008,072.20 P 3,252,997 .86
Total Other Non-Current Assets P 4,186,912.20 P 4,008,072.20 P 3,252,997.86

11. Financial Liabilities

This account includes long-term obligations of the District, amounts payable to the
suppliers and advances to officers and employees, as follows:

Jan. 1, 2016 as

2017 2016 restated

Current

Accounts Payable P 1,684,60880 P 128736335 P 733,937.50

Due to Officers and Employees 5,951.31 279.62 6,490.06

Loans Payable - LWUA 2,771,197.00 2,553,741.00 2,353,345.00
Total Financial Liabilities-Current 4,461,757.11 3,841,383.97 3,093,772.56
Non - Current

Loans Payable - LWUA 8,051,940.98 10,823,137.98  13,376,878.98
Total Financial Liabilities — Non -

Current 8,051,940.98 10,823,137.98  13,376,878.98
Total Financial Liabilities P 12,513,698.09 P 14,664,521.95 P16,470,651.54
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Loans Payable — LWUA represents the long-term obligations of the District from
LWUA, the proceeds of which were used to finance various infrastructures and
permanent improvements in order to meet the demands of the growing clientele.
Repayments are made monthly based on the agreed terms and schedule, gravided i the,
loan agreement.

12.  Inter-Agency Payables

This represents contributions due, collections received, amounts withheld for remittance
to the following government agencies.

Jan. 1, 2016 as

2017 2016 restated
Due to BIR P 101,242.57 P65,073.18 P 92.041.67
Due to GSIS 93,534 .89 78,175.97 67,397.13
Due to Pag-IBIG 10.369.01 7.009.76 8,765.73
Due to Philhealth 6,887.50 5.400.00 5,012.50
Total Inter-Agency Payables P 212,033.97 P 155,658.91 P173,217.03

13.  Trust Liabilities

These are meter deposits and payment of service connection materials from
concessionaires.

Jan. 1, 2016 as

2017 2016 restated
Bail Bonds Payable P 57,410.00 P 57,410.00 P 57,410.00
Total Trust Liabilities P 57,410.00 P 57,410.00 P 57,410.00

14.  Government Equity

These are contributions by government agencies which became part of the District’s
equity.

IS.  Service and Business Income

These are the water sales, penalty charges for late payments and violation and new

connection fees generated by the District from its concessionaires net of Senior Citizen’s
Discounts.

2017 2016
Sales Revenue, net P 47,558.192.95 P 42.275,823.98
Other Business Income 1,966,389.61 1,625,138.50




2017 2016
Fines and Penalties-Business Income 1,451,740.95 1,357,480.45
Interest Income 50,378.99 40,943.77

Total Service and Business Income

P 51,026,702.50

P 45,299,386.70

16.  Other Non — Operating Income

These are proceeds from sale of materials to the concessionaires of the District.

2017 2016
Miscellaneous Income P 165,579.95 P 273,863.35
Total Other Non — Operating Income P 165,579.95 P 273,863.35

| g 2 Personnel Services

2017 2016
Salaries and Wages P 7,558,969.48 P 6,318,011.50
Other Compensation 6,495,828.18 5,689,931.67
Life and Retirement Insurance 871,745 84 706,246.72
Pag-IBIG Contributions 30,500.00 27,800.00
PhiHealth Contributions 71,760.00 63,212.50
Employees Compensation 30,489.43 27,800.00
Terminal Leave Benefits 928.828.61 796,435.37
Other Personnel Benefits 3,510.00 507,845.00

Total Personnel Services P 15,991,631.54

P 14,137,282.76

18.  Maintenance and Other Operating Expenses (MOOE)

2017 2016
Travelling Expenses P 407,606.41 P 45,628.00
Training and Scholarship Expenses 610,480.00 256,860.00
Supplies and Materials Expenses 1,175,736.88 781,804.68
Utility Expenses 7,912,126.85 7,071,617.24
Communication Expenses 113,552.24 97,431.25
Awards/Rewards 132,000.00 135,930.00
Generation, Transmission and Distribution 6,409,863.26 3,056,115.54
Confidential, Intelligence, Extraordinary 94,000.00 0.00
Professional Services 49,143.05 220,676.30
Repairs and Maintenance Expenses 537.041.07 366,209.58
Taxes, Insurance Premiums and Other Fees 758,270.32 624,045.27
Other Maintenance and Operating Expenses 1,645,780.46 2,364,146 .48
Total MOOE P 19,845,600.54 P 15,020,464.34
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19. Financial Expenses

2017 2016
Interest Expenses P 1,002,339.00 P 1,202,735.00
Bank Charges 22,730.18 19,870.84
Total Financial Expenses P 1,025,069.18 P 1,222,605.84
20.  Non - Cash Expenses
2017 2016
Depreciation Expenses
Land Improvements P 6442347 P 36.888.92
Plant 1,292,283.04 1,178,049.00
Buildings and Other Structures 194,543.61 186,074.64
Office Equipment 27,530.32 30,064.80
Transportation Equipment 594.464.40 589,937.28
Furniture, Fixtures and Books 34,631.28 34,631.28
Other Property. Plant and Equipment 1,602,568.05 1,756,438.23
Amortization — Intangible Assets 117,268.38 51,034.13
Impairment Loss
Receivables (388.60) 8.039.10
Property, Plant and Equipment 56,643.75 0.00
Loss of Asset 0.00 679,104.07

Total Non — Cash Expenses

P 3,983,967.70

P 4,550,261.45
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