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Repott on the Financial Statements

We have audited the accompanying financial statements of the Philippine Ports
Authority (PPA), $fiich comprise the statement of financial positon as at December
31,2016 and 2015, and the statement of comprehensive income, statement of
changes in equity and statement of cash flows for the years then ended, and a
summary of signilicant 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 the Philippine Financial Reporting Standards, and for
such intemal control as Management determines is necessary to enable the
preparation of financial stalements that are free from material misstatement, whether
due to fraud or error.

Auditor's Respon sibility

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

An audit involves performing procedures to obtain audit evidence about the amounts
and disdosures in the financial statements. The procedures selected depend on the
auditor's judgment, induding the assessment of the risks of material missiatement of
the financial statements, whether due to fraud or eror. ln making those risk
assessments, the auditor considers intemal control relevant to the entity's preparation
and fair presentatbn of the financial statements in order to design audit procedures
that are appropriate in the circumslances, bul not for the purpose of expressing an
opinion on the effectiveness of the entity's intemal control. An audit also includes
evalualing the appropriateness of accounting policies used and the reasonableness of
accounting estimales made by Managernent, as well as evaluating the overall
presentation of the financial slatements.



we believe that the audit evidence ure oblained is sufficient and appropriate to provide

a basis for our qualified audit opinion.

Basis for Qualitied Opinion

The accumulated mst of construction in Progress (ClP) amounting to P3.616 billion

and P2.722 billion as of December 3'f , 2016 and December 31, 2015, respectively was

underslated with the recognition of lnput Value Added Tax (vAT) as separate expense

item instead of capitalized part of the carrying cost of clP which was not in conformity

with the matching of cost and revenue principle and not in uniformity with the

accounting treatnient by other GOCCs. Also, we were not able to confirm the

conectneis of the amount of P240.539 million recngnized as lnput VAT segregated

from the cost of clP in 2016 because lhe contractors' ofiicial Receipts did not indicate

the tax as separate item of cost incurred by the PPA-

The accuracy of the reported consolidaled balance of Property, Plant and Equlplngli
(ppE) account totaling F105.066 biltion and P103.237 billion as of December 31,2016
and becember 31, 2015, respectively was uncertain due to the unreconciled net

variance of P376.639 million between the balance of PPE per books compared to the

balance per physical inventory reports of PMOs Mindoro and NCR Soulh: compleled
prqects at pMbs Negros Oriental/SiquUor and Misamis Occidental/Ozamiz costing
'pOi.ggS 

million were siill canied under Construction in Progress instead of reclassmed

to appropriate PPE thus, depreciation expense on the assels was not c'mputed
thereby overstating net income during the year; property already sold and salvage

materiils lor disposal amounting to P1 1 .605 million were nol derecognized in the

books of PMO NCR South; security equipment valued at P12193 million at the Head

ofiice were unaccounted and demolished property of P1.961 million were still canied
in the books of PMO NCR North. Further, major repairs and maintenance costs

incurred by PMos Mindoro and ozamis totaling P206.50 million were not capitalized,

contrary to PAS 16 resulting in understatement of appropriale PPE accounts, its
Accumulated Depreciation and Retain€d Eamings and overstatement of repairs and

maintenance expense by the same amount.

The reported balance of cash in Bank disclosed in Note 5 amounting to P10.873 billion

and P9.723 billion as of December 31, 2016 and December 3'1, 2015' respectively,

cannot be relied upon due to the unreconciled difference of P29.873 million between

the balance of the account per books of PMo Mindoro amounting to P186.167 million

and the balance per bank of P216.O40 million. The bank reconciliation statements

submitted for verification by the PMO Management were up to March 2015 only

various assets and liabilities totialing P17.085 million and P12.817 million, respectively,

which had been dormant or inactive in the books of the different PMos of PPA affected

the fair presentation of accounts in the financial statements.

Qualified Opinion

ln our opinion, except for the effects and possible effects of the matters discussed in
the Basis for Qualified Opinion paragraph, the financial stalements present fairly, in all
material respects, the financial position of the Philippine Ports Authority as at
December 31, 2016 and 2015, and of ils financial performance and its cash flows for



the years then ended in accordance with the Philippine Financial Reporting
Standards.

Emphasis of Matter

We draw attention to Note 45 and 46 of the Notes to Financial Statements, which
d€scribes the uncertainty related to the outcorne of the pending lawsuits and the Drafl
Substitute Bill (House Bill No.4312) entitled "An Act Creating the Manila Ports and
Special Economic Recommendatory (MP-SER) Administration: as well, as the
disputed deficiency iax assessment lor FY NO7 of P4.9 billion and preliminary

assessment of P125.0 million for intemal revenue liabilities for taxable yeat 2012
which may affecl the future financial condition of the PPA. Our opinion is not qualilied
in respect of this matter.

Report on the Supplementary lnfomatbn Required Under BIR Revenue Regulations
15-2010

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information on taxes, duties and
license fees paid or accrued during the taxable year described in Nole 44 to the
financial statements is presenled for purposes of filing with the Bureau of lntemal
Revenue and is not a required parl of the basic financial statements' Such
supplementary information is the responsibility of Management. The infomation has
been subjected to the auditing procedures applied in our audit of the basic financial

statements. ln our opinion, the information is fairty siated, in all material respects, in
relalion to the basic financial statements taken as a whole.

COI'MISSION ON AUDIT

By:

rt^,,/J"tl*
MAYOLA /AREDES-SALITA
Supervising Auditor

May 19.2017
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STATETENT OF TANAGETET{TS RESPONSIBILITY FOR

FINANCIAL STATETE}ITS

The Management of Philippine Ports Authori$ is responsible for the inlormation
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The Authority maintains a system of accounting and reporting which provides for
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PHILIPPTNE PORTS AUTHORITY
STATEMENT OF FINANCIAL POSITION

December 31, 2016
(With Comparative Figures as of December 31, 2015)

(ln Philippine Peso)

ASSETS
Current Assets
Cash and cash equivalents

and international reserves

lnvestmenls
Receivables - net
lnvenlories
Prepayments
Other current assels

Total Current Assets

Non€urrent Assets
Property, plant and equipment - net

Other non-current assets

Total Non-Cunenl Assets

5

6
7

I
I
10

11

12

10,933,630,139
300,513,190

1,947,426,103
75,577,134

2,&6,760,204
309

105,066,158,554
70s,699,103

't05,771

9.788,659,896
301 ,130,362

1,686,045,655
62,137,820

2,125,357 ,O83
207,814,O15

14.171,144,83',1

103,237,061,959
747,977,659

1 03,985,039,618

TOTAL ASSETS

AND EQUITY

Current Liabilities
Payables
lnler-agency payables

Currenl portion of foreign loans payable

Trust liabilities
Total Current Liabilities

Non-Current Liabilities
Loans payable - foreign

Retirement
Total Non-Current Liabilities

Deferred credits
Total Liabilities
Equity
Government equity
Revaluation surplus
Relained earnings/(defi cit)

121,7 1 1 8,156,184,449

2,837,062,568
1,007,524,604

418,786,'115

2,780,73'1.880

1,148.727,724

386,'r78,016

618,174,8834
124,337,161 4,933,812,503

3,828,178,535 3,916,279,136
275.346,798250

4,079.003,743 4,191 ,62s,934
675,087 591,609,431

9,878,427,970 9,717,O47,868

13

14

15

16

18

20-21
22
23

6,378,988,353
72,547,651,74'l
32,940 ,499 ,7 44

6,378,988,353
72,547,678,617
29.512,469,611

108,439,136,581Total 111,867,1

TOTAL LIABILITIES AND EQUITY

See occomponying Notes to Finonciol Stotements.
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PHILIPPINE PORTS AUTHORITY
STATEMENT OF COi'PREHENSIVE INCOME
For the Year Ended December 31, 2016

{With Comparative Figures for the Year Ended December 31, 2015)

(ln Philippine Peso)

As Reslaled

Notes 2016 20'1 s

REVENUES

Share in anastre/slevedoring income

Wharfage dues
Dockage fees

Storage charges
Port dues
Port usage fees
Terminal fees
Pilotage

Vessel traffic management service fees

Lay-up fees
Other income

24
25
26
27
28
29
30
31

32
33
34

6,571,007,709
3.037.E23,48s
1,353,675,773
1,009,846,593

741,',14,552
410,910,290
276,605,723

63,387,995

18,821,964
6,s98,197

5,752, 1 15,156

2.781.O79,118
1 ,19 t ,040,478
1,5273W,720

606,2M,324
36/.,677,752
190,263,795

52,165,251
17.904,286
2,169,936

681,378,499714

13,166,529,315

OPERATING EXPENSES
Personal Services
Maintenance and Other

1,093,707,278 1 .225,214,985
5.995,174,853

PROFIT FROM OPERATIONS 6,755,588,170 5,946,139,467

orHER rNCOirE(EXPENSES)
Fund managemenl income

Other general income
37 91,885,137
38 24,131,529

88.973,550
31.262,470

Foreign exchange gain(loss) on revalualion 39 (329,406,385) (233.729,314)

Financial expenses 40 (192,612,6321 {126.92s,914)
Gain/(loss)onsaleofdisposedassets 41 (17,?!!r!91) ______-j19q

NET INCOME BEFORE INCOME TAX 6,342,301,428 5.705,229,383

4 ,056 ,772 ,61 1

See occomponying Notes to Finonciol Stotements.

1123,2',,,.,7421 (240,910,083)

tNcoME TAJ( EXPENSE 42 '1,643,604,501 1.&8.456,773

NET PROFIT
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PHILIPPINE PORTS AUTHORIW
STATEMENT OF CHANGES IN EQUITY
For the Year Ended December 31 , 2016
(With Comparative Figures for the Year Ended December 31' 2015)

(ln Philippine Peso)

As Reslated

2016 201 5

GOVERNMENT EQUITY

Nalional government contribution

Balance al beginning of year
Cost of lransferred projects to DPWH thru

4,195,977,505
0

4,312,337,376
(1 16,359,871)

Balance at End of Year

DONATEDSURPLUS 21

Balance at beginning of year

Donations received by PMO Socsargen

from Dole
Donations received by PMO Davao from

PACINTER and Pilipinas Shell

2,183,010,848
0

2j00,499,812
65,635,000

16,420,576

455,400Donations received by PMO Northern Luzon

2.183.010,848

REVALUATION SURPLUS

Balance at beginning of year

t)

72,il7,678,6',|7 72.548.666,028

in assets ,411

6s1,741 72.547.678,617

RETAINED EARNINGS
Balance at beginning of year

Prior years' adjustment

Net profit during the year

a)

29,5't 2,469,61 1

887,795,833
4,698,696,927

26,577,813,916
677,399,200

4,056,772,611

Dividends 1 1.799.516.116

Balance at End of Year 29,512.469,6'l 1

TOTAL EQUITY '111 ,139,838 108.439, 1 36,581

See occomponying Notes to Finonciol Stotements
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PHILIPPINE PORTS AUTHOR]TY
STATE}IENT OF CASH FLOWS
For the Year Ended December 31, 2016
(With Comparative Figures for the Year Ended Decembcr 31' 2015)

(ln Philippine Peso)

CASH FLOWS FRO}I OPERATII{G ACTIVITIES

Collection of port revenues 13,031,950,993 12'660'610'632

Receipt of other income 73A,1trO,7Y 712'U0'97O

Fund management income 91,886,137 88'973'550

Cash paid for operating expenses (5,196,731,900) (6'8o4'499'204)

Net cash received (paid) on trust liabilities (3,21/.'3li{.l 1741O3'U4

Payment of arcrued interest 1142,512,5931 (119'900'018)

Net cash received (paid) on depository liabilities 9,rl89,E93 55 '824'123
Net cash received (paid) on guaranty deposits 238,225 (1'302'237)

Nel cash received (Paid) on miscellaneous liabilities 83,477,635 (76'774'069)

2016 2015

Net Cash lnflows from Operating Activities 8,573,02/1,800 6'689'676'790

CASH FLOWS FROM INVESNNG ACTIVITIES

Payments for construction in progress (4,73S'857,328) (3'067'762'107)

Fixed assets acquisirion (138,706"103) (83'114'698)

CASH FLOWS FROIII FINANCIilG ACTIVITIES

Loan repayments

Dividend payments

loans collected

(386,178,016)
(2,1s8,462,6271

129,9'l

(365,09s,849)
(1,799,516,1 16)

61,980,333

NET INCREASE (DECREASE) IN CASH AND

CASH EOUIVALENTS

.102,631 ,632

'1,144,970,?43 1 ,437,318,078

Net Cash Used in Activities

EFFECT OF EXCHANGE RATE ON CASH ANO

CASH EQUIVALENTS 1,149,724

CASH AND CASH EQUIVALENTS AT

EGINNING OF THE YEAR 8.351.341 ,818

CASH ANO CASH EQUIVALENTS AT
END OF THE YEAR

see occomponying Notes to Finonciol Stotements.


