3. Summary of Significant Accounting Policies

3.1 Basis of accounting

The financial statements are prepared on an accrual basis in accordance with the
Philippine Public Sector Accounting Standards (PPSAS) and generally accepted
accounting principles.

3.2 Cash and cash equivalents

Cash and cash equivalents comprise of petty cash fund and cash in bank.

3.3 Inventories

Inventory is measured at cost upon initial recognition. The cost of ending inventories
of supplies and other supplies are computed using the weighted average method of

inventory costing.

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

3.4 Property, Plant and Equipment
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:
e 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:
e It is probable that future economic benefits or service potential associated
with the item will flow to the entity; and
e The cost or fair value of the item can be measured reliably.
Measurement at Recognition

An item recognized as property, plant, and equipment is measured at cost.

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



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

Cost includes the following:

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

e expenditure that is directly attributable to the acquisition of the items; and

° initia] 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 After Recognition

After recognition, all property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

Depreciation

Each part of an item of property, plant, and equipment 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 on or before the 15th of the month. However, if
the PPE is available for use after the 15th of the month, depreciation is for the
succeeding month.

Depreciation Method

The straight line method of depreciation shall be adopted unless another method is
more appropriate for agency operation. :



