Republic of the Philippines

COMMISSION ON AUDIT

Commonwealth Avenuse, Quezon City, Philippines

CORPORATE GOVERNMENT SECTOR
Cluster 6 — Social, Cultural, Trading, Promotional and Other Services

June 30, 2021

THE BOARD OF TRUSTEES . ‘\59!'
Cultural Center of the Philippines 26Ul
CCP Complex, Roxas Boulevard, °$/80 { 3
Pasay City ﬁoo.rv\ o? Aol
Gentlemen/Mesdames:

Pursuant to Section 2, Article IX-D of the Philippine Constitution and Section 43 of
Presidential Decree (PD) No. 1445, otherwise known as the Government Auditing Code
of the Philippines, we transmit herewith our report on the results of the audit of the
accounts and transactions of the Cultural Center of the Philippines (CCP), for the
years ended December 31, 2020 and 2019.

The report consists of the Independent Auditor's Report, the Audited Financial
Statements, the Observations and Recommendations, and the Status of implementation
of Prior Year's Audit Recommendations.

The Auditor expressed a qualified opinion on the fairness of presentation of the financial
statements of the CCP in view of the faithful representation in the financial statements of
the balance of the Property, Plant and Equipment (PPE) account with carrying amount of
P1.043 billion as at December 31, 2020 was not established due to: (a) variance of
P91.564 million between the balances per books and the Report on the Physical Count
of PPE (RPCPPE); and (b) the PPE Ledger Cards (PPELCs) and Property Cards (PCs)
were not updated for various PPE items with total net book value of P59.077 million
resulting in the difficulty in conducting reconciliation, contrary to the Conceptual
Framework for General Purpose Financial Reporting by Public Sector Entities and
Paragraph 27 of the International Public Sector Accounting Standard (IPSAS) 1.

For the afore-cited observation, which caused the issuance of a qualified opinion, we
recommended that Management:

a. Direct the Accounting Division and the Property and Supply Division to:

i. Exert all efforts to reconcile the discrepancy of P91.564 million between the
balances per books and the RPCPPE and to effect the necessary adjusting
entries and/or corrections on the affected records;



ii. Update the PPELCs and the PCs to facilitate reconciliation of PPE account:;
and

ii. Religiously conduct periodic validation, verification and reconciliation of the
recorded PPEs to establish their existence and for fair presentation of the
account balance in the financial statements.

Congider applying the provisions of COA Circular No. 2020-006 dated January
31, 2020 pertaining to the “one-time cleansing of PPE account balances of
government agencies” to establish PPE balances that are verifiable as to
existence, condition and accountability.

The other significant audit observations and recommendations that need immediate
action are as follows:
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The correctness and existence of the balance of the Financial Assets-Other
Investments account amounting to P39.424 million were not established due to:
(a) Stock Certificates totaling 16,017,004 shares valued at P7.582 million are not
yet registered in the name of the CCP; (b) recorded shares of stocks totaling
P99,750 were not supported with Stock Certificates; and (c) twenty-eight (28)
PLDT shares of stocks amounting to P37,856 were not recorded in the books
and were not registered in the name of the CCP, contrary to Paragraph 27 of
IPSAS 1. Likewise, the Financial Assets-Other Investments account was
understated by P937,689 due to non-recognition of gain from changes in fair
value of four (4) investment accounts, contrary to Paragraph 64 of IPSAS 29.

We reiterated our previous year’s audit recommendations that Management:

a. Coordinate with the concemed Stock Transfer Agents for the
documentation and transfer of ownership of the shares of stocks in the
name of CCP;

b.  Exert all efforts in confirming the status of the recorded shares of stocks not
duly supported with Stock Certificates; and

c. Instruct the Accounting Division to thoroughly analyze the Financial Assets-
Other Investments account and make necessary adjustments in the books
to fairly present the account in the financial statements.

Dormant receivables and cash advances accounts totaling P77.648 million as of
December 31, 2020 had been outstanding for a period of ten (10) to forty-one
(41) years, and yet CCP has not filed a request for authority to write-off in
accordance with the procedures prescribed under COA Circular No. 2016-
005 dated December 19, 2016.

We reiterated our previous year’'s audit recommendations that Management file a
request for authority to write-off the dormant receivables and cash advances
accounts which remained inactive or non-moving for 10 years or more and where
settlement/collectability thereof could no longer be ascertained, in compliance
with the provisions of COA Circular No. 2016-005 dated December 19, 2016.



The observations together with the recommended courses of action which were
discussed by the Audit Team with concerned Management officials and staff during the
exit conference conducted on June 14, 2021 are discussed in detail in Part Il of the

report. We also invite your attention to the prior year’s partially and unimplemented audit
recommendations embodied in Part Ill of the report.

In our transmittal letter of even date, we request the President of CCP to implement the
recommendations contained in the report and to inform this Commission of the actions
taken thereon within 60 days from receipt of the report.

We acknowledge the support and cooperation that you and your staff extended to the
Audit Team, thus facilitating the submission of the report.

Very truly yours,
COMMISSION ON AUDIT

By:

/) /
Mﬁ mEGAF RIA

Director Il
Officer-in-Charge

Copy furnished:

The President of the Republic of the Philippines

The Vice President

The President of the Senate

The Speaker of the House of Representatives

The Chairperson — Senate Finance Committee

The Chairperson — Appropriations Committee

The Secretary of the Department of Budget and Management
The Governance Commission for Govemment-Owned or Controlled Corporations
The Presidential Management Staff, Office of the President
The UP Law Center

The National Library

The COA Central Library
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June 30, 2021

Mr. ARSENIO J. LIZASO
President

Cultural Center of the Philippines
CCP Complex, Roxas Boulevard,
Pasay City

Dear President Lizaso:

Pursuant to Section 2, Article IX-D of the Philippine Constitution and Section 43 of !
Presidential Decree (PD) No. 1445, otherwise known as the Government Auditing Code

of the Philippines, we transmit herewith our report on the results of the audit of the
accounts and transactions of the Cultural Center of the Philippines (CCP), for the
years ended December 31, 2020 and 2019.

The report consists of the Independent Auditor's Report, the Audited Financial
Statements, the Observations and Recommendations, and the Status of Implementation
of Prior Year's Audit Recommendations.

The Auditor expressed a qualified opinion on the fairmess of presentation of the financial
statements of the CCP in view of the faithful representation in the financial statements of
the balance of the Property, Plant and Equipment (PPE) account with carrying amount of
P1.043 billion as at December 31, 2020 was not established due to: (a) variance of
P91.564 million between the balances per books and the Report on the Physical Count
of PPE (RPCPPE); and (b) the PPE Ledger Cards (PPELCs) and Property Cards (PCs)
were not updated for various PPE items with total net book value of P59.077 million
resulting in the difficulty in condueting reconciliation, contrary to the Conceptual
Framework for General Purpose Financial Reporting by Public Sector Entities and
Paragraph 27 of the International Publie Sector Accounting Standard (IPSAS) 1.

For the afore-cited observation, which caused the issuance of a qualified opinion, we
recommended that Management:

a. Direct the Accounting Division and the Property and Supply Disision to:

i Exert all efforts to reconcile the discrepancy of P91.564 million between the
balances per books and the RPCPPE and to effect the necessary adjusting
entries and/or corrections on the affected records;



ii. Update the PPELCs and the PCs to facilitate reconciliation of PPE account;
and

ii.  Religiously conduct periodic validation, verification and reconciliation of the
recorded PPEs to establish their existence and for fair presentation of the
account balance in the financial statements.

Consider applying the provigions of COA Circular No. 2020-006 dated January
31, 2020 pertaining to the “one-time cleansing of PPE account balances of
government agencies” to establish PPE balances that are verifiable as to
existence, condition and accountability.

The other significant audit observations and recommendations that need immediate
action are as follows:
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2.1

The correctness and existence of the balance of the Financial Assets-Other
Investments account amounting to P39.424 million were not established due to:
(a) Stock Certificates totaling 16,017,004 shares valued at P7.582 million are not
yet registered in the name of the CCP; (b) recorded shares of stocks totaling
P99,750 were not supported with Stock Certificates: and (c) twenty-eight (28)
PLDT shares of stocks amounting to P37,856 were not recorded in the books
and were not registered in the name of the CCP, contrary to Paragraph 27 of
IPSAS 1. Likewise, the Financial Assets-Other Investments account was
understated by P937,669 due to non-recognition of gain from changes in fair
value of four (4) investment accounts, contrary to Paragraph 64 of IPSAS 29.

We reiterated our previous year's audit recommendations that Management:

a. Coordinate with the concerned Stock Transfer Agents for the
documentation and transfer of ownership of the shares of stocks in the
name of CCP;

b.  Exert all efforts in confirming the status of the recorded shares of stocks not
duly supported with Stock Certificates; and

C. Instruct the Accounting Division to thoroughly analyze the Financial Assets-
Other Investments account and make necessary adjustments in the books
to fairly present the account in the financial statements.

Dormant receivables and cash advances accounts totaling P77.648 million as of
December 31, 2020 had been outstanding for a period of ten (10) to forty-one
(41) years, and yet CCP has not filed a request for authority to write-off in
accordance with the procedures prescribed under COA Circular No. 2016-
005 dated December 19, 2018.

We reiterated our previous year's audit recommendations that Management file a
request for authority to write-off the dormant receivables and cash advances
accounts which remained inactive or non-moving for 10 years or more and where
settlement/collectability thereof could no longer be ascertained, in compliance
with the provisions of COA Circular No. 2016-005 dated December 19, 2016.



The observations together with the recommended courses of action which were
discussed by the Audit Team with concemed Management officials and staff during the
exit conference conducted on June 14, 2021 are discussed in detail in Part Il of the
report. We also invite your attention to the prior year’s partially and unimplemented audit
recommendations embodied in Part II] of the report.

We request that appropriate actions be taken on the observations and recommendations
contained in the report and that we be informed of the action(s) taken thereon by
submitting the duly accomplished Agency Action Plan and Status of Implementation form
(copy attached) within 60 days upon receipt hereof.

We acknowledge the support and cooperation that you and your staff extended to the
Audit Team, thus facilitating the submission of the report.

Very truly yours,

COMMISSION ON AUDIT

By:

M. VEGAFRIA
Officer-in-Charge

Copy furnished:

The President of the Republic of the Philippines

The Vice President

The President of the Senate

The Speaker of the House of Representatives

The Chairperson — Senate Finance Committee

The Chairperson — Appropriations Committee

The Secretary of the Department of Budget and Management
The Governance Commission for Government-Owned or Controlled Corporations
The Presidential Management Staff, Office of the President
The UP Law Center

The National Library

The COA Central Library



(Name of the Agency and Address)

AGENCY ACTION PLAN and
STATUS OF IMPLEMENTATION
Audit Observations and Recommendations
For the Calendar Year 20XX

As of
Agency Action Plan
Reason for
Target
Implementation Partial/Delay/ :
0 Dats Non- Action
Audit Persons/Dept. Status of Implementation, | Taken/Action
Ref. Observations . | Audit Recommendations Action Plan Responsible From To Implementation if applicable to be Taken
. b
Agency sig-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
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EXECUTIVE SUMMARY

INTRODUCTION

The Cultural Center of the Philippines (Filipino: Sentrong Pangkulturang Pilipinas, or
CCP) is a Government-Owned and Controlled Corporation (GOCC) which was created
as an organization in-charge of the preservation and promotion, enhancement and
development of Philippine culture.

The Center is located at the CCP Complex, Roxas Boulevard, Pasay City. It provides
performance and exhibition venues for various local and international productions. Its
artistic programs include the production of performances, festivals, exhibitions, cultural
research, outreach, preservation, and publication of materials on Philippine art and
culture.

The Center, although an independent corporation of the Philippine government, receives
an annual subsidy from the national government and is placed under the National
Commission for Culture and the Arts (NCCA) for purposes of policy coordination.

The CCP’s Board of Trustees is composed of the following:
Chairperson:

Maria Margarita Moran-Floirendo
Members:

Stanley Borero Seludo

Marivic Hernandez Del Pilar

Michelle Nikki Magbuhat Junia

Lorna Patajo Kapunan

Zenaida Rustia Tantoco

Mary Rose Magsaysay Crisostomo

Jaime Del Carmen Laya

Baltazar Nacion Endriga
The President is Mr. Arsenio De Jesus Lizaso, assisted by Mr. Chris B. Millado, Vice-
President and Artistic Director.

FINANCIAL HIGHLIGHTS (In Philippine Peso)

. Comparative Financial Position

Increase/

2020 2019 (Decrease)

Assets 2,199,660,877 2,247,850,645 (48,189,818)
Liabilities 340,341,992 358,305,738 (17,963,746)

Net assets/equity 1,859,318,835 1,889,544,907 (30,226,072)



http://en.wikipedia.org/wiki/Filipino_language
http://en.wikipedia.org/wiki/Government_owned_and_controlled_corporation
http://en.wikipedia.org/wiki/Philippine_government
http://en.wikipedia.org/wiki/National_Commission_for_Culture_and_the_Arts
http://en.wikipedia.org/wiki/National_Commission_for_Culture_and_the_Arts
http://en.wikipedia.org/wiki/Board_of_Trustees

1. Comparative Financial Performance

Increase/
2020 2019 Decrease
Revenue 105,010,492 299,161,500 (194,151,008)
Current operating expenses 452,471,543 591,967,230 (139,495,687)
Surplus/(Deficit) from current
operations (347,461,051) (292,805,730) (54,655,321)
Other Non-operating income 175,744 1,816,039 (1,640,295)
Gains/(Loss) - net (4,645,140) (1,065,828) (3,579,312)
Income tax expense - (4,147,141) 4,147,141
Subsidy from national
government 305,102,375 384,478,144 (79,375,769)
Net surplus for the period (46,828,072) 88,275,484 (135,103,556)

M. 2020 Budget and Actual Amounts on Comparable Basis

Actual

Corporate Amounts on

Operating Comparable
Budget Basis Savings
Personnel services 235,167,000 199,910,541 35,256,459

Maintenance & other operating

expenses 361,425,000 229,277,611 132,147,389
Capital outlay 680,303,000 307,923,819 372,379,181
Prior years’ obligation 11,549,936 1,337,800 10,212,136
1,288,444,936 738,449,771 549,995,165

SCOPE OF AUDIT

The audit covered the examination, on a test basis, of the accounts, transactions and
operations of CCP for Calendar Year (CY) 2020 in accordance with International
Standards of Supreme Audit Institutions (ISSAIs). It was also aimed at expressing an
opinion as to whether the financial statements present fairly the CCP’s financial position,
results of operations and cash flows, and at determining the Agency’s compliance with
pertinent laws, rules and regulations.

AUDITOR’S OPINION

We rendered a qualified opinion on the fairness of presentation of the financial
statements of the CCP in view of the faithful representation in the financial statements of
the balance of the Property, Plant and Equipment (PPE) account with carrying amount of
P1.043 billion as at December 31, 2020 was not established due to: (a) variance of
P91.564 million between the balances per books and the Report on the Physical Count
of PPE (RPCPPE); and (b) the PPE Ledger Cards (PPELCs) and Property Cards (PCs)
were not updated for various PPE items with total net book value of P59.077 million
resulting in the difficulty in conducting reconciliation, contrary to the Conceptual



Framework for General Purpose Financial Reporting by Public Sector Entities and
Paragraph 27 of the International Public Sector Accounting Standard (IPSAS) 1.

For the afore-cited observation, which caused the issuance of a qualified opinion, we
recommended that Management:

a.

Direct the Accounting Division and the Property and Supply Division to:

i. Exert all efforts to reconcile the discrepancy of P91.564 million between the
balances per books and the RPCPPE and to effect the necessary adjusting
entries and/or corrections on the affected records;

ii. Update the PPELCs and the PCs to facilitate reconciliation of PPE account;
and

iii.  Religiously conduct periodic validation, verification and reconciliation of the
recorded PPEs to establish their existence and for fair presentation of the
account balance in the financial statements.

Consider applying the provisions of COA Circular No. 2020-006 dated January
31, 2020 pertaining to the “one-time cleansing of PPE account balances of
government agencies” to establish PPE balances that are verifiable as to
existence, condition and accountability.

SIGNIFICANT AUDIT OBSERVATIONS AND RECOMMENDATIONS

The other significant audit observations and recommendations that need immediate
action are as follows:

1.

1.1.

The correctness and existence of the balance of the Financial Assets-Other
Investments account amounting to P39.424 million were not established due to:
(a) Stock Certificates totaling 16,017,004 shares valued at P7.582 million are not
yet registered in the name of the CCP; (b) recorded shares of stocks totaling
P99,750 were not supported with Stock Certificates; and (c) twenty-eight (28)
PLDT shares of stocks amounting to P37,856 were not recorded in the books
and were not registered in the name of the CCP, contrary to Paragraph 27 of
IPSAS 1. Likewise, the Financial Assets-Other Investments account was
understated by P937,669 due to non-recognition of gain from changes in fair
value of four (4) investment accounts, contrary to Paragraph 64 of IPSAS 29.

We reiterated our previous year’s audit recommendations that Management:

a. Coordinate with the concerned Stock Transfer Agents for the
documentation and transfer of ownership of the shares of stocks in the
name of CCP;

b.  Exert all efforts in confirming the status of the recorded shares of stocks not
duly supported with Stock Certificates; and



C. Instruct the Accounting Division to thoroughly analyze the Financial Assets-
Other Investments account and make necessary adjustments in the books
to fairly present the account in the financial statements.

2. Dormant receivables and cash advances accounts totaling P77.648 million as of
December 31, 2020 had been outstanding for a period of ten (10) to forty-one
(41) years, and yet CCP has not filed a request for authority to write-off in
accordance with the procedures prescribed under COA Circular No. 2016-
005 dated December 19, 2016.

2.1.  We reiterated our previous year’s audit recommendations that Management file a
request for authority to write-off the dormant receivables and cash advances
accounts which remained inactive or non-moving for 10 years or more and where
settlement/collectability thereof could no longer be ascertained, in compliance
with the provisions of COA Circular No. 2016-005 dated December 19, 2016.

SUMMARY OF AUDIT SUSPENSIONS, CHARGES AND DISALLOWANCES
There were no unsettled audit suspensions, disallowances and charges as of December

31, 2020.

STATUS OF IMPLEMENTATION OF PRIOR YEAR’S AUDIT RECOMMENDATIONS

Of the fifteen (15) audit recommendations embodied in the prior year's Annual Audit
Report (AAR), eight (8) were fully implemented, four (4) were partially implemented and
three (3) were not implemented.
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Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Avenue, Quezon City, Philippines

INDEPENDENT AUDITOR’S REPORT

THE BOARD OF TRUSTEES
Cultural Center of the Philippines
Roxas Boulevard, Pasay City

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the financial statements of the Cultural Center of the Philippines
(CCP), which comprise the statements of financial position as at December 31, 2020
and 2019, and the statements of financial performance, statements of changes in net
assets/equity, and statements of cash flows for the years then ended, statement of
comparison of budget and actual amounts for the year ended December 31, 2020, and
notes to financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter described in the Basis for
Qualified Opinion section of our report, the accompanying financial statements present
fairly, in all material respects, the financial position of the CCP, as at December 31, 2020
and 2019, and its financial performance and its cash flows for the years then ended in
accordance with International Public Sector Accounting Standards (IPSASs).

Basis for Qualified Opinion

The faithful representation in the financial statements of the balance of the Property,
Plant and Equipment (PPE) account with carrying amount of P1.043 billion as at
December 31, 2020 was not established due to: (a) variance of P91.564 million between
the balances per books and the Report on the Physical Count of PPE; and (b) the PPE
Ledger Cards and Property Cards were not updated for various PPE items with total net
book value of P59.077 million resulting in the difficulty in conducting reconciliation,
contrary to the Conceptual Framework for General Purpose Financial Reporting by
Public Sector Entities and Paragraph 27 of IPSAS 1.

We were not able to perform alternative audit procedures to determine if any adjustments to
the PPE account are necessary due to the status of records of the CCP’s Accounting and
the Property and Supply Divisions.

We conducted our audits in accordance with the International Standards of Supreme
Audit Institutions (ISSAIs). Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the CCP in accordance with the Revised
Code of Conduct and Ethical Standards for the Commission on Audit Officials and
Employees (Code of Ethics) together with the ethical requirements that are relevant to



our audit of the financial statements in the Philippines, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the Code of Ethics.
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Responsibilities of Management and Those Charged with
Governance for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the
CCP’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management
either intends to liquidate CCP or to cease operations, or has no realistic alternative but
to do so.

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

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor's report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISSAls will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISSAls, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

. Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the CCP's internal control.

° Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.



. Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the CCP's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the CCP to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information for the year ended
December 31, 2020, required by the Bureau of Internal Revenue as disclosed in Note 34
to the financial statements is presented for purposes of additional analysis and is not a
required part of the basic financial statements prepared in accordance with IPSASs.
Such supplementary information is the responsibility of management.

COMMISSION ON AUDIT

SUZE G. PORNALES

OIC - Supervising Auditor

Audit Group G — Development, Media and Other Agencies

Cluster 6-Social, Cultural, Trading, Promotional and Other Services
Corporate Government Sector

June 14, 2021
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Cultural Center of the Philippines

SENTRONG PANGKULTURA NG PILIPINAS

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of the Cultural Center of the Philippines is responsible for the
preparation of the financial statements as at December 31, 2020 and 2019, including
the additional components attached thereto in accordance with the prescribed financial
reporting framework indicated therein. The responsibility includes designing and
implementing internal controls relevant to the preparation and fair presentation of
financial statements that are free from material misstatement whether due to fraud or
error, selecting and applying appropriate accounting policies and making accounting
estimates that are reasonable in the circumstances.

The Board of Trustees reviews and approves the financial statements before such
statements are issued to the regulators, creditors and other users.

The Commission on Audit has audited the financial statements of the Cultural Center of
the Philippines in accordance with the International Standards of Supreme Audit
Institutionsand has expressed its opinion on the fairness of presentation upon
completion of such audit, in its report to the Board of Trustees.

T i B
y
MARGARITA MORAN- FLOIRENDO

Chairman of the Board

June 14, 2021
Date signed

/

\__ARSENIO J. LIZASO -
President/Vice President for Administration and Finance

June 14, 2021
Date signed

Roxas Boulevard, Pasay City |300, Philippines / Tels.: (632) 832-1125 t0 32 / Fax: (632) 834-047 | or 832-3683 / www.cultural center.gov.ph



CULTURAL CENTER OF THE PHILIPPINES
STATEMENTS OF FINANCIAL POSITION
As of December 31, 2020 and 2019

(in Philippine Peso)

2019
Notes 2020 (As Restated)
ASSETS
Current Assets
Cash and cash equivalents 6 292,988,330 288,375,878
Financial assets 7 459,604,042 568,711,011
Receivables - net 8 41,301,799 44,348,849
Inventories 9 14,474,802 15,342,296
Other current assets 12.1 45,227,977 50,606,556
Total Current Assets 853,596,950 967,384,590
Non-Current Assets
Investment property 10 298,672,367 240,382,163
Property, plant and equipment - net 11 1,043,380,565 1,040,005,959
Deferred tax asset 12.2 3,933,012 -
Other non- current assets 12.3 77,933 77,933
Total Non- Current Assets 1,346,063,877 1,280,466,055
TOTAL ASSETS 2,199,660,827 2,247,850,645
LIABILITIES

Current Liabilities
Financial liabilities 13 155,328,446 166,363,697
Inter-agency payables 14 6,632,068 11,762,692
Trust liabilities 15 162,383,983 164,621,560
Deferred credits/unearned income 16 10,372,541 11,213,703
Other payables 17 5,624,954 4,344,086
TOTAL LIABILITIES 340,341,992 358,305,738
NET ASSETS (Total Assets Less Total Liabilities) 1,859,318,835 1,889,544,907
NET ASSETS/EQUITY
Government equity 18 1,584,502,488 1,567,900,488
Accumulated surplus/(deficit) 19 274,816,347 321,644,419

TOTAL NET ASSETS/EQUITY

1,859,318,835

1,889,544,907

The notes on pages 10 to 51 form part of these financial statement



CULTURAL CENTER OF THE PHILIPPINES
STATEMENTS OF FINANCIAL PERFORMANCE
For the Years Ended December 31, 2020 and 2019

(in Philippine Peso)

2019
Note 2020 (As Restated)
REVENUE

Service and business income 20 104,563,237 296,111,616
Shares, grants and donations 21 447 255 3,049,884
Total Revenue 105,010,492 299,161,500

CURRENT OPERATING EXPENSES
Personnel services 22 199,910,541 215,206,046
Maintenance and other operating expenses 23 216,112,561 335,351,935
Direct cost 24 1,118,074 8,495,652
Financial expenses 25 376,681 647,960
Non-cash expenses 26 34,953,686 32,265,637
Total Current Operating Expenses 452,471,543 591,967,230
SURPLUS/(DEFICIT) FROM OPERATIONS (347,461,051) (292,805,730)
Other non-operating income 271 175,744 1,816,039
Gains 27.2 74,928 1,046,467
Losses 27.3 (4,720,068) (2,112,295)
(4,469,396) 750,211
DEFICIT BEFORE TAX (351,930,447) (292,055,519)
Income tax expense 28 - (4,147,141)
DEFICIT AFTER TAX (351,930,447) (296,202,660)
Net assistance/subsidy 29 305,102,375 384,478,144
NET SURPLUS/(DEFICIT) FOR THE PERIOD (46,828,072) 88,275,484

The notes on pages 10 to 51 form part of these financial statements.



CULTURAL CENTER OF THE PHILIPPINES

STATEMENTS OF CHANGES IN NET ASSETS/EQUITY

For the Years Ended December 31, 2020 and 2019

(in Philippine Peso)

Accumulated Government
Surplus/ (Deficit) Equity
Note 19 Note18 Total
BALANCE AS AT JANUARY 1, 2019 173,440,125 1,567,900,488 1,741,340,613
ADJUSTMENTS:
Add/(Deduct):

Prior year adjustments 59,928,810 - 59,928,810
RESTATED BALANCE AS AT JANUARY 1, 2019 233,368,935 1,567,900,488 1,801,269,423
Changes in Net Assets/Equity for CY 2019

Add/(Deduct):

Surplus/(Deficit) for the period 88,275,484 - 88,275,484
RESTATED BALANCE AS AT DECEMBER 31, 2019 321,644,419 1,567,900,488 1,889,544,907
Changes in Net Assets/Equity for CY 2020

Add/(Deduct):

Surplus/(Deficit) for the period (46,828,072) - (46,828,072)

Other adjustments - 16,602,000 16,602,000
BALANCE AS AT DECEMBER 31, 2020 274,816,347 1,584,502,488 1,859,318,835

The notes on pages 10 to 51 form part of these financial statements.



CULTURAL CENTER OF THE PHILIPPINES

STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2020 and 2019

(in Philippine Peso)

Note 2020 2019
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Inflows
Subsidy received from the national government 315,833,375 395,556,842
Collection of rent 83,322,358 196,812,019
Collection of prior years' receivables 10,178,727 76,824,346
Collection of operating and service income 4,984,005 51,979,332
Unremitted ticket sales and refundable violation deposits - 25,222,114
Funds received for CCP projects 2,375,255 11,609,951
Collection of miscellaneous income 197,669 1,401,737
Collection of contributions withheld - 583,245
Total Cash Inflows 416,891,389 759,989,586
Prior year's adjustments 4,635,159 2,532,681
Adjusted cash inflows 421,526,548 762,522,267
Cash Outflows
Unremitted ticket sales and refundable violation deposits (6,933,450) -
Miscellaneous liabilities & deferred credits (55,272) (2,513,933)
Guaranty deposit - (339,613)
Collection of contributions withheld (3,381,717) -
Purchase of inventories (1,336,155) (2,964,181)
Prepayments (4,688,385) (20,990,034)
Advances (16,170,024) (33,405,448)
Payment of prior year's expenses/payables (114,897,880) (82,780,570)
Payment of maintenance and other operating expenses (117,333,912) (189,099,175)
Payment of personnel services (189,473,543) (207,460,999)
Total Cash Outflows (454,270,338) (539,553,953)
Net Cash Provided by (Used in) Operating Activities (32,743,790) 222,968,314
CASH FLOWS FROM INVESTING ACTIVITIES
Cash inflows
Termination of short term investment 105,390,407 -
Income from investments 9,183,129 17,083,359
Total Cash Outflows 114,573,536 17,083,359
Purchase of short term investment - (95,781,665)
Purchase/rehabilitation/construction of
plant, property and equipment (77,217,294) (88,915,430)
Total Cash Outflows (77,217,294) (184,697,095)
Net Cash Provided (Used in) Investing Activities 37,356,242 (167,613,736)
Net Increase (Decrease) in Cash and Cash Equivalent 4,612,452 55,354,578
CASH AND CASH EQUIVALENTS, Beginning of Year 288,375,878 233,021,300
CASH AND CASH EQUIVALENTS, end of year 6 292,988,330 288,375,878

The notes on pages 10 to 51 form part of these financial statements.



CULTURAL CENTER OF THE PHILIPPINES
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
For the Year Ended December 31, 2020

(in Philippine Peso)

Budgeted Amounts Actual .
Amounts on Difference

Original Final Comparable  (Final Budget
Particulars Basis and Actual)
Receipts
Rental income 105,000,000 105,000,000 76,108,889 28,891,111
Operating and service income 73,097,000 73,097,000 6,126,746 66,970,254
Parking fees 20,000,000 20,000,000 9,746,500 10,253,500
Interest income 8,000,000 8,000,000 12,581,102 (4,581,102)
Miscellaneous income 12,000 12,000 175,744 (163,744)
Subsidy income from government 1,072,161,000 1,072,161,000 315,833,375 756,327,625
Total Receipts 1,278,270,000 1,278,270,000 420,572,356 857,697,644
Payments
Personnel services 235,269,000 235,167,000 199,910,541 35,256,459
Maintenance and other operating expenses 400,486,000 361,425,000 229,277,611 132,147,389
Capital outlay 680,303,000 680,303,000 307,923,819 372,379,181
Prior years' obligations 11,549,936 11,549,936 1,337,800 10,212,136
Total Payments 1,327,607,936 1,288,444,936 738,449,771 549,995,165
Net Receipts/Payments (49,337,936) (10,174,936) (317,877,415) 307,702,479

The notes on pages 10 to 51 form part of these financial statements.



CULTURAL CENTER OF THE PHILIPPINES
NOTES TO FINANCIAL STATEMENTS
(All amounts in Philippine Peso, unless otherwise stated)

1. GENERAL INFORMATION/ENTITY PROFILE

The financial statements of the Cultural Center of the Philippines (Filipino: Sentrong
Pangkulturang Pilipinas, or CCP) were authorized for issue on June 14, 2021 as shown in
the Statement of Management’s Responsibility for Financial Statements signed by
Margarita Moran—Floirendo, the Chairperson of the Board of Trustees (BOT).

The CCP is located at the CCP Complex, Roxas Boulevard, Pasay City, with a total land
area of 608,569 square meters. It was created in 1966 through Executive Order (EO) No.
30 and formally inaugurated on September 8, 1969, as a trust for the benefit of the people
for the purpose of preserving and promoting Philippine culture in all its varied aspects. As
a Government Owned and/or Controlled Corporation (GOCC), CCP through the years,
has evolved into a premier Philippine institution for culture and the arts.

The CCP initially served as the center for performing arts showcasing the best in Filipino
creativity and artistry notably in theater, music and dance. It expanded its reach in 1987
by becoming the coordinating center for artistic and cultural activities and continued to
function as such for the next ten years.

Upon the establishment of the National Commission for Culture and the Arts (NCCA), CCP
assumed a new role and became the center for the performing arts which seeks to
catalyze cultural and artistic development by encouraging, nurturing, conserving,
showcasing and disseminating Filipino creativity and artistic experience as well as
continue to provide world-class programs, services and facilities. It has also become the
prime mover in the establishment of regional arts and culture organizations.

The CCP nurtures and promotes artistic excellence, Filipino aesthetics and identity, and
cultural values towards a humanistic global society.

2, STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION OF
FINANCIAL STATEMENTS

2.1 Statement of Compliance with International Public Sector Accounting
Standards (IPSASs)

The financial statements have been prepared in compliance with the IPSASs, formerly
Philippine Public Sector Accounting Standards (PPSASSs), prescribed for adoption by the
Commission on Audit (COA) through COA Resolution No. 2014-003 dated January 24,
2014. The PPSASs were renamed to IPSASs per COA Resolution No. 2020-01 dated
January 9, 2020.

The accounting policies have been consistently applied throughout the year presented.
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2.2 Preparation of Financial Statements

The CCP’s financial statements have been prepared on the basis of historical cost, unless
stated otherwise. The Statement of Cash Flows is prepared using the direct method.

The financial statements are presented in Philippine Peso, the CCP’s functional and
presentation currency and amounts are rounded off to the nearest peso, unless otherwise
stated.

The preparation of financial statements in compliance with the adopted IPSASs requires
the use of certain accounting estimates. It also requires the entity to exercise judgment in
applying the entity’s accounting policies. The areas where significant judgments and
estimates have been made in preparing the financial statements and their effects are
disclosed in Note 3.17.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
3.1 Basis of Accounting

The CCP’s financial statements are prepared on an accrual basis in accordance with the
IPSASSs.

3.2 Financial instruments
a. Financial assets
i Initial recognition and measurement

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

Purchases or sales of financial assets that require delivery of assets within a time
frame established by regulation or convention in the marketplace (regular way
trades) are recognized on the trade date, i.e., the date that the CCP commits to
purchase or sell the asset.

The CCP’s financial assets include: cash and cash equivalents, quoted and

unquoted financial instruments, derivative financial instruments, trade and other
receivables, loans and other receivables.

ii. Subsequent measurement

The subsequent measurement of financial assets depends on their classification.
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1. Financial assets at fair value through surplus or deficit

Financial assets at fair value through surplus or deficit include financial
assets held for trading and financial assets designated upon initial
recognition at fair value through surplus or deficit. Financial assets are
classified as held for trading if they are acquired for the purpose of selling or
repurchasing in the near term.

Derivatives, including separated embedded derivatives, are also classified
as held for trading unless they are designated as effective hedging
instruments. Financial assets at fair value through surplus or deficit are
carried in the Statement of Financial Position at fair value with changes in fair
value recognized in surplus or deficit.

2. Held-to-maturity

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

After initial measurement, held-to-maturity investments are measured at
amortized cost using the effective interest method, less impairment.
Amortized cost is calculated by taking into account any discount or premium
on acquisition and fees or costs that are an integral part of the effective
interest rate. The losses arising from impairment are recognized in surplus
or deficit.

3. Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. After initial
measurement, such financial assets are subsequently measured at
amortized cost using the effective interest method, less impairment.

Amortized cost is calculated by taking into account any discount or premium
on acquisition and fees or costs that are an integral part of the effective
interest rate. Losses arising from impairment are recognized in the surplus
or deficit.

iii. Derecognition

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

1. the contractual rights to the cash flows from the financial asset expired
or waived; and

2. the CCP has transferred its contractual rights to receive the cash flows
of the financial assets, or retains the contractual rights to receive the
cash flows of the financial assets but assumes a contractual obligation
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to pay the cash flows to one or more recipients in an arrangement that
meets the conditions set forth in IPSAS 29 Financial Instruments:
Recognition and Measurement; and either the entity has:

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

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

iv. Impairment of financial assets

The CCP assesses at each reporting date whether there is objective evidence that
a financial asset or a group of financial assets is impaired. A financial asset or a
group of financial assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that has occurred after
the initial recognition of the asset (an incurred "loss event") and that loss event has
an impact on the estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated.

Evidence of impairment may include the following indicators:

1. The debtors or a group of debtors are experiencing significant financial
difficulty;

2. Default or delinquency in interest or principal payments;

3. The probability that debtors will enter bankruptcy or other financial
reorganization; and

4, Observable data indicates a measurable decrease in estimated future
cash flows (e.g., changes in arrears or economic conditions that
correlate with defaults).

V. Financial assets carried at amortized cost

For financial assets carried at amortized cost, the CCP first assesses whether
objective evidence of impairment exists individually for financial assets that are
individually significant, or collectively for financial assets that are not individually
significant. If the CCP determines that no objective evidence of impairment exists
for an individually assessed financial asset, whether significant or not, it includes
the asset in a group of financial assets with similar credit risk characteristics and
collectively assesses them for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is, or continues to be, recognized
are not included in a collective assessment of impairment.

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

The carrying amount of the asset is reduced through the use of an allowance
account and the amount of the loss is recognized in surplus or deficit. Receivables
together with the associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realized or transferred to
CCP. If, in a subsequent year, the amount of the estimated impairment loss
increases or decreases because of an event occurring after the impairment was
recognized, the previously recognized impairment loss is increased or reduced by
adjusting the allowance account. The request for write-off of accounts is based on
the guidelines prescribed in COA Circular No. 2016-005 dated December 19,
2016. If a future write-off is later recovered, the recovery is credited in surplus and
deficit.

Financial liabilities

i Initial recognition and measurement

Financial liabilities within the scope of IPSAS 29 are classified as financial liabilities
at fair value through surplus or deficit, or loans and borrowings, as appropriate.

The entity determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognized initially at fair value and, in the case of loans
and borrowings, plus directly attributable transaction costs.

The CCP’s financial liabilities include trade and other payables, bank overdrafts,
loans and borrowings, and financial guarantee contracts.

ii. Subsequent measurement

The measurement of financial liabilities depends on their classification.
1. Financial liabilities at fair value through surplus or deficit.
Financial liabilities at fair value through surplus or deficit include financial
liabilities held for trading and financial liabilities designated upon initial

recognition at fair value through surplus or deficit.

Financial liabilities are classified as held for trading if they are acquired for
the purpose of selling in the near term.

This category includes derivative financial instruments that are not
designated as hedging instruments in hedge relationships as defined by
IPSAS 29.

Gains or losses on liabilities held for trading are recognized in surplus or
deficit.
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C.

2. Loans and borrowings

After initial recognition, interest bearing loans and borrowings are
subsequently measured at amortized cost using the effective interest
method. Gains and losses are recognized in surplus or deficit when the
liabilities are derecognized as well through the effective interest method
amortization process.

Amortized cost is calculated by taking into account any discount or premium
on acquisition and fees or costs that are an integral part of the effective
interest rate.

iii. Derecognition

A financial liability is derecognized when the obligation under the liability expires
or is discharged or cancelled.

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

Offsetting of 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 assets and settle the liabilities simultaneously.

d.

Fair value of financial instruments

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

e.

Derivative financial instruments
i. Initial recognition and subsequent measurement

The CCP uses derivative financial instruments such as forward currency contracts
and interest rate swaps to hedge its foreign currency risks and interest rate risks,
respectively. Such derivative financial instruments are initially recognized at fair
value on the date on which a derivative contract is entered into and are
subsequently remeasured at fair value. Derivatives are carried as financial assets
when the fair value is positive and as financial liabilities when the fair value is
negative.

Any gains or losses arising from changes in the fair value of derivatives are taken
directly to surplus or deficit. The CCP does not apply hedge accounting.
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3.3 Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand and cash in bank, deposits on call and
highly liquid investments with an original maturity of three months or less, which are readily
convertible to known amounts of cash and are subject to insignificant risk of changes in
value.

3.4 Inventories
Inventory is measured at cost upon initial recognition. To the extent that inventory are
received through non-exchange transactions (for no cost or for a nominal cost), the cost

of the inventory is its fair value at the date of acquisition.

Inventories are recognized as an expense when deployed for utilization or consumption in
the ordinary course of operations of the CCP.

3.5 Investment Property

Investment property is measured initially at cost, including transaction costs. The carrying
amount includes the replacement cost of components of an existing investment property
at the time that cost is incurred if the recognition criteria are met and excludes the costs
of day-to-day maintenance of an investment property.

Investment property acquired through a non-exchange transaction is measured at its fair
value at the date of acquisition. Subsequent to initial recognition, investment property is
measured using the cost model and is depreciated over its estimated useful life.
Investment property is derecognized either when it has been disposed of or when it is
permanently withdrawn from use and no future economic benefit or service potential is
expected from its disposal. The difference between the net disposal proceeds and the
carrying amount of the asset is recognized in the surplus or deficit in the period of
derecognition.

Transfers are made to or from investment property only when there is a change in use.

The CCP uses the cost model for the measurement of investment property after initial
recognition.

3.6 Property, Plant and Equipment
a. Recognition

An item is recognized as Property, Plant, and Equipment (PPE) if it meets the
characteristics and recognition criteria as a PPE.

The characteristics of PPE are as follows:

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

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

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

ii. the cost or fair value of the item can be measured reliably; and
ii. the costis at least P15,000.

b. Measurement at recognition

An item recognized as PPE is measured at cost.

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

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

Cost includes the following:

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

ii. Expenditure that is directly attributable to the acquisition of the items; and

iii. 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.

C. Measurement after recognition

After recognition, all PPE, with the exception of land, are stated at cost less accumulated
depreciation and impairment losses.

When significant parts of PPE are required to be replaced at intervals, the CCP 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.
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d.

Depreciation

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

The depreciation charge for each period is recognized as expense unless it is included in
the cost of another asset.

e.

i. 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 on or before the 15" of the month. However,

if the PPE is available for use after the 15" of the month, depreciation is for the
succeeding month.

ii. Depreciation method

The straight-line method of depreciation is adopted unless another method is more
appropriate for entity’s operation.

ii. Estimated useful life

The CCP uses the life span of PPE prescribed by COA in determining the specific
estimated useful life for each asset based on its experience, as follows:

Building and structures - 30 years

Medical equipment - 10 years
Furniture and fixtures - 10 years
Machineries - 10 years
Motor vehicles - 7 years
Office equipment - Syears
Library books - Syears

iv. Residual value

The CCP uses a residual value equivalent to at least five per cent (5%) of the cost
of the PPE.

Impairment

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

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

3.7 Leases

CCP as a lessor (Operating lease)

Leases in which the CCP does not transfer substantially all the risks and rewards of
ownership of an asset are classified as operating leases. Initial direct costs incurred in
negotiating an operating lease are added to the carrying amount of the leased asset and
recognized over the lease term. Rent received from an operating lease is recognized as
income on a straight-line basis over the lease term. Contingent rents are recognized as
revenue in the period in which they are earned.

The depreciation policies for PPE are applied to similar assets leased by the entity.
3.8 Changes in Accounting Policies and Estimates

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

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

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

a. Restating the comparative amounts for prior period(s) presented in which the
error occurred; or

b. If the error occurred before the earliest prior period presented, restating the
opening balances of assets, liabilities and net assets/equity for the earliest
prior period presented.

3.9 Foreign Currency Transactions

Transactions in foreign currencies are initially recognized by applying the spot exchange
rate between the functional currency and the foreign currency at the transaction date.

At each reporting date:

a. Foreign currency monetary items are translated using the closing rate;
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b.  Non-monetary items that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the
transaction; and

c. Non-monetary items that are measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value is
determined.

Exchange differences arising (a) on the settlement of monetary items, or (b) on translating
monetary items at rates different from those at which they are translated on initial
recognition during the period or in previous financial statements, are recognized in surplus
or deficit in the period in which they arise, except as those arising on a monetary item that
forms part of a reporting entity's net investment in a foreign operation.

3.10 Revenue from Non-exchange Transactions

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

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

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

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

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

b. Recognition of revenue from non-exchange transactions

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

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

C. Measurement of revenue from non-exchange transactions

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

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

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