[bookmark: _GoBack]PART II – OBSERVATIONS AND RECOMMENDATIONS


A. FINANCIAL AND COMPLIANCE

1. An asset account with a negative balance of P 100,425.06 and various liability accounts with debit balances aggregating P14,518,939.37 cannot be readily verified due to non-maintenance of Subsidiary Ledgers; thus, rendering the Statement of Financial Position unreliable.

1.1. Appendix 5 of the Government Accounting Manual (GAM) for National Government Agencies (NGAs), Volume II, provides, among others that, “The general ledger summarizes all transactions recorded in the GJ and special journal (e.g. CRJ, CDJ, CkDJ, etc.) xxx and (D) Controlling accounts in the GL shall be supported by details in the SLs.”

1.2. Likewise, appendix 6 of said GAM provides that, “(A) The SL shows the detail for each control account in the GL xxx and (C) … The totals of the SL balances shall be reconciled with the corresponding GL controlling account.

1.3. Assets and liability accounts are normally presented in the financial statements as debits and credits, respectively.  However, verification of accounts as of year-end disclosed that various accounts have abnormal/negative balances which could not be readily verified due to the absence of subsidiary ledgers.  Accounts with abnormal balances are detailed as follows:

	Account Names
	Debit Balances

	Advances for Operating Expenses
	(P  100,425.06)

	          
	

	Due to GSIS – Life and Retirement Premium
	1,254,055.68

	Due to Pag-IBIG - Premium
	545,982.94

	Due to Pag-IBIG – Housing Loan
	22,500.00

	Due to Philhealth
	29,888.66

	Due to NGAs - CIBAC
	54,000.00

	Due to NGAs - CHED
	9,831,009.82

	Due to NGAs - DENR
	80,957.51

	Due to NGAs - DOLE
	651,141.77

	Due to NGAs - NAFES
	278,748.00

	Due to NGAs - WCK
	280,115.00

	Due to NGAs - PHILRICE
	707,638.28

	Due to NGAs - DILG
	34,601.75

	Due to NGAs - ACEF
	285,860.00

	Due to NGAs – Open Heart Foundation
	18,030.00

	Due to NGAs - Others
	409,631.54

	Other Payables - IGP
	6,944.50

	Other Payables - LBP
	3,549.97

	Other Payables - SAFE
	1,980.00

	Other Payables - STF
	15,493.00

	Other Payables – ASAT FEMCO
	6,810.95

	 Total Liability accounts with debit balances
	P 14,518,939.37



1.4. The existence of abnormal/negative account balances indicates that there is something wrong in the recording of financial transactions and operations.  This is also inconsistent with the provisions of Presidential Decree 1445 which provides that:

“Section 112.  Recording of financial transactions. – Each government agency shall record its financial transactions and operations conformably with generally accepted accounting principles and in accordance with pertinent laws and regulations.”

1.5. The Accountant admitted that they do not maintain subsidiary ledgers for the said accounts; thus, they could not provide solid explanation on why these accounts have negative balances as of year-end.  They assumed that these negative balances resulted from unreconciled beginning balances.

1.6. The Accountant also discussed that in the recording of fund transfers in prior years, all fund transfers received by the Agency were recorded under the Due to NGAs – Lump account.  It was in the year 2015 when separate accounts were created for the fund transfers of each source agency, however, the Accounting Unit claims that some of the balances from NGAs – Lump were not transferred to the new created accounts.  Liquidations were also charged from the new accounts created, which could have resulted to the negative balances.  As of December 31, 2019, the balance of Due to NGAs – Lump account is P15,739,591.99.

1.7. The non-maintenance of the subsidiary ledgers made it hard to verify and correct the possible errors/omissions which resulted in unreliability of the financial reports.

1.8. We recommended and Management agreed that the Accounting Unit:

1.8.1. prepare and maintain subsidiary ledgers which aid in monitoring and detecting errors/omissions on specific accounts; and

1.8.2. reconcile records with the concerned agencies and debtors and effect 
necessary adjustments in the books for accurate account balances.

2. The reported balance of Cash-Collecting Officer account amounting to P2,060,040.78 as of December 31, 2019 was unreliable due to unreconciled amount of P1,729,528.11 between the Cashbooks and the General Ledgers and non-maintenance of subsidiary ledgers to facilitate reconciliation and monitoring of account balances.

2.1. Pursuant to COA Circular No. 2015-007 dated October 22, 2015 on the adoption of the Revised Chart of Accounts for National Government Agencies, Cash-Collecting Officer is the account to be used to recognize the amount of collections with the collecting officers for remittance to the account of the Treasurer of the Philippines/deposit to AGDBs.

2.2. As of December 31, 2019, the reported balance of Cash Collecting Officer account was P2,060,040.78.  However, the recorded cash on hand on the cashbook as of yearend showed a balance of P330,512.63, showing a difference amounting to P1,729,528.15.  Details of the discrepancies are as follows:

	Accounts
	Cashbook Balances
	General Ledger Balances
	Variance

	Cash Collecting Officer – Revolving Fund
	-
	(3,415.00)
	(3,415.00)

	Cash Collecting Officer – Trust Fund
	329,157.50
	2,067,950.69
	1,738,793.19

	Cash Collecting Officer – General Fund
	1,355.13
	(4,494.91)
	(5,850.04)

	Totals
	330,512.63
	2,060,040.78
	1,729,528.15



2.3. Reconciliation conducted by the audit team resulted in an audited balance of P330,512.67 as of December 31, 2019.  Therefore, the accounting records was overstated by P1,729,528.11, while the cashbook was understated by P0.04.

2.4. There were no details provided on the Notes to Financial Statement to support the recorded balance.  Also, subsidiary ledgers for the said accounts were not maintained.  Moreover, reconciliation of records was not undertaken contrary to Paragraph 7, Chapter II of the Revised Cash Examination Manual, prescribed in COA Memorandum No. 2013-004 dated July 9, 2013, which states that “an accountable officer shall maintain his cashbooks/CRR/CDR/CkDR and such other records or their equivalents as may be prescribed by the agency’s operating procedures, and reconcile with the accounting records at least quarterly, unless the agency requires a more frequent reconciliation.

2.5. The accounting section reasoned out that reconciling items refer to prior years’ transactions and that they have no available documents to make necessary adjustments.

2.6. We recommended and Management agreed to:

2.6.1. require the Accounting and Cashiering Units to exert effort in the reconciliation of the difference in their balances of P1,729,528.11 which was determined to be prior years’ errors.

2.6.2. reconcile their   records   regularly to   avoid   the   accumulation     of differences and attain fair presentation of cash accounts in the financial statements; and

2.6.3. require the Accounting   Unit   to   prepare   and   maintain       subsidiary ledgers which aid in monitoring and detecting    errors/omissions on specific accounts.

3. The immediate reversion of the Due to NGAs account prior to the submission of liquidation documents resulted in unreconciled trust liability balances as of year-end.  Also, unused funds on two completed projects in the aggregate amount of P535,612.23 (inclusive of retention fee) was not returned to the Source Agency contrary to COA Circular No. 94-013.

3.1. COA Circular No. 94-013 dated December 13, 1994 provides, among others, the duties and responsibilities of the Implementing Agencies (IA) on the grant, utilization and liquidation of funds transferred to them by Source Agencies (SA) as follows:

The IA shall xxx

6.3	keep separate subsidiary records for the trust liability whether or not a 
	separate bank account is maintained; 
6.4	within five (5) days after the end of each month, the Accountable Officer (AO)
	shall prepare the RCI and the RD and shall submit them with all supporting 
	vouchers/payrolls and documents to the Accountant.  These reports shall be
	approved by the Head of the Agency;
6.5	within ten (10) days after receipt from the AO, the Accountant shall verify 
	the Reports, provide accounting entries, record and submit the duplicate 
	copies of the Reports with all the originals of vouchers/payrolls and all 
	supporting documents to the IA Auditor.  The Accountant shall ensure that 
	only expenses for the project are included in the Reports.  He shall submit 
	the original copy of Reports to the SA; xxx
6.7	return to the SA any unused balance and refund of disallowance upon 
	Completion of the project.”

3.2. As of year-end, the agency has recorded 17 Due to NGAs with an aggregate amount of P3,778,580.43. Confirmation letters received by the Audit Team from four Source Agencies, are detailed, as follows:

	
	
Date Issued
	Source Agencies’ records
	ASIST’s Financial Reports
	Liquidation Reports Submitted to COA

	As of September 30, 2019

Commission on Higher Education – CAR

Philippine Council on Agriculture, Aquatic and Natural Resources Research and Development (PCAARRD)



	
	


P 4,366,860.00




3,801,633.86
	


P 6,684,237.18




2,148,357.37
	


P 4,366,860.00


No liquidation reports submitted to Audit Team

	As of December 31, 2019

Department of Agriculture – Regional Field Office CAR

DILG - CAR
	

12/27/2012 and 9/29/2014

3/26/019
	


1,600,000.00

305,443.00
	


43,229.73

(34,601.75)
	


535,612.23

305,443.00



3.3. As per confirmation letters received, it was observed that the recorded balances of fund transfers from the four Agencies do not reconcile with the balances recorded in the financial statements submitted by the Accounting Unit.  Records show that the Accounting Unit immediately draws a debit entry on Due to NGAs upon disbursement and prior to the submission of liquidation reports instead of debiting the appropriate expense accounts.  The non-recording of the expense accounts may have nil effect on the financial statements of the agency because said accounts will be closed at the end of the year, however, its immediate recording of liquidation prior to the submission of liquidation reports affects the reconciliation process.

3.4. Furthermore, it was revealed that the two projects amounting to P1,600,000.00 funded by the Department of Agriculture – CAR have already been completed.  However, unused funds have not yet been returned to the source agency.  The projects include the Promotion and Development of Potential Commodities of Coffee Arabica of ASIST and the Second Tranche of the Construction of Village Level Processing Facility and Bio-organic Fertilizer Plant of ASIST with balances as of February 29, 2020 amounting to P385,629.59 and P149,982.64, respectively.  The Accounting Unit claimed that the unused balance of the latter project includes a fraction of retention fee.

3.5. It was also noted that liquidation reports including the Report of Checks Issued, Report of Disbursements, vouchers/payrolls and other supporting documents were not submitted on time contrary to Item 6.5 of COA Circular No. 94-013 dated December 13, 1994.  The Accounting Unit admitted that they only submit liquidation reports when a new Fund Transfer is received; thus, hinders the timely monitoring and recording of the said liquidations.  

3.6. It was also revealed that balances per liquidation reports being kept by the Accounting Unit do not reconcile with the financial reports they have prepared.  It should be noted that the Accounting Unit do not maintain subsidiary ledgers, thus, monitoring and detecting errors are made difficult.

3.7. The Accounting Unit reasoned out that this has been their practice in the prior years and that they are unaware of the prescribed due dates of liquidation reports

3.8. We recommended and Management agreed to:

3.8.1. require the Accountant to record liquidation of Fund Transfers when these are properly supported;

3.8.2. refund the unspent balance of the completed projects to the source agencies and submit copy of official receipts to the Audit Team for verification;

3.8.3. require the Accountable Officers to submit Report of Checks Issued and Report of Disbursements with supporting vouchers/payrolls to the Accounting Unit within five days after the end of each month;

3.8.4. submit liquidation reports including the Reports of Checks Issued, Report of Disbursements, vouchers/payrolls and other supporting documents to the Audit Team and concerned Source Agency ten days after receipt of such documents from the accountable officers;

3.8.5. prepare and maintain subsidiary ledgers to facilitate the detection of errors/omissions; and

3.8.6. reconcile with the concerned Source Agencies and effect necessary adjustments for accurate account balances.

4. Cash advances amounting to P1,882,653.26 were not liquidated at the end of the year and additional cash advances were granted to Accountable Officers despite non-liquidation of the previous cash advances in violation of COA Circular No. 97-002 dated February 10, 1997.  Furthermore, various errors/omissions in recording resulted in the overstatement of the Advances to Payroll and Advances to Officers and Employees accounts amounting to P1,501,215.28 and P125,208.93, respectively.

4.1. COA Circular 97-002 dated February 10, 1997 provides the amended rules and regulations on the grant, utilization and liquidation of cash advances.  Items 5.7 and 5.8 thereof provides that when a cash advance is no longer needed or has been used for a period of two months, it must be returned immediately to the collecting officer.  All cash advances shall be fully liquidated at the end of each year.  Except for petty cash fund, the Accountable Officer shall refund any unexpended balance to the Cashier/Collecting Officer who will issue the necessary official receipt.

4.2. Furthermore, Item 4.1.2 of the same Circular provides that no additional cash advances shall be allowed to any official or employee unless the previous cash advance given to him is first settled or a proper accounting thereof is made.

4.3. Unliquidated cash advances under the accounts Advances for Payroll and Advances to Officers and Employees showed an aggregate balance of P1,882,653.26 summarized on the next page:

	
Account Names
	Balances as of December 31, 2019
	
Total

	
	Regular Agency Fund (101)
	Internally Generated Funds (164)
	Business Related Funds (161)
	

	Advances for Payroll
	1,121,189.87
	985,852.91
	(595,547.34)
	1,511,495.44

	Advances to Officers and Employees
	251,559.36
	56 ,248.66
	63,349.80
	371,157.82

	Total
	1,372,749.23
	1,042,101.57
	(532,197.54)
	1,882,653.26



4.4. Verification of the disbursements showed that cash advances were not fully liquidated at year end and that the agency have not been strictly complying with the immediate refund of unutilized cash advances.  Report on the Status of Unliquidated Cash Advances submitted by Management showed that as of yearend, the age of the cash advances to officers and employees ranged from 31 days to over one year.  It was also noted that majority of the cash advances were travel expenses which should be liquidated within 30 days after the return of the official/employee to his official station as provided under COA Circular 2012-001.

4.5. Item 1.2 of COA Circular 2012-001 enumerates the general guidelines on the liquidation of cash advances as follows:

“The accountable officer shall liquidate cash advances within the following period:

· Salaries, Wages, Allowances, Honoraria and Other Similar Payments – within five calendar days after the end of the period.
· Field Operating Expenses – within 20 calendar days after the end of the year subject to replenishment as frequently as necessary during the year.
· Petty Cash Fund (PCF) – as soon as the disbursements reaches 75 percent or as needed, the PCF shall be replenished which shall be equal to the total amount of expenditures made therefrom.  In case of termination, resignation, retirement or dismissal of the PCF custodian, immediately thereafter.
· Travelling 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 to the Philippines in the case of foreign travel.
· Special purpose – as soon as the purpose of the cash advance has been served.

4.6. It was also observed that some of the Accountable Officers with unliquidated cash advances aged over one year are no longer connected with the agency.  Aside from the delay in liquidation, analysis of the cash advances by fund disclosed various errors and omissions in recording.  Details are presented on the next page:


	
	Balance per Books
	Balance per Audit
	Under
(Over)

	Advances for Payroll

Regular Agency Fund (101)
Internally Generated Funds (164)
Business Related Funds (161)
TOTAL
	

1,121,189.87
985,852.91

(595,547.34)
1,511,495.44

	

280.16
10,000.00

           _______-
           10,280.16       
	

(1,120,909.71)
(975,852.91)

     595,547.34
(1,501,215.28)


	
Advances to Officers and Employees

Regular Agency Fund (101)
Internally Generated Funds (164)
Business Related Funds (161)
TOTAL
	



251,559.36
56,248.66

           63,349.80
         371,157.82

	



196,784.36
40,164.53

             9,000.00
         245,948.89
	



(54,775.00)
(16,084.13)

     (54,349.80)
 (125,208.93)



4.7. The non-monitoring of submission of liquidation reports caused the accumulation of unliquidated CAs.  On the other hand, non-refund of the unspent balance of the cash advance, if any, exposed the public funds to misappropriation or misuse.

4.8. Management reasoned out that they were waiting for the lacking documentary requirements for the liquidation of some of the unliquidated cash advances.  Furthermore, they stated that they regularly remind the concerned Accountable Officers of their unliquidated cash advances and that some have already refunded the unspent balances in the first quarter of CY 2020, however, copies of official receipts for their settlement were not yet submitted to the Audit Team for verification.  They also added that they could no longer locate the whereabouts of some employees who got separated from the service while some Accountable Officers are already deceased.

4.9. The Audit Team issued Demand Letters to the Accountable Officers which were received by them on February 28, 2020.

4.10. We recommended and Management agreed that:

4.10.1. the Head of the Agency cause or order the withholding of the payment of any money due the AOs, should there be no liquidation or explanation received after thirty (30) days from receipt of the demand letters issued by the audit team;

4.10.2. the Accounting Unit strictly monitor the status of cash advances and to require concerned AOs to submit liquidation reports on time as required under COA Circular 2012-001 for proper recognition of disbursements in the books during the year these were incurred; and
4.10.3. the Accounting Unit make the necessary adjusting entries to correct the noted errors/omissions and ensure that liquidation reports are timely recorded; entries reconciled with accounting records to eliminate discrepancies and abnormal balances.

5. Liquidated damages amounting to P128,509.92 were not imposed on the contractor of the project, “Construction of village level processing facility and bio-organic fertilizer plant” contrary to Section 8.1 of Annex D of the Revised Implementing Rules and Regulations (IRR) of Republic Act (RA) No. 9184.

5.1. Section 8.1 of Annex D of the Revised IRR of RA 9184 requires that: “Where the contractor refuses or fails to satisfactorily complete the work within the specified contract time, plus any time extension duly granted and is hereby in default under the contract, the contractor shall pay the procuring entity for liquidated damages, and not by way of penalty, an amount, as provided in the conditions of contract, equal to at least one tenth (1/10) of one (1) percent of the cost of the unperformed portion of the works for every day of delay.”

5.2. In relation to the fund transfer from the Department of Agriculture for the project, “Construction of village level processing facility and bio-organic fertilizer plant” Management submitted a liquidation report as of January 31, 2020 which shows that the remaining fund balance is P149,982.64. This includes the unreleased partial retention money amounting to P72,224.15.  Management informed that partial retention money was previously released to the contractor on August 28, 2014 amounting to P100,000.00.  They explained further that they could not release the remaining retention money since the contractor incurred delays in project completion and have unpaid liquidated damages totaling P128,509.92.  It was noted that should the liquidated damages be offset with the unreleased retention money, the agency still has uncollected liquidated damages from the contractor amounting to P56,285.77.

5.3. It should be emphasized that had management strictly imposed the liquidated damages and have not released the partial retention money in 2014, the estimated liquidated damages would have already been settled.  Furthermore, liquidation of the fund transfer should have been submitted on time.

5.4. We recommended and Management agreed to strictly impose the collection of liquidated damages amounting to P128,509.92 from the concerned contractor and to henceforth, comply with the provisions of Section 8.1 of Annex D of the Revised Implementing Rules and Regulations (IRR) of Republic Act (RA) No. 9184.

6. Purchases of goods and services aggregating P2,205,906.48 were paid in cash instead of checks as direct payments to creditors contrary to the imprest system prescribed under Section 172 of the Government Accounting and Auditing Manual (GAAM), Volume I.

6.1. Section 172 of GAAM, Volume I, provides that ideally, cash should be handled under the general principles of the imprest system where all payments must be made by check.  In instances when it may be very difficult, impractical or impossible to make payments by check, payments may be made by the Disbursing Officer in the form of cash through his cash advance.

6.2. COA Circular No. 97-002 dated February 10, 1997 also provides that cash advances shall be of two types, namely, the regular cash advances, and the special cash advances.  Regular cash advances are those granted to cashier, disbursing officers, among others, for the payment of salaries and wages, commutable allowances, honoraria, and petty operating expenses consisting of small payment of maintenance and operating expenses which cannot be paid conveniently by checks or are required to be paid immediately.  Special cash advances, on the other hand are those granted on the explicit authority of the Head of the Agency only to duly designated disbursing officers or employees for other legally authorized purposes, such as current operating expenditures of the agency field office of the activity of the agency undertaken in the field when it is impractical to pay the same by check.

6.3. Audit of disbursement vouchers disclosed that the total purchases of various goods and services amounting to P2,205,906.48 were paid in cash thru the cash advances and reimbursements to various employees.  As a result, taxes from the said purchases due to the government were not withheld.  Also, the funds were exposed to risks of loss or misappropriation in the meantime that these were on hand.
 
6.4. We recommended that Management pay directly its suppliers by check.  Payments in the form of cash shall be made by the Disbursing Officer through his cash advance only when it is very difficult, impractical or impossible to make payments by check in accordance with Section 172 of the GAAM, Volume I.

Management’s Comment:

6.5. “There have been initiatives to canvass books and other reading library materials but because of the money and varied titles, no single supplier was able to provide the books requested by each departments of the College.  Because of this, the administration sent the supply officers and faculty members to personally procure in cash the books.  This was an administrative remedy because books both locally and foreign published were marketed not by single company. So, it was impossible not to resort to procurement on-sit.  Much more so that books advertised on-line are more often run-out of stocks easily, so substitution need to be done immediately to complete the require titles.

Moreover, cash procurement is the only mode allowed by some book stores so, a cash is necessary in that case.  There had been cases in the past where the College did not comply to the standards of its academic programs because of the lack of book titles acquired due to a very difficult procurement per title.  In some cases, the supply officer would need to travel frequently to Manila to serve canvass but late on the books were no longer available.  Also, book stores would not want to deliver in the provinces because of small amount of purchases which would mean delay and more expense in the part of the College.

Let it be reiterated that this is an administrative remedy which are thought as more advantageous to the College and to the government as a whole.”

Audit Team’s Rejoinder:

6.6. We reiterate that payments shall be made by Management directly to its suppliers by check.  Payments in the form of cash shall be made by the Disbursing Officer through his cash advance only when it is very difficult, impractical or impossible to make payments by check in accordance with Section 172 of the GAAM, Volume I.  

6.7. The justifications given do not fall under the exceptions provided in the ruling.  In fact, the prescribed procurement process will continue to be violated should the practice be tolerated.  

6.8. Procurement of books should be posted on PhilGEPS to eliminate the need for traveling to Manila just to serve canvass and to ensure that the most advantageous price is obtained.  The procedure of posting in the PhilGEPS also promotes transparency in the conduct of government procurement and is in accordance with the Revised Implementing Rules and Regulations of Republic Act (RA) 9184.

7. Copies of Purchase Orders (POs) and their supporting documents for the purchase of various supplies and equipment in the total amount of P14,088,162.98 were not submitted to the Audit Team within the prescribed period of five days from issuance thereof, contrary to the provision of item 3.2.1 of COA Circular No. 2009-001 dated February 12, 2009.

7.1. Item 3.2.1 of COA Circular No. 20019-001 states that:

“A copy of any purchase order irrespective of amount, and each and every supporting document, shall, within five (5) days from issuance thereof, be submitted to the Auditor concerned…”

7.2. Audit disclosed that the agency has procured various supplies and equipment for use in its operations.  However, copies of the Purchase Orders and its supporting documents covering said purchases amounting to P14,088,162.98 were not submitted within the time frame prescribed.  It was noted that the POs submitted by the agency covers purchases with total amount of P4,892,684.75 or 25.78 percent of the total purchases of P18,980,847.73.  These were only submitted to the Audit Team upon delivery of the items bought and/or upon submission of the corresponding disbursement vouchers, hence the transactions were already consummated.  As a result, evaluation of the reasonableness of costs as well as auditorial review of compliance to applicable rules and regulations was not done and in effect, detection and/or correction of possible defects and deficiencies if any, were not permitted.
7.3. We recommended and Management agreed to furnish the Audit Team copies of purchase orders irrespective of amount not later than five (5) working days from issuance thereof, together with all supporting documents for auditorial review in compliance with COA Circular No. 2009-01.

8. The Request for Quotations (RFQ) for goods and services totaling P21,682,569.80 procured through Alternative Modes of Procurement were not posted on the PhilGEPS website contrary to Section 54.2 of the Revised Implementing Rules and Regulations of Republic Act (RA) 9184 and did not ensure that the most advantageous price was obtained.

8.1. Section 54.2 of the Revised IRR of R.A. 9184 states that:

“For alternative methods of procurement, the Procuring Entity may dispense with the advertisement in the newspaper and posting requirement as prescribed in Section 21.2.1 of this IRR.

For the following modalities, however, the BAC, through its Secretariat, shall post the invitation or request for submission of price quotations/proposals in the PhilGEPS website, the website of the Procuring Entity concerned, if available, and at any conspicuous place reserved for this purpose in the premises of the Procuring Entity for a period of at least three (3) calendar days:

1. Section 49 Limited Source Bidding;
2. Section 52.1 (b) Shopping for ordinary office supplies and equipment not available in DBM-PS (for ABC above Fifty Thousand Pesos (P50,000.00));
3. Section 53.1 Two Failed Biddings;
4. Section 53.9 Small Value Procurement (For ABC above Fifty Thousand Pesos (P50,000.00)); and
5. Section 53.11 NGO Participation”

8.2. Post-audit of disbursements showed that Requests for Quotation on the purchases made through Alternative Modes of Procurement totaling P21,682,569.80 were not posted on the PhilGEPS website contrary to above-cited rules and regulations.  It was noted that the purchases made ranged from P51,826.43 to P661,932.15.

8.3. Inquiry with the Supply Officers confirmed that it has been the practice of the agency to immediately send the RFQs to the suppliers without posting in the PhilGEPS website.  It has been their practice to post only those that are categorized as Infrastructure Projects.  Furthermore, they reasoned out that they lack good internet connection despite its monthly internet subscription.

8.4. The non-posting of the Request for Quotation defeated the purpose of promoting transparency in the conduct of government procurement procedures and did not ensure that the most advantageous price was obtained.

8.5. We recommended and Management agreed that the BAC, through its Secretariat post the Request for Quotations on the PhilGEPS website for procurement of goods and services done through alternative modes in compliance with the provisions of Section 54.2 of the Revised Implementing Rules and Regulations of R.A. 9184.

9. The changes in the fair value of the Biological Assets were not recognized in the accounting books due to the non-preparation of Biological Assets Property Card (BAPC) and Quarterly Report of Biological Assets (QRBA).  Furthermore, Subsidiary Ledgers for the Biological Assets were not maintained.

9.1. Section 11 of Chapter 11, Volume I of the Government Accounting Manual (GAM) for NGAs requires that upon receipt of the biological asset, the Caretaker/Officer-in-charge shall record in the Biological Assets Property Card (BAPC) the details of the assets based on the approved Inspection and Acceptance Report (IAR), delivery receipt and other supporting documents available in the acquisition of the asset.  Furthermore,  the Caretaker shall prepare Quarterly Report of Biological Assets (QRBA) containing, among others, the balances at the beginning of quarter and the changes in fair value of the biological assets due to physical changes such as growth, degeneration, production and procreation.

9.2. Also, the same section requires that the Accounting Division/Unit shall post the appropriate accounts in the General Journal, General Ledger and Subsidiary Ledger for biological assets to record the acquisition costs and recognize gain or loss due to physical change.

9.3. Inquiry with the Director of Production and IGPs confirmed that BAPC and QRBA forms were not prepare and maintained by the Caretaker, instead, Report of Inventory and Report of Step Increment Value were prepared.  Furthermore, the Accountant confirmed that no subsidiary ledgers were prepared and maintained.  The Accounting Unit also claimed that reports prepared by the Production and IGPs Unit were not forwarded to their office, resulting in the non-recording of the purchases of biological assets and their corresponding transformation, thus, balances of the Biological Assets accounts remained dormant for the past three years.

9.4. We recommended and Management agreed that:

9.4.1. the Director of Production and IGPs, require the Caretaker to maintain BAPC to monitor the existence/status of animals and submit QRBA to the Accounting Office for the posting on the ledgers, copy furnished the Audit Team;

9.4.2. the Accounting Office maintain subsidiary ledgers for the said biological assets to serve as permanent records of their beginning balances and updated valuation due to physical change; and

9.4.3. the Inventory Committee/Team conduct physical account of biological assets annually to ensure reliability of recorded account balances in the books.


Compliance with Tax Laws

10. In CY 2019, Management remitted taxes withheld from salaries and benefits of employees, purchases of materials and services, contract and other related procurements to the Bureau of Internal Revenue amounting to P15,806,530.97.

10.1. BIR Revenue Regulations (RR) No. 1-2013 dated January 23, 2013 provides that “all tax returns must be electronically filed (e-filed) following due dates prescribed in the table under this Section.  Payment of the tax must also be made on the same day the return is e-filed by accomplishing online the Tax Remittance Advice (TRA).”

10.2. DOF-DBM-COA Joint Circular No. 1-2000 dated January 3, 2000 and Joint Circular No. 1-2000A dated July 31, 2001 require the remittance of taxes withheld from employees and government suppliers.

10.3. For CY 2019, the College withheld taxes in the amount totaling P16,129,109.44 and remitted the amount of P15,806,530.97 with details presented as follows:

	Particulars
	Withheld
	Remitted
	Balance

	Unremitted balance, 12/31/2018
	  ₱ 1,247,553.30
	
	

	January 2019
	512,736.65
	₱   1,573,295.04
	₱186,994.91

	February 2019
	570,089.33
	638,483.91
	118,600.33

	March 2019
	654,883.73
	722,212.68
	51,271.38

	April 2019
	1,408,214.74
	928,594.12
	530.892.00

	May 2019
	1,233,091.66
	1,525,151.02
	238,832.64

	June 2019
	1,022,682.86
	1,265,215.93
	3,700.43

	July 2019
	780,907.70
	744,808.25
	32,399.02

	August 2019
	828,359.47
	872,503.50
	11,745.01

	September 2019
	1,650,771.49
	1,688,041.32
	49,014.84

	October 2019
	1,418,759.28
	1,453,104.19
	83,359.75

	November 2019
	1,628,978.52
	1,933,806.59
	388,187.82

	December 2019
	3,172,080.71
	2,461,314.42
	322,578.47

	Total
	₱16,129,109.44
	₱15,806,530.97
	₱322,578.47




Compliance with Government Service Insurance System Laws

11. The Institute withheld the Government Service Insurance System (GSIS) premium contribution of employees and remitted the same to the GSIS together with the government share, the ECC premiums and loans due to GSIS.

11.1. Section 6 of the Government Service Insurance Act of 1997 (RA 8291) provides that, “The employer shall report to the GSIS the names of all its employees, their corresponding employment status, positions, salaries and such other pertinent information, including subsequent changes therein, if any, as may be required by the GSIS; the employer shall deduct each month from the monthly salary or compensation of each employee the contribution payable by him in accordance with the schedule prescribed in the rules and regulations implementing this Act.”

11.2. For CY 2019, the Institute withheld premiums and other contributions totaling P18,392,494.92 and remitted the total amount of P18,399,371.34 to the GSIS, with the following breakdown:

	Particulars
	Withheld
	Remitted
	Balance

	Unremitted balance, 12/31/2018
	-
	
	

	January 2019
	₱1,467,672.09
	₱1,465,379.98
	₱ 2,2,92.11

	February 2019
	1,443,398.78
	1,438,280.71
	7,410.18

	March 2019
	1,472,477.09
	1,461,033.40
	18,853.87

	April 2019
	1,705,004.90
	1,754,818.73
	30,959.96

	May 2019
	1,537,599.73
	1,537,511.97
	30,872.20

	June 2019
	1,402,779.59
	1,538,054.79
	166,147.40

	July 2019
	1,634,926.05
	1,512,838.40
	44,059.75

	August 2019
	1,531,323.12
	1,519,201.21
	31,937.84

	September 2019
	1,557,170.58
	1,516,380.19
	8,852.55

	October 2019
	1,529,378.26
	1,560,622.46
	 22,391.65

	November 2019
	1,568,387.73
	1,554,893.22
	8,897.14

	December 2019
	1,542,377.00
	1,540,356.28
	6,876.42

	Total
	₱18,392,494.92
	₱18,399,371.34
	₱6,876.42




Compliance with the Home Development Mutual Fund Law of 2009/Pag-IBIG Fund

12. The Institute withheld the Home Development Mutual Fund (HDMF)/Pag-IBIG premium contribution of employees and remitted the same to the HDMF together with the government share.

12.1. Section 7 and Section 23 of R.A. 9679, An Act Further Strengthening the Home Development Mutual Fund, and For Other Purposes provides that:

“Section 7.  Fund Generation and Contributions. – The money of the Fund shall be generated by the provident savings that the covered employees shall contribute for the purpose every month, and the equal amounts that their respective employers shall mandatorily contribute. Xxx

Section 23.  Remittance of Contributions. – (a) It shall be the duty of every employer, private or public, to set aside and remit the contributions required under this Act in accordance with a mechanism determined by the Board of Trustees. (b) Every employer required to set aside and remit such contributions as prescribed under this Act shall be liable for their payment, and nonpayment shall further subject the employer to a penalty of three percent (3%) per month of the amounts payable from the date the contributions fall due until paid.  xxx”

12.2. For CY 2019, the Institute withheld premiums and other contributions totaling P3,067,690.53 and remitted the total amount of P3,061,152.95 to the HDMF/Pag-IBIG with details shown on the next page:

	Particulars
	Withheld
	Remitted
	Balance

	Unremitted balance, 12/31/2018
	-
	
	

	January 2019
	₱   248,884.78
	₱   248,672.74
	₱   212.04

	February 2019
	244,695.66
	235,449.39
	9,458.31

	March 2019
	259,106.25
	263,162.57
	5,401.99

	April 2019
	266,296.74
	268,103.06
	3,595.67

	May 2019
	282,519.77
	282,519.77
	3,595.67

	June 2019
	243,436.00
	269,002.96
	21,971.29

	July 2019
	284,007.91
	262,547.69
	511.07

	August 2019
	263,509.59
	259,102.85
	3,895.67

	September 2019
	252,450.70
	251,850.70
	4,495.67

	October 2019
	235,236.61
	235,996.07
	3,736.21

	November 2019
	243,651.42
	240,081.22
	7,306.41

	December 2019
	243,895.10
	244,663.93
	6,537.58

	Total
	₱3,067,690.53
	₱3,061,152.95
	₱6,537.58



Compliance with the National Health Insurance Act of 2013 (RA 10606)/Philippine Health Insurance Corporation (PhilHealth) Law

13. The Institue withheld the PhilHealth premium contribution of employees and remitted the same to the Philippine Health Insurance Corporation together with the government share.

13.1. Section 28 of RA 10606, The National Insurance Act pf 2013, An Act Amending Republic Act No. 7875, Otherwise Known as the “National Health Insurance Act of 1995” as Amended and For Other Purposes provides in part that, “All members who can afford to pay shall contribute to the Fund, in accordance with a reasonable, equitable and progressive contribution schedule to be determined by the Corporation on the basis of applicable actuarial studies xxx”

13.2. For the CY 2019, the Institute withheld premiums totaling P995,689.64 and remitted the total amount of P995,427.67 with the following breakdown:

	Particulars
	Withheld
	Remitted
	Balance

	Unremitted balance, 12/31/2018
	
	
	-

	January 2019
	₱   78,515.50
	₱   78,515.36
	₱      0.14

	February 2019
	79,876.28
	80,367.03
	490.61

	March 2019
	83,176.13
	81,584.32
	1,101.20

	April 2019
	83,837.94
	83,971.76
	967.38

	May 2019
	83,620.96
	83,620.90
	967.44

	June 2019
	75,695.12
	83,621.08
	6,958.52

	July 2019
	89,607.64
	83,012.58
	363.46

	August 2019
	83,531.64
	82,523.73
	644.45

	September 2019
	84,176.32
	83,390.40
	1,430.37

	October 2019
	81,004.58
	84,466.38
	2,031.43

	November 2019
	85,145.55
	82,468.57
	645,55

	December 2019
	87,501.98
	87,885.56
	261.97

	Total
	₱995,689.64
	₱995,427.67
	₱  261.97




Status of Notices of Suspension (NDs), Notices of Disallowances (NDs) and Notices of Charges (NCs)

14. Disallowances totaling P775,223.05 were not settled as of yearend.

14.1. Section 7.1.1 of COA Circular No. 2009-006 dated September 15, 2009 provides in part that the head of the agency, who is primarily responsible for all government funds and property pertaining to his agency, shall ensure that the settlement of disallowances and charges is made within the prescribed period.

14.2. Records show that disallowances totaling ₱775,223.05 remained unsettled as at December 31, 2019.  

14.3. The status of suspensions, disallowances and charges as of December 31, 2019 as reflected in the Statement of Suspensions, Disallowances, and Charges (SASDC) as of the same date is presented in the following table: 

	Particular
	Beginning Balance
(Jan. 1, 2019)
	Issuance 
This Period
(Jan. – Dec.)
	Settlement 
This Period
 (Jan. – Dec.)
	Ending Balance 
(Dec. 31, 2019)

	Notice of Suspension
	P        143,327.14
	P            0.00
	P     143,327.14
	P                 0.00

	Notice of Disallowance
	P     1,475,414.57  
	P            0.00
	P     700,191.52
	P   775,223.05

	Notice of Charge
	P                  0.00
	P            0.00
	P                0.00
	P                 0.00



14.4. The unsettled disallowance of P775,223.05 was not appealed within the six months period; hence, these had become final and executory. The details of the disallowances are shown below: 

14.5. There are no NDs covered by COA Regional Office Decision for automatic review or Petition for Review by the Commission Proper.  There are also no NDs covered by a COA Decision or Petition for Certiorari with the Supreme Court.

14.6. We recommended and Management agreed to cause the immediate settlement of the remaining disallowances totaling Ᵽ775,223.05 in accordance with Section 7.1.1 of COA Circular No. 2009-006 dated September 15, 2009 or the Rules and Regulations on Settlement of Accounts.
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