Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Ave., Quezon City
CORPORATE GOVERNMENT SECTOR
CLUSTER 1 - BANKING AND CREDIT

INDEPENDENT AUDITOR’S REPORT

The Board of Directors

LBP Resources and Development Corporation
898 M. H. Del Pilar corner Quintos St.

Malate, Manila

We have audited the accompanying financial statements of LBP Resources and
Development Corporation, a wholly-owned subsidiary of Land Bank of the Philippines,
which comprise the statements of financial position as at December 31, 2016 and 2015
and the statements of comprehensive income, statements of changes in equity, and
statements of cash flows for the years then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Philippine Financial Reporting Standards, and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits in accordance with Philippine Public Sector Standards
on Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or eror. |In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion-on- the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.




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

Opinion

In our opinion, the financial statements present fairly, in all material respects, the
financial position of LBP Resources and Development Corporation as at December
31, 2016 and 2015 and its financial performance and its cash flows for the years then
ended in accordance with Philippine Financial Reporting Standards.

COMMISSION ON AUDIT

cord o shnclled)

Supervising Auditor

May 31, 2017




LBP Resources and Development Corporation

Fotmerly U6 (Land Bank) Healty De verlopment Corporation
A Subsidiary of the Land Bank of the Philippinas

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS/ANNUAL INCOME TAX RETURN

The Management of LBP RESOURCES AND DEVELOPMENT CORPORATION is
responsible for the preparation and fair presentation of the financial statements
including schedules attached therein, for the years ended December 31, 2016
and 2015, in accordance with the prescribed financial reporting framework
indicated therein and for such internal control as managemen! determines is
necessary fo enable the preparation of financial stalements that are free from
material misstatement, whether due to fraud and ernor.

In preparing Ihe financial statements, management is responsible for QssEssing
the Company’s ability 1o continue as o going concern, disclosing, s opplicable
matlters related lo going concemn and using the going concem basis of
accounting unless management either inlends 1o liquidate the Company or to
cease operations or has no redlistic altemative but 1o do so.

The Board of Directors or Trustaes is responsible for overseeing the Company's
finoncial reporting process.

The Boaord of Directors or Trustee reviews and approves the financial statements
including the schedules attached Iherein, and submils the same to the
stockholders or members.

Commission on Audil, the independent auditor appointed by the slockholders,
has audiled the financial statement of the company in accordance with The
Philippine Standards on Auditing and in its report fo the stockholders or members.
has expressed its opinion on the faimess of presentation upon compiletion of such
audit.

Alty. I\g LC IO

Boord of Dire¢for/Designated Authorized Signatory/
Chairman, Executive Commiittee

Ms. “GUEVARRA
Pr ent and CEQ

Ms. RUSTICA P, LOCSIN
Chief Finarjcial Officer

Signed this 3lck day of May, 2017
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LBP RESOURCES AND DEVELOPMENT CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)
STATEMENTS OF FINANCIAL POSITION

December 31, 2016 and 2015
(In Philippine Peso)

Note 2016 2015
ASSETS
Non-current Assets
Property, plant and equipment 3 17,758,783 17,398,433
Investment property 4 102,771,396 103,891,380
Held to maturity invesments 5 92,656,449 104,004,502
Available for sale financial asset 6 12,600 12,600
Non-current assets held for sale 7 5,373,204 20,453,619
Installment contract receivable 8 15,237,377 0
Deferred tax asset g 505,149 505,149
Other assets 10 8,698,024 4,053,647
243,012,982 250,319,330
Current Assets
Inventories 11 9,143,428 11,685,701
Receivables 12 242,003,754 236,498,501
Prepaid expenses 13 10,262,280 6,546,014
Cash and cash equivalents 14 118,343,610 78,724,358
379,753,072 333,454,574
TOTAL ASSETS 622,766,054 583,773,904
EQUITY AND LIABILITIES
EQUITY
Capital stock (50 million shares authorized
at P10.00 par value per share,
13,321,200 shares issued and paid 15 133,212,000 133,212,000
Capital in excess of par value 5,162,840 5,162,840
138,374,840 138,374,840
Revaluation increment in property 61,200,000 61,200,000
Total 199,574,840 199,574,840
Retained Earings 16
Appropriated 250,000,000 150,000,000
Unappropriated 81.465,037 149,549,979
331,465,037 299,549 979
TOTAL STOCKHOLDERS' EQUITY 531,039,877 499,124,819
LIABILITIES
Non-current Liabilities
Deferred tax liability 17 75179 75,179
75,179 75,179
Current Liabilities
Accounts payable 18 43,419,207 40,019,631
Other current liablites 19 48,231,791 44 554 275
91,650,998 84,573,906
TOTAL LIABILITIES 91,726,177 84,649,085
TOTAL LIABILITIES AND EQUITY 622,766,054 583,773,904

The Notss on pages 8 to 26 form part of these financial statements.



LBP RESOURCES AND DEVELOPMENT CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)

STATEMENTS OF COMPREHENSIVE INCOME
For the years ended December 31, 2016 and 2015

(In Philippine Peso)

Note 2016 2015

REVENUE
Construction 194,172,793 202,409,726
Manpower service income 140,576,733 130,390,477
Rental income 4 19,278,543 18,490,170
Property management income 15,619,029 14,601,124
Sales - Grand Garden Villas 15,500,000 0
Interest income 6,291,820 6,088,958
ACU Maintenance service income 5,282,187 3,819,274
Commission income 906,291 824 577
Other income 111,335 115,750

397,738,801 376,740,056
EXPENSES
Construction cost 147,623,283 152,974,256
Manpower service cost 119,638,514 114,570,419
Cost of Sales - Grand Garden Villas 15,720,626 0
Property management cost 10,003,387 9,445,739
ACU Maintenance service cost 2,591,449 666,147
Commission expense 135,903 136,094
Compensation and other operating expenses 20 15,729,078 15,699,848

311,442,240 293,492,503
NET INCOME BEFORE INCOME TAX 86,296,561 83,247,553
Provision for income tax 21 25,283,803 24 376,254
NET INCOME FOR THE Y=A= 61,002,658 58,871,299
OTHER COMPREHENSIWVE IWCOmE 0 0
TOTAL COMPREHENSNE WCIOME FOR THE YEAR 61,002,658 58,871,299

The Not=s o pages & 10 26 form part of these financial statements.



LBP RESOURCES AND DEVELOPMENT CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)
STATEMENTS OF CHANGES IN EQUITY

For the years ended December 31, 2016 and 2015
(In Philippine Peso)

Capital Revaluation Retained Earnings (Note 16)
(Ns;; c1k 5) In:rg:::;in Appropriated  Unappropriated L
Balance, December 31, 2014 138,374,840 61,200,000 150,000,000 106,948,095 456,522,935
Cash dividend declared (16,269.415) (16,269,415)
Net income for the year 58,871,299 58,871,299
Balance, December 31, 2015 138,374,840 61,200,000 150,000,000 149,549,979 499,124,819
Prior period adjustment 348,000 348,000
Cash dividend declared (29,435,600) (29,435,600)
Net income for the year 61,002,658 61,002,658
Appropnation for various projects 100,000,000 (100,000,000) 0
Balance, December 31, 2016 138,374,840 61,200,000 250,000,000 81,465,037 531,039,877

The Notes on pages 8 to 26 form part of these financial statements.



LBP RESOURCES AND DEVELOPMENT CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)

STATEMENTS OF CASH FLOWS

For the years ended December 31, 2016 and 2015

(In Philippine Peso)

Note 2016 2015
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers 353,956,986 290,388,346
Rental income received 18,232,065 18,095,634
Cash payments to suppliers (169,500,352) (119,998,318)
Cash payments for other expenses (157,561,255) (165,992,143)
Nel cash generated from operating activities 45127 444 22,493,519
CASH FLOWS FROM INVESTING ACTIVITIES
Redemption/maturity/placement of investments 21,599,479 0
Interest received 6,342,100 6,136,183
Acquisition of property and equipment (4,014,171) (1,381,159)
Net cash provided by investing activities 23,927,408 4,755,024
CASH FLOWS FROM FINANCING ACTIVITY
Payment of cash dividends (29,435,600)  (16,269,415)
Net cash used in financing activity (29,435,600) (16,269 ,415)
NET INCREASE IN CASH AND CASH EQUIVALENTS 39,619,252 10,979,128
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 14 78,724 358 67,745,230
CASH AND CASH EQUIVALENTS AT END OF YEAR 14 118,343,610 78,724,358

The Notes on pages 8 1o 26 form part of these financial statements.



LBP RESOURCES AND DEVELOPMENT CORPORATION
(A wholly-owned subsidiary of Land Bank of the Philippines)
NOTES TO FINANCIAL STATEMENTS
(Al amounts in Philippine Peso unless otherwise stated)

1. CORPORATE INFORMATION
1.1 Incorporation and Operations

LBP Resources and Development Corporation (LBRDC), formerly LB (Land Bank)
Realty Development Corporation, is a wholly-owned subsidiary of Land Bank of the
Philippines (LBP) and was created through Securities and Exchange Commission
Registration No. 61385 dated May 8, 1975.

The LBRDC was created to build, reconstruct, repair, remodel and renovate, enlarge,
alter and improve private houses and dwellings, commercial buildings and government
owned and controlled corporations and establishments (particularly the facilities of LBP,
its subsidiaries and affiliates, branches, training centers, field offices, other auxiliary
infrastructures, etc.) in support of its role under the Comprehensive Agrarian Reform
Program. Also, to engage in, operate and camy on, the business of providing and
rendering general manpower services, such as but not limited to management and
technical services, janitorial services, maintenance services, clerical messengerial,
security services and other allied services.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis of financial statements preparation

The financial statements have been prepared on a historical cost basis, except as
otherwise stated.

2.2  Statement of compliance

The financial statements of LBP Resources and Development Corporation have been
prepared in accordance with Philippine Financial Reporting Standards (PFRS).

2.3 Adoption of the Philippine Financial Reporting Standards (PFRS)/Philippine
Accounting Standards (PAS)

The accounting policies adopted are consistent with those of the previous financial year
except that the LBRDC has adopted those new/revised standards mandatory for the
financial years beginning on or after January 1, 2005. The LBRDC has adopted the
following standards during the year:

PAS 1 - Presentation of Financial Statements provides a framework within an entity,
assesses how to present fairly the transactions and other events, provides the base
criteria for classifying assets and liabilities as current or non-current: prohibits the
presentation of income from operating activities and exiraordinary items as separate line
items in statements of income; and specifies the disclosure of estimation, uncertainty
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and judgments that management has made in the process of applying the Corporation'’s
accounting policies.

PAS 8 - Accounting Policies, Changes in Accounting Estimates and Errors removes the
concept of fundamental error and allowed alternative to retrospective application of
voluntary changes in accounting policies and retrospective restatement to correct prior
period errors. It defines material omissions or misstatements and describes how to apply
the concepts of materiality when applying accounting policies and correcting errors.

PAS 10 — Events after Reporting Period, prescribes the accounting policies and
disclosures related to adjusting and non-adjusting subsequent events. Additional
disclosures required by the standards were included in the financial statements,
principally the date of authorization for release of the financial statements.

PAS 11 — Construction Contracts prescribes the accounting treatment of revenue and
costs associated with consfruction contracts. Contract revenue and costs are
recognized as revenue and expenses by reference to the stage of completion of the
contract activity at the reporting period. An expected loss is recognized as an expense
immediately when it is probable that such a loss will occur. Under the percentage of
completion method, contract revenue is recognized as revenue in the accounting periods
in which the work is performed. Contract costs are recognized as expense in the
accounting periods in which the work to which they relate is performed. The stage of
completion of a contract is determined by inspection or survey of work performed by
technical personnel.

PAS 12 — Income taxes is provided using balance sheet liability method on all temporary
differences at the balance sheet date between the tax bases of assets and liabilities and
their carrying amounts for financial reporting purposes. The carrying amount of deferred
income tax assets is reviewed at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable profit will be available to allow
the benefit of part or all of that deferred income tax assets to be utilized. Deferred
income tax assets and liabilities are measured at the tax rates that are expected to apply
to the period when the asset is realized or the liability is settled.

PAS 17 - Leases. The classification of leases is based on the extent to which risks and
rewards incidental to ownership of a leased asset lie with the lessor or the lessee.
Whether a lease is a finance lease or an operating lease depends on the substance of
the transaction rather than the form of the contract. Finance leases are capitalized in the
inception of the lease at the fair value of the leased property or if lower, at the present
value of minimum lease payments. Operating lease payments are recognized as an
expense in the income statement on a straight-line basis over the lease term.

PAS 19 - Employee Benefits. This standard requires an entity to recognize a liability
when an employee has provided service in exchange for employee benefits to be paid in
the future; an expense when the entity consumes the economic benefit arising from
service provided by an employee in exchange for employee benefits.

PAS 24 - Related Party Disclosures provides additional guidance and clarification in the
scope of the standard, the definitions and disclosures for related parties. It also requires
disclosures of the total compensation of key management personnel and benefit types.



PAS 32 - Financial Instruments: Presentation sets out the required disclosures and
presentation of financial instruments to enhance financial statements user understands
of the significance of financial instruments to an entity’s overall financial position,
performance and cash flows. Financial instruments should be classified as equity or
debt instruments based on the substance of transaction. PAS 32 includes disclosures
about the accounting policy adopted, methods used to apply those policies, the nature of
financial instruments held for each class of financial asset, financial liability and equity
instruments including significant terms and conditions that may affect the amount, timing
and certainty of future cash flows. Fair value information is also required for each class
of financial assets and liabilities.

PAS_37 - Provisions, Contingent Assets and Contingent Liabilities ensures that
appropriate recognition and measurement bases are applied to provisions, contingent
liabilities and contingent assets and significant information is disclosed resulting from
executory contracts, except where the contract is onerous,

PAS 39 ~ Financial Instruments: Recognition and Measurement, financial assets are
classified at fair value through profit or loss; held to maturity investments: loans and
receivables; and available-for-sale financial assets. These categories apply to
measurement and profit or loss recognition. A regular way purchase or sale of financial
assets shall be recognized and derecognized, as applicable, using trade date accounting
or settlement date accounting. When a financial asset or financial liability is recognized
initially, an entity shall measure it at its fair value plus, in case of financial asset or
financial liability not at fair value through profit or loss, transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial liability. After
initial recognition, an entity shall measure all financial liabilities at amortized cost using
the effective interest method, except for the financial liabilities at fair value through profit
or loss and financial liabilities that arise when a transfer of a financial asset does not
qualify for derecognition.

PAS 40 - Investment Property. Investment in land and building acquired for capital
appreciation are intended to be held for a number of years to generate income and
capital gain. These investment properties are classified as non-current investments.
Investment properties are measured initially at cost, including transaction costs.
Investment properties are derecognized when either they have been disposed of or
when the investment property is permanently withdrawn from use and no future
economic benefit is expected from its disposal. Any gains or losses on the retirement or
disposal of an investment property are recognized in the income statement in the year of
retirement or disposal.

24 e of estimat

Management makes estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. The estimates and assumptions used in
the accompanying financial statements are based on Management's evaluation of
relevant facts and circumstances as of the date of the financial statements. Actual
results could differ from such estimates.
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2.5 Property, plant and egquipment

These are carried at cost less accumulated depreciation and amortization and any
impairment in value.

The initial cost of property and equipment comprises its construction cost or purchase
price and any directly attributable costs of bringing the asset to its working condition and
location for its intended use. Expenditures incurred after the property and equipment
has been put into operation, such as repairs and maintenance are normally charged to
operations in the period in which the cost are incurred. In situations where it can be
clearly demonstrated that the expenditures have resulted in an increase in the future
economic benefits its originally assessed standard of performance, the cost of
replacement are capitalized.

Depreciation and amortization is computed on a straight-line basis over the estimated
useful lives of the assets as follows: construction, transportation and other equipment —
five years.

An item of property and equipment is derecognized upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising on
derecognition of the asset (calculated as the difference between the disposal proceeds
and the carrying amount of the asset) is included in the income statement in the year the
asset was derecognized.

The asset’s residual values, useful lives and methods are reviewed periodically to
ensure that the period of depreciation and amortization are consistent with the expected
pattern of economic benefits from items of property and equipment.

2.6 Investment property

Investment property is measured at cost, including transaction costs. The carrying
amount includes the cost of replacing part of an existing investment property at the time
that cost is incurred if the recognition criteria are met and excludes the cost of day to day
servicing of an investment property. The LBRDC has been adopting the cost mode! in
recognizing its investment property. However, this was inadvertently stated at “fair
value” in prior years.

Depreciation is computed using the straight-line method over the estimated useful lives
of the asset. The estimated useful life of investment property for building is 30 years.

2.7 Intangible assets

Intangible asset is measured on initial recognition at cost and amortized on a straight
line method over the useful economic life beginning on the period the intangible asset
was available for use.

Acquired computer software licenses are capitalized on the basis of the costs incurred to

acquire and bring to use the specific software. These costs are amortized on the basis
of the expected useful life of five years.
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