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	Part II – AAR 2018
	
	
	
	
	
	
	

	1
	Twenty account balances totaling P4.6 million still have negative balances, thus, casting doubts on the validity of the said accounts in particular and reliability of the financial statements in general, contrary to Section 112 of Presidential Decree No. 1445.

	We reiterated our recommendations that the Accountant:

· review, analyze and reconcile the accounts and make the necessary adjusting entries of any reconciling items; and
· coordinate with concerned parties, particularly the GOCCs and debtors, regarding the validated accounts for proper disposition.
	
	
	
	
	
	
	

	2
	Cash advances granted to Disbursing Officers and to other officers and employees, amounting to P12,117,143.77 and P686,713.60, respectively, remained unliquidated as of year-end.
	We recommended that Management:

•	require the officers and employees accountable for the unliquidated cash advances as of December 31, 2018 to immediately settle the same and submit to the Accounting Office the Liquidation Report with supporting documents; and
•	ensure that cash advance granted to any officer or employee is reported on as soon as the purpose has been served.
	
	
	
	
	
	
	

	3
	Payment of monetization of leave credits of employees revealed the following deficiencies/errors:

a. Monetization of leave credits was granted despite a leave balance of less than 5 days after monetization contrary to Section 22 of the Omnibus Rules on Leave.
b. Monetization of 50 percent or more of accumulated leave credits granted to employees totaling P660,531.89 was allowed without valid and justifiable reasons from the employees concerned to support their claims.  Monetization of 50 percent or more of sick leave balances were also granted although vacation leave balances have not yet been exhausted.
	We recommended that Management comply with the provisions of Sections 22, 23 and 25 of the Omnibus Rules on Leave in the granting of leave monetization as follows:

•	at least 5 days leave balance is retained after monetization;
•	that those who avail of the leave monetization shall still be required to go on forced leave;
•	monetization of the 50% or more of leave credits may be allowed for valid and justifiable reasons as enumerated in Section 23; and 
•	in availing the 50% or more leave credits, the balance in the vacation leave should be exhausted first with a balance of 5 days before using the accumulated balance of sick leave.


	
	
	
	
	
	
	

	4
	Taxes withheld by the Institute were not remitted within the required period contrary to Bureau of Internal Revenue Regulation No. 6-2001 dated July 31, 2001, thereby, depriving the national government of funds for countryside development.
	We recommended that Management remit any internal revenue taxes withheld in accordance with Tax Code through the filing of the Quarterly Withholding Tax Remittance Return together with the Quarterly Alphalist of Payees (QAP) not later than the last day of the month following the close of the quarter during which withholding was made.
	
	
	
	
	
	
	

	5
	Disallowances and suspension amounting to P1,475,414.57 and P143,327.14, respectively, remained unsettled as of year-end.
	We recommended that Management require the persons liable for the audit disallowances and those responsible for the suspension to settle their accounts.
	
	
	
	
	
	
	

	Part III – AAR 2018
	
	
	
	
	
	
	

	6
	Cash in Bank-Local Currency, Savings account (1010203000) book balance as of December 31, 2017 amounting to P399,705.78 does not tally with the Diploma in Agricultural Technology-Bachelor in Agricultural Technology (DAT-BAT) Fund in the custody of the Abra Diocesan Teachers and Employees Multi-Purpose Cooperative (ADTEMPCO).  Further, the balance has remained dormant for more than five years.
	We recommended that Management:

•	consider the guidelines set forth under COA Circular No. 97-001 for accounts considered as dormant;
•	instruct the Accountant to coordinate with the Chief Executive Officer and the Chief Operating Officer of the ADTEMPCO for the updating of the DAT/BAT Fund; and
•	remit all cash advances on hand and in other banks to the National Treasury. 
	
	
	
	
	
	
	

	7
	Depreciation for the current year and the last preceding years was not provided for Land Improvements, and Buildings and Other Structures totaling P59.39 million.  Further, the amounts depreciation provided for the other property, plant and equipment (PPE) items of the Institute for the same years were not realistic.  As much the carrying amount of PPE of P88.35 million was not reliable.

	We recommended that Management:

a.	The Accounting Office to reconcile the property cards prepared by the Supply Office with the relevant information in the Journals, Reports of Checks Issued, and Reports of Disbursements in the last five years or so; and prepare subsidiary ledgers for PPE based on the results of said reconciliation; and
b.	The Accounting Office to provide the correct amount of depreciation for all the PPE of the Institute that are subject to depreciation.
	
	
	
	
	
	
	

	8
	The composition of the Other Assets account amounting to P3.41 million has yet to be identified by the Accounting Office despite the lapse of three years since the Institute first disclosed in the Notes to Financial Statements that the account needed to be identified and reviewed for adjustments.

	We recommended that Management require the Accounting Office to identify the composition of the Other Assets account, and effect any necessary adjustments.
	
	
	
	
	
	
	

	9
	The agency did not conduct a complete count of its Property, Plant and Equipment (PPE), nor did it maintain PPE Ledger Cards (PC) contrary to Sections 66, 42 and 12 of the Manual on the New Government Accounting System for National Government Agencies (NGAS Manual), Volume II resulting in the doubtful valuation of its PPE amounting to P625,800,581.36

	We recommended that Management:

a. Create an Inventory Committee to conduct a physical inventory of the agency’s PPE, prepare the corresponding RPCPPE and reconcile this with the accounting records to ensure accuracy of the recorded PPE accounts.  The RPCPPE should be submitted to the Auditor concerned not later than January 31 of each year in accordance with the Manual on NGAS, Volume II; and
b. require the Accountant and Supply Officer to maintain PPELCs and PCs, respectively, to provide adequate information on PPE.
	
	
	
	
	
	
	

	10
	Complete physical count of non-moving supplies and materials amounting to P3,557,827.54 was not conducted and no Supplies Ledger Cards (SLC) and Stock Cards (SC) were maintained by the agency, thus affecting the reliability of reported balance of Inventory accounts.
	We recommended that Management require:

a. the Supply Officer to conduct a complete physical count of the Institute’s inventories, to prepare a report thereon, and submit RPCI to the Auditor’s office on time;
b. the Supply Officer and Accountant to maintain stock cards and supplies ledger cards, respectively, and to reconcile periodically the two records;
c. the Supply Officer to promptly prepare the RSMI based on the Requisition and Issue Slips (RIS) and submit the same on time to the Accountant for recording; and
d. the Accountant to make the necessary adjustment to effect immediate corrections for discrepancies detected.
	
	
	
	
	
	
	

	11
	Various supplies and materials purchased during the year amounting to P7,450,120.64 and P2,287,799.96, respectively, were directly charged to expense accounts which is not in conformity with Section 43 of the New Government Accounting System Manual, thereby exposing the supplies and materials to possible loss and misuse.
	We recommended that Management require:

a. the Accountant to record procurement of supplies and materials following the Perpetual Inventory Method;
b. the Supply Officer to conduct a complete physical count of the agency’s inventories, to prepare a report thereon, and to submit the Report on the Physical Count of Inventories (RPCI) to the auditor’s office on time;
c. the Supply Officer and the Accountant to maintain stock cards and supplies ledger cards, respectively, and to reconcile periodically the two records; and
d. the Supply Officer to promptly prepare the RSMI based on the RIS and submit the same on time to the Accountant for recording.
	
	
	
	
	
	
	

	12
	The balances of the Inter-Agency Receivables/Payables accounts due form and due to State Colleges and Universities (SUCs) of P5,859,975.00 and P4,755,806.49, respectively, were not reconciled thereby casting doubts on the validity of the accounts.
	We recommended that Management:

a. require the Accountant to reconcile the Inter-Agency Receivables/Payables accounts from/to SUCs with its counterpart in the provinces;
b. determine the cause of the deficiencies and effect the necessary adjusting entries based on the results of the reconciliation;
c. require the implementing agencies/debtors to submit their liquidation reports together with credit notices issued by their respective auditors with respect to Inter-Agency Receivables; and
d. secure from Agency Auditor the credit notice with respect to Inter-Agency Payables and submit together with the liquidation reports to the source agencies/creditors.
	
	
	
	
	
	
	

	13
	The remaining balance of the Diploma in Agricultural Technology – Bachelor in Agricultural Technology (DAT-BAT) Credit Fund in the custody of the Abra Diocesan Teachers and Employees Multi-purpose Cooperative (ADTEMPCO) totaling P443,036.68 was not deposited with authorized government depository bank, contrary to the Memorandum of Agreement (MOA) entered into between the Educational Development Projects Implementing Task Force (EDPITAF) and Abra State Institute of Sciences and Technology (ASIST).
	We recommended that Management:

a. transfer the DAT-BAT Credit Fund deposited in ADTEMPCO to any AGDB so that management of said fund shall be under the Institute;
b. require the Accountant to make the necessary adjustment pertaining to the transactions of the Credit Fund; and
c. maintain complete records to facilitate regular audit by the COA.
	
	
	
	
	
	
	

	14
	Revolving Fund for Income Generating Projects (IGP), particularly the Agri-Business Project, was tied up with accounts receivables in the total amount of P526,032.72, of which 51.37% is past due and 48.63% pertains to current, thereby affecting the growth and sustainability of the project.
	We recommended that Management –

a. prepare a written guideline or policy on the operations of the Agri-Business Projects to include the terms and manner of payment, and penalty in case of default; and
b. require concerned employees/debtors to pay their obligations promptly or to pay their obligations thru payroll deductions.
	
	
	
	
	
	
	

	15
	Cash accounts has a net unaccounted difference of P992,562.51 and unbooked reconciling items of P146,870.25 in the financial statements, thereby overstating Cash accounts by P1,139,432.76
	We recommended that the Accountant exert effort in locating the unaccounted differences of all cash accounts in the financial statements and adjust the accounting records if warranted.
	
	
	
	
	
	
	

	16
	Forty-seven unserviceable pieces of property remained in the Inventory of Property which overstated the Property, Plant and Equipment account by P1.1 million.  Also, the financial statements showed a balance of Other Assets account totaling P3.4 million which could not be verified, thus, casting doubt on the validity and accuracy of the account.
	We recommended that Management instruct the Accountant to determine the nature of the Other Assets account and submit pertinent documents to support the existence thereof including the Inventory and Inspection Report for Unserviceable Property (IIRUP) indicating whether serviceable or unserviceable assets.  For those items not properly classified under the Other Assets account, it should re-classified to a more appropriate account.
	
	
	
	
	
	
	

	17
	The validity of recorded employee claims under Due to Officers and Employees account amounting to P462,793.81 (403) could not be established due to the failure to present valid claims and management responsibility to settle.
	We recommended that the Accountant trace the source of abnormal beginning balance in the prior years’ records and adjust the beginning balance of the account.  The Cashier should submit justification for nonpayment of accrued salaries and honorarium, and adjust, if warranted.  The Accountant should record the proposed adjusting journal entries to correct the noted deficiencies in paragraph no. 7.1.2 and 7.1.3.  Henceforth, the Accountant should take extra care in recording transaction and perform in-depth analysis of account balances, particularly the accrual and corresponding reversal of undue liabilities.  He should revert to Government Equity all outstanding payables from which no documents could be substantiated.
	
	
	
	
	
	
	

	18
	Funds amounting to P598,000.00 were released to the Cordillera Administrative Region Association of State Universities and Colleges Research Development Extension (CARASUC RDE) consortium without legal basis.
	We recommended that the Institute seek refund of the P598,000.00 paid to the association and consequently stop releasing research funds to either the CARASUC RDE or the SUCCARRDEC.  Only the regular fees provided in the By-Laws of the association shall be paid to the association.
	
	
	
	
	
	
	



Agency sign-off:


______________________________				_____________
Name and Position of Agency Officer				         Date
Note: Status of Implementation either be (a) Fully Implemented, (b) Ongoing, (c) Not Implemented, (d) Partially Implemented, or (e) Delayed

