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Atty. GENEVIEVE E. VELICARIA-GUEVARRA, CESE
Assistant Secretary and Concurrent OIC-Executive Director
Philippine Fiber Industry Development Authority

3/ DA-PCAF Bldg., Elliptical Road

Diliman, Quezon City

Dear Asst. Secretary Guevarra:

We are pleased to transmit the Annual Audit Report on the Philippine Fiber
Industry Development Authority (PHILFIDA) for the Calendar Year 2022, in
compliance with Section 2, Article IX-D of the Philippine Constitution and Section 43 of
the Government Audit Code of the Philippines (Presidential Decree No. 1445).

The audit was conducted to (a) ascertain the level of assurance that may be
placed on management's assertions on the financial statements; (b) determine the
propriety of transactions as well as the extent of compliance with applicable laws, rules
and regulations; (c) recommend agency improvement opportunities; and (d) determine
the extent of the implementation of prior years’ audit recommendations.

The attached report consists of the Independent Auditor’s Report, the Audited
Financial Statements, the Observations and Recommendations, and the Status of
Implementation of Prior Years’ Audit Recommendations which were discussed with the
concerned Management officials and staff.

We request that a status report on the actions taken on the recommendations be
submitted within sixty (60) days from the date of receipt of the report hereof, pursuant
to Section 97 of the General Provisions of the General Appropriations Act for FY 2022
(R.A. No. 11639) using the attached Agency Action Plan and Status of Implementation
(AAPSI), copy furnished the Secretary of the Department of Budget and Management
(DBM), Speaker of the House of Representatives, President of the Senate of the
Philippines, House Committee on Appropriations and the Senate Committee on Finance.

We express our appreciation for the valuable support and cooperation extended to
the audit team by the officials and staff of that Agency.

Very truly yours,

LY " /.
MELISSA GRACE B. MARTINE

Director IV

NGS-Cluater 8
MGBM/CSR/jhglics
acer-jeca:Mydocs/JCSDocs/01_TL-PHILFIDAZ022_AAR

JUN 16 2..
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EXECUTIVE SUMMARY

A.  Introduction

On August 1, 2013, Department Order No. 02 scries of 2013 was signed by Secretary
Proceso J. Alcala of the Department of Agriculture (DA) for the consolidation of Fiber
[ndustry Development Authority (FIDA) and Cotton Development Administration
(CODA) into the Philippine Fiber Industry Development Authority (PhilFIDA).

The said Department Order was issued pursuant to Executive Order (EQ) No. 366 dated
October 4, 2004 re: Rationalization of the Functions and Agencies of the Executive
Branch and due to the approval of the Rationalization Plan covering the consolidation of
the FIDA and CODA on May 29, 2013. As stated therein, the FIDA and CODA shall
transfer to PhilFIDA all functions and powers vested to them by law.

PhilFIDA is mandated to promote the accelerated growth and development of the
Philippine Fiber Industry in all its aspects through research and development (R & D),
production support, extension support, education and training, fiber processing and
utilization technologies, standards implementation and regulation.

The PhilFIDA Central Office (CO) has six divisions, each supervised by a Division
Chief, as follows: (1) Planning Division; (2) Administrative, Financial and Management
Division; (3) Regulatory Division; (4) Research Division; (5) Fiber Utilization and
Technology Division; and (6) Technical Assistance Division.

It has nine Regional Offices (ROs) located in various areas which are headed by
Directors/Supervising Fiber  Development — Officers-OIC  Directors, as follows:
(1) Regions I and II & CAR in La Trinidad, Benguet; (2) Regions III and IV in Quezon
City; (3) Region V in Legazpi City; (4) Region VII in Cebu City; (5) Region VUI in
Tacloban City; (6) Regions IX and ARMM in Pagadian City; (7) Region X in Cagayan
de Oro City; (8) Regions XI and XII in Davao City; (9) Region XIII in Butuan City, and
one Regional Satellite Office (RSO) VI in Jaro, Iloilo City.

PhilFIDA is headed by Ms. Annray V. Rivera, OIC-Executive Dircctor, assisted by
Mr. Ulysses J. Lustria Jr. as OIC, Deputy Executive Director. As of December 31, 2022,
there are 362 existing plantilla positions, of which 264 are filled-up and 98 unfilled
positions. In addition, it has 60 job-order workers, 148 contract of service and 29 co-
terminous with the incumbent.
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B.  Financial Highlights

The Agency’s financial position, financial performance and sources and application
of funds for Calendar Year (CY) 2022 compared with the previous year are shown below.

" . Amount(in PhP)

. insniil Rotltion A 2001
Assets 519,058.193.97 534,701,712.85
Liabilities 144,424,999.46 190,820,943.12
Net Assets/Equity 374,633,194.51 343,880,769.73

Financial Performance
Revenue 2,332.386.79 2,174,319.91
Current Operating Expenses (352,869,525.25) (378,323,294.21)
Deficit from Current Operation (350,537,138.46) (376,148,974.30)
Net Financial Assistance/Subsidy 439,591,659.05 443,462,949.65

Surplus for the Period

89,054,520.59

67,313,975.35

Sources and Application of Funds

Appropriations

387,783,611.03

403,095,000.00

Allotment Received

387,783,611.03

471,699,979.57

Obligations Incurred

386,817,909.26

461,839,189.55

Unobligated Balance

965,701.77

9,860,790.02

For CY 2022, PhilFIDA has total allotment of P387,783,611.03, consisting of
Agency Specific Budget, Automatic Appropriations, Special Purpose Fund and
Continuing Appropriations amounting to $353,380,000.00, P16,771,000.00, 12,906,036
and P4,726,575.03, respectively.

C. Scope and Objectives of Audit

The audit covered the accounts, transactions and operations of PhilFIDA for
CY 2022. The audit was conducted to: (a) ascertain the level of agsurance that may be
placed on management’s assertions on the financial statements; (b) determine the
propriety of transactions as well as the extent of compliance with applicable laws, rules
and regulations; (c) recommend agency improvement opportunities; and (d) determine
the extent of implementation of prior years’ audit recommendations.

D.  Independent Auditor’s Report
A qualified opinion was rendered on the fairness of presentation of the financial
statements of the PhilFIDA as at December 31, 2022 due to various accounting errors

amounting to $131,098,736.37 and accounting deficiencies with an aggregate amount of
P£939,491,950.79.

ii
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E. Significant Observations and Recommendations

The following are the significant audit observations with the corresponding

recommendations:

1.

The correctness of the reported balance of Cash in Bank-LCCA for Trust Fund of
P52,573,261.84 as of year-end could not be ascertained due to unreconcile:d
difference of P40,878,865.89 with the bank balance amounting to P11,694,396.00
net of outstanding check of P743,764.09, and the absence of detailed
errors/reconciling items with its supporting documents; thus, remained unadjusted.

(Observation No. 2.a)

We recommended, and Management agreed, to direct the Chiel Accountant to
analyze and determine the discrepancies between the book and bank balances of the
CIB-LCCA for Trust Fund and make the necessary adjustments, supported with
complete documentation.

Advances to Procurement Service-DBM for common office supplies, equipmen,
application software, and airline ticket requirements amounting to £7,026,770.29 is
unreliable due to unreconciled difference of £6,613,014.84 between the balances per
books and PS-DBM records caused by non-recording of deliveries in prior years.
(Observation No. 2.b)

We recommended, and Management agreed, to direct the Accountant and Property
Officer to coordinate with the PS-DBM to reconcile the difference amounting to
P6,613,014.84 and request copics of DRs from PS-DBM to serve as basis and
supporting documents in recording the prior years’ deliveries.

The year-end balance of Inventory accounts of P41,367,699.38 could not be
ascertained due to (a) non-conduct of complete physical count of Accountable
Forms, Plates and Stickers Inventory and all the semi-expendable inventories,
totaling P40,778,737.24; (b) discrepancy of P17,457.08 between the balances per
books and inventory report of the Office Supplics Inventory account, the only
account with physical count; (c¢) non-preparation/maintenance of Stock Cards for a’l
inventory. Likewise, regular purchases of inventories amounting to P566,961.25
were directly charged as outright expense, contrary to existing rules and regulations.

(Observation No. 2.d)

We recommended, and Management agreed, to require the: a) Inventory Team to
conduct physical count of all inventories on a semestral basis and prepare the Report
of Physical Count of Inventories to serve as basis in checking the recorded inventory
accounts; b) Chief Accountant and Property Officer to coordinate and reconcile the
noted difference of the recorded office supplies inventory, and prepare the necessary
adjusting entries; ¢) Property Officer to prepare and maintain an updated SCs for
each type of inventories where all receipts and issuances shall be recorded promptly

iii
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to facilitate reconciliation; and d) Chief Accountant to ensure that regular purchases
of inventories pass through the Inventory account prior to recording as expense.

The accuracy and validity of the ycar-end balance of PPE accounts of
£582.170,871.82 was unreliable due to: (a) failurc to conduct a physical count of
PPE and non-preparation/submission of the RPCPPE; and (b) non-maintenance of
Property Cards. (Observation No. 2.¢)

We recommended, and Management agreed, to require the Property Officer to:
a) conduct a physical count of PPE on an annual basis and preparc the RPCPPE to
counter check the balance per books; and b) prepare and maintain PC for each type
of PPE where all teceipts and issuances shall be recorded promptly to facilitate
reconciliation thereof and take up the reconciling items in the books, if any.

Funds transferred to PhilFIDA Regional Offices for personal services, regular
operating expenses and project implementation totaling $79,642,108.77 remained
unaccounted as of year-end thus, exposing substantial amount of public funds to risk
of possible loss and misuse. Thus, related disbursements/expenses were not recorded
in the books of accounts. (Observation No. 6)

We recommended, and Management agreed, to: a) evaluate the present set-up and
consider the adopting the payment of payroll thru centralized payroll system and
close the bank account maintained for the purpose; b) issue directive to the RO SDOs
to immediately submit to the CO the LRs/fund Utilization Reports of all unliquidated
FT together with the supporting documents; otherwise enforce the non-
liquidation/non-replenishment policy, until such time that the requirement is
complied with; c) instruct the Chief Accountant to i refrain from processing the
additional FT without first submission of LRs on the previous one and to monitor
periodically the submission of LRs; ii. issue demand letier to all retired AOs to settle
their accountability; and iii. evaluate/analyze the negative balances and prepare
necessary adjusting entries with proper documentation.

Dormant receivable accounts amounting o $98,732,585.83 aged 10 to 29 years,
collection of which could not be ascertained, yet Management failed to take action to
cleanse the books of accounts, despite previous years’ observation and
recommendation, thus, affected the fairness of the presentation of the accounts in the
financial statement. (Observation No. 7)

We recommended, and Management agreed, to require the Chiel Accountant to
validate and evaluate the existence of receivables, unliquidated cash advances and
fund transfer aged 10 years or more and, if warranted, request authority for write-off
dormant accounts in accordance with the procedures under COA Circular No. 2016-

005.

v
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The observations and recommendations were discussed with agency officials in an
exit conference conducted on March 28, 2023. Management comments were considered
in the report, where appropriate.

F.  Enforcement of Settlement of Accounts

The total audit suspensions and disallowances found in the audit of various
transactions of the agency as of December 31, 2022 amounted to P127,785,778.84 and
P26,115,670.39, respectively. Settlement for audit suspension during the year amounted
to P315,253,177.73, while P2,427,560.74 amount of disallowances were settled during
the year.

There was no settlement made on disallowances issued prior to the effectivity of the
2009 Rules and Regulations on the Seitlement of Accounts (RRSA) amounting to
P1,416,112.40.

G. Implementation of Prior Years’ Audit Recommendations

Out of the 41 prior years' audit recommendations, 27 were implemented and 14
were not implemented, of which 14 were reiterated with modifications in this report.
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Part I1 - OBSERVATIONS AND RECOMMENDATIONS

Financial Audit

Unadjusted accounting errors/omissions and uncorrected accounting deficiencies

I

Accounting errors/omissions amounting to P131,098,736.28 and accounting
deficiencies with an aggregate amount of P939,491,950.79, affected the
accuracy of the accounts involved.

Section 27 of the International Public Sector Accounting Standards (IPSAS) 1
provides that:

Financial statements shall present fairly the financial position;
Jinancial performance, and cash flow of an entity. Fair presentation
requires the faithful representation of the effects of transactions, other
events, and conditions in accordance with definitions and recognition
crileria for assets, liabilities, revenue, and expenses set out in IPSASs.

Accounting errors/omissions

Review and verification of the accounts and transactions of the PhilFIDA showed
the following accounting errors/omissions:

liquidation reports in

prior ycars

; Avtibiii Atiiount of (Over) / Understaiement
Particulnrs (in®) ﬁc;‘};’;'t';:f ' - e Net Assets/
‘ o ; Assets Lidbilities Fduii
- : ‘ ‘ i o ‘ ; ‘ quity
a. Unrecorded 2,096,077.64 | Due from NGAs (2,096,077.64)

Accumulated
Surplus/(Deficit)

(2.096.077.64)

=2

Unrecorded PPEs and

CIP due to non-

setting up of payables

upon delivery

17,765,101.79

CIP-Building &
Other Structure

6.413,129.84

Motor Vcehicle 3,010,750.00
Agricultural and 6,841,076.95
Machinery
Equipment
Office Equipment 527,145.00
Information and 973,000.00

Communication
Technology
Equipment

Accounts Payable

17,765,101.79

. Non-reclassification

of Construction in
Progress — Building
and Other Structures
to its appropriate PPE
accounts

54,423,193.52

Construction in
Progress —
Building and
Other Structures

(54.423,193.52)

Building

4,813,277.61

Other Structures 49,609,915.91
d. Erroneous recording 13.916.00 | Office Supplics (13,916.00) B
of deliveries from PS- Inventory
DBM Duc from NGAs 13,916.00
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- Amount P Amount or(()w(:_r;z /r;Jildcr‘s!ntcmel;lt
Particulars (ih #) Affocied ! ‘ -
w B eelet Assets Liabilities Nebssely/
. ‘ . Equity
e. Inclusion of negative 300.000.00 | Accumulated (300,000.0M
balances causcd by Suiplus/(Deficit)
non-setting up of Accounts Payable 300,000.00

f. Non-reversion of
Accounfs Payable
which are tlwo years
and more without
valid claims

32,329.243.82

Accumulated
Surplus/(Deficit)

32,329,243.82

Accounts Payable

(32.329.243.82)

g. Non recording of
issuance of semi-
cxpendable
agricultural and
forestry cquipment

24,171,203.60

Semi-Expendable
Agricultural and
Forestry
Bquipment

{24,171,203.60)

Accumulated
Surplus/(Deficit)

(24,171,203.60)

Total /Net
Misstntements

131,098,736.28

(8,502,179.45)

(14,264,142.03)

5,761,962.58

a) Unrecorded liquidation reports in prior years - P2,096,077.64

Result of confirmation with the Implementing Agencics (IAs) disclosed a
difference of P2,096,077.64 between the books and among the records of the

IAs, as follows:

: Balince per | Balance Per
AR Y T R RS IOl N o R P ol B Confirmation | Difference
Im_p!fzm.‘,entl_ngAge,n.cy (14s) | crmnien. 1, ‘Bii oks | Reply :
. , _ . Amount (in P) \

University of the Phils. Los

Banos (UPLB) 2001-2014 | 2,2601,483.93 18591546 | 2,075,508.47
Sericulture Research and Dev't
CaTiter 1994 20,000.00 0.00 20,000.00
Forest Product Research
Industry 1982 509.17 0.00 509.17
Total 2,281,993.10 185,915.46 | 2,096,077.64

Based on the reply of the Accountants of the above IAs, the difference of
P2,096,077.64 could be attributed to unrecorded liquidation reports since copies
of the Statement of Disbursement and Outstanding Obligations and financial
report of the IAs were provided to the Audit Team and subsidiary ledger (SL) of
the 1As showing a zero balance.

The unrecorded liquidation reports overstaled the Due from National
Government Agencies and understated the corresponding expense/asset

accounts.

b) Unrecorded PPEs and CIP caused by erroneous debit to Accounts Payable upon
payment without first setting up payables upon delivery - P17,765,101.79

Review of General Ledger (GL), Disbursement Vouchers (DVs) and the
corresponding Journal Entry Vouchers (JEVs) showed that payments for the
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procurement of PPEs were dircetly debited to Accounts Payable without first
setting up the payable accounts to recognize receipt of goods; thus, the PPEs
were not recorded to the appropriate PPE accounts, understating the same and

o SR S

G T I D (G G &l

the Accounts Payable, as shown in details below:

ADANo: Account (Over)/
4 20 b H %
Date No. l}:’:lo;,;t Py Eapticulary  Affected Understated
03/31/2020 | 03-027- 895,153.59 | Che-Riss 90% work CIP-Building & 895,153.59
2020 Construction | completion of Other
and Trading | two (2) storeys | Structures
JEV12020- Immunology &
03-000651 Molecular
Biotechnology
Laboratory
building
11/16/2022 | 11-025- 4,579,024.95 | Guilland Construction of | CIP-Building & | 4,579.024.95
2022 Construction | Abaca Other
& Trading Processing Structures
JEV#2022- Center Building
11-004056 & other
facilities in
Caramoran,
Catanduanes
12/28/2022 | 12-032- 938.951.30 | Guilland 2% partial CIP-Building & 938,951.30
2022 Constructio | payment for the | Other
n & Trading | Construclion of | Structures
JEVi#2022- Abaca
12-004461 Processing
Center
Buildings &
other Facilities
in Caraimoran,
Calanduanes
03/31/2022 | 03-077- 2,138,750.00 [ Industrial & | Supply & Motor Vehicle 2,138.750.00
2022 Transport delivery ol one
Equipment, | (1) unit Isuzu
JEVH#2022- Inc. Diesel Light
03-000986 (INTECO) Truck Model
NQR75 L 4x2
03/31/2022 | 03-077- 872,000.00 | K Servico Supply & Motor Vehicle 872.000.00
2022 Trade, Inc. delivery ol
cight (8) units
JEV#2022- Kawasaki
03-000985 Motoreycle
11/23/2022 | 11-034- 622.962.00 | Suki Supply, Agricultural 622,962.00
2022 Trading delivery & and Forestry
Corporation | lesting of brand | Equipment
JEV#2022- new Abaca
11-004105 Baler Machine
11/18/2022 | 11-028- 299,650.00 | Suki Supply & Agricultural 299.650.00
2022 Trading delivery of and Forestry
Corporation | floor type Equipment
JEV#2022- weighing scale
11-004076
06/30/2020 | 06-028- 2,130,421.95 | Suki Supply & Agricultural (2,130,421.95)
2020 Trading delivery of and Forestry
Corporation | brand new Equipment
JEV#2020- heavy jule
06-001157 sacks (burlap

44
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ADA No.
; ; ' : 7 ot Acecount Over)/
.D,s{te No. Al.mjunt L Pn;' Heakirs Affected Un(derstxztiul
j (inP) i
sako}
06/29/2020 | 06-026- 1,923,600.00 | Suki Supply & Agricultural 1.923,600.00
2020 Trading delivery of 28 and Forestry
Corporation | units brand new | Equipment
JEV#2020- irrigation water
06-001155 puinp. Titan
brand
06/23/2020 | 06-018- 1,864,443.00 | Suki Supply, Agricultural 1.864.443.00
2020 Trading delivery and and Forestry
Corporation | installation & Equipment
JEV#2020- testing of
06-001094 Colton
Processing
Equipment,
Ring Doubler,
branded &
brand new
03/31/2020 | 03-028- 527,145.00 | WCA Supply & Office 527,145.00
2020 World installation of Equipment
Business cleven (11)
TEV#2020- Ventures units
03-000652 Ine. aircondition
[Koppel brand
wall mounted
super invenler
11/25/2020 | 11-019- 973,000.00 | Xitrix Supply & Information 973,000.00
2020 Computer delivery of and
Corporation | drone operaled | Communicalion
JEV#2020- geolagging Technology
[1-002239 equipment Equipment
Total 17,765,101.79

c) Non-reclassification of Construction in Progress - Building and Other

Structures account (o its appropriate PPE accounts - P54,423,193.52

The GL of the Construction in Progress — Buildings and Other Structures
account showed a year-end balance of P64,185,424.15. Out of this balance,
P5,288,640.25 or eight (8) percent pertains to wnreconciled SL beginning
balance of the e-NGAS.

Verification of records such as the JEVs, SLs, schedules, and liquidation reports
(LRs) showed that construction of buildings and other structures which has been
completed and paid in full were still recorded under the Construction in Progress
— Building and Other Structures account and were not reclassified to its
appropriate PPE accounts; thereby, overstating the Construction in Progress —
Building and Other Structures account while understating the affected
appropriate PPE accounts, as follows:
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‘Regional | ; T T ot Account (Over)/
office | PrujestiDescription Date No. - A('i'“"f,) Affected |  Understated
Cent .l -Conélruction ol two (2) -
O:f;] o Storey Biotcch Building
e (Phasel) 09/09/2019 | 2019-09-002203 | 4,813.277.61 | Building 4,813,277.61
Cofton Processing Center at Other
RO1 Pinili, Tlocos Norle 08/31/2022 | 2022-08-003046 | 2,781,806.83 | Structures 2,781,806.83
Natural Dye House Cum
) Other
Weaving Center, llocos S
Norte 08/31/2022 | 2022-08-002924 898,174.06 | ° 898,174.06
Buntal Fiber Weaving and i O
RO IV Dyecing Cenler, Buntal. DAIB0RMT | 201904 0A0R3G 1, 246,316,117 g):l']l]:i;llll’cq 2,598,572.15
K 09/18/2019 | 2019-09-002196 | 1,352,255.98
Pineapple Extraction Facility 17 )
in Asdum, San Vicente, 12312019 ;. 2419-12-003800 745, 80855 glll!:::c]turcq 1,350.808.55
8 Camarines Norte 03/31/2020 | 2020-03-000461 602,000.00
Pincapple Fiber Processing 15
Center, Bray Asdiit, San 12/31/2019 | 2019-12-003665 1,588,226.16 g:f.iru.,-es 2.290314.95
D A 12312019 | 2019-12-003793 |  702,088.79
12/3172019 | 2019-12-003655 2,359,639.73
Cotten Processing Center Other 5.988.949.10
Patnongon, Antique 123172019 | 2019-12-003811 1,796,958.43 | Structures AT
07/31/2020 | 2020-07-001301 1,832,350.94
Ginning and Bailing Facility, Other
Sta. Barbara 02/28/2022 | 2022-02-000297 727,679.74 | Structures 727,679.74
Ginning and Bailing Shed in Other
Patnongon, Antique 12/31/2021 | 2021-12-003548 379,923.90 | Structures 379,923.90
Pina Fiber Extraction Shed,
Balete, Aklan 640,000.00 | Other
Pifta Fiber Drying Shed, 3312000 | 202002000650 Structures 1,180,000.00
RO VI Balete, Aklan 540,000.00
07/30/2019 | 2019-07-001716 765,294.46
Weaving & Fiber Processing Other 1.996.482.68
Center, Bugasong, Antique 07/30/2019 | 2019-07-001725 649,503.44 | Structures FIA0LD
12/31/2019 | 2019-12-003809 581,684.78
Weaving & IFiber Processing Other
Center, Patnongon, Antique 07/31/2020 | 2020-07-001349 1,489,637.68 | Struclures 1,489,637.68
07/31/2019 | 2019-07-001719 1,020,975.01
Weaving and Processing Other
Center Miag-ao, Tloilo 12/31/2019 | 2019-12-003781 291,237.43 SiFiiEtiires 1,998,794.52
12/3172019 [ 2019-12-003789 686,582.08
Fiber Processing Center ol
RO VI (Magucy) at Guindalman, 06/30/2020 | 2020-06-001210 2,391,000.00 g le‘r 2,391,000.00
Bohal Structures
Fiber Processing Cenler Other
RO VII (Sisal) at Barili, Cebu 06/30/2020 | 2020-06-001209 2,398,927.06 Striftiies 2.398,927.06
387,717.20
_ o 09/27/2019 | 2019-09-002333 445.735.78
Fiber Processing Cenlers for Other
Other Fibercrops - Ormoc 2 2,502,634.63
City. Region VIII 908,547.29 | Structures
09/30/2020 | 2020-09-001570 157,757.91
08/31/2021 | 2021-08-001955 602,876.39
ROIX Cotton Processing Cenler at Other 6.247.820 88
Dumingag, Zamboanga del 03/31/2020 | 2020-03-000462 1,939,000.00 | Structures o
46
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: JEV .
Regional ‘ i ; ’ T Account (Over)/
'ngﬁ'cc - Project Description Date No. ' A],‘nm"“ Affected Understated
‘ i . (in ¥)
Sur
1273172019 | 2019-12-003773 4,303,820.88
Ginning Machine Shed in
Dumingag, Zamboanga del Other
Sur 09/30/2022 | 2022-09-003390 099.200.00 | Struclures 649,200.00
Processing Center for Water
Lily, Cotabato City, Other
Maguindanao 08/31/2020 | 2020-08-001530 2,582,014.99 | Structures 2,582,014.99
Fiber Processing Centr Other
Impasug-ong Bukidnon 05/31/2020 | 2020-05-000859 2,386,297.56 | Struclures 2,386,297.56
RO X Weaving and Fiber
Processing Cenler in
Laguindingan, Misamis Other
Oricntal 05/31/2020 | 2020-05-000911 1,423,365.37 | Structures 1,423,365.37
Banana Fiber Processing
Center al Bobongon, Sto Other
Tomas Davao del Notle 05/31/2020 | 2020-05-000959 2,497.207.20 | Struclures 2,497,207.20
RO X1 Pineapple Processing Center
in Polomolok, South Other
Cotabalo 05/31/2020 [ 2020-05-000958 2,318,005.80 | Structurcs 2,318,005.86
Weaving and Processing
Center in Lake Scbu, South Other
Cotabato 10/31/2020 | 2020-10-001936 487,298.20 | Structures 487,298.20)
Total 54,423,193.52

d) Erroneous recording of deliveries from PS-DBM - P13,916.00.

Review of records showed that check number 2350244 dated May 6, 2020 in the
amount of $310,524.00 was issued to PS-DBM for the procurement of office
supplies under APR No. NTD20-001848 dated April 23, 2020 and was received
by PS-DBM on May 14, 2020. The advance payment was recorded under JEV
No. 2020-05-000898 dated May 6, 2020.

On May 14, 2020, the supplies were delivered under DR No. M20-002163-CSE
of even date amounting to only P296,608.00. However, the delivery of the
supplies was taken-up in the books under JEV No. 2021-02-000408 dated
February 28, 2021 in the amount of P310,524.00 instead of P296,608.00; thus, a
difference of £13,916.00.

The erroncous recording understated the Due from NGAs and Accumulated
Surplus (Deficit) accounts and overstated the Inventory accounts by P13.916.00.

Non-setting up of payables (o recognize obligation for services delivered which
reduced/understated the account - P300,000.00

The Government Accounting Manual (GAM), Volume IIT provides that:
Accounts Payable. This account is credited o recognize receipt of
goods or services on account in the normal course of trade and

business operation.  This account is debited for payment or
settlement of liabilities, and/or adjustments.
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The Schedule of the Accounts Payable includes negative balances of payables to
individual and entities amounting to P18,065,101.70 or 34.20 percent of the
balance.

Review of Journal Entry Vouchers (JEVs) showed that payments to creditors for
various transactions were recorded as debils to Accounts Payable account.
However, verification of accounting records, such as subsidiary ledgers and
schedules, revealed that no payable accounts were set up corresponding to the
payments made to recognize obligation for the services delivered resulting in a
negative balance amounting to 300,000.00 which reduced/understated the total
balance of the Accounts Payable and understating the affected expense accounts.

e L T n Vi Pardicul Accotnt (Over)/
Date “No. (Ii]:iq;;l e AR Affected Undétstated
12/27/2021 | 12-032-2021 100,000.00 | Department of | Payment of sharc Water Expenscs 50,000.00
Agriculture - on water & electric | Electrily Exp 50,000.00
IEVi#2021-12- DA consumplion for
003228 the month of
October, 2020
03/31/2022 | 03-074-2022 200,000.00 | Department of | Payment of share Waler Expenses 100,000.00
Agriculture - on water & electric | Electrity Exp 100,000.90
JEV#2022-03- DA consumption for
000972 the month of
Noavember (o
December, 2021
Total 300,000.00

The said practice is not in accordance with the above-cited rule on setting up of
payables to recognize the delivery of goods and services on account and
settlement thereof.

/) Non-reversion of Accounts Payable aged two years and more without valid
claims - P32,329,243.82

Executive Order No. 87' dated August 13, 2019 states:

Section 1. Reversion of documented Accounts Payable. Al
documented accounts payable for fiscal year 2016 and years prior
thereto shall be reverted to the Accumulated Surplus or Deficit of
the General fund, or the Cumulative Result of Operations of the
National Government.  Henceforth, all documented accounts
payable which remain outstanding for at least two years, for which
no actual adminisirative or judicial claim has been filed, shall be
subject to automatic reversion.”

Section 2. Treatment of undocumented Accounts Payable. “All
accounts payable which are documented or not covered by

' Directing that all Accounts Payable which remain outstanding for two years or more in the books of
national government agencics be reverted to the Accumulated Surplus or Deficit of the General [Fund, or
the Cumulative Result of Operations of the national government
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perfected contracts on record, regardless of the year in which they
were incurred, shall automatically be reverted. The recording of
undocumenied accounts payable in the books of accounts of
agencies shall be strictly prohibited.”

XXX

Section 6. Sanctions. “Failure to comply with the foregoing shall
be aground for appropriate sanctions and/or administrative action
against the responsible government officials and employees, as
may be warranted under the circumstances.

Corollary thereto, the COA and DBM lJoint Circular No. 1, s. 20217 dated March
8, 2021 was issued directing that all accounts payable which remain outstanding
for two years or more in the books of national government agencies be reverted
to the Accumulated Surplus or Deficit of the General Fund of the National
Government.

The Aging of the Accounts Payable showed that the amount of P32,329,243.82
or 61.08 percent of the balance of P52,922,578.17 as of year-end has been
outstanding in the books for more than two years, as shown below:

Age ] Amniount (in P)
Less than a year (2022) (18,166,730.66)
One to two years (2020-2021 38,760,065.01
More than two years (2019 and prior years) 32,329,243.82
Total 52,922,578.17

The non-reversion of the subject payable accounts overstated the Accounts
Payable account and understated the Accumulated Surplus, and runs counter to
the afore-mentioned regulations.

g) Unrecorded issuance of Semi-Expendable Agricultural and Forestry

Equipment/ Misclassification of account - P24,171,203.60

Payment for the Modified Abaca Stripping Knife (MASKs) was recorded under
JEV No. 2022-07-002606 dated July 31, 2022 as Semi-Expendable Agricultural
and Forestry Equipment.

Management informed that the MASKs have already been distributed or issued
to farmers-beneficiaries even though no proofs of receipt were provided to the
Audit Team. Likewise, no physical count was conducted on the Semi-
Expendable Agricultural and Forestry Equipment as of December 31, 2022.

? Guidelines Implementing Executive Order No. §7 dated August 13, 2019
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Verification of the General Ledger showed that the same were still recorded as
Semi-Expendable Agricultural and Forestry Equipment and not yet recorded as
Semi-Expendable Machinery and Equipment Expense.

Sections 3.1 and 4.1 of COA Circular No. 2022-004 dated May 31, 2022
provide:

Sec. 3.1. Senii-expendable property - tangible items which meet the
definition recognition criteria of Property, Plant and Equipment
(PPE), but below the capitalization threshold of £50,000.

Sec. 4.1. Tangible items which meet the definition and recognition
criteria of PPE but cost is below fifty Thousand Pesos (P50,000.00)
shall be accounted in the bhooks of accounts of the agencies as
semi-expendable property.

This overstated the Semi-Expendable Agricultural and Forestry Equipment and

understated the Semi-Expendable Machinery and Equipment Expense accounts
both by $24,171,203.60.

Furthermore, the MASKs should have been recorded as Other Supplies and
Materials for Distribution instead of Semi-expendable Agricultural and Forestry
Equipment since these were intended for distribution to farmers-beneficiaries.

The Government Accounting Manual (GAM), Volume III provides that;

Other Supplies and Materials' for Distribution. This account is
debited to recognize the cost of purchased/acquired inventories not
Jalling under any of the specific inventory accounts held for
distribution to private individuals/institutions or other government
agencies. This account is credited upon distribution to end-users,
transfers, losses, other disposal, and/or adjustments.

The misclassification of the account overstated the Semi-expendable
Agricultural and Forestry Equipment and understated the Other Supplies and
Materials for distribution by P24,171,203.60.

We recommended, and Management agreed, to require the Chief Accountant

to:

a.

to cffect the necessary adjusting entries on all the noted accounting errors
and omissions supported by relevant and sufficient documents pertaining
to the following:

e unrecorded liquidation of ecxpended fund transfers amounting to
P185,915.46;

50




~— =

ores:

L

=3

=3

—

3

r;ﬁ

==

i 4

==

—

b.

various PPEs which remained unbooked amounting to $17,765,101.79
due to non-set-up of corresponding payables;

completed projects under the Construction in Progress — Building and
Other Structures account not reclassified to its appropriate PPE

accounts costing P54,423,193.52;

e erroneous recording of deliveries from PS-DBM of £13,916.00;

e negative balances of accounts payable amounting to £300,000.00;

* reversion of the Accounts Payable aged more than two years amounting

to $32,329,243.82;

e misclassification and derecognition of Semi Expendable Agricultural
and Forestry Equipment pertaining to the issuance of MASKs

amounting to $24,171,203.60; and

henceforth, analyze each transaction carefully to ensure proper recording.

Accounting Deficiencies

2. Accounting deficiencies were noted in the recording of Cash, Inventories, Property,
Plant and Equipment and other accounts that have affected the balances of the
accounts in the FS as discussed below:

SRR Accounts Amount
f - R | Affected (in P)
a) Unreconciled Book and Bank Balances of Cash
in Bank-LCCA account due to absence of Cash in Bank-
detailed errors/reconciling items with supporling | LCCA H,874,8650
documents
b) Unreconciled Book and PS-DBM Balances due
to unrecorded deliveries in prior years from PS- Due from NGAs 6,613,014.84
DBM
c) Long outstanding Due from NGA Due from NGAs 10,211,695.95
d) Discrepancy between books and RPCI for Office | Office Supplies
Supplies Inventory Inventory 17,457.08
¢) Failure to conduct physical count of Inventories | Inventory 40,778.737.24
accounts
1 v 1 PR
f) Failure t? conduct physma{coum? of PPE and PPE 582.170.871.82
non- maintenance of property cards
g) Unsupported Accounts Payable Accounts Payable 52,922,578.17
h) U‘nsu‘ppo.rted JEVs due to non-submission of Various accounts 205.898.729.85
Liquidation Reports
Total 939,491,950.79
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a) Unreconciled Book and Bank Balances of Cash in Bank-LCCA account

The correctness of the reported balance of Cash in Bank-LCCA for Trust
Fund of P52,573,261.84 as of year-end could not be ascertained due to
unreconciled difference of P40,878,865.89 with the bank balance amounting
to P11,694,396.00 net of outstanding check of P743,764.09 and absence of
detailed errors/reconciling items with its supporting documents; thus,
remained unadjusted.

As of December 31, 2022, the account Cash in Bank-Local Currency Current
Account (CIB-LCCA) for Trust Fund has a reported balance of P52,573,261.84,
while per bank statement, the balance of the account maintained with the Land
Bank of the Philippines (LBP) under account no. 0232-1125-30, showed an
amount of P12,438,160.04.

Review of the Bank Reconciliation Statement (BRS) for the month of December
2022 showed an adjusted bank balance of P11,694,395.95 which is net of the
outstanding checks of P743,764.09. Comparison of the reported General Ledger
(GL) balance of P52,573,261.84 and the adjusted bank balance of
P11,694,395.95 showed a discrepancy of P40,878,865.84, as follows:

Balance per GL, 12/31/22 P52,573,201.84
Less: Adjusted bank balance

BS balance, 12/31/22 P12,438,160.04

Outstanding checks, 11/30/22 (743,764.09) 11,694,396.C0
Discrepancy 1'40,878,805.84

The discrepancy of P40,878,865.84 was presented in the BRS as reconciling
item tagged as errors, which could not be determined and verified due to the
absence of detailed breakdown and supporting documents such as bank
debit/credit memos, among others.

The accounting personnel could not give a valid reason for the difference and
that they are in the process of determining the errors/teconciling items. Due to
the absence of the detailed breakdown and supporting documents, the
discrepancy of P40,878,865.84 remained unadjusted.

The failure to reconcile the book balance with the bank balance renders the
correctness of the account CIB-LCCA for Trust Fund unreliable: thus, affected
the fair presentation of the financial position of the Agency, not to mention the
risk of it being lost or misappropriated.

We recommended, and Management agreed, to direct the Chief Accountant
to analyze the discrepancies between the book and bank balances of the
CIB-LCCA for Trust Fund and make the necessary adjustments, supported
with complete documentation.
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b) Unreconciled Book and PS-DBM balances

Advances to Procurement Service-DBM for common-use office supplies,
equipment, application software, and airline ticket requircments amounting
to P7,026,770.29 is wunreliable due to unrcconciled difference of
£0,613,014.84 between the balances per books and PS-DBM records caused
by non-recording of deliveries in prior years.

Item 6.7 of COA Circular No. 94-013° dated December 13, 1994 provides that it
is the duty and responsibility of the Implementing Agency (IA) to return to the
Source Agency (SA) any unused balance upon the completion of the project.

As of December 31, 2022, the Subsidiary Ledger (SL) balance of advances to
NGAs-PS-DBM showed the amount of P7,026,770.29 which pertains to prior
years’ fund transfers which remained unliquidated as of report date, consisting
of the following:

. Fund L . _Amnount (in P)
Regular Agency 7,025,340.99
Trust Fund 1,429.30
Total 7.026,770.29

While the balance per PS-DBM records, Agency Summary of Payment and
Deliveries (ASPD), showed P413,755.45 only, or a difference of P6,613,014.84,
as follows:

' Date __Perbooks . | Per PS-DBM | Difference | Remarks
s o : () 1
Oct. 19, 2022 7,062,672.19 413,755.45 | 6,648,916.74 L
Nov. 25, 2022 (35,901.90) 0.00 | (35,901.90) | Adjustment
As of Dec. 31, 2022 7,026,770.29 413,755.45 | 6,613,014.84

The SL contains transactions with PS-DBM, starting 2018, the onset of the e-
NGAS on January 1, 2018, with a recorded beginning balance of P2,879,915.33
without details. Comparison of the SL and PS-DBM ASPD disclosed that
various deliveries appearing in the PS-DBM ASPD totaling P11,992,780.52 was
not recorded in the books, which was 82 percent or P5,379,765.68 way beyond
the difference of £6,613,014.84, thus outright adjustment could not be effected.

Based on the previous and current confirmation letters (CLs) issued by the Audit
Team on December 1, 2022, the breakdown of P7,026,770.29 included
outstanding balances since CY 1997 and as compared to the PS-DBM ASPD it
showed that only P1,332,380.25 was unrecorded.

* Rules and Regulations in the Grant, utilization and Liguidation of Funds Transferred to Implementing

Agencies
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The difficulty in reconciling both the books and PS DBM records was due to the
absence of copy of Delivery Receipts (DRs), incomplete details and reference
for the transactions, such as Agency Procurement Request (APR) number, check
number in the APR or DR, and incomplete/different years of the recorded
transactions. This could be attributed to Property’s laxity in monitoring the
deliveries and non-submission of copies of DRs to the Accounting Section
immediately upon receipt. On the other hand, there are instances wherein the
Accounting Section was provided with a copy of the DR, however, it failed to
record the same in the books.

As of to date, no complete reconciliation has been made by the management
despite the availability of the PS-DBM ASPD. In the absence of copies of DRs,
which serve as the basis and supporting documents, adjustments could not be
made. The difference renders the validity of the Duwe to NGAs account
unreliable.

The Audit Team has sent Confirmation Letler No. 2022-006 dated November
22,2022 to PS-DBM, however, as of dale, the reply has not been received.

We recommended, and Management agreed, to direct the Chief Accountant
and Property Officer to coordinate with the PS-DBM to reconcile the
difference amounting to $6,613,014.84 and request copies of DRs from PS-
DBM to serve as basis and supporting documents in recording the prior
years’ deliveries.

Unliquidated fund transfers aged 2 years to 50 years
COA Circular No. 94-013 sets forth the rules and regulations in the grant,

utilization and liquidation of funds transferred to implementing agencies (IAs),
as follows:

- Section | Provisions -

4.6 Within ten (Ilr()) days after the end of cach mon(h/end of the agreed period for the
Project, the 1A shall submit the Report of Checks Issued (RCI) and the Report of
Disbursement (RD) to report the utilization of the funds

4.9 The TA shall return to the SA any unused balance upon completion of the project

5.4 The SA shall require the TA to submit the reports and furnish the 1A with a copy cf
the journal voucher taking up the expenditures

The schedule of the Due from NGAs is shown as follows:

" tmpleinenting ', Year! | il SR
5t ) g R 7SR R (B . C B 2 I 73

¢

. Balance

iand Eratfor . - Ligiidatin As of 12/31/2007_

‘Arount (in #)

Bu. ofPfaht

1972 6,870.60 6.876.60
Industry
Forest Produet 1982 509.17 509.17
Research
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f Implﬁm_en ting Year Fun.d Trnnsfgr | lLI(]lll(hItiOll . As of 12/31/2022

| ‘Agency '| Granted CcY | PYs CcY | Pys _CY | PYs

{ ;  Amount (in ¥)

Indusiry

Office of the

0GCC 1985 18,000.00 18,000.00

Dept. of

Agriculture 1995 681.79 681.79

RO 1X

Rizal State

College 1999 12,064.56 12,064.56
. o 2009-

g?ft_lro.nai Printing 2013 44,280.10 | 20.000.00 24,280.10
ce 2022 10,000.00 10,000.00

Sericulture

Research &

Dev't Center 1994 20.000.00 20,000.00

University of 2001-

the Phils., 2,261,483.83 2.261,483.83

2014

Los Banos

University of 2009-

the Phils.. 2020 7.867,805.90 7.867.805.90

Diliman 2022 4,218,821.76 4,218,821.70

Total 4,228,821.76 | 10,231,695.95 - | 20,000.00 | 4,228,821.76 | 10,211,695.95

Balance of FT

12/31/22 14,460,517.71 20,000.00 14,440,517.71

%o to Total 100% 0% 20% 0% 99.80% 100%

CY — Current Year, PYs— Prior Years

As shown in the table above, the prior years® balances pertained to fund transfers
granted as early as CY 1972 or aged 2 to 50 years. As of year-end, out of the
fund transfer in prior years of #10,231,695.95, only £20,000.00 or 0.20 percent
were liquidated, leaving a balance of £10,211,695.95 or 99.80 percent.

Considering the age of the accounts, particularly those granted for over one year,
the purposes of which should have been accomplished and the funds alreacdy
expended, thus, the liquidation reports/fund utilization reports should have been
submitted by the 1As.

During the year, fund transfer amounting to P4,228,821.76 or 100 percent of the
funds transferred remained unliquidated. The Status of Unliquidated FTs Report
showed that additional funds were released to [As even without submission of
fund utilization and accomplishment reports of previous fund transfers.

The non-submission of the liquidation documents/reports violates the provisions
of the above-cited regulations and caused the accumulation of substantial
unliquidated fund transfer. Likewise, it may result in the overstatement of the
receivable accounts and the understatement of the related expense/asset
accounts.
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This could be attributed to management’s failure in the monitoring of projects’
status of implementation/accomplishment, and weak enforcement of liquidation
of fund transfers.

The above deficiency casts doubt on certainty of liquidation, the reliability and
validity of the Due from NGAs account.

This is a reiteration of prior year’s audit observation.

We recommended, and Management agreed, to direct the Chief Accountant
to:

a. coordinate with concerned TAs for the status of fund transfers and
demand submission of liquidation documents of expended fund transfers
and completed projects and the refund/proof of refund of the
unexpended balance to serve as basis in recording liquidations;

b. refrain from releasing additional funds unless fund utilization and
accomplishment reports of the previous fund transfers are submitted in
accordance with COA Circular No. 94-013; and

c¢. request for authority to write-off dormant unliquidated fund transfer
following the guidelines in COA Circular No. 2016-005.

Unreliable Olffice Supplies Inventory account

The accuracy of the year-end balance of Inventory accounts of
P41,367,699.38 could not be ascertained due to (a) non-conduct of complete
physical count of Accountable Forms, Plates and Stickers Inventory and all
the semi-expendable inventories, totaling £40,778,737.24; (b) discrepancy of
P17,457.08 between the balances per books and inventory report of the
Office Supplies Inventory account, the only account with physical count;
and (c) non-preparation/maintenance of Stock Cards for all inventory.
Likewise, regular purchases of inventories amounting to 566,961.25 were
directly charged as outright expense, contrary to existing rules and
regulations.

As of December 31, 2022, the Inventory account total balance of
P41,367,699.38 comprised of the following:

 Account | A(';l‘:’;;“
Office Supplies Inventory 588,902.14
Accountable Forms, Plates and Stickers Inventory 8,000.00
Semi-Expendable Machinery Equipment 106,054.22
Semi-Expendable Office Equipment 999,055.56
Semi-Expendable ICT Equipment 8,064,783.70
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Account | A(?::’;:;'t
Semi-Expendable Agricultural & Forestry Equipment 26,310,508.30
Semi-Expendable Communication Equipment 800,796.87
Semi-Expendable Disaster Response and Rescue Equipment 19,944.00
Semi-Expendable Military, Police and Security Equipment 4,560.00 |
Semi-Expendable Technical and Scientific Equipment 928,829.00 |
Semi-Expendable Other Equipment 680,101.72
Semi-Expendable Furniture & Fixtures 2,847415,72
Semi-Expendable Books 8,688.15
Total 41,367,699.38

The account showed various deficiencies and non-compliance with rules and
regulations on the monitoring and reconciliation of the accounts, to wit:

1. Non-conduct of physical count of Accountable Forms, Plates and Stickers
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Inventory and all the Semi-Expendable inventories

Section 17(i), Chapter 8 of the Government Accounting Manual
(GAM), Volume I, provides that:

Report on the Physical Count of Inventories (RPCI) (Appendix
0606) — shall be used to report the physical count of supplies by
type of inventory as at a given date. It shows the balance of
inventory items per card and per count and shortage/overage, if
any. These include the semi-expendable property wherein the
issue is covered by ICS.

Appendix 66 of GAM, Volume 1I, provides that the RPCI shall be prepared
semi-annually by the Inventory Committee and by fund cluster. The report
shall be reconciled with the SLCs and SCs maintained by the Accounting
Division/Unit, and Property and/or Supply Division/Unit, respectively. Any
discrepancy shall be verified and/or adjusted accordingly. It shall be
submitted to the COA Auditor concerned not later than July 31 and January
31 of each year for the first and second semesters, respectively.

Management failed to conduct physical count of the Accountable Forms,
Plates and Stickers Inventory and all the Semi-Expendable inventories with a
balance of P40,778,737.24.

The conduct of physical count of inventories is necessary to substantiate the
balance recorded per books. If there are discrepancies between physical and
book inventories, it must be investigaled and cleared immediately. If
necessary, written explanations shall be required from persons responsible.

The non-conduct of complete physical count due to absence of inventory

committee to conduct physical count and prepare the prescribed RPCI put to
doubt the existence of the recorded inventories.
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Discrepancy between the balances per books and inventory report for Office
Supplies Inventory - P17,457.08

During the year, the agency conducted physical count only for the office
supplies inventory amounting to P588,962.14 or 1.4 percent of the total
reported balance of Inventories of P41,367,699.38. Comparison of the
balance of the submitted report on the physical count against the book
balance showed a discrepancy of P17,457.08, as follows:

. Office Supplies Inventory (inP)
Per Books Per Livvetitory Report Discrepancy
588,962.14 571,505.06 17,457.08

The discrepancy could be attributed to the following:

e use of different inventory item number and description per supplics
ledger cards;

e discrepancy in quantity; and

e discrepancy in unit price.

Moreover, the submitied report on the physical count of the Office Supplies
Inventory was not prepared in accordance with the format prescribed in
Appendix 66 of GAM. Volume II. It does not contain the necessary
information as to the quantity balance per stock card to determine if there are
shortage/overage against the items on hand per count.

Non-preparation/maintenance of Stock Cards
Section 9 of the same Manual further states that:

[The] Inventory Accounting System requires accounting records
to show the amount of inventory on hand at all times through the
maintenance of the Supplies Ledger Cards (SLC) by the
Accounting Division/Unit and Stock Card (SC) by the Supply
and/or Property Division/Unit for each item in stock.

Moreover, Paragraph D, Appendix 57 of the GAM Volume II provides that:
The semestral physical inventory of supplies shall be reconciled
with the SLCs and controlling accounts and Supply and/or
Property records. Any discrepancies shall be immediately

verified and adjusted.

The SLCs for each type of supplies of the above inventory account to support
the Inventory balance of £14,272,876.18 are generated from the e-NGAS.
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On the other hand, the Property Section’s SCs pertain only to Office Supplies
Inventory. It did not preparc and maintain SCs for other inventorics
including the semi-expendable items, due to lack of manpower. The non-
maintenance of the required SCs rendered no basis to check on the accuracy
of the reported inventory balance.

Due to the non-conduct of complete physical count of inventory and
consequently the non-preparation of the RPCI to compare the recorded
balance P14,272,876.18, the discrepancy of P17,457.08 between the balances
per books and inventory report for Office Supplies Inventory account, the
absence of RPCI, and the non-maintenance of SCs, reconciliation of the
accounting and property records is improbable; hence, the existence,
completeness and accuracy of recorded purchases and issuances of
inventories in the books could not be ascertained.

Regular purchases of inventories directly charged as an outright expense —
P566,961.25

Section 9, Chapter 8 of Government Accounting Manual (GAM), Volume 1
states that:

Regular purchases shall be coursed through the inventory
account and issues thereof shall be recorded as they take place
except for supplies and materials purchased out of PCI' for
immediale use or on emergency cases which shall be charged
directly to the appropriate expense accounts.

The Accounting Section recorded the purchases of office supplies, other
office supplies and medical, dental and laboratory supplies amounting to
P566,961.25 as outright expense instead of recording the same to its
corresponding inventory account thus, contrary to the above regulation.

Since the abovementioned purchases were not paid out of Petty Cash fund,
such items should not be recorded as outright expense. Instead, these should
have first been recorded under the appropriate inventory accounts in
accordance with the above cited provision. As a result, said supplies were
already considered consumed at the time of purchase, thus, resulted in the
understatement of the /nvenfory account and the overstatement of the
corresponding expense account by $566,961.25 at the time of purchase.

We recommended, and Management agreed, to require the:

a. Inventory Team to conduct physical count of all inventories on a

semestral basis and prepare the RPCI to serve as basis in checking the
recorded inventory accounts;
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b. Chief Accountant and Property Officer to coordinate and reconcile the
noted difference on the recorded office supplies inventory, and prepare
the necessary adjusting entries;

c. Property Officer to prepare and maintain an updated SCs for each type
of inventorics where all reccipts and issuances shall be recorded
promptly to facilitate reconciliation; and

d. Chief Accountant to ensure that regular purchases of inventorics pass
through the Inventory account prior to recording as expense.

e) Unreliable PPE accounts

The accuracy and validity of the year-end balance of PPE accounts of
$582,170,871.82 was unreliable due to: (a) failure to conduct physical count
of PPE and non-preparation/submission of the RPCPPE; and (b) non-
maintenance of Property Cards.

As of December 31, 2022, the PPE accounts showed a total balance of
P582,170,871.82, as follows:

Accunulated

' 'PPE Accounts Bhkghes Depireciation | Vet Book Value
' n - ] (NP

Land 2,128,533.65 2,128,533.65
Other Land Improvements 6,435,800.90 3,476,044.53 2,959,756.37
Water Supply Systems 774,070.19 774,070.19
Power Supply Systems 369,891.80 369,891.80
Buildings 59,237,720.93 48,104,484.47 11,133,236.46
Other Structures 24,221,817.92 5,987,770.00 18,234,047.86
Machinery 14,699,391.20 6,621,722.14 8,077,669.00
Office Equipment 20,451,053.52 15,194,147.22 5,256,900.30

Information & Communication

Technology Equipment 38,388,294.25 22,127,379.48 16,260,914.77
Agricultural & Forestry Equipment 129,455,148.13 46,533,873.52 §2,921,274.61
Communication Equipment 846,281.80 459,849.67 386,432.13
Medical Equipment 533,580.91 23,591.52 509,989.39
Technical & Scientific Equipment 152,494,498.8 | 129,074,119.11 23,420,379.70

Other Equipment

5261,435.13

2,439,248.63

2,822,186.50

Motor Vehicles

47,112,023.87

20,938,608.52

26,173,355.35

Furniture and Fixtures 10,806,982.93 5,996,914.69 4,810,068.24
Books 120,746.43 37,124 .20 83,622.23
Leased Assets Improvements, Land 24,356.40 5,358.40 18,998.00
Leased Assets Improvements,

Building and Other Structure 298,604.70 298,664 70
Construction in Progress - Buildings

& Other Structures 68,185,424.15 68,185,424.15
Work/Zoo Animals 26,350.00 26,350.00
Other Property, Plant and Equipment 298,804.20 358,825.08 (60,020.88)
Total 582,170,871.82 307,379,121.24 274,791,750.58
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Verification of the accounts showed various deficiencies and non-compliance
with rules and regulations on the monitoring and reconciliation of the accounts,
to wit:
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Failure to conduet physical count of PPE and non-preparation/submission of
the RPCPPE

Section 38 of Chapter 10 of the Government Accounting Manual (GAM),
Volume I provides that:

The entity shall have a periodic physical count of PPE, which
shall be done annually and presented on the Report on the
Physical Count of Property, Plant and Equipment (RPCPPE)
(Appendix 73) as at December 31 of each year. This shall be
submitted to the Auditor concerned not later than January 31 of
the following year. Equipment found at station and losses
discovered during the physical count shall be reported to the
Accounting Division/Unil for proper accounting/recording.

Section 42.g of the same Manual provides that the RPCPPE shall be used to
report the physical count and condition of PPE by type as at a given date,
including those which are unrecorded and those which could not be
accounted for. It shows the balance of PPE per property cards and per count
and the shortage/overage, if any. It shall be rendered by the Inventory
Committee, on its yearly physical count of properties owned by the entity.

The conduct of physical count of PPE is necessary to substantiate the balance
recorded per books. If there are discrepancies between physical and book
balance, it must be investigated and cleared immediately. If necessary,
written explanations shall be required from persons responsible.

For CY 2022, the agency did not conduct physical count of all PPEs and the
corresponding RPCPPE was not prepared despite the issuance of previous
audit observation memorandum, thus, the accuracy, existence and
completeness of the recorded amount could not be ascertained.

Non-maintenance of Property Cards
Section 42, Chapter 10 of the GAM, Volume I, states that:

[For] check and balance, the Property and Supply Office/Unit
shall likewise maintain PC for PPE in their custody to account
Jor the receipt and disposition of the same. The balance per PC
shall be reconciled with PPELC maintained by the Accounting
Division/Unit. They shall also be reconciled with other property
records like PAR.
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42.d Property Card (Appendix 69) — this card shall be used by
the Supply and/or Property Division/Unit 1o record the
description,  acquisition, transfer, disposal, and other
information about the PPE. It shall be kept for each class of
PPE,

Moreover, Paragraph D, Appendix 70 of the GAM Volume 11 provides that:

The PPELC shall be reconciled with the report on the physical
count of the PPL, PC and the control accounts. Any
discrepancies shall be immediately verified and adjusted.

The Property Section did not prepare and maintain PCs for all PPE, whizh
according to the personnel was due to lack of manpower.

In the absence of RPCPPE, due to non-conduct of physical count of PPE, and
the non-maintenance of PCs, reconciliation of the accounting and property
records is improbable, hence, the existence, completeness and accuracy of
recorded PPEs in the books could not be ascertained.

We recommended, and Management agreed, to require the Property
Officer to:

a. conduct physical count of PPE on an annual basis and prepare the
RPCPPE to counter check the balance per books; and

b. prepare and maintain PC for each type of PPE where all receipts and
issuances shall be recorded promptly to facilitate reconciliation thercef
and take up the reconciling items in the books, if any.

Unsupported Accounts Payable

The reported balance of the Accounts Payable account of £52,922,578.17
could not be validated due to (a) non-submission of supporting documents;
and (b) failure to preparc the Aging of Due and Demandable Obligations
(ADDO) - Financial Accountability Report (FAR) No. 3.

As defined in the GAM, Accounts Payable refers to valid and legal obligations
of NGAs/OUs, for which  goods/services/projects  have  been
delivered/rendered/completed and accepted, regardless of the year when thess
obligations were incurred.
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Non-submission of supporting documents
Paragraph 2 of Section 37, Chapter 2 of GAM Volume I provides that:

No obligation shall be certified to accounts payable unless the
obligation is founded on a valid claim that is properly supported
by sufficient evidence and unless there is proper authority for its
incurrence. X x x

The supporting documents for the Accounts Payable of the PhilFIDA’s
obligations amounting to P52,922,578.17 were not submitted to the Audit
Team despite repeated verbal request; hence, the rccorded obligations could
not be validated/ascertained.

Non-preparation of the Aging of Due and Demandable Obligations (ADDO) -
Financial Accountability Report (IFAR) No. 3

Under COA-DBM Joint Circular No. 2014-1* dated July 2, 2014, national
government agencies are required to submit BFARs to the Department of
Budget and Management and Commission on Audit. Among the reports to
be submitted is the ADDO-FAR No. 3. The report shall reflect the balance of
unpaid obligations as indicated in the Obligation Request and Status (ORS) as
al year-end. This report is to be submitted to COA and DBM within 30 days
after the end of the year.

As of report, no ADDO prepared and submitied to the audit team for the year
then ended. The balance of due and demandable obligation shall be the one
recorded/reported in the ADDO-FAR 3 and shall serve as the basis in the
preparation of the schedule of accounts payable. It shall serve as support to
the payables reported in the books. In the absence of the ADDO, there is no
assurance on the accuracy of the reported accounts payable.

We recommended, and Management agreed, to require the Chief
Accountant to:

. ascertain the validity of the accounts payable and revert invalid,

unsupported and past due payables to the Accumulated Surplus or
Deficit of the General Fund of the National Government pursuant to
COA and DBM Joint Circular No. 1, s. 2021 dated March 8, 2021;

. prepare and submit to the Audit Team the ADDO within the preseribed

period; and

* Guidelines prescribing the use of modified formats of the Budget and Financial Accountability Reports
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c. ensure that all obligations certified to Accounts Payable are duly
supported with sufficient documents and with valid claims.

g) Unreliable various expense/asset accounts due to unsupported JEVs caused by
non-submission of Liquidation Reports

Records showed that various Journal Entry Vouchers (JEVs) were drawn to
record Liquidation Reports (LRs) submitted by the different PhilFIDA Regional
Offices (ROs) with an aggregate amount of 205,898,902.53, however, the said
LRs remained unsubmitted to the audit team as of year-end, as follows:

Month Amount (in T)
August 49,803,218.80 |
September 23,981,286.16
Oclober 14,498,109.15
November 11,925,558.57
December 105,630,729.85
Total 205,898,902.53

The non-submission of LRs as supporting documents to the JEVs precluded the
audit team from conducting the audit of the transactions to obtain sufficient and

appropriate evidence on the validity and accuracy of the account balances
affected.

We recommended, and Management agreed, to require the Chief
Accountant to submit to the Audit Team the LRs already recorded in the
books; otherwise, Notice of Suspension shall be issued by the Audit Team.

Various accounting reports were not submitted within the required period;
thus, affecting the timely verification and communication of audit results to
Management, which could have served as an aid in management decisions and
inputs in enhancing financial accountability. Likewise, Bank Reconciliation
Statements (BRS) were submitted late or were not submitted at all by
concerned officials, the number of delays ranges from 2-289 days, precluded
the Audit Team to conduct timely verification on the correctness of the cash
balance.

During the year, the following accounting and property reports with their
supporting documents were not submitted to the Audit Team within the prescribed
period with delays ranging from one to 289 days, or were not submitted at all:

, ] . . AL No. of B‘?JI"‘]”S with Range of
: i el - Rules and Timeline/ . delay (Monthly)
| REpprgIOTUIEnt . ' g ilatiohg. Du‘efm,téf Not | Wih | 9
i i : L _ ‘ Submitted deliy elaye
Monthly/Quarterly Section 60 (c), Within  ten
Trial ~ Balance and | Chapter 19, (10) days i I 20
Financial  Statements | Government after the end
(FSs) and Supporting | Accounting of the month
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No. of Reports with

monthly

- Rules and Timeline/ _delay (Monthly) Range of
Teepiml Rosiment Regulations Due Date Not With , tigg
! _ . | Submitted delay delayed
Schedules (SSs) Manual (GAM)
Year-end TB, FSs and | Volume I 14" day of
SSs February of
the ensuing i i i
year
RCI/RADAI with all | Section 10, Daily or as ) 8 RF 1-36
paid DVs and SDs Chapter 6, often as ) 8 TF 1-36
GAM Volume I | necessary
RCD with all ORs, DSs | Scction 39, Daily or as -
and SDs Chapter 5, often as - 131151[ { }gj
GAM Volume I | necessary
Liquidation Reports 4 RF 8RF 100-161
7TF 11-57
Bank  Reconciliation | Section 17 (i), | Within 20
Statements (BRS) Chapter 8 of the | days  afler
GAM Volume T | receipt of the 77 211 9.289

Count of Inventories
(RPCI)

Bank
Statement
Report on the Physical Not later

than July 31
and January
31 of each
year for the
first and
second
semesters,
respectively

Report on the Physical
Count of Property,
Plant and Equipment

Not later
than January
31 of ecach
year

Inventory and
Inspection of
Unserviceable Property

The year-end Trial Balance, Financial Statements and supporting schedules were
submitted to the Audit Team on February 10, 2023.

The delayed/non-submission of liquidation reports, disbursement vouchers,
supporting documents and other accounting and property reports way beyond their
prescribed period prevented the timely verification of the financial accounts and
transactions and communication of audit results to Management, which could have
served as an aid in management decisions and inputs in enhancing financial

accountability.
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On unsubmitted BRS

Bank reconciliation is a standard procedure in the management of the cash accounts
to determine the correctness and compleleness of the cash transactions recorded in

the books.

Section 74 of PD 1445 provides that:

At the close of each month, depositories shall report io the agency
head, in such from as he may direct, the condition of the agency
account standing on their books. The head of the agency shall see to it
that a reconciliation is made between the balance shown in the
reports and the balance found in the books of the agency.”

Section 5, Chapter 21 of GAM for NGAs Volume | states that:

The Chief Accountant/Designated Staff shall within ten days from
receipt of the monihly Bank Statement (BS) together with the paid
checks, original copies of Debit Memoranda (DM)/Credit Memoranda
(CM) from the GSB, reconcile the BS with the GL and prepare the
BRS in four copies.

== = 3

Also, Section 7 of the same Manual provides that the Chiel Accountant shall
submit the BRS within twenty days after receipt of the monthly BS to the COA
Audit Team.

The PhilFIDA maintained a total of 22 Cash-LCCA accounts and two Cash-MDS
accounts at the Land Bank of the Philippines (LBP). It has 10 ROs wherein ecach
RO maintains two accounts for funds received from PhilFIDA Central Office to
defray Personal Services and Maintenance and other Operating Expenses.

As of December 31, 2022, the Accountant/Designated Staff did not submit the RRS
and its supporting documents within the prescribed period, with delays ranging

-

==

==

from 2 to 289 days, or were not submitted at all, as shown below:

Qg"gc/ Account No. N%’;;;yiﬁy 3 Period Unsubmitted
co MDS-Regular - 2023-9023-83 12-162 September-November
MDS-Trust Fund - 2023-9027-91 12-162 November
LCCA-FIDA - 3212-1018-92 - January - November
LCCA-CODA -0232-1125-30 16-162 November
RO I PS - 1372-0078-73 16-289 November
MOOE - 1372-0078-81 16-289 November
ROIV | PS-0232-1143-71 - January- November
MOOL - 0232-1143-80 - January- November
ROV PS - 0132-1020-15 16-289 ____November
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ogge/ Account No. N‘i.).e?;;)cz:iy 5 Period Unsubmitted
MOOE - 0132-1020-07 16-289 November ]

RO VI | PS -3292-1024-60 16-230 _January, February, November
MOOE - 3292-1024-79 16-289 ~ November

RO VII | P5-0142-0197-87 = Tanuary- November
MOOQE - 0142-0197-79 - fanuary- November

RO VI | PS-0182-1097-11 - January- November
MOOE - 10182-1097-20 108-289 August-November

RO IX PS - 0522-1193-26 2-214 November
MOOE - 0522-1193-34 2-214 November

RO X PS -2412-1005-17 2-214 October-November -
MOOE - 2412-1004-44 2-214 October-November |

ROXI | PS-1472-1014-19 [6-47 Januwary-August, November
MOOE - 0162-0070-63 - January- November

RO XII | PS - 0362-1060-95 2-214 Nevember R
MOOE - 0362-1058-70 2-214 Navember

Management informed that it has enrolled its accounts with the We-Access services
of the LBP for the timely retrieval and printing of BS for the eventual preparation
of BRS. Hence, the conservative computation of the delay of submission of BRS is
within twenty days alter rceeipt of the monthly BS as prescribed in Section 7,
Chapter 21 of GAM for NGAs Volume I.  However, despite such enrollment with
the LBP We-Access, still Management could not submit the BRSs on time.

The delayed/non-submission of the BRS prevented the timely verification on the
correctness of the cash balance per books and in banks; thus, may result to nen-
immediate detection of possible discrepancies and for adjustments in the books
against the bank balance, if any.

We recommended, and Management agreed, to:

a. direct the Heads of Regional Offices to submit to the Chief Accountant the
LRs with all the supporting documents on a monthly basis for funds
transferred for personal services, operating expenses and project funds as
soon as the purpose has been accomplished for the preparation of JEV
and recording purposes;

b. require the Chief Accountant, the Property Officer, the Cashier and
concerned accountable officers in the ROs to observe the prescribed

timelines on the submission of all accounting and property reports;

¢. require the Chicf Accountant to submit within the prescribed period the
BRS with all the supporting documents; and

07




D

g ] TR T

=

I T D O N N N Oy I N SEm

G

d. direct the Heads of the ROs 1V, VII, VIII and XI to require their
designated staff to prepare and submit immediately the BRS to the Audit
Team.

B. Compliance Audit
Idle cash/non-remittance of collections fo the BTr

4. Collections of performance bonds posted by various suppliers amounting to
P174,069.06 remained unremitted to the National Treasury contrary to law
and regulations.

Section 7 of the General Provisions (GP) of the General Appropriations Act (GAA)
of FY 2022 stales that:

Performance bonds and deposits filed or posted by private persons or
entities with departments, bureaus, offices. and instrumentalities of
the National Government, including Constitutional Offices enjoying
Jiscal autonomy and SUCs shall be deposited with the National
Treasury and recorded as (rust receipts in accordance with E.O. No.
338, as implemented by COA-DBM-DOI J.C. 1-97, and such other
gutidelines issued thereon,

Further, the Department of Finance, Department of Budget and Management and
Commission on Audit (DOF-DBM-COA) Permanent Commitiee Joint Circular
No. 4-2012° dated September 11, 2012, directs the reversion of all unnecessary
special and trust funds to the General Fund and for other purposes.

As of year-end, the performance bonds posted by various suppliers amounted (o
P174,069.06 and deposited under Cash in Bank, L.CCA No. 0232-1125-30.

Pavor Amount Remarks
ay (in P)
Climaco Pitiluna 6.000.00 i
Balance from Post Trial Balance as of Dec, 31,

By Allgl!S[O Sunizlde f0a3.00 2017 as indicated in the Subsidiary Ledger

Dr. Avelino Raymundo 7,000.00

Eugenio Castro 1,500.00

Macare Medicals, Inc. 27,500.00

Marcus Phoenix Media

Production £H300.00
Novotel (Hotel) Corp. 40,425.00
Ormoc Diesel Center 6,000.00
Tropics Agro Industries, Inc. 31,500.00

% Rules and Regulations implementing Exccutive Order No. 431 dated May 30, 2005 directing the reversion
of all dormant accounts, unnecessary Special and Trust Funds to the General Fund and other purposes
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Payor A:.m)unt Remarks
{in P) B
S1 Technologies, Inc 9.647.06
Sub-total _ 159,072.06
Next Innovation Inc 7 14,997.00 | September 2022 o
Total 174,069.06 - N

The Accounting personnel explained that they are in the process of validating the
balances, and that the cash receipts of the performance bonds were not remitted
with the National Treasury because it takes time to request from the DBM for the
release of Notice of Cash Allocation (NCA) for the return of the bonds to the
suppliers.

However, as shown in the above {able, the performance bonds amounting to
P159,072.06 have been inactive since CY 2017 and no claims have been made
since then, thus should rightfully be remitted to the National Treasury.

The non-remittance ol the said performance bonds is contrary to Section 7 of the
GP of the GAA for FY 2022 as implemented by the Permanent Commitiee Joint
Circular No. 4-2012. and COA Circular No. 2015-001° dated January 29, 2015 and
deprive the government of the much needed cash for the implementation of priority
programs and projects.

This is a reiteration of prior year's observation.

We reiterated our previous recommendation, and Management agreed, to
cause the immediate remittance of all the performance bonds posted hy
various suppliers with the National Treasury pursuant to Scction 7 of the GP
of GAA 2022.

Granting, utilization and liguidation of cash advances

5.

Cash advances for official local and foreign travels and special purpose/time-
bound undertakings in prior years amounting to P704,417.09 or 73.47 percent
of prior year’s balance of $958,809.49 remained unliquidated, thus, exposes
government funds to pessible misuse. Moreover, advances to officers and
employees included negative balances amounting to P36,367.60 which
understated the supposed balance of P836,420.19.

The following are the established rules and regulations on the granting and
liquidation of cash advances:

Regulations Provisions

Section 4.1 of COA Circular No. 97-002 | A cash advance shall be reported on and liquidated
dated February 10, 1997 as soon as the purpose for which it was given has
been served. No additional cash advance shall be

® Rules and Regulation on Performance Bonds and Deposits
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Provisions

allowed (o any official or employee unless the
previous cash advance is first setlled or a proper
accounting thereof is made

Section 1.2 of COA Circular No. 2012-
001 dated June 14, 2012

Travel Expenses - within 30 days after the return of
the official employee concerned to his official
station for local travel and within 60 days after the
return of the official/employee concerned in ths
Philippines in the case of foreign travel

Special Purpose - as soon as the purpose of the cash
advance has been served.

No. 1445

Section 89 of Presidential Decree (PD)

No cash advance shall be given unless for a legally
authorized specilic purpose. A cash advance shall
be reported and liquidated as soon as the purpose
for which it was given has been served

Article 217 of the Revised Penal Cade

The failure of a public officer to have dulv
forthcoming any public funds or property with
which he is chargeable, upon demand by any dulv
authorized officer, shall be prima facie evidence
that he has put such missing funds or properly to
personal use

Analysis of the accounts Advances
SDO as of December 31, 2022, showed the following:

to Officers and Employees and Advances fo

Nature of Cash
| Advances

Cash Advance

Balance

Liquidation As of 12/31/2022

CY | PYs

cy | PYs cy | PYs

(in P)

Advances lo Officers
|_and Employces

2,884,493.48

793,545.57

2,788,857.98

89,128.48

95,635.50 704.417.09

Advances to SDO

1,695,598.06

165,263.92

1,693,598.06

165,257.35

s 0.57

T'otal

4,580,091.54

958,809.49

4,484,456.04

254,385.83

95.635.50 704,417.09

Balance

As ol 12/31/2022

5.538.901.03

4.738.841.87

800,059.16

| % to Total

100%

97.91%

26.53%

2.09% | 7347

Out of the prior year’s balance of P958,809.49, the amount of P704.417.09 or 73.47
percent represents cash advances granted from as early as 1986 and have been
dormant for 2 to 36 years, to various officers, employees and accountable officers
(AOs) who were no longer connected with PHIlFIDA due to retirement,
resignation, or transfter of office.

The accumulation of unliquidated balance in prior years could be attributed to
management’s laxity in monitoring the liquidation of cash advances and non-
submission of liquidation reports within the prescribed period.

Moreover, verification of the Schedule of Advances to Officers and Employees
showed that the balance of P800,052.59 includes negative amounts totaling
P36,367.60, which resulted in the decrease of the supposed balance of P836.420.19.
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According to the accounting personnel, the negative balances were due fo
erroneous posting of liquidation reports and double recording of adjustments which
were subject to further verification, analysis and reconciliation and/or adjustments.

This is a reiteration of prior year's observation.
We recommended, and Management agreed, to:

a. send demand letters to concerned accountable officers who are still active
in the service to submit liquidation reports and/or refund the unused cash
advances; and

b. require the Chief Accountant to review the accounts with negative balances
and prepare adjusting journal entries to effect the adjustments duly
supported with necessary documentations.

Unaccounted fund transferred to Phill'IDA Regional Offices

6.  Funds transferred to PhilFIDA Regional Offices for personal services, regular
operating expemses and project implementation totaling P79,642,108.77
remained unaccounted as of year-end thus, exposing substantial amount of
public funds to risk of possible loss and misuse. Thus, related
disbursements/expenses were not recorded in the books of accounts.

The present set-up of the PhilFIDA is that all cash requirements covering the
monthly Personal Services, regular MOOLE and funds for the implementation of
projects of Regional Offices (ROs) are transferred to ROs by the Central Office
(CO). These funds were deposited in the bank accounts of the respective ROs and
then disbursed by the ROs, through the issuance of checks, with the Disbursing
Officer and the PhilFIDA Regional Director as signatories. BEach of the ROs
maintained separate bank account for PS and MOOE. All funds transferred (I'T)
were subject to liquidation within the prescribed petiod.

Since the PhilFIDA practices the mode of centralized accounting system. the funds
transferred and corresponding liquidation of expenses were recorded in the books
of the CO. The funds transferred were recorded as Cash in Bank-Local Currency
Current  Account (CIB-LCCA).  Disburements/expenses are recorded upon
submission of Liquidation Reports (LRs)/fund utilization with all the necessary
supporting documents by the RO Disbursing Officer (DOs) to the Accounting
Section for the preparation of the JEV. Subsequently, a Disbursement Voucher
(DV) with its supporting documents will be prepared for the replenishment of the
RO funds.
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Analysis of the account as of December 31, 2022, showed the following:

Balance
Fund Transfer Liquidation
Nature of As of 12/31/2022
Fund -—
Transfer CYy PYs (64 PYs CY PYs
(in P)
PS (Payroll) 141,057,187.45 6.909.751.85 134,693.622.05 5.779.577.47 6.363.565.40 1,130,174.38

MOOE
(Operating
Expenses)

13,326,017.98

13.611.978.92

9.304.772.38

8.296.385.36

4,021.245.60

5.315.593.56

Project Funds

{Advances to §1.595.850.18 129,923,095 42 59.407.770.94 £0,299.644.83 | 22.188.079.24 40.623.450,59
| SPO) A
Total 235,979,055.61 150,44:4,826.19 | 203,406,165.37 103,375,607.66 | 32,572.890.24 47,0069,218.53
Balance
Az of 386,423.881.80 306,781,773.03 79.642,108.77
| 12/31/2022
% to Total 100% 86.20% 68.71% 13.80% ( 31.29%

The prior year’s balance of P47,069,218.53 or 31.29 percent represents I'T to RO
DOs but the period these were granted could not be determined since the subsidiary
ledgers (SLs) contain only the transactions from April 2019 onwards, due io
reclassification of the accounts from Advances for Payroll, Advances for Operating
Expenses and Advances to SDO to CIB-LCCA with the implementation of e-NGAS
in 2018.

Further, verification of the SLs showed that RO DOs failed to liquidate properly the
FT released to them for more than one month since the purpose of these T was
mostly for the monthly operating expenses and personal services of the ROs. These
should have been expended on a monthly basis and liquidation reports should have
been submitted to CO as soon as the purpose has been served. Despite non-
submission of fund utilization of previous fund transfers, Management continued (o
transfer funds to ROs contributing to the accumulation of unliquidated/unaccounted
balances.

These only showed Management’s laxity in the granting of fund transfers. lack of
monitoring of RO’s liquidation, failure to compel the AOs to submit LRs.

Moreover, records showed that 29,797,189.91 or 37.50 percent of 79,642,108.77
(P32,572,890.24 + P47,069,218.53) unliquidated fund transfer pertains to AOs who
were no longer connected with PhilFIDA due to retirement, as follows:

: Amount (in P) Date of .
"o Regular Fund | Trust Fund Total Retirement Renarks
VIL | 22,552,895.04 |  54,158.57 | 22,607.053.61 ;’002"2" % No Office Clearance

VIl 144.,757.03 - 144,757.03 | July 27, 2022 | With pending
accountabilities
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Amount (in P) Date of )
RO Regular Fund | Trust Fund | Total Retirement ROmETks
v 51,742.02 | 15.991.61 67,733.63 | July 1,202z | With pending
accountabilities |
I (143,835.99) | 1,950,000.00 | 1.806,164.01 | Feb. 1, 2021 | With pending
accountabilities
IX 423,029.42 3.004.97 426,034.39 }2:330 13, No Office Clearance
v 950,105.80 | 160,170.50 | 1,110,276.30 | Feb. I, 2021 | Cleared/ TLI paid
X1 143025149 | 2,204.919.45 | 3.635.170.94 | Feb, 1,2021 | With pending
| _ accountabililies
Total | 25,408,944.81 | 4,388,245.10 | 29,797,189.91

The clearances of the AOs were pending upon settlement of their accountabilities.
But it was noted that one AO with unliquidated fund transfer of P1,110,276.30 was
cleared from her accountabilities upon retitement and was eventually paid her
terminal leave benefits.

The non-submission of LRs resulted in the accumulation of long outstanding FT,
unaccounted/unrecorded expenses in the books in the period they were incurred,
exposure of cash to possible risk of loss and misuse.

Further, verification of the Schedule of CIB-LCCA showed that the balance of
P79,642,108.77 included negative amounts totaling P3,309,091.51, which resulted
in the decrease of the supposed balance of 82,633.453.89. as follows:

RO Amount (in P)
Regular Fund Trust Fund Total N

vV ~3,580.00 3,580.00
vV 52,573.88 52,573.88
VI 910,704.21 ] 910,704 21
co 3,653.59 3,653.59
v o 2,169.01 2,169.01
\4 130,246.08 130,246.08
I 143,835.99 143,835.99
Vil 432,902.35 432,902.35
X 273,747.75 273,747.75
N 1,315,333.60 1,315,333.60
Cco 40,344.91 40,344 .91
Total 3,303,342.36 5,749.01 3,309,091.51

The above lapses showed that the Management was remiss in its duty to enforce the
rules and regulations to safeguard the assets of the agency.

We recommended, and Management agreed, to:
a. evaluate the present set-up and consider adopting the payment of payroll

thru centralized payroll system and close the bank account maintained for
the purposc;
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b. issue directive to the RO SDOs to immediately submit to the CO the
LRs/Fund Utilization Reports of all unliquidated FT together with the
supporting documents; otherwise enforce the non-liquidation/non-
replenishment policy, until such time that the requirement is complied
with; and

c. instruct the Chief Accountant to:

i. refrain from processing the additional F'T without first submission of
LRs on the previous one and to monitor periodically the submission of
LRs;

il. issuc demand letter to all retired AOs to settle their accountability;
and

iii. evaluate/analyze the negative balances and prepare necessary adjusting
entries with proper documentation.

Dormant accounts for write-off

7. Dormant reccivable accounts amounting to P98,732,585.83 aged 10 to 29 years,
collection of which could not be ascertained, yet Management failed (o take
action to cleanse the books of accounts, despite previous years’ observation
and recommendation, thus, affected the fairness of the presentation of the
accounts in the financial statement,

COA Circular No. 2016-005" dated December 19, 2016 provides. among others,
that all  government enfities shall  conduct  regular  monitoring  and
analysis/reconciliation of receivable accounts;

» Section 5.4 - Dormant Receivable Accownts - accounts which
balances remained inactive or non-moving in the hooks of accounts
Jor ten (10) years or more and where settlement/colleciability could
no longer be ascertained.

» Section 5.5 - Dormant Unliquidated Cash Advances — advances
granfed o dishursing officers, agency officers and employees
which remained non-moving for ten (10) years or more and where
settlement/collectability could no longer be ascertained.

» Section 5.0 - Dormant Unliquidated Fund Transfers — advances
granted by the sowrce entity o implementing entity for the

7 Guidelines and Procedures on the Write-off of Dormant Receivable Accounts, Unliquidated Cash
Advances, and Fund Transfers of National Government Agencies (NGAs), Local Government Units
(1.GUs} and Government-Owned and Controlled Corporations (GOCCs)
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implementation of programs/projects which remained non-moving
Jor ten (10) years or more and where settlement could no longer be

ascertained.

» Section 8.2 - The Head of the government entity shall file the
request for authorily to write-off dormant receivable accounts,
unliquidated cash advances, and fund (ransfers to the COA Audit
Team Leader (ATL) and/or Supervising Auditor (SA).

Schedules of Receivables showed that a total receivables of R98.732.585.83 have
been dormant for 10 years and over, with details shown below:

Particulars Age A(':::);:;]t Remarks
Receivables
- Accounts 1982-2006 | 86,737.397.75 | Uncollecled service fees of Fiber
Receivable Industry  Development  Authority
(FIDA) from various stakeholders
- Notes Receivables 30 yrs 6,967,148.64 | Accounts of Imperial Textile Mills
dormant and Atlas Development Corporation
- Loans Receivables 1998-2000 360,836.64 | Uncollected production loans granted
{o different participating coo[eratives
under the Pilot Assistance to Cofton
Farmers Project (PACFP) and the
development of Model Farms for
Cotton Industry enhancement Project
(DMICIEY)
- Due from Officers 1986-2008 61,556.63 | Receivables from resigned/deceased/
and Employees retired employees of FIDA whose
whereabouts are unkonown
- Other Receivables 1688-2011 302,528.14 | Receivables rom resigned employecs
of CODA and FIDA  whose
whereabouts are unknown -
Sub-total 04,429 78577
Cash advances
- Official Iocal and 1986-2010 723,826.79
foreign travels
Sub-total 723,826,779
Fund transfer |
- NGAs 1972-2011 3,554,851.44 | Fund transfer (FT) to IAs and PS-
DBM
- GOCCs 1991 24,439.80 | FT to National Irrigation

Administration

Sub-total

3,579,291.24

Grand Tolal

98,732,585.83

The agency failed to request for write-off of dormant receivable accounts,
unliquidated cash advances and fund transfers. The existence of dormant accounts for
10 years and over indicates Management’s inadequaie monitoring and reconciliation

of receivable accounts.
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According to the accounting personnel, they have difficulty in complying with the
requirements in requesting authority (o write-ofl dormant accounts due {0
lack/absence of supporting records/documents. Likewise, demand letters could not be
sent due to unknown addresses of the recipients of the loans and employees that are
no longer connected with PhilFIDA. Hence, the seltlement and collectability of the
above accounts could not be ascertained.

This is a reiteration of prior year’s observation.

We recommended, and Management agreed, to require the Chief Accountant to
validate and evaluate the existence of reccivables, unliquidated cash advances
and fund transfer aged 10 years or more and, if warranted, request authority to
write-off dormant accounts in accordance with the procedures under COA
Circular No. 2016-005.

Neon-disposal of unserviceable property

8.

Unserviceable property with book value of P2,792,458.98 remained not
disposed of, contrary to Section 79 of Presidential Decree (PD) No. 1445, thus,
exposing them to further deterioration and decreasing their realizable value.

The Inventory and Inspection Report of Unserviceable Property showed various
unserviceable PPLE wilth book value of P2,792.458.98. However. the said
unserviceable PPE  remained undisposed, thus, exposing them to further
deterioration and decreasing their realizable value, contrary to Section 79 of P.D.
No. 1445 which provides that:

When govermment proper(y has become unserviceable for any cause,
or is no longer needed, it shall upon application of the officer
accountable therefore, be inspected by the head of the agency or his
duly authorized representative in the presence of the auditor
concerned and, if found to be valueless or unsalable, it may bhe
destroyed in their presence. If found to be valuable, it may be sold at
public auction to the highest bidder under the supervision of the
proper commiitiee on award or similar body in the presence of the
auditor concerned or duly authorized representative of  ihe
Commission, after advertising by printed notice in the Official
Gazelle, or for not less than three consecutive days in any newspaper
of general circulation, or where the value of the property does not
warrant the expense of publication, by notices posted for a like period
in at least three public places in the locality where the property is to
be sold. In the event that the public auction fails, the property may be
sold at a private sale at such price as may be fixed by the same
committee or body concerned and approved hy the Commission.
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The Disposal Committee informed that the said unserviceable will be disposed thru
public bidding in the first quarter of CY 2023.

We recommended, and Management agreed, to require the Chief of General
Services Section and BAC Disposal Committee to immediately dispose of the
unserviceable PPE, pursuant to Section 79 of P.D. No. 1445.

Fund utilization/obligation, disbursement and cash utilization

9.

Of the agency’s appropriation/allotment for C'Y 2022 of P387,783,611.03, the
agency registered a high utilization rate of 99.75 percent or £386,817,909.26
while £336,000,342.23 or 86.86 percent only was disbursed until December 31,
2022. While the agency’s total cash allocation of P437,598,895.00 received
during the year was 96.78 percent utilized, the balance of P14,102,610.10 was
reverted to the National Treasury. Also, of the agency’s total
appropriation/allotment, 55 percent or £211,265,488.58 was appropriated for
Fiber Development Program, of which fund utilization/obligation amounted to
P210,395,581.25 or 99.60 percent while the disbursement rate was posted at
80.30 percent or P168,856,546.87.

Sec. 61, GP, FY 2022 GAA, as implemented by Item 3.3 of National Budget
Circular No. 583, dated JTanuary 4, 2021 states that:

All appropriation authorized in this Act, including budgetary support
to GOCCs, shall be available for release and disbursement Jor the
purpose specified, and under the same general and special provisions
applicable thereto, until December 31, 2022. X x .

After the end of validity period, all unreleased appropriations shall
lapse, while unexpended or undisbursed funds shall revert (o the
unappropriated surplus of the General Fund in accordance with
Section 28, Chapter 4, Book VI of E.O. No. 292 and shall not
thereafter be available for expenditure except by subsequent
legislative enactment.  Department, bureaus and offices of the
National Government, including constitutional offices enjoying fiscal
autonomy, SUCs and GOCCs, shall strictly observe the validity of
appropriations and the reversion of funds.

For FY 2022, x x x.  On the other hand, appropriations for MOOE
and other capital outlays items shall likewise be valid for obligation
until December 31, 2022, while the delivery. inspection and payment
shall be made not later than March 31, 2023.
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Section 1.a, Executive Order 91° dated September 9, 2019 states that:

All authorized appropriations shall be available for obligation and
disbursement only until the end of each fiscal vear,

For CY 2022, the PhilFIDA received allotment totaling P387.783.611.03 from the
DBM for the implementation of ils programs/projects/activities. Of the total
allotment received during the year of P387,783,611.03, P386.817.909.26 or 99.75
percent thereof was obligated, while P336,000,342.23 was disbursed or 86.86
percent out of the total obligation, shown as follows:

{Allotment ApprafiEi Obligation nabiigatey Disbursement |Utilization Eighurs
e Allotment Balance Rate | Ement
: (in P) Rate
Current Appropriation -
Personnel
Services 211,730,036.00 | 211,695448.70 | 34,587.30 | 196,986,218.94 99.98 93.05
MOOE 128,277,000.00 | 128,215,792,86 | 61,207.14 | 124,979,723.04 99.95 97.48
Capital Outlay 43,000,000.00 42,160,092.67 | 839,907.33 9,835,751.28 98.05 23.33
100.0
Fin Ex 50,000.00 50,000.00 - 50,000.00 | 100.00 0
Sub-total 383,057,036.00 | 382,121,334.23 | 935,701.77 | 331.851,687.26 | 99.76 86.84
| Continuing Appropriation N
Personnel
Services - - - - - -
MOOE 1,713,575.03 [,708,575.03 5,000.00 1,429,778.18 99.71 83.88
Capital Outlay 3,013,000.00 2,988,000.00 | 25,000.00 2,718,876.79 99.17 90.99
Sub-total 4,726,573.03 4,0696,575.03 | 30,000.00 A, 148,654.97 99.37 88.33
Grand Total 387,783,611.03 | 386,817,909.26 | 965,701.77 | 336,000,342.23 99.75 86.86

The PhilFIDA was able to report a high rate of obligation of 99.75 percent of
the total allotment received, which showed that it was able to maximize the
utilization of its available funds. However, the disbursement rate is only 86.86
percent or $366,000,342.23 of the total obligations of 386,817,909.26.

The Fiber Development Program (FDP) is one of the major programs being
implemented by the Agency. In order to effectively attain its objective and
implement its various activities for FY 2022, the FDP was allocated with total
funds of £211,265,488.58, as shown in the FAR prepared and submitted. Of the
allotment of $211,265,488.58 for FDP, the fund utilization/obligation of
£210,395,581.25 or 99.60 percent and disbursement of £168,856,546.87 or 80.30
percent were in accordance with the purpose of appropriation/allotment as provided
in Section 80, GP of FY 2022 GAA, as follows:

¥ Adopting the Cash Budgeting System Beginning Fiscal Year 2019, and for Other Purposes
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Allotment AP/I\):'I?)I::I:::::’H/ Obligation Ul:;?li:ﬁgzed Disbursement U(i;{ZﬂliOIl De']f:'::]'ts
Klnss (in PhP) ME e

Current Appropriation

Personnel

Services 79,391,000.00 79,391,000.00 - 72,310,048.53 100.00 91.10

MOOE 84,591,000.00 84,591,000.00 . 82,958,172.85 100.00 98.10
 Capital OQutlay 43,000,000.00 42,160,092.67 | 839,907.33 9,835,757.28 98.10 23.40

Sub-total 206,982,000.00 | 206,142,092.67 | 839,907.33 | 165,103,972.66 99.61) 80.10

Continuing Appropriation

Personnel

Services - - - - - -

MOOE 1,270,488.58 1,265,488.58 5,000.00 1,033,697.42 99.60 81.70

Capital Qutlay 3,013.000.00 2,988,000.00 | 25,000.00 2,718,876.79 99.20 91.00

Sub-total ,283,488.58 4,253,488.58 30,000.00 3,752,574.21 99 30 §8.30

Grand Total 211,265,488.58 | 210,395,581.25 | 869,907.33 | 168,856,540.87 99.60 80.30

The Chief Accountant explained that the low disbursement rate of 80.30 percent
under the I'DP was due (o unpaid obligations for the procurement of
machinery/transportation equipment and other structures outlay which were
obligated but still remained undelivered as of year-end with request for extension of
delivery and failure of biddings for the procurement of machinery in CY 2022.

The low cash utilization/disbursement of funds has an cffect on the overall
implementation of the program and in the attainment of its objectives and deprived
the beneficiaries of the possible benefits that can be derived therefrom.

We recommended, and Management agreed, to ensure full utilization of cash
allocated for the implementation of various activities in accordance with the
programs/projects or purposes for which the fund were allocated.

PROGRAM EVALUATION

Lack of Guidelines in the implementation of Fabrication and Distribution of MASKs

10.

The implementing guidelines of the Modified Abaca Stripping Knife (MASKSs),
proof of receipt or acknowledgement forms by the farmer beneficiaries, and
status/ accomplishment report on the distribution of MASKs, amounting to
P24,171,203.60, were not submitted; thus, evaluation of the result of the
Fabrication and Distribution of MASIKSs could not be made.

The current fiber extraction process of the abaca in the country is 92 percent
through manual method. Some of the farmers manually modified their stripping
knife by increasing the distance between the tecth to make the stripping casy and
this will result to the fiber extracted bigger in size or with low-quality output, thus,
the pulp recovery will decrease, resulting in additional cost to the processors.
Hence, the immediate intervention needed is the fabrication, production and
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distribution of MASKs, an induction hardened and tempered steel (45-50HRC)
with 18 serrations per inch, to increase production of high quality abaca fibers.

The PhilFIDA implemented the project “Fabrication and Distribution of MASKs”
to ensure sustainable supply of excellent quality abaca fibers and increased income
of abaca farmers through the increasc in price of their produced. One of the
specific objectives was to fabricate an initial 4,877 sets of MASKSs to be distributed
to farmer-beneficiaries in the nine (9) regional offices (ROs).

The fabrication of the 4,877 sets of MASKs amounted to P24,171,203.60 as
follows:

Date ADA No. JEV No. A(‘i':’;;'t
03708/2022 03-011-2022 2022-03-000493 21,371.203.60
12/27/202] 12-035-2021 2021-12-003254 1,800,000.00
1271372021 12-019-2021 2021-12-0031 13 ,000,000.00

Total _ 24,171,203.60

Records showed that the 4,877 sets of MASKs were delivered by the supplier
directly to the PhilFIDA’s Regional Offices (ROs), to wit:

Delivery Receipt No. Date of .
ROs Date Y szber Receipt Serial Nos. No. of set

1V — Quezon 07/02/2021 571068 07/02/21 | 0001 -0150 150

V — Legazpi City undated 58041 08/02/21 0151 - 1050 900 |
VI - lloilo City undated 57389 07/19/21 1051 - 1300 250

VII - Cebu City undated 57390 07/14/21 1031 - 1377 77

VIII — Tacloban City undated 58042 07/09/21 1378 -2177 800

IX — Pagadian City undated 58410 07/12/21 2178 - 2677 500

X — Cagayan de Oro Cily undated 58044 07/12/21 2678 - 3177 500

XI — Davao City undated 58543 07/12/21 3178 -4177 1,000
X111 — Butuan City undated 58076 07/12/21 4178 - 4877 700 |
Total 4,877

Management informed that the MASKs have been distributed or issued to farmers-
beneficiaries amounting to P24,171,203.60; however, evaluation of the same could
not be made due o non-submission of pertinent documents and information on the
distribution. The details are as lollows:

a) Non-submission of implementing guidelines of MASKs

The implementing guideline serves as guide in the formulation of the terms and
conditions in the implementation of the project. It should include provisions on
the criteria/qualifications of the intended beneficiaries, as well as procedures and
documentary requirements. It is important that specific role and responsibilities
of the intended beneficiaries be stipulated in the guidelines.
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However, no implementing guidelines were submilted as basis in verifying
whether the recipients are qualified or bonalide beneficiaries and if all other
provisions were observed in the distribution of MASKs.

b) Non-submission of proof of receipt of the MASKs or acknowledgement forns

c)

Moreover, it was noted that prool of receipt or acknowledgement forms by the
beneficiaries of the 4,877 MASKs were not submitted and attached to the
various disbursement vouchers (DVs). The prool of receipt or
acknowledgement forms shall be duly signed by the tarmer-benefliciary with
their printed name and signature and complete address indicated therein
acknowledging the receipt of the MASK. Without the complete addresses of the
beneficiaries/recipients it would be difficult to locate the beneficiaries to confirm
if they actually received the MASK.

Despite the verbal request for the submission of prool of receipt, still the same
were not yet submitted as of this report. Thus, the Audit Team was precluded
from issuing confirmation letters whether the said MASKs were distributed (o
the intended beneficiaries in accordance with the purpose of the project.

Non-submission of status/accomplishment report

Furthermore, the Management has submitted accomplishment report for CY
2022, however, there was no mention on the status and accomplishment of the
said project considering the substantial cost of the project of P24,171,203.60,
wherein the {inal payment was made in CY 2022.

Accomplishment/status report is necessary tool to show the result if the ultimate
purpose of the fabrication and distribution of MASK to cnsure sustainable
supply of excellent quality abaca fibers and increased the income of abaca
farmers through the increase in price of their produced has been attained and in
effect has greatly help improved the life of the farmer-beneficiaries.

d) Failure to notify COA of the deliveries within twentyv-four (24) hours from

acceptance as required under COA Circular No. 96-010 dated August 15, 1996
and non-submission of the inspection report by the audit feam.

Section 2 of COA Circular No. 96-010° dated August 15. 1996 provides that:

The agency official responsible for accepting deliveries of procured
items shall, within twentv-four (24) hours from such acceptance,
notify the Auditor of the time and date of the scheduled deliveries
(COA) Circular No. 95-006 dated May 18, 1995). In case of partial

? Guidelines in the Preparation and Submission of Purchase Orders Relative to the Procurement of Supplies
and Equipment
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delivery of any item in the P.C., the copy to be submitied shall
indicate which items have been delivered, and which have not.

Records showed that the MASKs were directly delivered to various ROs. The
Management did not notify the concerned Regional COA Audit Teams of the
deliveries within twenty-four hours from acceplance thereol and request for
inspection together with all the delivery documents were not submitted. Since
they were directly delivered to ROs, the request for inspection from the RO
COA Audit Team should have been made by the Phill'IDA RO Property Officer.

Considering the substantial amount of the MASKs, it is but a must tlat
inspection of the deliveries of the same be conducted by the Audit Team for
validation purposes and to ensure that actual deliveries has been made and
government funds were not put into waste or misused.

The failure to notify of the deliveries within the prescribed period and non-
submission of the request for inspection is contrary to the above regulation and
defeats its purpose for a timely inspection and veracity of the actual deliverizss
and generation of a relevant audit result/s.

We recommended, and Management agreed, to require the official/s
concerned to submit the following:

a. implementing guidelines of MASKSs;

b. proof of receipt of the MASKSs or acknowledgement forms by the farmer-
beneficiaries with their complete name, address and signature; and
p ) ’

¢. status/accomplishment report for cvaluation purposes if the intended
benefits were attained.

Unutilized Abaca Spindle-Deco Fiber Extraction Machine

11.

The Series-type Combined Abaca Spindle-Deco Fiber Extraction Machine
costing P2,500,000.00, delivered on July 25, 2022, remained idle until this
report, and the installation, testing and training of operators were not done,
due to the non-completion of the ATBSP Processing Center where the machine
is supposed to be installed; thus, the purpose of the project was not achieved.

The Abaca Tuxy Buying Special Project (ATBSP) is a priority project of the
PhilFIDA to support the required processing facilities of the abaca farmers. The
project includes construction of three buildings for the bodega, stripping and drying
shed, a small office and trading center. It also provides logistics equipment,
stripping machines, and application software. The initial project was launched in
Caramoran, Catanduanes.
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The project was implemented with a tripartite memorandum of agreement among
the PhlFIDA, cooperative-beneficiary, and the LGU-Caramoran. As stipulated in
the MOA, the LGU shall provide a hectare of land, including clearing, in a strategic
location in the municipality. The Abaca Spindle-Deco Fiber Fxtraction Machine is
to be installed at the ATBSP Processing Center located in Caramoran, Catanduanes.
Management procured a spindle-deco extraction machine costing P2,500,000.00
which was delivered by the supplier on July 25, 2022 without any delay.
Management paid the amount of 1,250,000.00 or 50 percent of the total cost under
ADA No. 11-045-2022 dated November 29, 2022. and was recorded in the books
of accounts as Agricultural and Forestry Equipment under JEV No. 2022-11-
004167 dated November 29, 2023. Only 50 percent payment was made since the
machine was nof yet installed, due to non-complction of the processing plant where
the machine is supposed to be installed. Consequently, installation, testing and in-
house training of personnel who will man the machine were not conducted.

Management justified that prior to the procurement of the machinery, the
procurement of infrastructure for the construction of the ATBSP Processing Center
where the spindle-deco extraction machine is supposed to be installed was already
made. The construction however, was stalled due to frequent and prolonged
occurrences of heavy rains in Caramoran, Catanduanes, which greatly hampered
the conduct of site clearing operations, the responsibility of which is lodged with
the LGU Caramoran.

Review of documents relative to the construction of the ATBSP Processing Center
with Guilland Construction and Trading showed the following:

a. Original contract — construction will be completed within 120 days or by
March 15, 2022

b. Supplemental Contract dated I'eb, 15, 2022 — Extension of 97 days from
March 15, 2022 to June 20, 2022

c. Contract Extension Agreement dated May 10, 2022 — Additional Extension of
90 days from June 20, 2022 to September 18, 2022

Records showed that the Management resorted to negotiated procurement of the
spindle-deco extraction machine since there has been alrcady two-failed public
bidding, as follows:

Particulars Date Remarks

1* bidding Feb. 7. 2022 BAC .lllesovlt.llro‘n.No. OO-I—_20?2 dtd Feb. 7, 2022
declaring first failure ol bidding

2™ bidding Mar. 4, 2022 BAC .[.{esoilll(lil'l()l.l No. Q02'—2(?22 dtd Mar. 4, 2022
declaring 2" failure of bidding

3" bidding Mar, 25,2022 | Negotiated Procurement

Apr. 18,2022 | BAC Resolution No. 003-2022 did Apr. 18, 2022
award of contract

Notice of Award undated Acknowledged by the supplieron May 2, 2022
Supply Contract undated Notarized on May 18, 2022 at Imelda, Zamboanga
Agreement No. N2FB- Sibugay
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Particulars Date . Remarks .
001-2022 )
Notice to Proceed May 19,2022 | Acknowledged by the supplier on May 31, 2022

- 75 calendar days to (abricate, deliver, install
and test the machines as well as to provide
__on-site {esting upon delivery

Review of the minutes of meeting on February 7, 2022, showed that the Head of the
BAC Secretariat raised concern on the letter-request of Guilland Construction and
Trading for the suspension of work schedule on the construction of the ATBSP
Processing Center in Caramoran, Catanduanes. A copy of the said lelter request for
extension was dated November 14, 2021, and supplemental contract dated February
15, 2022 was drawn authorizing the extension from March 15, 2022 to June 20,
2022.

[t can be gleaned from the information that there was already a problem with the
construction of the ATBSP Processing Center as early as November 14, 2021.
Management knew beforehand that various cxtensions were made totalling 187
days for the completion of the construction from March 15, 2022 to September 18,
2022, yet it pushed through with the procurement of the machine even though it
cannot possibly be installed and tested since there was no ATBSP Processing
Center to house the said machine.

It goes to show that Management failed to judiciously plan the procurement, since
it did not consider the concerns/problems encountered in the construction of the
ATBSP Processing Center where the spindle-deco extraction machine was
supposed to be installed. The machine was housed in a certain Barangay sitting
idle, eight months after receipt of delivery, defeating the very purpose of the
project.

It 1s emphasized that proper planning, coordination and synchronization is

crucial/essential in decision-making for the efficient implementation of various

projects to avoid delay and wastage of government resources.

We recommended, and Management agreed, to:

a. judiciously plan any project before implementation to preclude
unnecessary delay in its performance and wastage of government

resource; a nd

b. store properly the idle machinery to ensure that it will still be fully
operationalized upon installation and to prevent deterioration thercof.
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OTHER COMPLIANCE ISSUES
GAD Budget, Utilization and Accomplishments

(2. The agency allocated P26,981,624.00 or seven percent of the total
appropriation of P370,151,000.00 for GAD related activities, in compliance
with Section 34 of the General Provisions, GAA for FY 2022. However, the
submitted GAD Plan and Budget and Accomplishment Report for CY 2022
were not PCW-endorsed contrary to Item 10.2, page 10 of PCW, DBM, NEDA
Joint Circular-2022-01. Moreover, the veracity of the fund wutilization of
$28,025,494.56 reported in the Accomplishment Report could not be validated
duec to absence of financial details and related documents.

Section 34 of the GAA for 'Y 2022 provides that:

All agencies of the government shall formulate a Gender and
Development (GAD) Plan designed to address gender issues within
their concerned sectors or mandate and implement the applicable
provisions under R.A. No. 9710 or the Magna Carta of Women,
Convention on the Elimination of All Forms of Discrimination
Against Women, the Beijing Platform for Action, the Philippine Plan
Jor Gender-Responsive Development (1995-2025) and the Philippine
Development Plan (2017-2022).

The GAD Plan shall be integrated in the regular activities of the
agencies, which shall be at least five percent (5%) of their budgels.
For this purpose, activities currently being underiaken by agencies
which relate to GAD or those that contribute to poverly alleviation,
economic  empowerment  especially  of  marginalized  women,
protection, promotion, and fulfillment of women's human rights, and
practice of gender-responsive governance are considered sufficient
compliance with dais requirement.  Ulilization of GAD hudget shall
be evaluated based on the GAD performance indicators identified by
said agencies.

Item 8.5 of PCW-NEDA-DBM Joint Circular No. 2012-01"" dated January 18,
2012 states that:

“"PCW shall acknowledge in writing receipt of the GPBs within two (2)
working days. It shall then review and inform the agency of its
conmments or action on the GAD plans within fificen (15) working
days. If there are revisions to be made or questions to be answered
about the submissions, the agency shall be given thirty (30) days to
resubmit the GPB. Upon receipt and acceptance of the revised GPBs,

' Guidelines for the Preparation of Annual Gender and Development (GAD) Plans and Budgets and
Accomplishment Reports to Implement the Magna Carla of Women
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PCW shall endorse all revised GPBs and return these to the different
line departments or central agencies for their submission to DBM. ™

[tem 10.2, page 10 of PCW-DBM-NEDA, Joint Memorandum Circular No.
2022-01"" states that:

Agencies shall subumit signed copies of their endorsed GPB and GAD
AR with PCW final remarks (o their respective COA Audit Team five
(working days) upon receipl. An advance copy of the GAD ARs shall
be provided to the COA Audit Team on or before the 10th of January
of the ensuing year. or until further contrary circular is issued, for
post-audit purposes.

The Audit Team was not provided with the PCW-endorsed GAD Plan and Budget
(GPB) for CY 2022, and was informed that the agency submitted a revised GPB to
PCW on June 7, 2022. On July 5, 2022, the PCW returned the revised GPB with
comments and observation for compliance by the agency within 15 calendar days
from the receipt date. However, the agency did not agree with the
comments/observations and sent an email to PCW requesting clarification thereof
and awaiting for the PCW to respond before submitting the revised GPB. As of this
report, the GPB was not approved by PCW.

The agency allocated P26.981.624.00 or seven percent of the total appropriation of
P370,151,000.00 for GAD related activities, in compliance with Section 34 of the
GP, GAA for FY 2022,

The advance copy of the accomplishment report showed a fund utilization of
P28,625,494.56 or 106 percent of the GAD budget of P26.981.624.00, but were not
duly supported with financial details and related documents, thus, evaluation on the
utilization of GAD budget based on GAD performance indicators and compliance
with existing regulations on GAD could not be made.

In the absence of the approved and PCW-endorsed GPB and Accomplishment
Report, the outputs/accomplishments on planned activities could not be assessed
and there was no assurance that the GAD activities and expenses were in
accordance with the priority agenda for women’s empowerment and gender
equality.

This is a reiteration of prior ycar’s observation.

"' Revised Guidelines for the Preparation of Annual Gender and Development Plans and Budgets and GAD
Accomplishment Reports to Implement the Magna Carta of Women
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We recommended, and Management agreed, (o:

a. require the GAD focal person to strictly adhere to [tem V of COA Circular
No. 2014-001 dated March 18, 2014 on the timely submission of the PCW-
endorsed GPB and Accomplishment Report; and

b. prepare and submit a complete/detailed GAD accomplishment report duly
supported with financial details for evaluation and verification of the
correctness of the actual utilization.

Formulation and implementation of programs/activities for SCPD

13.

The agency did not submit plans, programs and projects and accomplishment
reports intended to address the concerns of Senior Citizens (SCs) and Persons
with Disability (PWD) contrary to Sce. 35 of the GP of the GAA for FY 2022.

Sec. 35 of the General Provisions. General Appropriations Act for I'Y 2022
provides that:

All agencies of the government shall formulate plans. programs and
projects intended to address the concerns of semior citizens and
persons with disability, insofar as it relates to their mandated
Junctions, and integrate the same in their regular activities. X x x.

Further, Batas Pambansa Bilang 344 and R.A. 7277, as amended, was enacted for
PWD in order to promote the rights of disables persons and provide equal
opportunities available to other citizens. It is an act requiring certain buildings,
institutions, establishments and public utilities to install facilities and other devices
for easy mobility of PWDs.

For CY 2022, the agency did not submit plans, programs and projects and
accomplishment reports relative to SC and PWD. Hence, compliance of the agency
with the requirement under Sec. 35 of the GP, GAA could not be validated.

Moreover, the failure to submit the said plans, programs, projects and
accomplishment reports precluded the Audit Team from evaluating and validating
as to whether the agency was able to undertake activities, programs and projects to
fully address the issues and concerns beneficial to the SC and PWD.

We recommended, and Management agreed, to require the focal person to
prepare and submit the plans, programs and projects and accomplishment
reports intended to address the concerns of SC and PWD and strictly follow
the provisions of GAA relative thereto.
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Compliance with GSIS Law

4. The GSIS personal share and loan payments of employees amounting to
P25,637,557.03 were deducted properly and remitled without delay. in accordance
with RA No. 8291, the GSIS Act of 1997. Likewise, the employer’s share
amounting to P106.553.306.51 was remitted without delay.

Compliance with PhilHealth Law

15.  The agency deducted and remitted intact the Philllealth personal contributions of
employees for the year amounting to P2.441.635.19 in accordance with R.A. No.
7875, as amended by R.A. No. 9241 (National Health Insurance Act of 1995),
Likewise, the government’s share of P2,216,433.80 was remitted without delay.

Compliance with Pag-IBIG Law

16.  The agency deducted and remitted intact the Pag-ibig personal contributions and
loan amortizations of employees for the year amounting to £2,955,094.60 in
accordance with RA No. 9679 (Home Development Mutual Fund Law of 2009).
Likewise, the government’s share of P354,600.00 was remitted without delay.

Compliance with Tax Law

17. The taxes on gross compensation income from officials and employees and
government purchases and contract of services [rom suppliers/contractors
amounting to P17,804,821.77 and P17,793.930.04, respectively, were properly
withheld and remitted without delay, in accordance with Revenue Regulation No.
11-2018'? dated January 31, 2018. The balance of P13,989.30 was refunded in
March 2023.

Hiring of and payments to job orders, contractual and consultants

18.  The agency hired 208 individuals covered with Contract of Service (COS) or Job
Order (JO) as of December 31. 2022 on a semestral basis, in accordance with CSC
COA DBM Joint Circular No. 1" dated June 15, 2017, as updated by CSC COA
DBM Joint Circular No. 2, s 2020'. dated October 20, 2020. to augment thz
regular plantilla employees of 286, due o lack of manpower. Their salaries were
charged against Maintenance and Other Operating Expenses (MOOE) in the total

"2 linplementing pertinent provisions of Republic Act No. 9504, “An Act amending Sections 22, 24, 34, 35.
50 and 79 of RA No. 8424, as amended, otherwise known as the ‘National Internal Revenue Code” relative
to the withholding of income tax on compensation and other concers

* Rules and Regulations Governing Contract of Service and Job Order Workers in the Government

" Updated Rules and Regulations Governing Contract of Service (COS) and Job Order (JO) Workers in the
Government
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amount of P25,249,838.10, as authorized under DBM Circular Letter (CL) No.
2013-5"" dated Tuly 22, 2013.

Receipt and utilization and implementation of FAPs and ODA Funded Projects

19. The agency did not receive and disburse funds for the implementation of Foreign-
Assisted Projects (FAPs) and Official Development Assistance (ODA) Funded
Projects.

Receipt and utilization of Disaster Related Fund/NTF-LLLCAC

20.  The agency did not receive and disburse funds for the Disaster Risk Reduction
Management (DRRM) Fund and/or Quick Response Fund (QRF) and National
Task Force - End Local Communist Armed Conflict (NTF-ELCAC).

Aundit suspensions, disallowances and charges

21. The total audit suspensions, disallowances and charges found in the audit of various

transactions as of December 31, 2022 based on the NS/ND/Notice of Charge
(NC)/NSSDC issued by this Commission, is summarized as follows:

Amount (in P)
Beginning Issued this period :
e alance
Particulars Balance January 1 to December 31, Biding Balanes
; (As of
(s 0X ‘ Ve 12/31/2022)
‘ 12/31/2021) NS/ND/NC NSSDC '

NS 170,878,333.70 | 272,160,622.87 | 315,253,177.73 127,785,778.84

ND 28,069,380.59 473,850.54* 2,427,560.74 20,115,670.39

NC - - - -

Total 198,947,714.29 | 272,634,473.41 | 317,680,738.47 153,901,449.23

*Adjustment

The details of the unsettled suspension was shown below:

BN Date Particulars/Nature A'."m!"t Status

No. (inP)
NS#22-007- | 12/9/20 | Non-submission of LRs together [27,785,778.84
101 22) 22 with its supporting documents for
the period of June to October
2022 1

Total 272,160,622.87

*® Giuidelines On The Filling Of Positions And The Hiring Of Personnel For Agencies Whose
Rationalization Plan (RP) Is Yet To Be Approved By The Department Of Budget And Management

(DBM), Those Whose Plan Was Withdrawn, Returned Without Action Or Not Submitted Within The
Deadline, And Those With Approved Plan
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During the year, there was no notice of disallowance issued and settlement of
P2.427,560.74 or 8.5 percent has been made on the prior years” disallowances of
P28,543,231.13, leaving a total unsettled disallowances of P26.115,670.39.

We recommended, and Management agreed, to:

a. enforce the scttlement of the audit suspension and disallowance in
accordance with Section 7 of the 2009 RRSA;

b. in case the persons liable opt to settle the disallowance through
installments, request for authority from the COA, pursuant to COA
Resolution No. 2017-021 dated November 3,2017; and

c. comply with laws, rules and regulations to avoid audit suspension and

disallowance.
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PART III - STATUS OF IMPLEMENTATION OF PRIOR YEARS’ AUDIT
RECOMMENDATIONS

Of the 41 audit recommendations in previous yecars, 27 were implemented, 14 were not
implemented and 14 were reiterated. Details arec shown below:

Audit Observations and
Recommendations

Reference

Action Taken by
Management

Auditor’s

Validation Results

CY 2021

1.

Various accounting
errors/omissions amounting
to 16,652,750.70 misstated
the affected accounts in the
financial statements and
exceeded the materiality
level of P5,347,455.59. On
the other hand, accounting
deficiencies on 37 accounts
with an aggregate amount
of P276,621,491.76 were
also noted.

a) Unrecorded delivery ol
application software
from PS-DBM —
$2.550,697.21

b) Non-derecognition of
disposed  unserviceable
PPE reported in IIRUP —
$4,102,053.49

¢) Non-maintenance of
Supplies Ledger Cards
(SLCs) - P14,272.876.18

d) Non-maintenance of PPE
Ledger Cards (PPELC) -
P262,348,615.58

We recommended, and
Management agreed, {o
require the Chief
Accountant to:

CY 2021
AAR
p.
40-43
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Audit Observations and

Reference

Action Taken by

Auditor’s

Recommendations Management | Validation Results
a) effect the necessary a) Delivery of | Implemented

adjustments on  the application

errors/omissions; software were | JEV #2022-02-

b) prepare and maintain
SLCs for each type of
supplies  where  all
receipts and issuances
shall be recorded
promptly o facilitate
reconciliation; and

c) prepare and maintain
PPELCs for each type of
PPE where all receipts
and issuances shall be
recorded promptly to
facilitate  reconciliation
thereof and take up the
reconciling items in the
books, if any.

taken up under
JEVH 2022-02-
000214 dated
February 28, 2022.

Disposal of

unserviceable PPE
was tlaken under
JEV# 2022-07-
002198 dated July
14, 2022.

b) Management  will
comply with the
audit
recommendation.

¢) Management  will
comply with the
audit
recommendation.

000214 did eb. 28,
2022 validated

JEV #2022-07-
002198 dtd Jul. 14,
2022 validated

Implemented

SLCs are maintained
ine-NGAS

Implemented

PPELCs are
maintained in  e-
NGAS

Various accounting reporls
were not submitted within
the required period; thus,
affecting the timely
verification and
communication of audit
results to Management,
which could have served as
an aid in  management

CY 2021
AAR

P
43-44
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Audit Observations and

Reference

Action Talen by

Auditor’s

Recommendations Management Validation Results
decisions and inputs in
enhancing financial
accountability.
We recommended, and A deadline tracker has | Not Implemented
Management agreed, to been devised and is
instruct the Chief presently utilized to | Liquidation Repor:s
Accountant to devise a monitor the | (LRs) for the months
strategy for the timely submission of various | of Oct-Nov remained

submission of all financial
reports within the
prescribed timelines.

accounting reports.

unsubmitted.

AOM and NS were
issuecd on the non-
submission of LLRs.

Reiterated in
Observation No. 3 of
this report.

The agency’s appropriation/
allotment for CY 2021 of
P471,699,979.57, the
agency registered a high
utilization rate of 97.91
percent or P461,839,189.55
while P377,250,830.53 or
81.68 percent only was
disbursed until December
31, 2021. While the
agency’s total cash
allocation of
P427,492,473.00 received
during the year was 99.99
percent utilized, the balance
of P43,412.27 was reverted
to the National Treasury.
Also, of the agency’s total
appropriation/allotment, 61
percent or £284,237,021.57
was appropriated for Fiber
Development Program, of
which fund
utilization/obligation

CY 2021
AAR
p.
45-47
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Audit Observations and Referiites Action Taken by Auditor’s
Recommendations Management Validation Results
amounted to
P275,891,930.85 or 97.06
percent while the
disbursement  rate  was
posted at 76.96 percent or
P212.323,724.73.
We recommended, and
Management agreed, (o:
a) instruct  the  Budget a) Requested fund | Implemented
Officer to request funds (NCA) for the
for the settlement of settlement of prior | NCA was released
prior year’s payables and years’ payables | for the payment of
coordinate  with  the was alreacly | prior yeats’
DBM for the timely released in the first | payables.
release of NCA; and quarter of 2022 and
prior years
payables were duly
settled.
b) ensure full utilization of b) Fund utilization is | Not Implemented
cash allocated for the strictly  monitored
implementation of on a daily basis to | For CY 2022, the
various  aclivilies  in ensurc that funds | disbursement rale
accordance  with the are properly and | was posted at 86.86
programs/projects or fully utilized as | percent.
purposes for which the programmed
fund was intended. Reiterated in
Observation No. 9 of
this report.
Unnecessary trust fund for | CY 2021
performance bonds posted AAR
by various suppliers D
amounting to P259,219.53 47-48
which remained dormant
since CY 2017 were not
reverted to the National
Treasury
We reiterated our previous Management will | Not Implemented
recommendation, and immediately comply
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Audit Observations and Action Taken by Auditor’s
. Reference ? S

Recommendations Management Validation Results

Management  agreed, to with the | The balance

immediately remit  all the recommendation. remained unremitted

performance bonds posted Said amount will be | as of to date.

by wvarious suppliers with remitted to the

the  National  Treasury National Treasury. Reiterated n

pursuant to Section 7 of the Observation No. 4 of

GP of GAA 2021. this report.

Cash advances for official | CY 2021

local and foreign {travels AAR

and special purpose/time- p.

bound undertakings 49-50

amounting to P137,606.91

or three percent of the cash

advances granted during the

year amounting to

P4,263,666.45 were not

liquidated. Also, there were

still  unliquidated  cash

advances in prior years

amounting to P821,202.58

or 81.26 percent of prior

year’s balance of

P1.010,661.83.

We  recommended, and

Management agreed, to:

a) adhere strictly to the a) Management  will | Implemented
rules and regulations on comply with the
the grant, utilization and audit Rules and
liquidation  of  cash recommendation. regulations on  the
advances pursuant lo grant, utilization and
COA Circular No. 97- liquidation of cash
002; advances are being

implemented.

b) send demand letter to b) Management have | Not Implemented
retired/inactive sent demand letters
accountable officers with lo some inactive | No request for
outstanding cash employees authority for write-
advances; if found futile, concerned. off was submitted.
request for authority to
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