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Executive Summary 
  

A. Introduction 

 

Benguet State University (BSU) started as a Farm School in 1916. BSU pioneered 

in establishing Secondary and Agricultural Education among the Indigenous Peoples in 

the Provinces under the former Mountain Province (now, the Cordillera Administrative 

Region).  BSU was one of the first pioneers in implementing the needed reforestation in 

Baguio and nearby areas.  It became the Mountain State Agricultural College in 1969 and 

Benguet State University in 1986 thru Presidential Decree (PD) No. 2010. 

 

As mandated under PD No. 2010, the University shall provide graduate and 

undergraduate courses in the arts, sciences, humanities, and professional fields in 

agriculture, natural sciences, technology, and other technical and professional courses as 

the Board of Regents may determine and deem proper. It shall promote research, 

extension, agribusiness, and advanced studies and progressive leadership in various 

specializations. 

 

Pursuant to CMO No. 27, s.2000, Buguias-Loo Polytechnic College was integrated 

as BSU-Buguias Satellite Campus in May 2001; while Bokod School of Arts and Trades 

was incorporated as BSU-Bokod Satellite Campus in January 2002. 

 

BSU offers a total of 34 baccalaureate degrees: 25 at the La Trinidad campus, four 

at the Bokod campus, and five at the Buguias campus.  For advanced education, 37 

master’s and 7 doctorate degrees are offered by eight colleges and three institutes.  Eight 

Master’s degree programs are offered at the Open University. 

 

Pursuant to COA Resolution No. 2011-009 dated October 20, 2011, the integrated 

results and risk based audit methodology has been adopted in the audit of the accounts and 

operations of the University for the period ended December 31, 2019. 

 

The audit aimed to verify the level of assurance that may be placed on 

management’s assertions on the financial statements, ascertain compliance with rules and 

regulations, and determine whether financial resources were managed economically and 

efficiently.  

 

B. Financial Highlights 

 

Following are the summary of the Statements of Financial Position and Financial 

Performance as of December 31, 2019, with comparative figures for calendar year 2018: 

 

Accounts 
Calendar Year Increase (Decrease) 

2019 2018 Amount Percent 

Assets P 7,224,614,907.06  P 7,003,252,936.18 P 221,361,970.88   3.16% 

Liabilities 205,456,076.55 192,841,935.48 12,614,141.07 6.54% 

Equity 7,019,122,830.51 6,810,411,000.70 208,711,829.81 3.06% 
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Accounts 
Calendar Year Increase (Decrease) 

2019 2018 Amount Percent 

Gross Income 760,248,755.26 803,602,485.53 (43,353,730.27) (5.39%) 

Expenses 738,733,205.32 695,748,539.91 42,984,665.41 6.18% 

Net Income 21,515,549.94 107,853,955.62 (86,338,405.68) (80.05%) 

 

Allotments and obligations during the calendar year 2019, as compared to the 

previous year are summarized as follows: 

 

Accounts 
Calendar Year Increase (Decrease) 

2019 2018 Amount Percent 

Allotments P 590,282,000.00   P 576,754,635.00  P 13,527,365.00 2.35% 

Obligations 547,680,252.78 575,650,580.00 (27,970,327.22) (4.86%) 

 

C. Opinion of the Auditor on the fairness of presentation of the Financial Statements  

 

We rendered a qualified opinion on the fairness of the presentation of the financial 

statements of Benguet State University, for the year ended December 31 2019, due to the 

following: 

 

1. The accuracy of the Property, Plant and Equipment (PPE) and Inventory 

accounts balances with a net book value of ₱6,736,286,299.76 and 

₱34,789,244.33, respectively, cannot be established with certainty due to non-

conduct of inventory; hence, doubtful or unreliable. 

 

2. Disposed and unserviceable PPE worth ₱8.02 million and ₱12.55 million, 

respectively, were still carried in the books resulting in the overstatement of 

the University’s assets by a total amount of ₱20.07 million at year end hence, 

balances of affected accounts are unreliable as presented in the financial 

statements at year end. 

 

3. The Biological Assets account balance of ₱4,043,330.40 as of year-end is 

erroneous due to various deficiencies thus, casting doubt on the University’s 

capability not only to fully safeguard its assets but also to ensure veracity of 

the balances of affected accounts as presented in its financial statements for the 

period. 

 

4. The Due to NGAs account is overstated by ₱87,695.72 due to erroneous 

recording of deposit resulting in the unreliability of the balance of said 

account. Also, unused balance on 48 completed projects in the aggregate 

amount of ₱14,881,592.79 was not returned to the Source Agencies (SAs) 

contrary to COA Circular No. 94-013. 

 

5. Prior year’s overtime and overload pays of University officials amounting to 

₱734,301.96 were charged to 2019 appropriations due to failure of the Budget 



iii 

 

Office to obligate the amount in 2018 resulting in the overstatement of 

expenses and consequently, understatement of income for the current year. 

 

D. Summary of Observations and Recommendations 

 

Other than the bases for qualifying our opinion on the financial statements, the 

following are some of the significant observations and recommendations:  

  

1. Numerous property and equipment are not fully safeguarded due to inadequate 

internal control adopted or lapses in the management of PPE to the 

disadvantage of the government. 

 

We recommended that management strengthen its internal control on PPE and 

require the designated Supply and Property Management Officer to: 

 

a. renew PARs issued to employees that have already expired beyond the 

renewal period and at least every three years or every time there is a 

change in accountability or custodianship of the property to keep track of 

their existence, whereabouts and condition such that in case of loss or 

misuse proper action could be made to pinpoint responsibility/liability; and 

 

b. tag or label property and equipment owned by the University for easy 

identification thus facilitating conduct of inventory taking. 

 

2. Equipment units worth ₱40,195,457.88 acquired in 2017-2018 for research 

activities remained unutilized/idle due to defects attributed to the completion 

of the Research and Extension (RE) building resulting in inefficient use of 

government funds. 

 

We recommended that the University Management: 

 

a. Secure building permit of the RE building; 

 

b. Exert utmost effort to remedy the installation of appropriate electrical 

wirings at the RE building to utilize all equipment for their intended 

purpose; 

 

c. Expedite the implementation of remedial measures on the numerous 

defects observed at the laboratory rooms to ensure protection of equipment 

thereat;  

 

d. Ensure that proposed site is properly built and secured prior to purchase of 

equipment to mitigate hazard or security risks; and 

 

e. Require the Planning and Design Office to determine carefully all the 

personnel that should be involved in project planning/designing to warrant 
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a successful project or at least minimize unnecessary expenses incurred as 

a result of poor planning. 

 

3. The Institute of Human Kinetics (IHK) Building- Phase II and the newly built 

BSU College Dormitory with contract costs of ₱34.18 million and ₱12.87 

million, respectively, remain unutilized due to failure of management to 

regularly monitor the status of its facilities; resulting in lost income and 

inefficient use of government resources. 

 

We recommended that the University Management: 

 

a. Require the officials concerned to use the allocated budget for the purchase 

of furnitures of the Dorm and to fast track the procurement thereof; 

 

b. Require the Project Development Office (PDO) to explain in writing why it 

failed to secure the necessary building permit, a requirement in the 

processing of application for utility services; and  

 

c. Require the PDO to submit regular updates on the status of completed 

projects to enable management act on problems immediately should there 

be any.  

 

4. The results of operations of two (2) Income Generating Projects (IGP) of the 

University for CY 2019 were poor with one IGP incurring a net loss of 

₱163,212.25 and the other earning a minimal income of ₱16,883.80; thus, the 

objective of income generation was not fully attained. 

 

We recommended that Management strive to improve the operations of the 

Marketing Center by paying attention to all complaints, determining the root 

cause of low performance and giving solutions thereto. 

 

We further recommended that the University Business Affairs (UBA) 

Management revisit the IGP Manual for guidance in the conduct of their 

businesses. 

 

5. Accounts receivables from various clients of the IGPs of the University in the 

aggregate amount of ₱20,026,595.63 remained uncollected as of December 31, 

2019; thereby, depriving the IGPs of additional revolving funds for their 

operations. 

 

We recommended that Management intensify its collection efforts on the 

outstanding accounts receivables of ₱12,859,596.23 by any means necessary 

such as salary deductions, issuance of demand letters and/or legal remedies, if 

warranted. 
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We further recommended that UBA Officials and IGP Managers to strictly 

follow the guidelines and procedures set in the IGP Manual on the grant of 

credit sales. 

 

6. Slackness of the UBA to enforce strictly the terms and conditions on issued 

permits to use and occupy/lease contracts resulted in the accumulation of 

uncollected rental fees totaling ₱11,446,800.75 at the end of the year; thus, 

lined-up projects intended for funding from such fees may not be possibly 

prosecuted or delayed. 

 

We recommended that Management: 

 

a. Compel the UBA officials to intensify its collection efforts of long 

outstanding/past due lease receivables, otherwise, parties involved in the 

contracts will be held liable under Section 3 (e) and (g) of Republic Act 

(RA) 3019 or the Anti-Graft and Corrupt Practices Act; 

 

b. Require the UBA to coordinate with the BSU Legal Office in order to 

expedite the processing of cases brought against erring lessees and to 

facilitate assistance in the issuance of collection suits; 

 

c. Direct the UBA Director to implement strictly the essential provisions of 

the Permit to Use & Occupy/Lease Contract on erring lessees such as 

advance deposit, imposition of surcharges, interest and penalties and 

automatic termination of permits/contracts for failure to pay two (2) 

consecutive months rental; 

 

d. Renew permits/contracts on time to ensure that the same are perfected and 

available during the first month of the year or earlier in order for the 

University to generate income as early as the first month of every year; and 

 

e. Exert utmost effort to locate the copies of permits/contracts to support the 

recorded prior years’ receivables of ₱889,522.77 and furnish the audit team 

said documents for validation purposes. 

 

7. Control measures to safeguard receipts and custody of proceeds from sale of 

poultry products are inadequate due to a) absence of fidelity bond of the 

Project Manager; b) performance of collecting functions by job order farm 

workers; c) delayed or non-issuance of official receipts (ORs) upon sale; d) 

absence of safety vaults; and e) unsecured gate and vicinity; thus, exposing 

collections to the risk of misappropriation or loss through theft or robbery. 

 

We recommended that Management thru the UBA Director to: 

 

a. Designate immediately an OIC PM until the return of the former PM, 

properly bonded in accordance with Treasury Circular N0.02-2009; 
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b. Secure a fidelity bond for the Cash Custodian /Collecting Officer.  In as 

much as the CC only reports during weekdays, consider assigning other 

bonded personnel to act as CO to take charge of receipting sales on 

weekends instead of the JO farm workers; 

 

c. Direct the CO to immediately issue an OR/sales invoice in 

acknowledgement of every payment received from sale of poultry products 

pursuant to Section 68 (1) of P.D. 1445; 

 

d. Provide a safety vault instead of a cashbox at the poultry farm considering 

the high amounts of collections during weekdays and weekends hence, 

safeguarding income from possible loss or theft; and 

 

e. Assign security guard/s possibly on a shift basis to man the gate and the 

farm surroundings. 

 

8. Collections were not deposited intact daily with delays ranging from one (1) to 

four (4) days resulting in unnecessary build-up of cash in the possession of the 

Cash Custodian thus, exposing public funds to possible misuse or loss thru 

theft. 

 

We recommended that Management thru the UBA Director to:   

 

a. Facilitate the bonding of the acting Cash Custodian (CC) in accordance 

with Treasury Circular N0.02-2009; 

 

b. Require the CC to strictly deposit all his collections intact and daily 

considering that the AGDB is just within the University compound and the 

amount of daily collections is usually ₱10,000 or more to avoid 

irregularities in the handling of public funds; and 

 

c. Require the acting CC to observe cut-off time and see to it that all 

collections for the day are deposited intact on the same day before closing 

of banking hours to prevent accumulation of collections and for 

safekeeping purposes. 

 

9. Non-segregation of functions of personnel in the operation of the Poultry Farm 

Project, thus, the absence of checks and balances system which may result in 

manipulation of records. 

 

We recommended that Management thru the UBA Director to: 

 

a. Coordinate with the IAS and the PM and conduct immediately a review 

and evaluation of the existing internal control policies and guidelines  
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currently adopted at the Poultry Farm Project to improve and enhance weak 

areas of its operation and management; 

 

b. Require the IAS to conduct random or spot inspection, as often as needed, 

to test or ensure that actual production and disposal of poultry products are 

properly accounted and reported in the books of the University; and 

 

c. Direct the PM to enforce strictly the “Farm Site Sale” guidelines in the 

disposal of goods. 

 

10. Fees collected from the various operating activities of the Benguet Agro-Pinoy 

Trading Center (BAPTC) were not deposited intact resulting in the 

accumulation of collections in the hands of the collecting officers (CO) thereby 

exposing the same to possible misuse and abuse. 

 

We recommended that management: 

 

a. require the designated COO and her COs to religiously deposit their 

collections intact on the next banking day as required by pertinent 

provisions of law; and  

 

b. instruct the Internal Audit Section to assess the effectiveness of established 

internal controls regarding the collections and deposits of cash receipts of 

BAPTC, and to recommend specific internal control measures on how to 

improve the existing operational practice of BAPTC specifically on its cash 

management to deter possible misuse or defalcation of public funds. 

 

11. The BAPTC Chief Operation Officer as AO did not exercise due care and 

diligence in the custody of funds; resulting in the shortage of ₱1,703.00 and the 

loss of accountable forms with and without money value. Also, the Reports of 

Accountability for Accountable Forms (RAAF) were not prepared hence, 

actual balances of unused accountable forms could not be readily determined. 

 

We recommended that management: 

 

a. relieve the COO from her duties as AO in accordance with Chapter IV of 

the Cash Examination Manual; 

 

b. designate an AO duly bonded to handle the funds of the BAPTC;  

 

c. require the designated AO to submit regularly the monthly Report of 

Accountability for Accountable Forms (RAAFs) based on the prescribed 

form under the GAM for monitoring purposes; 

 

d. require the AO to include the missing accountable forms in the RAAF as 

issued in the month these were paid their equivalent money value; and 
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e. exert utmost effort to locate the missing OR, else, circularize the loss of the 

accountable form within the University in order to avoid possible use 

thereof. 

 

12. No cashbook or Cash Receipts Record (CRR) and Cash Receipts Journal 

(CRJ) are being maintained by the BAPTC’s Accounting Unit and COs, 

respectively, thus, transactions for the day were not immediately recorded and 

accountability not regularly monitored. 

 

We recommended that management: 

 

a. require the designated COO, being the overall accountable person of 

BAPTC, and the Accountant to maintain a cash book or Cash Receipts 

Record and Cash Receipts Journal, respectively, to readily determine cash 

balances and cash accountability at any given time; and 

 

b. instruct the Internal Audit Services to conduct regular monitoring on the 

strict compliance of BAPTC regarding its reporting requirements for 

submission to the Accounting Section - BSU, copy furnish the Audit Team. 

 

13. The occupancy of five (5) stalls/spaces at the BAPTC in the absence of 

contract of lease or memorandum of agreement (MOA) is unauthorized; thus, 

exposing the government to the risk of non-protection of its interest. 

 

We recommended that the: 

 

a. BAPTC management strengthen the administration of its lease operations 

and strictly enforce lease contract/MOA execution and its timely renewal 

to ensure that the interest of the government is secured;  

 

b. Chief Operations Officer (COO) of BAPTC in coordination with the Head, 

Assets and Amenities Management Division to render final notice of 

compliance to concerned tenants;  

 

c. BAPTC seek the assistance of the University Legal Office for 

uncooperative tenants for possible referral of the issue to the Office of the 

Solicitor General; and  

 

d. BAPTC thru the Project Steering Board (PSB) exercise its vested power 

and authority to implement strictly the terms and conditions specified in 

any MOA or lease contracts entered into with tenants without any prejudice 

to the latter. Non-compliance thereof shall cause immediate eviction of 

erring tenants. 
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14. Uncollected rental fees of approximately ₱3.1 million as of August 31, 2019, 

exclusive of surcharges and penalties, from five (5) tenants deprived the 

BAPTC of added funds to finance its programs and projects. 

 

We recommended that BAPTC management conducts final negotiation with 

concerned tenants and demand settlement of unpaid rentals. 

 

We also recommended the issuance of a Notice to Vacate to delinquent tenants 

and referral of the matter to the OSG thru the assistance of the University 

Legal Office, if necessary. 

 

15. Documents to support the Financial Liquidation Reports/Financial Status 

Reports of various projects submitted for verification were either incomplete or 

lacking, contrary to COA Circular No. 2012-001, thus propriety of project 

transactions cannot be readily determined. Consequently, it may result in 

possible suspension or disallowance in audit. 

 

We recommended that Management require the Project Leaders and the 

Accountant to ensure that Financial Reports covering the 

disbursements/liquidation of fund transfers are duly supported with the 

complete documentary requirements provided under COA Circular 2012-001 

to preclude possible suspension or disallowance in audit. 

 

16. Account titles for expenditure items in the Work and Financial Plan (WFP) 

/Internal Operating Budgets (IOB)/Line Item Budgets (LIB) of projects funded 

by various agencies were not in accordance with the Revised Chart of 

Accounts resulting in erroneous expense accounts used in the project 

transactions. 

 

We recommended that Management instruct the Project Leaders to ensure that 

account titles for expense accounts in the preparation of WFP, IOB, or LIB of 

the proposed project be compliant with the COA prescribed RCA before 

submission to the funding agency for approval and likewise to facilitate audit 

of the same. 

 

17. The Approved Budget for the Contract (ABC) amounting to ₱14,995,081.68 

and Contract Cost of ₱14,439,994.12, of the completed infrastructure project 

“Construction/ Rehabilitation of the 3-Storey Academic Laboratory Building” 

were above the COA Evaluated Cost by ₱1,264,799.13 and ₱709,711.57, 

respectively, thus, resulting in excessive expenditure of government funds. 

 

We recommended that: 

 

a. Management submit an explanations/justifications on the excessive 

contract cost, otherwise, require refund from those personnel involved in 

the preparation, review and approval of ABC; and 
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b. Henceforth, the University programmers/estimators prepare project cost 

estimates based on industry standards, approved standard cost factors or 

adopt existing DPWH department orders to deter excessive/unreasonable 

expenses, provide equitable basis of bid offers and allow the agency the 

widest latitude of obtaining the lowest calculated responsive bid that would 

benefit the government and to avoid disallowances. 

 

18. Fund utilization of the University from its four (4) sources for CY 2019 

resulted in a high rate of utilization on one (1) fund source, while considerably 

low on the other three (3) sources, thereby, the benefits to be derived from the 

implementation of PPAs for which the funds were appropriated were not fully 

attained. 

 

We commended management for the high rate of fund utilization on its 

appropriations/allotments under the Regular Agency Fund. Similarly, we 

enjoined management to continue maximizing its cash allocations by preparing 

realistic Monthly Cash Disbursement Program. 

 

Henceforth, we recommended that management optimize budget utilization on 

the other three (3) sources of funds thru timely execution of planned PPAs and 

by simplifying internal processes in the disbursement of funds in accordance 

with pertinent rules and regulations to accelerate spending. 

 

19. GAD targets were mostly met if not surpassed as planned thus enabling clients 

and personnel to have better understanding and appreciation of GAD issues 

and GAD-related laws and commitments of the University. 

 

We lauded management for successfully attaining and exceeding most of its 

targeted GAD activities for the year which contributed to the government’s 

commitment to pursue women’s empowerment and gender equality. 

 

20. Audit suspensions, disallowances and charges amounting to 6.7 million, ₱59.9 

million, and ₱.81 million, respectively, remained unsettled as of end of the 

calendar year. 

 

We recommended and Management agreed to continue the enforcement of the 

settlement of suspensions, disallowances and charges. 
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E. Summary of suspensions, disallowances and charges issued relative to the audit of 

transactions during the CY 2019 

 

As of December 31, 2019, the following is a summary of the total amounts of audit 

suspensions, disallowances and charges which have been issued: 

 
 

Nature 

 

Balance as of 

December 31, 2018 

January 1 to December 31, 2019 
Balance as of 

December 31, 2019 Issuance Settlement 

Notice of Suspension ₱ 1,688,490.89 ₱10,838,750.12   ₱5,821,523.62  ₱ 6,705,717.39   

Notice of Disallowance 53,062,522.57  7,763,342.97   919,043.98  59,906,821.56 

Notice of Charge 863,099.00            -      20,000.00  819,099.00 

TOTAL ₱55,614,112.46 ₱18,602,093.09  ₱6,760,567.60  ₱67,431,637.95  

 

 

F. Status of Implementation of Prior Years’ Audit Recommendations 

 

We made a follow-up on the actions taken by the BSU on the implementation of 

the recommendations of prior years and noted in the succeeding table: 

 

Status of Implementation No. of Recommendation 

Fully Implemented 21 

Partially Implemented 40 

Not Implemented 44 

TOTAL 105 

 


