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Honorable Corazon Juliano - Soliman 
Secretary 
Department oPSocial Welfare and Development 
Batasan Hills. Quezon City 

Madam: 

Management Letter on the Audit of the Loan No: 7959-PH: 
Kapit-Bisig Laban sa Kahirapan — Comprehensive and Integrated Delivery of 

Social Services — Additional Financing 
for the Calendar Year 2014 

. 	Pursuant to the Loan Agreement No. 7959-PH dated December 3. 2010 between 
the World Bank and the Republic of the Philippines. thru the Department of Social 
Welfare and Development, we have audited the accounts and operations of the Kapit-
Bisig Laban so Kahirapan-Comprehensive and Integrated Delivery of Social Services for 
the period ended December 31. 2014. The audit was conducted in accordance with 
Philippine Public Sector Standards Auditing,. Those standards require that we plan and 
perform the audit to obtain a reasonable basis for our conclusions. 

2. The audit was conducted by the audit team led by June L. Van Schoonneveldt 
State Auditor' IV. to (a) verify the level of assurance that may be placed on 
Management's assertions on the financial statements: (b) recommend agency 
improvement opportunities: and (c) determine the extent of implementation of prior 
years' audit recommendations. 

3. The Independent Auditor's Report. Statement of Management Responsibility on 
the Financial Statements, the Project's statement of financial position, statement of 
financial performance, statement of cash flows and statement of changes in net 
assets/equity for the year then ended, and a summary of significant accounting policies 
and other explanatory information for calendar year 2014 are shown in Annexes A-G. 
The accounting errors and deficiencies affecting the fair presentation of the financial 
statements are summarized in Annex H. 
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4. 	We wish to bring to your attention our audit observations and recommendations 
which were earlier communicated through Audit Observations Memoranda (AOMs) and 
discussed in an exit conference conducted on June 30, 2014 with concerned DSWD 
officials. The comments were incorporated in this report, where appropriate. The 
significant audit observations and recommendations shall be incorporated in the 
Consolidated Annual Audit Report (CAAR) of the Department of Social Welfare and 
Development for CY 2014. 

A. SUMMARY OF RECOMMENDATIONS 

For the significant deficiencies observed in the course of the audit. we 
recommended and Management agreed to: 

Funds not remitted to the _\011011C11Treasur), kept intact in the bank 

• Require the concerned DSWD officials to deposit immediately with the 
National Treasury the dormant and unnecessary bank accounts deposited with 
AGDB. 

Loan proceed grants directly refunded to the IBRD TVB t ritiroutDOFBTr 
170TUICCUIOli 

• Furnish the DOF and the BTr of the LBP hank debit memo pervaininL.T to the 
return.refunds 	loan/grant proceeds with the corresponding letters 
authorizing the withdrawal and deposit of the amount 86.953,796.22 and 
32.425.268.48 to Vvachovia Bank NA, New. York. of the IBRD: and 

• Stop the practice of direct refund/return of loan/grant balances, for future 
transactions of the same nature. instead request for cancellation of the 
unwithdrawn amount of loanigrant through DOF/BTr. 

Recording errors omissions resulting in misstatement of Cash in Bank balances 

• FOs to forward to the DSWD-CO the transfer notice or deposit slip for 
reference and use in the monitoring and reconciliation of balances of the 
Current Account: 

Unsupporteci pqurnent of transactions 

• Require the Directors of NPMO. KC and Finance to use the KC-AF-GOP 
according to its intended purpose: 



• Require the Directors of NPNIO. KC and Finance to adjusCreclassify the 
charging of asset of similar nature from KC-AF to the respective or 
appropriate funds, as may be necessary: and 

• Require the Directors of NPNIO, KC and Finance to require the concerned 
FOs to enforce submission of the liquidation reports pursuant to COA 
Circular No. 2012-001. 

Loan Proceeds not utilized as intended /Erroneous charging of funds) 

• Require the Directors of NPNIO. KC and Finance to use the KC-AF-LP 
according to its intended use: 

• Require the Directors of NP\1O, KC and Finance to reimburse KC-AF-LP the 
above amount from the appropriate FAP funds: and 

• Require the Directors of NPNIO, KC and Finance to adjust reclassify the 
charging of expenses from KC-AF to the respective or appropriate funds, as 
may be necessary. 

Local Counterpart Contribution failed to reach the 80 percent performance 

• Direct the concerned DS\VD officials to verify and look into the 
Municipalities which do not comply with the provisions of the \IOA 
regarding the 30 percent LCC in the costs to ensure the sustainability and 
success of the KC projects: 

• Direct the concerned DS \ D officials to impose sanctions in case 
Municipalities continuously fail to comply with the abovementioned 
provisions: and 

• Direct the concerned DS\VD officials to improve the reporting system in the 
ebsite to include not only the committed sub-project costs but likewise the 

actual and detailed costs to reflect the efficiency of the project in attaining 
its goals. 

Delayed unimplernented not functional KALAHLUDSS sub-projects 

• Require the KALAHI-CIDSS Regional Monitoring Management Unit in 
coordination with the field personnel to fast track the completion of SPs: 
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• Adopt measures and institute feedback mechanism system to address the 
issues and concerns which hinder the timely completion of projects: and 

• Direct the ACT and BSPMC to immediately correct the defects/deficiencies 
noted and closely coordinate during planning and pre and post construction 

phases. 

B. DETAILED OBSERVATIONS AND RECOMMENDATIONS 

Funds not remitted to the National Treasury kept intact in the bank 

Dormant and unnecessary accounts amounting to P18.573 million were not remitted 

to the National Treasury, which may result in large immobilized cash in AGDBs 
which can be used to fund other government projects. 

6. Executive Order No. 431 dated May 30, 2005 requires the reversion to the 
National Treasury of all dormant accounts. unnecessary special and trust funds to the 
general fund and for other purposes. 

7. Sections 3.2 and 3.4 of the Permanent Committee Joint Circular No. 4-2012. 
dated September I I. 20!2. implementing E0 No. 431, define the dormant accounts as 
collections authorized H law to he deposited with an AGDB but have remained inactive 
for more than Ft\ e year and the unnecessac special and trust funds as authorized special 
and trust funds maintained H government agencies with AGDB but which are no longer 
necessary for the attainment of the purposes for which said funds were established i.e., 
specific projects/prourams. the implementation of which have been completed or 
abandoned. 

8. The account Cash in Bank. Local Currency Current Account (LCCA2 showed 
dormant and unnecessary bank accounts amounting to P18..573 million that were not 
remitted/deposited with the National Treasury. instead. they were deposited with 
Authorized Government Depository Banks (AGDB), as shown below, contrary to the 
foregoing rules and reuulations. 

 

Bank Account F Year 	Amount as of 
No. 	Opened 	1 213112 01 4 

Office 	 Description 

  

Dormant and Unnecessary Accounts  
03E0 	KC-Air-LP being operationally closed on May 31, 2014 	3122-1010-60 r  2011 	16.572 582 49  

9. The non-remittance of the dormant and unnecessary to the National Treasury 
resulted in large cash deposited in AGDB of the agency which could have been used for 
other projects of the government. 
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10. We recommended and the Secretary agreed to require the concerned DSWD 
officials to deposit immediately with the National Treasury the dormant and 
unnecessary bank accounts deposited with AGDB. 

Loan proceed/grants directly refunded to the IBRD/WB without DOF/BTr notification 

Special Accounts of KALAHI CIDSS: Additional Financing (AF) and AUS AID 
Grant showed withdrawals amounting to P114.062 million for the return of 
loan/grant proceeds by the DSWD-OSEC to the funding source banks, without 
notification to the BTr and the DOF, which may result in the non-adjustment of the 
National Government borrowings. 

11. Withdrawals totaling to PI 14.061.521.76 were made for the return of loan/grant 
proceeds as evidenced by DSWD letters to the Assistant Vice President of the LBP 
accompanied by duly filled-up and certified Application to Purchase Foreign Exchange. 
instead of a request for cancellation of the unwithdrawn amount of loan through 
Department of Finance (DOF) as the loan borrower representative and the Bureau of 
Treasury (BTr) for the control and service of the public debt, both foreign and domestic. 
to wit: 

Particulars 
Amount 

(8) (P) 

KC-AF-LP 

LOP Local Currency Current Account No. 3122-1010-60 peso fund 
withdrawals 	on 	September 	22. 	2014 	and 	October 	8. 	2014 
amounting to P5.913.769.35 and P141943.98. respectively. 

606].713.53 

LBP Foreign Currency Current Account No. 3124-0029-14 dollar 
fund withdrawal on Sept-ember 12. 2_014 

1.689,913.50 

Total !4C-AF-LP in Peso 74,681,512.34 6.061,713.33 

ACS AID GRANT —Co-financing for KC projects TF 11939 
LOP Foreign Currenc3 Current Account No. 3124-0061-70 dollar 
fund withdrawal on September 8.2_014 

735,354.98 

LBP Local Currency Current Account No. 3122-1022-45 peso 
withdrawal on September 15. 2014 

392.082.89 

Total AUS AID Grant in Peso 32,426,213.20 892.082.89 

Grand Total in Peso 114,061,521.76 

12. The DOF and the BTr were not informed of the said transactions and this was 
confirmed on May 8. 2015 by the BTr Accounting Service Director III in his response to 
the confirmation letter of this office dated April 20. 2015. According to the KC-AF-LP 
personnel. the. IBRD will automatically deduct the returned amount against the loan 
balance and after which a revised amortization shall be issued to the BTr as information 
to the government of the Philippines. 

13. The non-cancellation of the unwithdrawn amount of loan through DOF and BTr 
without the covering request may result in the non-adjustment of the National 
Government borrow-ings. 



14. 	We recommended and Management agreed to: (a) furnish the DOF and the 
BTr of the LBP bank debit memo pertaining to the return/refunds of loan/grant 
proceeds with the corresponding letters authorizing the withdrawal and deposit of 
the amount P6.953.796.22 and 52.425.268.48 to W achovia Bank NA. New York. of 
the IBRD: and (b) stop the practice of direct refund'return of loan/grant balances. 
for future transactions of the same nature, instead request for cancellation of the 
unw ithdrawn amount of loan/grant through DOF/BTr. 

Recording errors/omissions resulting in misstatement of Cash in Bank balances 

The unrecorded unutilized project fund balances of P4.055 million returned by 
various barangays in OSEC. understated the account Cash in Bank, LCCA and 
correspondingly overstated the accounts Expense/Accumulated Surplus/Welled). 

Some commun it).-beneficiaries of the projects returned the unused balances of rite 
funds that Mere granted them by depositing in the DSWD-KALAHI-CIDSS-MCC and 

DSVCD-KALAHI-CIDSS-.AF accounts of the DS\VD-OSEC with the Development Bank 

of the Philippines. ho\A e er. the copy of the transfer notice or deposit slip. as required 

under item 1.6 of the Community Finance Manual K.ALAHI-CIDDS Project, 'Acre not 

forwarded to the DS WD-CO thru the DSWD-FO for reference and use in the monitoring 

and reconciliation of balances of the Current Account. As of December 31. 2014 the 

deposits amounted to P4.055.398.39. of Which P4.039.309.89 pertains to current sear and 

P16.088.50 pertains to prior vears. 

16. 	Hie unrecorded unutilized project fund balances of 	055.39.8.3i returned H 

various barana s in USEC. understated the account Cush in Bank. LCCii 
P4.055.398.39 and 	correspondingly overstated the accounts EVI2C11SC 4CC1077 [11 

SIMPIUS 

I7. 	We recommended and the Secretary agreed to require the FOs to forward to 
the DSWD-CO the transfer notice or deposit slip for reference and use in the 
monitoring and reconciliation of balances of the Current Account. 

Unsupported payment of transactions 

Lapses in the processing of claims and weaknesses in the fund disbursement system 
permitted the payments of transactions which were supported with insufficient and 
improper documents. 

18. Section 4. paragraph (6) of P.D. 1445 pros ides that 'Claims againq 	ernom a 
_timely snail be supported It ith complete documentation 

19. OSEC did not observe strictly the abo‘e said reculations. hence. the unauthorized 

and unsupported payments of transactions: 
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• Expenditures in the utilization of KALAHI-Additional Financing under KC-AF 
Loan No. 7959 funded by the World Bank,/ International Bank for Reconstruction 
and Development (IBRD), for administrative costs of other Foreign Assisted 
Projects amounting to X1.967.001. 76 is not in accord with DBM-COA-DOF Joint 
Circular No. 2-97 and were not included in the Work and Financial Plan (WFP) 
covering January I to May 31. 2014, thus resulting on overcharging and 
undercharging of expenses out of the KC-AF-LP and said FAPs. respectively. 

• Transfer of fund for community grants to Provincial Local Government Unit 
(PLGU) Community Driven Development Projects amounting to 
P157.599.999.86 was not in accord with the Operations Manual of KALARI-
CIDSS (KC) and not included in the WEI) covering January to May 31. 2014. 

20. Section 4.0 of COA Circular No. 2012 	003 dated October 29. 2012 prescribing 
the updated guidelines for the prevention and disallowance of irregular. unnecessary, 
extravagant and unconscionable expenditures. defines -unnecessary expenditures" as 
those which could not pass the test of prudence or the diligence of a good father of a 
family, thereby denoting non-responsiveness to the exigencies of the service. This would 
also include incurrence of expenditure not dictated by the demands of good government 
and those the utility of which cannot be ascertained at a specific time. 

21. The non-observance of the existing rules and reculations on payments resulted or 
r.-.tsult. in the Sii,:nensinn Tic] or di,2,110‘., of 	of the tanqactiom: 

We recommended and the Secretary agreed to direct the: 

a. KC NPAIO and Finance to (a) use the KC-AF-LP according to its intended 
use; (b) reimburse KC-AF-LP the above amount from the appropriate FAP 
funds; and (c)adjust/reclassify the charging of expenses from KC-AF to the 
respective or appropriate funds, as may be necessary; and 

b. concerned officials to be more prudent in its procurement activities especially 
during disaster relief operations, determine the real need before purchasing 
and ensure that only those that are extremely necessary will be procured. 

B. Value for Money Audit .  

Local Counterpart Contribution failed to reach the 80 percent performance indicator 

The 80 percent performance indicator target of municipalities that will provide 
KALAHI-CIDSS Additional Financing and KALAHI-C(DSS-MCC of 30 percent 
LGli Counterpart Commitment in 2014 was not attained, which resulted in the non-
funding of other SPs of the community and limit the number of beneficiaries who 
could have availed of the benefits due from the program. 
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23. Component 2 on Capacity Building and Implementation Support of the KALAHI-
C[DSS Operations Manual showed a Performance Indicator that 80 percent of 
municipalities provide their KALAFIE-CIDSS Additional Financing (AF) LOU 
Counterpart Commitment (LCC) based on their delivery plan. 

24. Under the Community Based Infrastructure Manual of KC "xxx ... the minimum 

local counterpart contribution (La') must reach 30% of the Total Estimated Project 

Cost. This is in compliance with the Hemorcznchen of Agreement signed by the 

municipality and the Department." 

25. The Memorandum of Agreement (MOA) provides the sanction in case of non-
compliance of violation by the municipality of any of the provisions of the MOA as 
determined by the DSWD after an investizzation. The sanction includes. among others. 
the exclusion or the LOU to the next cycle or KC projects. 

26. The Physical and Financial Report provided by the KC Monitoring Evaluation as 
of December 31. 2014 revealed that 47 our of 77 municipalities covered by: the KC SP in 
2014 failed to meet the committed share of 30 percent of the costs of the KC sub-projects 
(SPs). as follows: 

I 

Fund 
No. of SPs 
completed 
in CY 2014 

Required 30% of 
Approved Project 

Cost-LCC 
Actual LCC 	1

1 
undelivered LCC 

 

Amount of 

KC-L. = 52 	 24 085 583 05 12 ,3.2 1-1 7J 	I 2 J 4 :' 4 	:.,,z 
15.477 973 13 	35 555.79.7 	 91a '82 29 

123 
	

TC 56.3 EE':. '3 	5' EEE 9,32 57 ! 	'3 9E7 50071.  

Only 30 or only 38.96 percent of the total municipalities covered by the KC AF 
areas met the 30 percent LCC share. This resulted in the non-funding of other SPs of the 
municipalities:community and the limited the number of beneficiaries who could have 
availed of the benefits due from the program. as follovvs: 

Region 
KC-AF (No. of 

Mun.) 
KC-MCC (No. of 

SPs) 

   

3 
10 

57'  
2 

3 
1  
5 

X 
XI 	I 	2 

I XII 	 1  

I CARAGA 	7 
'Forty nine barangays of Cararcar Carnet nes Sur with :o 
downloaded community grants in 2011  

IVB 

IV 

VI  

VII  

VIII  
IX 

1 
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Further. the Accomplishment Report posted in the DSWD website does not show 

the cost sharing scheme. which comprise the community grants from KC-AF and local 

counterpart contribution from La's. The report only showed the KC total project 

amount and did not mention that 86.67 and 54.84 percent of the KC-AF and MCC. 

respectively were not fully funded as some municipalities failed to meet the 30 percent 

commitment share, which does not provide informative data for decision making by 

stakeholders. 

19. 	Moreover. sanctions provided in the MOA had not been imposed on the 

Municipalities which did not provide the required counterpart. 

Management commented that based on the World Bank Implementation 

Completion and Results Report. the KC-AF Project has exceeded the intermediate 

outcome indicator of municipalities that pro \Ade LCC based on their plan having an 

actual achievement of 87 percent against target of 80 percent. In the case of KC MCC. 

die actual LCC delivered over the communit grant funds released is already at 35 

percent. The non-funding of other sub-projects is the result of the participatory resource 

allocation at the municipal level or Municipal Inter-Barangav Forum where all delegates 

decide and rank proposals based on the agreed criteria. 

3 I . 	However. the reported W odd Bank Implementation Completion and Results 

Reports. which was used as basis of computation  were not submitted for verification and 
validation. 

We recommended and the Secretary agreed to direct the concerned DSWD 
officials to: 

a) verify and look into the Municipalities which do not comply with the 
provisions of the MOA regarding the 30 percent LEE in the costs to ensure 
the sustainability and success of the KC projects; 

b) impose sanctions in case Municipalities continuously fail to comply with the 
abovementioned provisions; and 

c) improve the reporting system in the website to include not only the 
committed sub-project costs but likewise the actual and detailed costs to 
reflect the efficiency of the project in attaining its goals. 

33. 	Management will comply in the future that LCC data should be included in the 

reporting system in the KC website. 

Delayeit'unim,olemented/not functional IC4 L.4 HI-C IDSS sub-projects 

Out of 1.404 prioritized SPs in FOs CAR, V and VI amounting to P1,319.726 
million, only 470 or 33.47 percent were completed, with project costs of P353.693 
million. Moreover, the completed 51 SPs amounting to P58.44 million were either 
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202.567.84 

not functional or slith various deficiencies/defects, thus, limiting the access to basic 
social services, infrastructures as well as other benefits due the communities. 

34. One of the objectives of the KALARI-CIDSS is empowerment there the 
communities are given authority to plan. control, and make financial decisions during. 
sub-project (SP) implementation. As such. they are primarily responsible in making sure 
that SPs are attained and that there is proper accountability_ 

35. The Regional Consolidated Physical and Financial Status of Approved Sub-
Projects for the different funding sources:modalities. as of December 31, 2014 disclosed 
the following: 

Status ' Prioritized Completed On•going Nct yet Started 

Funding 
Source/ 

FO 

No.  
of SP 

Project Cost 
No. 

of SP 	; 
Project Cost 

No. 
of SP 

Project Cost 
No. 	I 

I 	of SP 
Project Cost 

MMC 

269  321333 093 33 a23 529 15, 3 927 4222 2 EE 

12 Tii.1 511 73 'EC 2E7 2'2 332 75 4,3c 35.5 334 37 34 395 414 EC 

239 321 551.555 75 3 '3 570 931  93 173 527 53638 943364793 

36,0563l3/ 920 1 -053 129 139 78 	I 210 256 337 120 35 698 205 329 92 245 106 266 312 52 

PAMANA 

'9 260 	I 96 3 56  35 97 63; 276.98 207 13 230 00'0 00 

Aus-Aid 

.15 	BT - 	3 7.3 1:1 

464 

13 32 

'rota; 1404 1 319 725.697 33 470 353 693.193.47 820.341,291.82 470 145 191.207.04 

Details of implementation and status of the projects are presented below: 

Office 	 Remarks 

CAR 	The 14 SPs of the FO CAR in Barangays of Besaa Mt. Province were not yet 
implemented as of December 31. 2014 due to the delay in the transfers of community 
grants balances. Further!  there were 25 completed SPs out of 37 that were actually : 
one hundred percent completed as of December 31, 2014 out of the advanced funds 
or construction materials credited by the communities but whose funds were still not 

• fully transferred to the communities with an aggregate total of P3.327.202.23. as • 
follows: 

Modaiity/Municipality. Province. 	Balance of Funding sSJ! 
Barangay 
	

for release 
Guaranteed Area 

Corner Abayac 
	

594 986 26 
Pasil '<aft:pa 
	

1.329.415.14 
glaya Ka. rga 

Randomly Selected Area 
Bucay. Abra 

Sudo°. Abra 
	

34228.22 

10 



Office 	 Remarks 
Sallapadar.. Abra 	 78.520,24  

Replacement Area 
Matron; Apra 	492.942.98 

-oral 	 3 327.202.23 

The delay was caused by the following factors: 

• Unsubmitted required documents by the local communities; 
• For the unimplemented SP, the concerned barangay communities have not 

completed their liquidation documents; 
• For SPs already 100% completed. the concerned communities did not submit 

all the documents required for the last tranche of funds: 

Thus. the delay was indicative of negligence on the part of the project monitoring team 
in the field who are to closely monitor and assist the completion of docurrentatior.  

Fun V 
	

There was an average delay of 86.25 days of the 420 completed SPs from the actual 
completion to the planneditargeted dates Likewise an average delay of 317.74 days 
elapsed of on-going SPs from the target dates of completion up to December 31. 
2014, was noted consequently delaying the immediate access and benefits that could 
have been derived by the beneficiaries and communities from these projects. 

On.the 239 SEs still on-going as of Dec. 31, 2014. Management commented that 
there is an additional 130 SPs completed as of March 1. 2015 and another 69 ' 
expected to be completed this April and the rest by May 2015. Actual project 
impiementations of 392 SPs with total project cost of ;395 168.338.17 has not 
started yet despite 	download 	of 	funds amounting to p101.800.308.11 to the 
respective BSPMC accounts:  however. Management commented that all of them are 
already on-going as of this time with expected completion dates rot later than October 
2015 

The delays were caused by the following factors: 
• inadequate monitoring and supervision of the project implementations by both 

the Teams and BSPMCs: 
• Delayed release of Local Contribution Counterparts; 
• Weather condition; 	 • 
• Delayed download/release of funds because of inadequate and improper l 

documentation/reports submitted; and 
• insufficient supply of labor and materials.  



Tabgon. Caramoan 
! Construction of 
. 

Guljalo Caramoan 	
Water System 

 

San Rcobe Carantoac 

Office Remarks 

FO VI 	The status of implementation of the 239 SPs at FO VI were further explained as 
follows: 

No. 	of 	Prioritized 	Grant 
Year 	Status 	 Project 	 Downloaded 

2013 Not Completed 69 83.158.42424 

Subtotal 69 83:58.420  24 

2014 Completed 13 13.5c0 84-.43 

Not Completed 93 90.369112.14 

Nct Yet Started 60 34.463477.94 

Subtotal 170 138.403434.51 

Total 239 224.561.858 75 

The causes t; the delay were due to the following, 
• Responsiveness of contractors and suppliers to engage in community 

subprojects in geographically isolated barangays. 
• Some SEs are affected by Typhoon Ruby in the last quarter of CY 2014 
• Delays in the preparation and request of funds of community 

As of March 30, 2015 the regional accomplishment is 52.54% which shows an 
improvement from 42.07% as of December 31. 2014. 

On some of the delays. the RP1‘,10 are making strategles to hasten the completion of 
on-going sub protects and will continue to strictly monitor and provide technical 
assistance to community and LGJ tc ensure completion of their request of fund 
release 

▪ Based on [be foregoing. there is a delay in the completion of the oP sub-projects 
started in CY 2013 and the 157 prioritized projects in CY 2014 or a total of 226 SPs vv ere 
not completedMot started. thus, the intended beneficiaries were not able to access timely 
the basic social and infrastructure services which they need. 

38. 	Moreover. validation and inspection of 31 of the 80 SPs in FO V reported as 100 
percent completed for the mo (2) fundina sources modalities v,ith total project costs of 
P34,056.676:0 disclosed that the\ were either non-functional operational or with 
defects, deficiencies. as follows: 

Location at Camarines 
Sub-Project 	Project Cost 

Sur Province 
Deficiencies 

.1  
No potable water: ich!crlratcr nor- 

1,250.392.00 
	functional due to ro electric connection: 

and no water during summer season  
! Not potable water during rainy season & 

1.333.360.00 : 
no water during dri season 
Non-funotiona: chlorinator due to 

855 32100  
de.feotive wmng  
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Location at Camarines 
Sur Province 

Sub-Project - Project Cost Deficiencies 

E,ikal. Caramoan 
Construction:Exten- 
sion of wharf 1.727 4:0 CC 

Construction is still on-goibg: cost 
underestimation 

11!ambi,lo Viejo 
Libotraron 

Mechanical Dryer 1.557 254 50 Not functiorai: calay not well dried 

Biong Cabusao 
Improvement of 
Water System 913 42615 

Not functional. no flcvng water. 

Sta. Lutgarda. Cabusao 
Construction of 
9atanian B'dg. w1 
sewing machines 

875.199.00 
Not functional: community organization 
not yet established 

Total 8.515,381.95 	I 

59. 	Validation of KC projects also shouted that 20 KC deficient SPs implemented at 
FOs V and I V13 amounting to P24.?,94.640.80. The deficiencies noted were as follows: 

• Pathways with scoured shoulder. thickness only measure 0.15 m and 
constructed along the municipal road. shorter construction: concreting of 
patIkt a% of various streets including mo stations in a private proper:  

• Shorter re-gray el led roads: 

• Comfort Rooms inside the classrooms - main door \f‘ ith mirror cracks. no 
doorknobs. lavatory detached: toilet bok I not flushing: 

• Classrooms with not functioning outlet. unpainted roof and KALAHI 
marking-not included in the Program of Work. chairs damaged by 
mites, boichols: 

▪ , ffi Ci.LD id tip-rup are pipe! 3 	LeF ilo`.A7 lU lhe resider:Hai area ciuri 

raining season: and 

• 1 he street I iThts.  distance hem een posts is only 12 meters not in 

accordance with standard distance of 20 meters. 

40. fhe defects deficiencies hate been caused H inadequate planning. monitoring 
and super\ Hon H the Team assigned in the area. thus. endangers the non-attainment of 
major component of the program which is the project development and pros ision of 
assistance to community projects which further limit the access to basic social services. 
infrastructures as \tell as other benefits due them. 

41. We recommended and the Secretary agreed to: 

a) require the KALAHI-CIDSS Regional Monitoring Management Unit in 
coordination with the field personnel to fast track the completion of SPs: 

h) adopt measures and institute feedback mechanism system to address the 
issues and concerns which hinder the timely completion of projects; and 

ci direct the ACT and BSPMC to immediately correct the defects/deficiencies 
noted and closely coordinate during planning and pre and post 
construction phases. 
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42. 	Management commented that the total number of completed SPs increased by 473 

making the total to 962 from the 489 as of December 2014. The 454 SPs that hake not 

yet started have been substantially decreased to 139. Of the 139 SPs. 51 are PA \1.AN.A 

kkhich implementation is temporarily suspended. The remaining 88 are SPs under \ICC 

hich procurement processes and other pre-implementation activities have just been 

completed and implementation will commence bk June 2015. Referring to the 31 SPs. the 

follokking comments are as follokks: 

• The 7 SPs observed to be non-functional non-operational, some kkere 

actually functional but on a limited capacity to on-going minor works 

being done under defects liability clause of the contract. Others hake 

been applied kk ith mitigating controls. 

• The 14 SPs obsemed to be defects and deliciences. those kk ith minor 

defects have been referred to the operations and maintenance groups and 

halo hen acted upon. This is the object of the close monitoring included 

in the \A orkloads of the field staffs. While some kkere not actually defects 

and or deficiencies hut mere modifications from the original physical 

targets due to various reasons. 

• The 9 SPs with incomplete documentation for reporting and monitoring. 
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hake already submitted the Sub-Project Completion Reports: are still 

for completion due to ongoing closing of accounts and. or completion of 

additional kkorks while I is for reconstruction because it kkas 

inadvertently misplaced. 

• The SP kk ith c \cessik e. materials kk. as actual 	due to the variance of th.,2 

survek output as against the actual construction size. Some sections in 

the plan \Acre relocated due to social safeguards issues.  

C. STATUS OF IMPLEMENTATION OF PRIOR YEARS' AUDIT 
RECOMMENDATIONS 

	

43. 	We made a follokk -up on the action taken hy management to implement 

recommendations of prior years and noted the follokking: 

Status of Implementation 	No. of Recommendations 
Fully Implemented 	 10 

Partially Implemented 	9 

Not Implemented 

44. 	The results of the validation of implementation of prior year's recommendations 
are presented in Annex I. 
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D. ACKNOWLEDGEMENT 

	

48. 	We wish to express our appreciation to the Management and staff of Department 
of Social Welfare and Development for the cooperation and assistance extended to our 
audit team during the audit. 

	

.49. 	We request a status report on the action taken on the audit recommendations 
within 60 days from the date of receipt hereof pursuant to Section 88. General Provisions 
of the General Appropriations Act FY 2014 using the attached Agency Action Plan and 
Status of Implementation (Annex J). 

Very truly yours. 

\IARIBETH2 
1AV 

F E JESUS 
Supervising Auditor 
DSWDiciit Gr 

:c Tic C uster D'reclor 

Annexes: 

A— Independent Auditor's Report 
B — Statement of Management Responsibility on the Financial Statements 
C— Statement of Financial Position 
D— Statement of Financial Performance 
E — Statement of Cash Flows 
F — Statement of Changes in Net Assets:Equity 
G - Notes to Financial Statements 

Matrix of Effect on the Financial Statements of the Accounting 
Errors and Deficiencies 

- Results of the Validation of Implementation of Prior Years' Audit 
Recommendations 

J - Agency Action Plan and Status of Implementation 
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Republic of the Philippines 

Commission on Audit 
Commonwealth Avenue, Quezon City 

Annex A 

INDEPENDENT AUDITOR'S REPORT 

The Department Secretary 

Department of Social Welfare and Development 

Batasan Hills. Quezon City 

We have audited the accompanying financial statements of Kapit-i bisig Laban sa 

Kahirapar. — Comprehensive and Integrated Delivery of Social Services: Additional 

Financing. \\ hich  comprise the statement of financial position as at December 3 I. 2014. and 

the statement of financial performance. statement of cash tlmys and statement of changes in • 

net assets. equity for the year then ended. and a summary of significant accounting policies 

and other explanatory information. 

Management Respinv,ibilkt for the Financial SHICIllent) 

Management is responsible for the preparation and fair presentation of these financial 

statements in aidcordadce vi.ith Philippine Public Sector Accounting Standards. and for such 

internal coiitrol as management determines is necessary to enable the preparation of 

financial statements that are free from material mkstatement. \shether due to fraud or error. 

s Re monvi 

Our responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance w ith Philippine Public Sector Standards in Auditing. 

Those standards require that we comply with ethical requirements and plan and perform the 

audit to obtain reasonable assurance about whether the financial statements are free from 

material misstatement. 

An audit invokes performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements. The procedures selected depend on the auditor's 

judgement. including the assessment of the risks of material misstatement of the financial 

statements. v hether due to fraud or error. In making those risk assessments. the auditor 

considers internal control relevant to the entity's preparation and fair presentation of the 

financial statements in order to design audit procedures that are appropriate in the 

circumstances. but not far the purpose of expressing an opinion on the effectiveness of the 

entity's internal control. An audit also includes evaluating the appropriateness of accounting 

policies used and the reasonableness of accounting estimates made by management. as well 

as evaluating the overall presentation of the financial statements. 
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e believe that the audit evidence we have obtained is sufficient and appropriate to provide 

a basis for our audit opinion. 

Bast ,  for Ozeab tie,/ 01,in ion 

As discussed in the Observations and Recommendations of this report. there were 
accounting error amounting to P4.055.398.39 and deficiency of PI59.567.001.62 observed 
which affected the fair presentation of the FSs as shown on Annex H. 

OuctliPecl Opinion 

In our opinion. except for the effects on the financial statements of the matter referred to in 
the preceding paragraph. the financial statements present laid). in all material respects the 
financial position of the Kapit-bisig Laban sa Kahirapan — Comprehensive and 
Integrated Deliver of Social Services: Additional Financing and of its financial 
performance. statement of cash flows and statement of net assets ectuiity for the \ ear then 
ended in accordance with Philippine Public Sector Accounting Standards. 

COMMISSION ON AUDIT 

„t:1 flu....- 
NIARIEFTH F. DE .HTSUS 

taste Auditor V 
ti,Upert. !SUL! 	UditiV 

I. '015 
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Republic of the Philippines 
Department of Social Welfare and Development 

iBP Road, Batasan Parnbansa Complex. Constitution Hills, Quezon City 1126 
Telephone Nos. (623) 931-8101 to 07; Telefax (632) 931-8191 

osemd;dswd.gov.oh 
Website: litiplwhy.dsvd.gov.ph  

    

STATEMENT OF MANAGEMENT'S RESPONSIBILITY 
FOR FINANCIAL STATEMENTS 

KOLAH! CIDSS — KKB Project Loan No. 79S9 PH 

The manaoement of Department of Social Welfare and 
Development is responsible for all information and representations 
contained in the accompanying Statement of Financial Position as of 
December 31, 2014 and the related Statement of Financial 
Performance, Statement of Cash Flows, Statement of Comparison of 
Budget and Actual Amounts, Statement of Changes in Net 
Assets/Equity and the Notes to Financial Statements for the year then 
ended. The financial statements have been prepared in conformity with 
the Philippine Public Sector Accounting Standards and generally 
accepted state accounting principles, and reflect amounts that are 
based on the best estimates and informed judgment of management 
,,vith an appropriate consideration to materiality. 

tnis 	nnanacement maintains a system of accounting 
a -rh !-srocOinc. 	provides for the necessary internal controls to 
ensure that transactions are properly authorized and recorded. assets 
are safeciud,rded agaid.st unauthorized use or disposition and liabilities 
are recognized. 

i / 	 '/1/24/1/11,0 Ili 

DESEREEb. FAJARDO 	 yy(Eo O. MONTANO 
D:rector, Financial Management Service 	Undersecretary. GASSG 

m,i1,./ 'i 	2iA ..  

Date Signed 	 Date Signed r 



Annex-  C 
Department of Social Welfare and Development 

Consolidated KALAHI-CIDSS-AF 
Statement of Financial Position 

As of Decent:ter 31 2014 
2014 

ASSETS 
Current Assets 
Cash and Cash Equivalents 	 25280.227.68 
Receivables 	 149.274.846.48 
Inventories 	 7.308.380.31  
Total Current Assets 	 181.863.954.47  
Non Current Assets 
;racer)/ R'art are Esuipment 	 34 T74 51' 92 
Biciogical -sse:s 
.ntanglbte 'Assets 	 367.215.73 
Other Assets 	 1.900 346.58  
Total Non-Current Assets 	 37.042.374.23 
Total Assets 	 218,906,323.70 

LIABILITIES 
Current Liabilities 
Elrarbtai 
inter-Agency Payables 
Intra-Agency Payables 
Trust _Abilities 
Deferred Credits/Unearned income 
Other Payables 
Total Ciirr=nt I inkilitles 
Non- Current Liabilities 

nancral ustilltes 
:rot/lac-a 
Defer-co Crectts.'inearnec lrcorne 
Trust _labilitles 
Total Non- Current Liabilities 
Total Liabilities 

NET ASSETSIEQUITY 
Accumulated Surplus/(Deficit) 
Total Net Assets/Equity 
Total Liabilities and Net Assets/Equity 

1 375.388 52 
3'93 75j 
_.395 80 

9 908 70 
1 175 389 68 

nex. :=PQ 34 

2.995.689.04 

215.910,639E6 
215.910830766 
218,906.328.70 
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Annex D 

Department of Social Welfare and Development 
Consolidated KALAHI-CIDSS-AF 

Statement of Financial Performance 
For the period ending December 31. 2011 

Revenue 
Service and Ebainess income 

Total Revenue 	. 
less: Current Operatirc Expenses 
Personnel Services 

19 324 19 
49,024.49 

17.888 98 
Maintenance and Other Operating Expenses 89 900 928.83 
Financial Expenses 459.92 
Capital Outlays 7.429 206 97 

Current Operating Expenses 97,348,482.70 
Surplusi(Deficit) from Current Operations (97,299,458.21) 

Net Financial kssitance/Subsidy 139 219 185 28 
3ains 
_asses i.505.242 570 

Surplus(Deficit) for the period 41.433,484.48 
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Annex E 

49 
DEPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT 

CONSOLIDATED STATEMENT OF CASH FLOWS 
KALAHI: CIDSS • KC - ADDITIONAL FINANCING 

FOR THE YEAR ENDED DECEMBER 31. 2014 
2014 

Cash Rows From Operating Activities 
Cash Inflows 

Receipt of Notice of Cash Allocation 	 432,992,146.82 
OcIlectIon of Income,Revenues 	 73,521.04 
Receipt of Assistance and Subsidy from Other NOAs. Las and GOCCs 	69,497,778.76 
Collection of Receivables 	 40,861.44 
Receipt of Inter-Agency Fund Transfers 	 259,591.63 
Receipt of Trust Liabilities 
Other Receipts 	 14.559,907.77 
A,djustments 	 8.523.014.89 

Total Cash. Inflows 	 523.946.822.35  
Cash Outflows 

Replenishment of Negotiated MDS Checks (for BTr) 
Remittance to National Treasury 	 62.802.24 
Payment of Expenses 	 180.951.609.96 
Purchase of Inventories 	 820.770.84 
Grant of Cash Advances 	 614,853.42 
Payment of Accounts Payables 	 2,572,478.88 
Remittance of Personnel Benefit Contributions and Mandatory Deductions 	5.103,375.96 
Grant of Financial Assistance•Sitsdy 	 473 591 1;1 i5 
Release of inter-Agency Fu-d Transfers 	 216 2 41.'5 
Re .ease of Intl-Agency F...re Transfers 
Other Disoursements 	 105.610,961.68 
Reversal of Unutiiized NCA 	 14,001.87 
Adjustments 	 15.463.626.82  

Total Cash Outflows 	 715.021.786.57 
Cash Provided by (Used in) Operating Activities 	 (191.074.964.22) 
Cash Flows from Investing Activities 
Cash Inflows 
Total Cash Inflows 
Cash Outflows 

Purchase:Construction of Investment Property 
Purchase.Construction of Property. Plant and Equipment 	 801.684.19 

Total Cash Curlews 	 801.684.19 
Cash Provided By (Used In) Investing Activities 	 (801.684.19) 
Cash Flows From Financing Activities 
Cash Inflows 
Total Cash Inflows 
Cash Outflows 
Total Cash Outflows 
Cash Provided By (Used In) Financing Activities 
Effects of Exchange Rate Changes on Cash and Cash Equivalents 
Total Cash Provided by Operating, Investing and Financing Activities 	 1191.876.648.411  
Add: Cash Balance. Beginning January 1. 2014 	 217.156 876.09  
Cash Balance. Ending December 31. 2014 	 25.280.227.68 
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Annex F 

DEPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT 
Statement of Changes in Net Assets/Equity 
Consolidated Central and Regional Offices 

KALAHI: CIDSS - KC - ADDITIONAL FINANCING 
For the Year Ended December 31, 2014 

2014 

Balance at December 31, 2013 

Changes in Accounting Policy 

Restated Balance 
Changes 'n Net Assets. Equity 'or 2013 

Adjustment of net revenue recognized directly in net assets:equity 

Surolidsi(Deficit) for the period 

Total recognized revenue and expense for the period 

Balance at December 31. 2014 carried forward 

310,198,369 40 

310.198.369.40 

35.72' .214.221 

41 433 484 48  

(94 287,729 74)  

215.910,639.66 



Closing Date (Original) 
Closing Date (Revised) 
Grace Period 

30 June 2009 
: I 31 May 2011 

8 YEARS 

31 May 2014 

10 YEARS 

Annex G 

NOTES TO FINANCIAL STATEMENTS 
Fund 102- KALAHI-CIDSS 

CV 2014 

1. General information 

Department of Social Welfare and Development - Kapit-Bisig Laban sa 
Kahirapan-Comprehensive and Integrated Delivery of Social Services — Additional 
Financing 

Laban sa Kahirapan 	Comprehensive Integrated Delivery of Social 

Services (K.ALAHI-CIDSS) is a community driven development project, where 

communities are trained. toeether xvith their local governments, both at the barangay and the 

municipal levels. to choose. design and implement sun-projects that are intended to address 

their most pressing needs. Its objective is to empovver local communities through improved 

participation in local governance and involvement in the design and implementation of 

poverty reduction projects. Specifically, the project aims to: (i) Increase the confidence of 

households to participate in community activities and organizations: (ii) Improve the 

effectiveness of community oraanization and sub-project beneficiary croups; (iii) Improve 

community links to local service providers resource groups (vertical social capital): (iv) 

Improve women and [P's participation in community affairs; and (v) Sustain local 

application of KC PTAS processes within the reoular 

Loan Data 

Description 
Project Title 

Loan No. 7147-PH Loan No. 7959-PH 
' Kapit-Bisig Laban sa Kahirapan-Comprehensive 

and Intecrated Delivery of Social Sen/ices: 
Kacargyarittan at Kauniaran sa Barangay 
(KALAHI-CIDSS: KKE7: 

KALAHI-CIDSS Additional Financing • 
(kCAF Project) 

Executing Agency 	: 	Department of Social Welfare and Development Department of Social Viteifare and 
I Development 

Loan Account 31c 	 7147-PH • 7959-PH 
Creditor 
Funding Source 

 

Republic cf the Philippines 
World 	Bark' 	litter-national 	Bank 	for 
Reconstruction and Development ilERD: Loan 

Recublic of the Philippines  
'World Bank: International Bank for 
Reconstruction and Development 
(IBRD) Loan 

 

I Amount of Loan 5100,000.000.00 I S59,124.000.00 
Effectivity Date • : 07 October 2002 24 February 2011 

  

Loan Agreement Signing 
Date 

07 October 2002 ' 03 December 2010 

Completion Date iOriginai) 31 December 2008 

Total Project cost LiSS182 LISS1314 82 r-:. 0n 

   

Recayment Period 
GOP Counterpart 

20 YEARS 25 YEARS  
IJSS82 million USS45 70 million 



Project Components 

Components 
Output 	 Cost 

Indicators 	 PM 

1 	Capacity Building and 
Implementation Support 
and Project Management 

Percentage of barangays with community 

development plans prepared in accordance with the 

KC participatory process 

382 I 	• 

• 
Percentage of La's satisfactorily implement their 

Participatory, Transparency and Accountability (PTA) 

Integration Plans in accordance with the KALAHI- 

CIDSS Memorandum o' Agreement (MCA:. and 

comittiCted to sttstarMC tha 	Th±. as cac of heir 

sustainability plans 

Percentage of barangays with some citizens, other 

than public offcials 	who participate in regular 

munir,ipal-:eves KO resource a:location forum 

Percentage of MT municipaities have estatilsned 

expanded MDCs for broader consultation with civil 

society representatives to obtain inputs for the 

• 

Municipal Devi`, Plans 

Percentage of MLGuls provide technical assistance • 

KOAF sub-project preparation, implementation and 

monitoring based on MCA 

Percen:age 	7:C7pin:fp:ties or: 	de their KOAF _ccai • 

80% 

85% 

80% 

Target at end of 
Project 
Original 

80% 

Sourteroar: Ecctricutions :2CE tEiSe.i On :her _0 0 

delivery plan 

Percentage of registered grievances satisfactorily 
	 • 	80% 

resolved in line with the KO GRS 

Grants for Community Lb- • 
Projects 

Percentage cf barangays :hat have completed training 	2.412 

on PEA. planning. project devil and M&E 

Percentage of barangays that have compieted 

specific training on sub-project management, and 

implementation 

Percentage of KC PSI priorities Vide:: from non -KC 
sources 

Percentage of completed KCAF sub-projects 

implemented in compliance with technical plays and 

within schedule and budget 

Percentage of completed KCAF sub-projects meet 

basic financial standards based or approved Finance 

and Administration Eat-Manual 

Percentage or competed KOAF sub-projects have 

sustainability rating of satisfactory or better 

80% (3.200 out 
of :he 4.000 to 
be covered) 
40% (1,.600 out 
of 4 000 to be 
covered) 
10% 

85% 

• 8588 

• .35% 
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Financial Highlight 

The Loan Agreement for KALAHI Additional Financing states that the fund shall 
finance the tbllo 	ing projects. expenses: 

Amount in US S 

ProjectlExpense 
Categories 

LN No. 7959 Revised* 

Grants 	t 50 900 300 50 386 000 86.09n; 
'Goods Oust:tants Services 
and Incremental 'Operating Cost 1 8.076 190 8.890,190, 13.66 7.1 

lFront Erd Fees 147 810 147 810 0.25% 

oral Pfolect Cost 5E 1246n0 59 124.000'! 
-Baal -Raal[annern. ofaliocaition I SD 814.000 fr )r- Grants to Good., Ccnsu]tano IOG 
y.G:h !otter to DOE dt I I2 P8 1 8 ) 

Hove ever. the following funding sources for the KALAHLCIDSS projects are the 
folio 

.Amount in Philippine Peso (Php) 

Particulars 
	

LN No. 7959 
Loan Proceeds (LP1 from World Bank 

	
2.800.168.800'1 	80.53% 

GOP Cotntenoart 
	

376.97 278' 
	

19.47% 

As of December 31. 2014 utilized loan proceeds from the additional financing is 
USS57.293.091.83 or 96.90°tt leavinu USS 1.830.908.17 unutilized loan proceeds. 

PROJECT CATEGORY ALLOCATION UTILIZED 
DISBURSEMENT 

RATE 
UN UTILIZED 

GRPNTS 50.088.000 00 -8.72654810 97% .3E9 451 90 

GOODS/CONSULTANCY/IOC 8 890.190-00 	1 8,418.733 73 95% 471.456 27 
FRONT END FEE 147,810.00 	l 147,810 00 11 100% 
TOTAL PROJECT COST 59.124,000.00 57,293,091.83 	' 97% 1.830,908.17 
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7. Statement of compliance and basis of preparation 

2.1. The consolidated financial statements of the DSWD have been prepared in 
accordance with generally accepted government accounting principles and 
pertinent laws. rules and regulations and comply with the Philippine Public Sector 
Accounting Standards (PPSAS). 

2.2  Accounts were converted to conform to the Revised Chart of Accounts (RCA) for 
National Go‘ernment Agencies under Commission on Audit Circular No. 2012'-
002 gated January 30. 2013. 

2.3 included in this Financial Statements of the Department are the transactions of the 
different Fund Clusters. as an amendment to the VACS in the recording-  of 
transactions. such as follows: 

• 01 Regular Agency Fund — covering. the annual authorizations for incurring 
obligations during the specified budget year, as listed in the GAA 

• 02 Foreign Assisted Projects Fund — covering the appropriations for loan as 
listed in the GAA 

• 03 Special Account - Local Fund,Domestic Grants Fund — covering the 
authorizations for domestic grant funds 

• 04 Special Account - Foreion Account/Foreign Grants Fund - covering the 
authorizations for foreign grant funds 

• 06 Business Related Funds — receipts derived from business-type activities of 
departments:agencies as authorized by law i.e., Revolving Funds 
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• 07 Trust Receipts — receipts that are officially in the possession of government 
az.encies or a public officer as trustee. aizent. or administrator. or which have 
been received for the fulfillment of a particular obligation 

111 .4 The financial statements are presented in Philippine Pesos which is the functional 
and reporting currency of the aszenc. 

2.5. The agencv implemented the Enhanced eNGAS version 2.0 in December. 2014 to 
comply \\. ith the PPSAS. Unified Accounts Codes Structure (LACS) and the 
Revised Chart of Accounts. 

2.6. The financial statements have been prepared on the basis of historical cost. unless 
stated otherwise. 

2.7. The financial statements have been prepared on the basis of historical cost. unless 
stated otherv1 /4  ise. The cash flofvs statement is prepared using the direct method. 
The consolidated financial statements are prepared on an accrual basis. 

3. Summary' of significant accounting policies 

3.1. Notice of Cash Allocation (NC.A) is recorded in the Regular Agency (RA) Books 
as well as those incornexeceipts which the agency is authorized to use. 

PCLi 	Fill t l.AL:COLUilI 	aim.iiiicj Llilaer the imp rest St st in. 	.,;!! 
1-:.:Hcr.ishm.T.:.s• are tlirrth. 	to the \ pense account. The PC F is no: used tp 
purchase le'2.1,1131" inv entory ttei s For stock. 

3.3. The cost of ending inventory of Office Supplies and Materials and other inventor\ 
items arc computed using the Moving Average Method in accordance with PPSAS. 

3.4. Supplies and Materials Purchased for inventory purposes and recorded using the .. 
Perpetual Inventory System in accordance with PPSAS. 

3.5 All property, plant and equipment are stated at cost less accumulated depreciation 
and impairment losses. Cost includes expenditure that is directly attributable to the 
acquisition of the items. All other repair and maintenance costs are recognized in 
expenses as incurred. 

3.6. Depreciation on assets is charged on a straight-line basis over the useful life of the 
asset. The residual value is computed at five percent effective January I. 2614. 

Account Name 	 Est. Life 
Buildings 	 20-30 years 
Office Equipment 	 5 years 
Furniture and Fixtures 	 10 years 
Information and Communication Technology Equipment 	5 years 



Books 	 5 years 

Communication Equipment 	 10 years 

Construction and Heavy Equipment 	 10 years 

Disaster Response and Rescue Equipment 	 7 years 
Medical Equipment 	 10 years 
•Sports Equipment 	 5 years 
Technical and Scientific Equipment 	 10 years 
Other Machinery and Equipment 	 10 years 
Motor Vehicles 	 7 years 
Other Property. Plant and Equipment 	 5 years 

3.7. Intangible assets acquired separately are initially recognized at cost. Following 

initial recognition. intangible assets are carried at cost less any accumulated 

amortization and accumulated impairment losses. 

3.8 	he useful life of the intangible assets is assessed as either finite or indefinite. 

Intangible assets vv ith a finite life is amortized over its useful lite: 

Computer Software 	 5 years 

3.9. Payable Accounts are recognized and recorded in the book of accounts only upon 

delivery and acceptance of the goods inventory other assets and rendition of 

services to the agency. 

. Ticome receipts \vhich the aaencv are not authorized to use and arc required to he 

rcmirted to the National Treasury are recorded in the National (Overtimem INC ; 

Rooks. Roy\ ev er. Interest income from current bank accounts of projects funded by 

foreign donors vv era required to be reported and refunded back to the grantor in 

compliance with the provisions of the financial manual or grant agreements. 

3.11. A foreign currency transaction is recorded. on initial recognition in the Philippine 

peso. by applying to the foreign currency amount the exchange rate between the 

functional currency and the foreign currency at the date of the transaction. 

3.12. Unrealized gains and losses arising from changes in foreign currency exchange 

rates are not cash flows. However. the effect of exchange rate changes on cash and 

cash equivalents held in a foreign currency is reported in the cash flow statement in 

order to reconcile cash and cash equivalents at the beginning and the end of the 

period. This amount is presented separately from cash flows from operating. 

investing and financing activities. and includes the differences, if any. if those cash 

flows had been reported at end of period exchange rates. 

3.13. Correction of fundamental errors of prior years are done by adjusting the 

Accumulated Surplus (Deficit) beginning balance account. Fundamental errors 

affecting current year's operation are charged to the current year's accounts. 
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4. Cash and Cash equivalents 

Account Name 	 Code 	CY 2014 
Cash in Bank - Local Currency, Current Account 	10102020 	18,756,561.63 
Cash - Modified Disbursement System (PADS). 	10104040 

6.523,666.05 
Regular 

Total 	 25.280.227.68 

Cash National Treasury - S,IDS amounting to P 6.523.666.05 under KC-AF 
consists of unreleased checks as of December 31, 2014 for the restoration of cash in 
compliance kith COA Circular No. 2002-001 dated 16 December 2002 and shall he 
adjusted in the ensuing \ ear. 

5. RECEIVABLES 

Account Name 	 Code 	CY 2014 
Accounts Receivable 	 10301010 	 20,928.17 
Due from National Government Agencies 	 10303010 	 914,989.84 
Due from Local Government Units 	 10303030 	147.826.846.69 
Receivables - Disallowances,Charges 	 10305010 	 475,205.72 
Other Receivables 	 10305990 	36.873.06 

Total 	 149.274.846.48 

6. INN TORIES 

entor 	or the Deparmer: con 

Account Name  
Office Supplies Inventory 
Accountable Forms, Plates and Stickers 
Inventory 
Fuel. Oil and Lubricants Inventory 
Other Supplies and Materials Inventory 

TOTAL 

7. Other Cufrent Assets 

Code 
	

Amount.  
1'0404010 
	

3,813.242.32 
1040402/0 
	

27,912.52 

10404080 	 2.000.00 
10404990 	3,465.725.47 

7.308 880 31 

Account Name 	 Code 	Amount 
Advances to Special Disbursing Officer 	19901030 	 1,933.05 
Advances to Officers and Employees 	19901040 	 425.443.42 
Prepaid Insurance 	 19902050 	 59.087.74 
Other Prepayments 	 19902990 	 300,000 00 
Guaranty Deposits 	 19903020 	 3.000.00 

TOTAL 	 789,464.21 

8. PROPERTY, PLANT AND EQUIPMENT 

Property. Plant and Equipment for CY 2014 are summarized as follows: 



	

Account Name 	Code 

	

Office Equipment 	1 	55 320 

Cost at Jan. 
1, 2014 

11 161.07450 

Additions Disposals 	Transfer/ 
Adjustments 

(5; 513 77) 

Cost at Dec 
31, 2014 

11 109 755 73 
Information and 
Communication 
Technology 
Equipment 	1 06 05 030 j 43 632 800 23 (1,963,499 06) 41 669.301 
Communication 
Equipment 	1 06 05 070 1 250.935 44 (60.669 00; 1 190 265 
Technical and 
Scientific 
Equipment 	1 36 05 140 671 263 00 (152.010 00) 519.253 00 
Other Machinery 
and Equipment 	1 05 05 990 646.789.7.3 (43 526 40) 603263 38. 
Motor Vehicles 	1 06 05 010 2 270 333 26 ; 70 03 32.270253 26 
Furniture and 
Fixtures 46 23' 00 5 	9955 	4E 

Construction in 
Progress- Buildings 

1 and Other 
Structures 	1 06 10 030 1.256.586.40 1.286.586 40 
Other Property. 
Plant and 
Equipment 	1 55 99 990 6162-0 74 (26.950.00) 589.320.74' 

TOTAL 96.589.793.13 46.251.00 (2,298,473.23) 94.337.157 30 
Less: Accumulated Depreciation 59,562,645.38 
Total 34.774.511 92 

Property. Part and Equipment is carried at co), less 	mMated depreciation. 
Regular maintenance. repair and minor replacemems are charged against Maintenance 
and Other Operating Expense(\IOOEI.  

Construction in Progress account refers to different unfinished construction 
project of the Department as of December 31. 2014. 

9. Intangible Assets 

Intangible asset of the Department is composed of Computer Software only to 
w it: 

Account Name 
	

Code 	 CY 2014 
Computer Software 
	

10801020 	 367.215 73 

Computer Software is items reclassified from IT Equipment and Software and . 
are amortized using the straight line method based on the remaining lite of the software. 

10. Other Assets 

Account Name 	 Code 	 CY 2014 
Other Assets 	 19999990 	 1.111.182.37 

30) 



11. Financial Liabilities 

Account Name Code CY 2014 
Accounts Payable 20101310 1578.297.29 
Due to Officers and Employees 20101020 297.391.33 

Total 1,875,688.62 

12. Interagenn Parables 

Account Name Code CY 2014 
Due to BIS 20201010 (102.18801) 
Due to Pag-Ibig 20201030 30 092.25 
Due to Philhealth 20201040 (1,100 00) 
Due'to LGUS 20201070 3 744.80 
Due to Bureaus 20301020 1 151 00 

Total 	 (65,297.96) 

13. Trust Liabilities 

Account Name 	 Code 	 Amount 
GuarantylSecurity Deposits Payable 	20401040 	 9 908.73 

TOTAL 	 9.908.70 

14. Other pliv tibles 

   

 

Account Name Code 	 CY 2014 
29999990 	1.175.389 68 Other Payables 

  

15. Accumulated Surplus/Deficit 

	

Account Name 	 Code 	 CY 2014 

	

Accumulated SurplusDeficit 	 30101010 	174.502.856.17 
Total 	 174,302,856.17 

Accumulated SurplusA Deficit) is the residual interest. which \A as the e Gess of 
the Department's assets over its liabilities. This account was used in !ieu of the 
Gov ern ment Eq u 	dee@ tillt. 

16. Service and Business Income 

Account Name 	 Code 	 CY 2014 
Fines and Penalties - Service Income 	40201140 . 	 15.639.38 
Interest Income 	 40202210 	 33.385.11  
Iota! 	 49 024 49 
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The account Fines and Penalties - Service Income is the amount charged or being 
collected b) the Department from ‘arious contractors .  suppliers for late delivery of 
Roods and services as specified in the Purchase Order. 

Interest Income represents income earned from special bank accounts of the 
Department ‘\ hich \A ere remitted to the Bureau of Treasury. 

17. Shares. Grants and Donations 

 

Account Name 	 Code  
Income from Grants and Donations in Cash 	40402010 

Total 

CY 2014 
000 
0.00 

This account is used to record grants and donations recek cd as technical 
assistance and fix project implementation from various foreign funding institutions such 
as the Asian Development Bank. Millennium Challenge Corporation and United Nation 
agencies. 

18. Personnel Expenses 

Account Name Code CY 2014 
Honoraria 	 50102100 

'rota! 

15. Maintenance and Other Operating Expenses 

Account Name 

17,886.98 
177 886.98 

Code CY 2014 
Traveling Expenses - Local 50201010 8 517,4497 1 
Training Expenses 50202010 9.537.594.34 
Office Supplies Expenses 50203010 2,885,703.54 
Accountable Forms Expenses 50203020 5,940.00 
Fuel. Oil and Lubricants Expenses 50203090 882.117.89 
Other Supplies and Materials Expenses 50203990 48.277.80 
Water Expenses 50204010 211,737.25 
Electricity Expenses 50204020 626.442.01 
Postage and Courier Services 50205010 37.455.80 
Telephone Expenses 50205020 1.716.947.56 
Internet Subscription Expenses 50205030 13.084.52 
Auditing Services 50211020 131.573,44 
Consultancy Services 50211030 11,517.019,46 
Other Professional Services 50211990 49.170.697.69 
Repairs and Maintenance - Buildings and Other 
Structures 50213040 

11,462.50 

Repairs and Maintenance - Machinery and 65.195.83 
Equipment 50213050 

Repairs and Maintenance - Transportation 781.801.93 
Equipment 50213060 

Repairs and Maintenance - Furniture and 50213070 995.00 



Fixtures 
Fidelity Bond Premiums 50215020 52,500.00 
Insurance Expenses 50215030 40.557.26 
Printing and Publication Expenses 50299020 316,541.75 
Representation Expenses 50299030 535.079.99 
Rent Lease Expenses 50299050 289.394.12 
Other Maintenance and Operating Expenses 50299990 2,507,360.04 

Total 89.900,928.83 

Traveling Expenses - Foreign includes airfare, pre-travel allowance. 
accommodation and daily subsistence allowance of DSWD Officials and Employees 
during travels on official business to attend various trainings seminars. consultation 
meetings for the period January to December 2 0 14. It also includes liquidation of 
operating expenses by the Disbursing Officer in Foreign Posts. 

Training Expenses consists of payment of honorarium of resource persons. board 
and lodging and or howl accommodation of participants to various seminar. training -
workshops. It also includes course fee and or registration fees of DSWD Officials and 
Employees to enhancement training and seminars. 

Water Expenses are payments made to Maynilad Water Services. Inc. for the 
\\ater  consumption at DSWD Central Office. NNTO (Mahusay Building). Director's 
Dormitory and DSV D ANON Center. MIA Road. Pasav City. ft also includes payment 
to Manila Water Company for water consumption of DSWD SWADCAP. 1 aguig City 
and DS D 4Ps Frai 	 Lit‘. 

Po qage and Courier Services re .resents payment made to the Philippine Postal 
Corporation and Airfreight 2 1 00. Inc. for mailing services of various communication. 
door-to-door delivery of the Department. 	It also includes liquidation of Operating 
Expenses of the different Social Welfare Attache at foreign post. 

Telephone Expenses are payments made to the Philippine Long Distance 
Telephone Company (PLDT) for current charges of DSWD Telephone (Landlines) lines. 
It also includes mobile expenses made to Globe Telecom, Inc. and Smart 
Communications. Inc. for Globe Amax and Smart BIZ load services corporate e-loading 
sstems for use of DSWD Officials and Employees vv ho are Globe Touch Mobile and 
Smart Talk and Text subscribers. Also included are reimbursement of individual 
postpaid lines payments in lieu of prepaid card allocation. 

Internet Subscription Expenses are payments made to Globe 
Telecommunications. Inc. for the wireless internet subscription with Tablet Device for 
use of DSWD Executive and Management Committee and to Smart Communications. 
Inc. for yyireless internet subscription for DSWD Central Office. 	It also includes 
payment made to iOne Resources. Inc. as secondary internet service provider of DSWD 
DRRROO and \ROC. 

Auditing Services are payments made to PLDT for current charges of DS\\ D -
COA  telephone lines. It also includes traveling expenses of DSWD- COA staff during 



validation and or inspection of DSWD Projects of 4Ps and KC-AF projects and cell 
cards allocation for January to March 2014. 

Janitorial Services are payment made to Philcare AlanpaYver Services for 
janitorial sery ices rendered by 58 janitors assigned at DSWD Central Office and satellite 
offices including special, additional and overtime services rendered at DSWD NROC 
and SWADCAP. 

Fidelity Bond Premium represents payment of 1.5% fidelity bond premium of 
Regular Disbursing Officers. Special Disbursing Officers and ApproY ing. Signatory of 
each Bureau Service of the Department. 

Consultancy Expenses includes payment to service providers engaged in the 
dey elopment of systems and the program projectconsultants. 

Other Professional Services arc payments to DSWD hired yy orkers under a Cost 
of Service Contracts. 

20. Financial Expenses 

Account Name 
Bark Charges 

Total 

 

Code CY 2014 
459.92 

   

50301040 

   

459.92 

The account Bank Charges uenerally refers to payment and accruals of Interbank 
fees for cash card grants advanced by Land Bank of the Philippines (ESP) to other banks 
fir ATM transactions and the bank service fees for over-the-counter payments of cash 
grants by the LBP conduits for the implementation of the Pantawii Pam Ilya program. 

21. Non-Cash Expenses 

Account Name Code CY 2014 
Depreciation - Machinery and Equipment 50501050 4,313,500 15 
Depreciation - Transportation Equipment 50501060 2.593.628 66 
Depreciation - Furniture, Fixtures and Books 50501070 464,747.72 
Depreciation-Other Property, Plant and 
Equipment 50501990 57,330 44 

Total 7,429,206.97 

The Depreciation for Land Improvements, Buildings and Other Structures. 
Machinery and Equipment. Transportation EquipMent. Furniture and Fixtures and 
Books. Other Property. Plant and Equipment are periodic cost allocation for the \year 
and tear the Department's PPE. Amortization of Intangible Assets are also periodic cost 
allocation of the Computer Softyyare. 
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22. Net Financial Subsidy 

Account Name Code CY 2014 
Subsidy from National Government 40301010 232.352.876.31 
Subsidy from Other Fund 40301050 66,504.59 
Subsidies - Others 50214990 93,179,195.64 

Total 139,240,185.26 

The account Subsidy from National Government is further broken down as follows: 

NCA Received from DEM 
Operating Requirements 260.122.020.28 
Field Offices 65 985 414 61 
Tax Remittance Advice (TRA) 2 203.060 51 

Total 	• 328,310,495.40 
Less: 

Notice of Transfer of Allocation 65.985,414.61 
Lapsed NCA 29,769,584.55 
Refund of Cash Advance/Adjustments 202,619.93 

Total 95.957.619.09 
TOTAL Subsidy from National Government as of 
12131/14 232,352,876.31 

The account Financial Assistance to N0 As pertains to transfer of funds through 
funding checks charged against Loan Proceeds to Field Offices for the implementation 
or various nrcHects program adtii, ides 

[he account Subsidies — Others pertains to the community grants for the KC 
NCDDP program from Januar\ to November 2014. 

23. Gains/Losses 

Account Name 
Loss on Foreign Exchange (FOREX) 

Tote! 

 

Code CY 2014 
507.242.57 

   

50504010 

   

(507242.57) 

Gains on Foreign Exchange results from the translation of foreign currency' into 
the presentation currency \\ hich  the Philippine peso \\ as  using the prevailing exchange 
rate at every end of the period. This is the excess of current exchange rate (closing rate) 
at the reporting date over the rate initially or previously recognized multiplied by the 
balance of the foreign currency account. 

Loss on Foreign Exchange (FOREX) are results from the translation of foreign 
currency into the presentation currency 	hich ""as the Philippine peso using the 
prevailing exchange rate at every end of the period. This is the excess of the rate 
initially or previously recognized over current exchange rate (closing rate) at the 
reporting date multiplied by the balance of the foreign currency account. 



The account Other Gains pertains to pa‘ments received from 
contractors suppliers for non-refundable fee for bidding documents for participation in 
the bidding for the supplY and deliv ery of various goods and services. 

24. Receipt of Notice of Cash Allocation 

The total receipt of notice of cash allocation to cover operating requirements for 
the implementation of various programsrprojects activities. replenishment of Working 
Fund tbr the program and project loan support. and for terminal leave benefits to former 
DSWD employees is in the amount of P82.370.567.333.46. while the amount of 
P12.674.00 pertains to trust receipt representing the refund of excess cash advance 
charged against ASEAN funds which \a. as inadvertently deposited to the Bureau of 
Treasury (MO and subsequently refunded H. the Bureau of Treasury. 

25. Remittance to National Treasury 

The Remittance to National Treasuf:, refers to deposit of collections with the BTr 
for refunds of current and prior year expenses as \yell as disallmvances. miscellaneous 
income. permits and licenses and remittance of interest income. 

26. Payment of Expenses 

Fhi refers to payments of personnel services. maintenance and other operating 
expenses and financial expenses including cush grants to Punta \\ id  Pamiiva  
Pene17.2laric-s. 

Grant of Financial Assistance/Subsidy 

This refers payments financial assistance for assistance to individuals in crisis 
situation. cash grants to Pamawid Pamika beneficiaries and communit grants for the 
KC NCDDP program from January to November 2014 as a result of the adoption of the 
e-NGAS version 2.0. 

28. Release of Intra-Agency Fund Transfers 

This pertains to cash outtlinys for transfer of subsidy and capital seed fund to 
Field Offices. 
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Annex Ii 

MATRIX OF EFFECT ON THE FINANCIAL STATEMENTS 

OF THE ACCOUNTING ERRORS AND DEFICIENCIES 

4. =1ccowning Errors 

Reference 
(Observation' 	 Errors. 	 Accounts Affected 

Paragraph :Vo.) 

Effect to Total 
.4ssets/Liabilities! 

Government Equity 

Under(Over) statement 

Errorissiomissions in recording 
1115 	transactions arlectine cash 

	
Cash in Bank - LCC A 	 4,055.39839 ' 

accounts 

Net Overstatement 	 4.055,398.39 

Total .-Issets 	 218,906,328. 70 

Percent to Total Assets 	 1.85'0 

Net Overstatement 

Total Liabilities 	
2,995,689.04 

Percent to Total Liabilities 	 0,01)"„ 
Errors omissions in rceordind 

Elf 	..ranstiations aiiecting cash 
accounts 

Expense Accumulated 
Surplus iDericin 

(4.655,308,36) 

Net L nderstatement 	 (P4,055,398.39) 

Total Accumulated Surplus/ 
(Deficit) 215,910,639.66 

Percent to Accumulated Surplus' 
(Deficit) 1.88'0 

B. Accounting Deficiencies 

Reference 
(Observation/ 
	

Deficiencies 	 Accounts Affected 	 .Anoint 
Paragraph .Vo.) 

B IS 

Expense/Accumulated 
Lnscpported pa'ment of 	Surplus i Dericiti  
transactions 	Due 	From 	Local 

Government Units 

P1,967,001. -6 

157,599,999.86 

Total 
	

P159,567,001.62 

NM. 



Annex I 

Department of Social Welfare and Development 
Project: KALA1-11-CIDSS 

Status of Implementation of Prior Years' Audit Recommendations 

Observations 

 

Management 	Results of 
Ref. Comments/Actions Taken Auditor's 

(Update as of May 2015) Validation 
2013 	As at end of the calendar OSEC 

CAAR I year. accounts payable is Fully 
recorded in the books of implemented  
accounts to properly 
reflect 	the 	unpaid 
pay ables 	of 	the 
Department. 

J'alid obligations totaling to 
P1,111,199.98 were not recorded as of 
December 31, 2013 resulted to the 
understatement of the accounts 
Account Parables and the related 
Expense/4ssei 	accounts 	br 
P1,111.199.98, 	P24,399.98 	and 
P1,086,800.00, respective'''. 

We recommend for DSWD issue a 
memorandum requiring the submission 
of all the valid obligations of the 
department for purposes of recording 
valid oblizatibns before closing of the 
hooks. 

 

 

 

The non-issuance of official 2013 
receipts as evidence of paivnent of CA \R 
cervices of .1.72.,800.00 cast doubt on 
tl:e award of contracts to consultants 
not registered with the SIR as well as 
the payment of the correct amount of 
taxes due to possible under declaration 
of income for failure to report the 
required official receipts. 

We recommend management to: 

a) Withhold retention money for 
consultancy contracts: 

b) Require the consultants to issue the 
covering ORs and submit approved 
progress 'final reports or output to 
support die consultancy claims from 
the DSWD: and 

c) Notify the BIR for contractors i,  
engaged in business \A ith the agency  

OSEC 

drdiddH1C1 
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that does not issue OR. as it is the 

basic evidence of payments of 

sery ices for tax audit purposes. 

The GOP financial counterpart in 1013 Management 	 to With similar 

the amount of P64,350,435.36 for the CAAR implement 	COA observation 

K4L4III-AF was not utilized for its 	recommendations, 	in 2014 

intended purpose due to the following: 	prospectively. 

a) charging. of expenses of other 
foreign assisted projects (E-1Ps); and b) 
advance funding by the DS1fD for , 
expenditures chargeable against the 
loan proceeds which were not 
immediately reimbursed, thus 
depriving all other expenses of the KC-

, AF project for Cl' 2013. Further, the 
inclusion of expenses of other E4Ps 
and P.4:114AA resulted to the 
overstatement of reported expenditures 
in the books of KC-AE 

We recommend that Management 

Stop the LHe of GOP financial 

counterpart for erants of sub-

projects and disburse the same 

according to its intended use: and 

h) make 	 necessary 

adjustmentileclassification of the 

payments to its respective or 

appropriate funds for consistency or 

proper reference. 

Purchases of Property, Plant and' 2013 Manacetement 	 to Receipt of 
Equipment in the amount of CAAR implement 	COA letter- 
P11,981,345.74 in 2013 out of, 	recommendations. 	response 

' K4LAHI-Loan Proceeds and GOP 	prospectively. 	 from the 
funds were without prior approval by ! 	 OP for 

! the National Government Offices and 	Avvaitin2 	post-facto ! evaluation ; 
World Bank - contrary to COA-DBM 	approval from the OP. 
Joint Circular No. 2-97 and Office of 
the President and World Bank 
Guidelines on Procurement of Goods,  
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Works, and Son-Consulting Services, 
respectively. 

We recommend the post-facto 
approval from the Office of the President 
and the NCC for the appropriate 
equipment purchased. Submit the 2013 
procurement plans and their updates or 
modifications as approved by the Bank 
and with their no objection letter before 
implementation. Close monitoring and 
supervision be undertaken by the 
National Project Nlonitoring Committee 

Ito ensure the implementation of the 
project as planned and compliance kith 
the circulars and guidelines on Foreign 
Assisted Projects.  

udit of the Community Grants 
KALAHDCIDSS .4F amounting to 
P593,342,038.84 revealed the following I 
deficiencies: • (a) The downloaded 

' community grants to the Barangay 
Sub-project Management Committee in 
the amount of P349,720,038.84 were 
without tile approval of the .Vational 
Project Director and Chief Finance 
Officer of 1CALAIII-CIDSS .4F; (b) 
On-going SPs with downloaded grants 
amounting to P120,695,480.87 were nor 

• completed within 	the four to six 
months period of implementation; and 
(c) 	Funds 	transferred 	of 
P19,766,110.40 to the BSPMC remain 
unurilized as of December 31, 2013, 
thus cast doubt on the reliability of the 
implemented SPs, depriving the local 
households of the benefits due them ' 
and uncertainty that the objective of 
improved social capital as set forth in 
the Loan Agreement will not be fully • 
attained before its closing date. 

2013 Management 	to 
CAAR implement 	COA OSEC 

recommendations. 	As of date, 
prospectively. 	 only 8 sub- 

projects 
remain 

FO XI: 
	

incomnlete 
All SPs implemented 
	

due to 
KC —:AF Region 	were various 
completed. tips \v,ere reasons. 
implemented 	as 
determined and funded by FO 
the NPMO. 	 Similar 

audit 
obsen, tio 
n is 
discussed 
in ML 
2014. 

FO XI 
Deficiencie 
s noted 

We 	recommend 	that 	the j 
Nlanagement to: 

a) Ensure that all the taraets included in 	 Not 
the WFP are approved by the KC NPD  
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and Chief Finance: 

bl recoire the.  BSPN1C to: lit fast track 
submission 	recairements as prodded 
in the CBPNI to ensure time!) release 
of community ,rants: it) adopt 
efficient and timely procurement 
procedures in accordance \kith the 
CBPN1: and (fit perform resurvey of or 
update 	the 	project 
design specifications scope of \A ork 
before the procurement, biddinu in order 
to at 	additional works or sekeral 
variation 	orders 	during 	project 	• 
imnleihentation: 

c 	require the Area Coordinators to strictls. 
supervise the adherence of the BSPN1C 
to the period of implementation: and 

di monitor and fortes\ up sk, ith the local 
officials concerned for the immediate I  
atlecatior appropriation ofthe LLC and 
the timeis and opportune release  
thereof as presided in the \10A.  

implement 

ed 

Partially 

impelemen 

ted 

Prrtiali 

implement 

ed 

Partially 

impelemen 

ted 

Vtilidation of 86 Sub-Projects 

(SPs; cj KC-4F amounting 
P55, 76!, 7.23.36 revealed: (a) Fourteen 
(Id) 	sub-projects 	costing 
P14.037,276.00 being reported as 100 

percent completed as of December 31. 

2013 despite deviations from the 

approved plans and specifications, 
thus depriving the community 

beneficiaries of tire benefits due them; 

(b) the local government units (IGO 

failed to provide fluids in the total 

amount of P1,243,315.853 for the 

operation and maintenance of 

completed sub-projects contrary to the 

agreement provided for in the KC-

Finance Manual; and (0 the non-

compliance to KC-Community-Bused 

Infrastructure Manual (CB1.11) 

instructions such as the absence of 

the documentary requirements in the 

custody of the BSPMC, thus may 

expose the project owners-lp to 

21113 	The deficiencies cited in 

A.AR 	the ohs:tn. ilEon 'At:re tu:, 	()SEC 

tiCiej Llr)01-,. As of date. 

only 8 sub-projects implement 

remain incomplete due to 6d 
arious reasons. 

FO 

Management 	will Fully 

continue to monitor and implement 

provide 	technical ed. 

assistance 	to 	ensure 

completion of these sub- • 

projects. 

• FO Nr: 

Management has required 

the - RPMO 	for 	a 

monitoring update and 

the update report declared 

that 7696 or 336 SPs were 

already completed. Only i  F0 XI 

4 SPs or .8°o have not 	Delicienci 

FO IX 

Submitted 

certificates 

of 

completion 

on the 7 ,  

sub- 

projects 
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exploitation, 'non-maintenance of the 

projects and contract.  to KC Manual. 

We recommend that Management 

to: 

a) Require the ACT and BSP \IC to act ! 

on the immediate correction of 

defects deficiencies noted for the 

full continuity and functionalitY of 

the SPs for the benefits of the 

intended beneficiaries: 

bf Require the concerned officials of 

the Regional Project Management 

Rice 	(RPM()) 	to 	make 

representations and to remind the 

concerned LGLis of their obligation • 

to provide funds and other necessary 

support to ensure the proper 
I operation. 	maintenance. 	and 

sustainabilitY of the sub-projects: 

and 

Diiieet the RPM() At. I MCI to 

conduct :mai inspection of the SPs 

and prepare the FIR. SPL R. CC A 

and furnish cop i  to the barani,a \ 

local aovernment and other 

stakeholders: and 

4 Instruct the Municipal Financial 

Analyst to maintain and update their 

cashbook daily or on a iyeekl \ basis 

at the V.:TV least. to avoid. over or 

under expenditures of the funds. 

Likewise. transfer of excess funds 

has to he supported with BSPMC 

resolution as required. 

started. 	Implementation 	es noted 

of other SPs is on-going. 

2. Project Management 

kill execute an Exit 

Memo with the LGLis. 

RPM() technical staffs 

have initiated meetinas Partially 

kith the LCEs and the implement 

key officers rewarding the 	ed 

arranaements. .Additional 

staff YY as hired to monitor 

the 	 project 

implementation.  

3 'No and NTP have 

been issued to one SP: 

ideliyerY of materials are 

on-going to 2 SPs: \v. 	' 

procurement 	processes 

are being undertaken for 
 

the last remaining SP. 

FO VIII: 

The Jeticiencie,  cited El 	Lai b 

the ciiisdryation \\ ere  full \ 	implement 

acted upon. As of this ed 

date. onl N. I sub-project 

remains incomplete due 

to deferment and pull out 

of staff in Gandara. 

Samar. However. with Fully 

the re engagement this i implement 

year. completion of said 	ed 

SPs is one of the 

conditions we set with the 

LGU. 

FO IX: 

As of May 2 7. 2014. all 

projects are 100 °0 
completed as per report 

submitted to the COA and 

to KC CO. All KC AF are • 

I00°0 completed in June 

2014. all community bank 

Partially 

implement 

ed 
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accounts closed and all 

community disbursement 

vouchers together with 

the 	inventory 	of 

disbursement vouchers 

were submitted to COA. 

The unrecorded balances in the 2013 

books of AT-AF amounting to CAAR 

P926,719.90 due to returned balances 

of community grants and erroneous 
recording 	resulted 	to 	the 
understatement of Cash in Bank 

account as of December 31. 2013.  

	

The physical existence, accuracy 	2013 
and reliability of accounting and CAAR 

property records of Property, Plant and 
Equipment (PPE) totaling 	 to 
P86,436,578.39 as of December 31, 

2013, remained doubtful due to the 

inability of the Property & Supply 
Officer to submit/conduct complete 

physical inventory and to reconcile with 

the records of the Accounting Unit, 

contract' to the provision of Section 490 
of G4-11,1 rat. 1. 

We recommended that Management 

to direct the Property and Supply Officer 

Designate to conduct complete physical 

inventory of all property. plant and 

' equipment 	regularly: 	in order to 

determine its physical existence and 

condition. The result thereof shall be 

checked on the property cards as against 

the equipment ledger cards and the total 

shall be compared with those in the • 

general ledger. If there are any 

discrepancies between the physical 

count and booked PPE. it must be 

investigated. cleared and reconciled 

immediately. 

Fully 

implement 

ed 

Physical count of PPE 

ryas conducted and report 

was submitted. 

Continuous updating and 

reconciliation of accounts 

I is done for PPE new 

purchases. 

ith 

similar 

observatio 

n in 2014 

Purchases of some materials for 
the construction of 2 units 6. 90 linear 
meter double barrel box culvert under 

KALAHLCIDDS Project in Barangay 
Anahaw, Alegria, Surigao del None  

2013 	RESOLVED: Excess 	Fully 
CAAR materials were disposed 	implemente 

in accordance with 

KALAFII guidelines.  

Recommendations are 

43 



     

rich total approved project cost of P 
3,345.027.00 were excessive by P 
564,930.00, contrary to PD 1445 and 
CO.-1 Circular 85-55.1. 

 

being observed 

We 	recommended 	that 
Management 

a) Direct the Depute Area Coordinator 
to coordinate closely with the 
Service Pros icier especially during 
the planning stage so that all factors 
and possible deviations kill be 
considered early on and before 
ǹ,.-alining the POW. 

H Require the Regional Community 
Infrastructure 	Specialist 	to 
meticulously check and review 
even details of the Program of 
Work to avoid excesses or 
deficiencies in the future. 

COnt:,)1 and rr 	th,. purci-:asias 
and issuancea at materid]s for irric2 
sub-projects. 
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