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. 	PUr,ILlarli to 	 No. (-OM OPHL I Fin 1 datj:,..1 Scri,:MITcc 

	

II:() 	it  mt.tPO,2:211 tH.2 	nium Chaiience. u ori5oration 	Lie Rerubiic oFthe Philippines. 
Debartincrt of Social V5 el Fare dIti De ciopmert. e ha e audited the accounts 

and operations or the Klipithisig Labctin ca Kahirapan-Comprehcnsive cnni hnegratecl 
Delliccl .  of Social .5ennccy Projccv (1C4L4HI-CIDS5n-_lthliennium Challenge 
Co/Tofu:non LIK .Ch for the period ended December 31. 2014. The audit yeas conducted 

in accordance yy ith Philippine Public Sector Standards in Auditing. Those standards 

require that we plan and perform the audit to obtain a reasonable basis for our 
conclusions. 

	

p. 	[ he audit was conducted by the audit teams led by Ms. Ma.Victoria C. Gregorio 

and June L. Van Schoonneveldt both State Auditor IV. to tat verify the level of assurance 

that may be placed on Management's assertions on the financial statements: (5) 

recommend alency 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 sianificant 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 A nnex H. 
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We ‘wish to bring. to \ our attention our audit observations and recommendations 

which were earlier communicated through Audit Observations Nlemoranda (A0N1s) and 

discussed in an exit conference conducted on June 30. 2014 yvith concerned DSWD 
officials. 	The comments were incorporated in this report. \\here  appropriate. The 
significant audit observations and recommendations shall be incorporated in the 

Consolidated Annual Audit Report (CHAR) of the Department of Social Welfare and 
Development for Cl :014. 

A. SUMMARY OF RECONINIENDATEONS 

For the sidn i !dean:-  deficiencies observed in the course of the audit. k \ e 
recommended and Nlanagement agreed to: 

R2C0/1171 erro s  jp7';‘',•1071.5 	lilt 	 OT Cush in Bark buicrwes 

• 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: 

• FO V to require the Accountants to (i) record the identified reconciling items: 

neuulark prepare the monthi\ BRS for .i!1 bands: accounts t ,d..,riming the 
necohcil Hu-  hems and estab!ish the existthce and accuracy of the rdpoqed 
in Har :. balances: and 	race and reconcile the differences het: e. the 

recorded hook and bank balances and effcct immediately adjusting. correcting 

entries. if necessan: and thereafter submit the BRS to the Auditor within the 
prescribed period far review: and 

• OSEC accountant to adjust the double recording of grants transferred. 

/.../ilfcpidardc/1107C1 	to .VG0s FOS 

• demand the liquidation of funds transferred to Barangay communities for the 
KALAHI MSS-MCC. 

I Ai/anion or KC-AT-LP to other F.IPs 

• reimburse KC-AF-LP the above amount from the appropriate ['AP funds: 
and 

• adjust. reclassit j  the charging of expenses from KC-.AF to the respective 
or appropriate funds. as may he necessary. 



Cocci! COHOICIptlit C011tribilit0;7 	Co to reach

indiccuor 
	 e 	 tricr'ornurice 

• verify and look into the Municipalities %%filch do -not comply Stith the 
pros isions of the MOA regardin,  the 30 percent LCC in the costs to ensure 
the sustainable itv and success ofthe KC projects: 

• impose sanctions in case Municipalities continuously fail to comply with the 

abov ememioned provisions: and 

• irnprm e the reporting system in the \vebsite to include not only the committed 

sub-project costs but like‘vise the actual and detailed costs to reflect the 

efficienc% tiL the project in attaining its aoals. 

Delayed ummpiem eLl not functiorkil kg Li 	 sub-r fccb 

• require the KAL.AHI-CIDSS Regional Monitoring Management [nit in 

coordination with the field personnel to fast track the completion of SPs: 

• adopt measures and institute feedback mechanism System to address the issues 

and concerns \.‘ hich hinder the timely completion of projects: and 

• direct the ACT and BSP1VIC to immediatek correct the defects deficiencies 
poted and cro-v1:. 	 'WIC.' pre and post construction 
oltases. 

B. DETAILED OBSERVATIONS .AND RECONINIENDATIONS 

Financial and Compliance 

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

The unrecorded unutilized project fund balances of P7.736 million returned by 
various barangays in OSEC and the double recording of KC-NICC community 
grants of P1.175 million understated the account Cash in Bank, LCC4 by P8.911 
million. Correspondingly. overstated the accounts Expense-lecunudated 
Surplu4DeJlein and Subsidies-Others by P7.736 million and P 1.175 million, 
respectively. 

6. 	Some community-beneficiaries of the projects returned the unused balances of the 

funds that \A ere granted them by depositing in the DSWD-KALAIII-CIDSS-MCC 

account of the DS WD-OSEC ysith the Development Bank of the Philippines. however, 
the copyj:  of the transtCr notice or deposit slip. as required under item 1.6 of the 
Community Finance Manual KALA HI-CIDDS Project. sere not for ardej to the 
DS\VD-CO thru the DSWD-E-1 0 for reference and use in the monitoring and 



reconciliation of balances of the Current Account. As of December 31. 2014 the deposits 
amounted to R 7.736.438.40. of'which 81.495.689.90 pertains to current year and 
86.240.798.50•pertains to prior years. Also. there was a double recording of transfer of 
IKC-NICC community _rants recorded in the account Subsilics-Othen-  amounting to 
P1.174.953.95. 

7. Further. year-end confirmation of hank account of FO V showed a net variance of 
P743720.30 betYy een the hook and bank balances due to unrecorded reconcilina items. as 
sho‘y n beloyy: 

Account Name/No. Amount 

 

Book Balance 	Bank Balance 	Variance  
MOO FO 	C 0-ante 029038-030 	2 493 725.15 ' 	3.239454 49 	7.13 . 729 

8. The reconciling items yyere not immediatel identiticd and adjusted due to 
delayed non-preparation of BRS because the bank statements could not be found and the 
agency has to request from LBP and DBP re-issuance of the bank statements. The 
Accounting Section has updated lately the submission of the BRS to the Audit Team. 

0. 	the unrecorded unutilized project fund balances of 	-36 million, returned by 
carious barareays in OSEC and the double recording of KC-11CC community grants of 
PI 1-5 millin77 understated the account Cash in Bank, LC(14 by XS. 911 million. 
Correspondingly. overstated the accounts / vreifse Actium/Luc] Snip/nv Mericin and 
cuhs,,/,c,s0 77, 	ey BTtt nn.,77,0n 	 re.pesstiy ely. c,1:11MaHZ..2j as 

Office Errors/ Omissions CIB-LOCA Other Accounts 
Affected 

CStf 
, 	Unrecorded Refund of unutilized 

funds by vahous barangays 7.736.488 40 
Expense 
Accumulated 
Surolus/(6eflo0 	 

0 SEC Ecutle -eomdfrig of transfer of r',06-
MOO community carts ,74 9E3.25 S,Lbsc,es-Cfre's 

Total 88,911,442.35 

10. 	We recommended and the Secretary agreed to require the: 

a. FOs to fon ard 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; 

b. FO. V to require the Accountants to (0 record the identified reconciling 
items; (ii) regularly prepare the monthly BRS for all bank accounts to 
determine the reconciling items and establish the existence and accuracy 
of the reported cash in bank balances; and (ii) trace and reconcile the 
differences between the recorded book and bank balances and effect 
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immediately adjusting/correcting entries, if necessary; and thereafter 
submit the BRS to the Auditor within the prescribed period for review: 
and 

c. OSEC accountant to adjust the double recording of grants transferred. 

t 'n11(71E/dated fund transfers to .VG0s/POs 

The delayed or non-liquidation of fund transfers resulted in the accumulation of the 
balance of the account Due from .VG0s,POs in amount of P99.661 nzillion. 

I I. 	COA Circular No. 2007-001 dated October 25. 2007. amending COA Circular 

No. 96-003 dated February 27. 1996. provides the follm\ ing: 

12. Section 4.5.3 (in} The return by the .VCO DO to the 	 1111 amount 
jOKITILIC the [10jia. 	 1.1 chly. 

13. Section 5.3 — The signing official 01 the GO to the .110.1 shall cause close 
11707711-01111.; and inspection of project implementation anti verification of financial records 
and reports °Idle CVO PO. and shad ensure C0117plianCif with rhe provisions of the 1.10.1 
and the said Circulars. Fund releases arc subject to liquidation through submission of 

• 

14. Section 5.1 — Trizhnz s:)111 60) dea n, aria the COMoldiou ril.  the nrnic•cr rho 
id() 	.) 	 [L. 	tar 1 Cry..pdtliq; PC2(07 L1'10.7cct by its 4...L0D2:a? 

Lertinaatc 	''/Died comp/el/0n rencierad issued b-1 the 	antnorized iypreccniative. 
t 	beneficiaries. 	frith 	their 	acceptance at:AT/km tedgment 	of 	the 

project fiwndv goods: services received. The validity of thecc documents shall he verified 
by the internal auditor on equivalent officials of the GO and shall he the basis 01the GO 

ree0111711(Z the tend utiliration in it, hooks of accounts. These documents shall support 
the liquidation of tienI5 ,steed to the A' GO PL) 

i 5. 	The amount of P99.661.429.16 outstanding balance of OSEC pertain to the 

unliquidated fund transfers to Barangay Communities for the KALAHI CIDSS-MCC. 

The KALAHI-CIDSS grants were funds to NGOstOs recorded as Subsidies-
Others Donations for calendar year 2014. as recommended by COA. \\ hich  to date. no 
liquidation has been reported and posted in the books of the DSV- D. 

16. The delayed or non-liquidation of fund transfers resulted in the accumulation of 

unliquidated fund transfers and the non-reliability of the balance of the account Due li"0117 
.VG0‘ PO, as appearing in the financial statements. 

17. W e recommended and the Secretary agreed to direct the officials concerned 
to demand the liquidation of funds transferred to Barangas communities for the 
KALAHI CIDSS-MCC. 



Lthication of KC-.4E-LP to other PAPS 

The utilization of KC-AF-LP for administrative costs of other Foreign Assisted 
Projects amounting to P33.900.00 is not in accordance with DBM-COA-DOF Joint 
Circular No. 2-97. 	Moreover, expenditures were not included in the Work and 
Financial Plan covering January' 1 to May 31, 2014. 

IS. 	Item 4.1.4 of DBM-00A-DOF JC No. 2-97 provides that: 

The VC -I 	n• LP to 	re eased ii:ttou the •111, 117i1S10,7 o1 titer BD- 
?ICU HI or rho odor rectelpT of 7, ta t? pi; ttLL'il‘ Shat7 /70/ bo rrttate.i 

a ( omblou Irizimmisits:orintz ortbst 

.Audit Oi transactions pertainina to the use of KC-AF-LP revealed on various 
dates. expenditures for administrative costs of other FAPs. such as honoraria services_ 
board and lodging of seminars. plane tickets. oftice supplies. consultancy sent ices and 
training expenses of other loan and gram-funded projects namely. the National 
Community Driven Development Project (NCDDP). Millennium Challenge Corporation 
(MCC). and Japan Social Development Funds amounting to P1.967.001.76. as follows: 

pcttu 	clad. 	oucher 	 Or 

I4-t,  ! ' 1  4 	I r:dr_n Kr_ 

The KALAHI-.Additional Financing under 	-Al-  Loan No. 7959 is a loan 
funded br the World Bank International Bank for Reconstruction and Development 
tlF3RD) pith efftctiv itv date or February 24. 2011 to Alal 31. 2014. The purpose of 
w hich is to empower communities through participation in local col ernance and 
involvement in the implementation of pot. erty reduction activi:ies with specitIc eligible 
expenditures identified in the Work and Financial Plan ror the said loan. 

21. 	Further. the 2t)14 Work Financial Plan of KC-AF for the period January 1 to May 
31. 2(114 did not include the above expenses. thus resulting on overcharging and 
undercharging of expenses out of the KC-AF-LP and said F.A.Ps. respectively. 

\\e recommended and the Management agreed to require the Directors of 
NPMO, KC and Finance to: 

a) reimburse KC-AF-LP the above amount from the appropriate FAP 
funds: and 

b) adjusCreclassify-  the charging of expenses from KC-AF to the 
respective or appropriate funds. as mas he necessary. 

6 



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-CIDSS-MCC of 30 percent 
LCU Counterpart Commitment in 2014 was not attained. which resulted in the non-
funding of other SI's of the community and limit the number of beneficiaries who 
could have availed of the benefits due from the program. 

23. 	Component 2 on Capacity Building and Implementation Support of the KALAI-11- 
CIDSS Operations Vanual showed a Performance Indicator that 80 percent of 
municipalities pro \ ide their KALAHI-CIDSS Additional Financing I AFI LGI • 
Counterpart Commitment (LCCI based on their deli \ erd plan. 

Fmk! the Communit. Based Infrastructu 
local cotostarratir ewittiihhtimi (LCC must Kea, 
Cos': 	i‘ ri 	cwilittlitoce 	kit [Lid dfdttioti 
mwzicipaurt and the Deparnuern.- 

1S.  
I he Nlemorandurn of Agreement MO N. 

compliance or violation by the municipality of 
determined H the DS \,\ D after an investigation. 
the ,Hclusidiii 	 .2.t 

:b. 	The IH•ictil a:id Fi 	ccial Report pre id 
of Dec' mider 31. 20 I  a rd ealed that 47 out of 7' 
:1)14 railed to meet the cornmirced share of 31) per 
SPs 1. as foildiA s: 

No. of SPs 
Fund 	completed 

in CY 2014 

Required 30% of 
Approved Project 

Cost-LCC 
Actual LCC Amount of 

Undelivered LCC 

21.085 563 243 :3r: 471  73 12 C49 411 32 
45,177 973 12 :-;9! 90 81 3 9'8 182 	' 

71583 556 18 51 598 982 57 8.957  593 5' 

Only 50 or only 38.96 percent of the total municipalities covered 	the KC Ali 
areas met the Si percent I. CC share. This resulted in the non-funding of other SPs ot. the 
municipalities.communit‘ and the limited the number of beneficiaries \Alio could have 
ac ailed of the benefits due from the program. as tiollid‘\ s: 

re \ lanual of Kc --xxx 	r. 	film l iuzbin  

I lit: Tour! E.Srlincireci 

Midi()); 	 hx the 

pro ides the sanction in case of non-
aH of the provisions of the \IOA as 

l he sanction includes. among others. 
prdiectT 

ed H the KC ATor  itorinid Li.aluaton as 
[min icipadities covered H the Kd st) in 
cent of the costs of the KC sub-projects 



KC-AF (No. of 
Region ' 
	

Mun.) 
KC-MCC (No. of 

SPs)  

1.; 

IX  

XI 
XII  

CARA3A  
*Forty nne berangrays of Caramcc.n Camartes Sur 
,sith  no cIaimicacreC ormmurty crams in 201G  

:3. 	Farther. the Accomplishment Report posted in the DS \VD \sebsite noes not sho AA  
the cost sharing scheme. \\ hell  comprise the communit \ grants from KC-AF and local 
counterpart contribution from LGLIs. The report only shored the FCC total project 
amount and did not mention that 86.67 and 5-L84 percent of the KC-AF and \ICC. 
respectively were not fulic funded as some municipalities failed to meet the 30 percent 
commitment share. \A. hich does not pros ide informative data for decision making b\ 
stakeholders. • 

Mora) 	 provided In the APO \ had -or beer 
\\ Rh  did no: 1N-oxide the retpired ecumerpard 

Maninctement commented that based on the World Bank Implementation 
Completion and Results Report. the KC-AF Project has exceeded the intermediate 
outcome indicahif of man is ipalities that pros Lie LCC based on their plan ha\ ing 
actual achie \ ement of 87 percent against tarcet of 80 percent. In the case of KC \ICC. 
the actual LEE delivered over the community grant funds released is already at 35 
percent. The non-funding of other sub-projects is the result of the panicipaton resource 
allocation at the municipal les ei or Municipal Inter-Barangav Forum where ad delegates 
decide and rank proposals based on the agreed criteria. 

Flosses:dr. the reported World Bank Implementation Completion and Results 
Reports. which \vas used as basis of computation were not submitted for verification and 
validation. 

xn 	We recommended and the Secretary agreed to direct the concerned DS« D 
officials to: 

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

Sub-:cttl  

PAMANA  

Au s-Aid  

:753.933 3 ;27 420 29 
712.72 	11.73 160 	; 207 212.3132 70 740 440 556.564 37 64..e,;90 4'4 50 
22' 561 85875 '3 	1 1.3 573 8d4 	, 162 in 52.536 38 1 64 3x .=53 	94 . 477 

1 063 123.153 25  212 25683'.120 33 1253 023 720 2c 2‘'3 '28 280 3'3 53 	I  

b) impose sanctions in case Nlunicipalities continuously fail to comply with the 
abo‘ementioned 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. 

	

3. 	ManaLiernent 1.‘ 	coMply in the future that liCC data should be included in the 
reporting_ system in the KC viebsite. 

Delarethinimplementedilot fitnetional K4 LA HI-CMS'S sub-projects 

Out of 1.404 prioritized SPs in FOs CAR. V and VI amounting to P1.319.726 
millio onit 4-0 or 33.4-  percent were completed. with project costs of P353.60.3 
million. Moreover. the completed 51 SPs amounting to P58.44 million were either 
not functional or with 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 KALAHLODSS is empowerment where the 
communities are eken authority to plan. control. and make financial decisions during 
sub-project 1 SP) implementation. As such. they are primarik responsible in making sure 
that SPs are attained and that there is proper accountability.  

LHOrLI! (OnSCHatC:d Ph \ SiCal and Hari.. 	Status: of Anpro..ci Suh- 
Lb2 Li:hu-en: 	 .tees modu! 	o: December 51. 20i 4  disclosed 

the tol [ovv ina 

	

Status 	 Prioritized 
Funding 	No 	 No 
Source/ 	of 	Project Cost 	of 

	

FO 	SP -  , 	 SP 

MMC 

Completed 	 On-going 	 Not yet Started 

	

No. 	 , No. 

	

Project Cost I of 	Project Cost 	of 	Project Cost 

	

SP 	 SP  

 

Total 
	

1464 
	

1.319.725.597.33 
	

470 	353.693.193.47 	464 	820.541.291,52 	470 	145.191.207.34 

36. 	Details >h implemect_tionand status of die projects are presented beio‘\.: 



Office  1 	 Remarks 
' CAR 	The 14 SPs of the FO CAR in Barangays of Besao, 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: 

Modality Municipality, Province 
Barangay 

Balance of Funding still 
for release 

Guaranteed Area 
Conner, Apayao 524.286.25 
Pasa Kalinga 1.329,415.14 
Tinglayar. Kal:nga 203,567 84' 

Randomly Selected Area 
5Lcay :A:r_ :515.141 55 
Bucicc Cora 84.328 33 
Sailacacan 	ii•Er3 73.526 34 

Replacement Area - 

• 

FO V 

rialto:1c Abra 
Total 

492,542.98 
3 327.202 23 

The delay was caused by the following factors: 

• tin:submitted required documents by the local communities: 
• For the u*implemented SE. the concerned barangay communities heave rot 

competed their liquidation documents: 
• For SF5 already 100% completed. the concerned communities did rot submit 

all the documents required for the last tranche of funds; 

Thus, the delay was indicative of negligence on the pant of the project monitoring team 
in the field who are to closely monitor and assist the completion. of documentation.  
There was an average delay of 86.25 days of the 420 completed SPs from the actual 
completion to the planned/targeted 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 SPs 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. Actuai crnject 
implementations of 392 SPs with total project cost of 8395,168,338.11 has not 
started yet despite 	download 	of funds amounting to 8101,800,308.11 to the 
respective BSPMC accounts, however, Management commented that all of them are 
already on-going as of this time with expected completion dates not later than October 
2015. 



Office Remarks 

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 

documentation/reports submitted: and 
• Insufficient supply of labor and materials. 

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

No. 	of 	Prioritizeo, 	Grant 
Year Status Project Dowr loaded 
4013 Not Completed 33 158 424.24 

Subtotal 69 83.158.421.2P 
2014 Completed 13 13.570,814.43 

Not Completed 93 90.369.112.14 
Not Yet Started 64 34.463,477.94 
Subtotal 170 138,403.434.51 
Total 239 221-.561,858.75 

The causes of tn.& delay .vvere due to 'tile follto,viitio. 
• Responsiveness or contractors and suppliers to engage 	community 

subprojects in geographically isolated barangays. 

Some SPs 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 
improvement from 42.07% as of December 31, 2014. 

shows an 

• On some of the delays, the RPMO are making strategies to hasten the completion of ' 
on-going sub-projects and will continue to strictly monitor and provide technical , 
assistance to community and LGU to ensure completion of their request of fund 

• release. 

37. Based on the foregoing, there is a delay in the completion of the 69 sub-projects 
started in CV 2013 and the 157 prioritized projects in CV 2014 or a total of 226 SPs were 
not completed/not started. thus. the intended beneficiaries were not able to access timely 
the basic social and infrastructure services \vhich they need. 

38. Moreover, validation and inspection 
percent completed for the nvo (2) funding 
P34.056.676.20 -disclosed that they were 
defects/deficiencies. as follows: 

of 31 of the 80 SPs in FO V reported as 100 
sources/modalities with total project costs of 

either non-functional' operational or v,ith 



Location at Camarines 
Stir Provinde 

Sub-Project Project Cost Deficiencies 

Talogon, Caramoan 
Construction of Water 

1 .250. 392.00 

! No potable water: chlorinator non- 
 functional due to no electric connection; 

and no water during summer season 

Guijalo, CaramoanSystem 1333.360.00 Not potable water during rainy season & 
no water during dry season 

San Roque. Caramoan 855 320.00 
Non-functional chlorinator due to 
defective wiring 

Bikal. Caramoan 
Construction/Exten-sion of 
',A/hart 1.727400-00 

Construction is still on-going: cost 
underestimation 

Mambulo Vieics 
Libamanan Mechanical Dryer 1.557 284 50 Not functional: palay not well dried 

Biong. Cabusac improvement of Water 
System 916426.45 Not functional: no flowing water: 

Lurgarda. Cabusao Construction of Patahian 
Ern w" sewing machines 	' 

Not functional: community organizationSta. 
875199.00 not yet established 

Total 8.515,381.95 	1 

39. 	Validation of KC projects also showed that 20 KC deficient SPs implemented at 
FOs V and EVB amounting to P24.394.640.80. 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 
paths\ ay of various streets including two stations in a prik ate property 

• Shorter re-gravei led roads: 
• Comlbrt Roonns inside the classrooms - main door \sith mirror cracks no 

doorknobs. lavatory detached: toilet bov‘ I not flushing: 
• Classrooms \.\ ith not functioning outlet. unpainted roof and KALANI 

marking-not included in the Program of Work. chairs damaged by 
mites/bokbok: 

• Both ends of rip-rap are open. water flows to the residential area during 
raining season; and 

• The street lights' distance between posts is only 12 meters, not in 
accordance with standard distance of 20 meters. 

40. 	The defects:deficiencies have been caused by inadequate planning. monitoring. 
and supervision by the Team assigned in the area, thus, endangers the non-attainment of 
major component of the program which is the project development and provision of 
assistance to community projects which further limit the access to basic social services. 
infrastructures as well as other benefits due them. 

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

c) direct the ACT and BSPNIC to immediately correct the defects/deficiencies 
noted and closely coordinate during planning and pre and post 
construction phases. 

42. 	Manaszement 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 have not 
vet started have been substantially decreased to 139. Of the 139 SPs, 51 are PAMANA 
which implementation is temporarily suspended. The remaining 88 are SPs under MCC 
which procurement processes and other pre-implementation activities have just been 
completed and' implementation will commence by June 2015. Referring to the 31 SPs. the 
following comments are as follows: 

• The 7 SPs observed to be non-functional/non-operational. some were actually 
functional but on a limited capacity to on-going minor works being done under 
defects liability clause of the contract. Others have been applied with mitigating 
controls. 

• The 14 SPs observed to be defects and deficiences, those with minor defects 
have been referred to the operations and maintenance aroups and have been 
acted upon. This is the object of the close monitoring included in the workloads 
of the field staffs. While some were not actual ET. defects apd:or detThier.cies but 
mere Modifications IP:om the original ph -‘ sical targets due to various reasons. 

• The 9 SPs vvith incomplete documentation for reporting and monitoring. 5 have 
already submitted the Sub-Project Completion Reports: are still for completion 
due to ongoing clos'inb of accounts and/or completion of additional works while 
I is for reconstruction because it was inadvertently misplaced. 

• The SP with excessive materials was actually due to the variance of the survey 
output as against the actual construction site. Some sections in the plan were 
relocated due to social safeguards issues. 

C. STATUS OF IMPLEMENTATION OF PRIOR YEARS' AUDIT 
RECOMMENDATIONS 

We made a follow-up on the action taken by management to implement 
recommendations of prior years and noted the following: 

Status of Implementation 
Fully Implemented  

No. of Recommendations 

 

Partially Implemented 	 9 
Not Implemented  
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The results of the validation of implementation of prior years recommendations 

are presented in Annex I. 

D. ACKNOWLEDGENIENT 

43. 	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. 

We request a status report on the action taken on the audit recommendations 

within 61) days from the date of receipt hereof pursuant to Section 88. General Pros isions 

. the General Appropriations Act FY 2(1 14 using the attached Agency Action Plan and 
Status of Implementation (.annex .11. 

Very truly yours. 

B 

F DE JESUS 

Super ising Auditvor 

DS \VD Audit Group 

t`c .vt ei 	Jul \'‘ 	J., Deal,  
BaLism HIli. () 
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Republic of the Philippines 

Commission on Audit 
Commonwealth N venue, Quezon Ca 

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-bisig Laban sa Kahirapan —
Comprehensive and Integrated Delivery of Social Services: Millennium Challenge 
Corporation \\Inch  comprise the statement of financial position as at December 31. 2014. and 
tile statement of linancial perlbrmance. statement of cash Pio \\ s and  statement of changes IL net 
assets equity for the year then ended. and a summary of significant accounting policies and other 
explanatory information. 

lianagcmi 	 o I %Il ncfc,I Staremcnrs 

\ lanagement is responsible for the preparation and fair presentation of these financial statements 
in accordance with Philippine Public Sector Accounting Standards, and for such internal control 
as management determines is necessam to enable the men:Imam o f limancina so:nem-ems that 

I 	-.Lathe: due ta fraud or error. 

off: 	Rao?: 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with Philippine Public Sector Standards in Auditing. Those 
standards require that \ve comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about \thether 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, \vhether 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 nor 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. An 
audit also includes ev aluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management. as \v ell as evaluating the overall 
presentation of the financial statements. 

We believe that the audit evidence \xe have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 



Be 	̀or Chialiticd Opinirm 

As discussed in the Observations and Recommendations of this report. the error omission 

affecting cash accounts of cash accounts amounted to P8.911.442.35 and accounting deficiency 

of 899.661.429.16 as shown in Annex H. 

OHL/Pried 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 fairly. in all material respects the financial 

position of the Kapit-bisig, Laban sa Kahirapan — Comprehensive and Integrated Delivery 
of Social Services: Millennium Challenge Corporation and of its financial performance. 

statement of cash tiotAs and statement of net assets equity for the year then ended in accordance 

k ith Philippine Public Sector Accounting Standards. 

COMMISSION ON AUDIT 

t-) 
Lag 77— 

NIARIBETH F. DE JESUS 
State Auditor V 

Super 	Auditor 
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Republic of the Philippines 
Department of Social Welfare and Development 

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

E-mail: osec©dswd.nov ph 

STATEMENT OF MANAGEMENT'S RESPONSIBILITY 
FOR FINANC.;!AL STATEMENTS 

MikerEum Challenge Corporation (MCC) Grants 

The manacement of Department of Social Welfare and 
Development IS resoofisble for all nformation and re-presentations 
contained in tHe accompanying Statement of Financial Position as of 
Dacember 31, 2014 a-1,-4 the  re!ated Sta temenSta tement of Financial 
Performance. Statement of Cash Flows. Statement of Comparison of 
Budget and Actual Amounts. Statement of Chances 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 
tyasd on the best estimates and informed judgment of management 

aooropriate consLderaton to materially. 

s recard. management mMtans a system of accounting 
repothig 	ch c.P.Di des for the neoessacy.  ntemal corto!s to 

ensure that transaotons are properly authorized and recorded, assets 
are safeguarded acaHst unauthorized use or disposition and liabilities 
are recognized. 

DESE.REr. D FAJARDO 
Director, Financial Management Service 

l-73 1 4 2015 

MATEO d. MONTANO 
Undersecretary, GASSG 

 

FEB 1 4 2015 

 

      

Date SEonod 	 Date Signed 



Annex C 

DEPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT 
Statement of Financial Position 

Consolidated Central and Regional Offices 
02 Foreign Assisted Fund (Kalahi-CIDSS Millennium Challenge Corporation) 

For the Period Ending December 31, 2014 
NOTE 2014 

ASSETS 
Current Assets 
Cash and Cash Equivalents 	 149.109.223 59 
Receivables 	 5 	 '45.339.782.34 
Inventories 	 n 	 1.887.338.91  
Total Current Assets   229 336 324,34  
Non Current Assets 
Property. Parn. and Equipment 	 5 397  433 53 
Other Assays 	 152 752,35  
Total Non-Current Assets 	 5.550235.88  
Total Assets 	 304.88E560.72  

LIABILITIES 
Current Liabilities 
Financial Liabilities 	 9 	 13.585.042.17 
Inter-Acency Payables 	 3 154,549,06 
Total Current Liabilities 	 16 739.591 23  
Non- Current Liabilities 
Financial Llabilaes 	 120 o7o.26  
Total Non- Current Liabilities 	 120 070.26 

Total Liabilities 
NET ASSETS/EQUITY 

Total Net Assets/Equity 

Total Liabilities and Net Assets/Equity 

 

356 361.49 

  

 

258.026 _99.23 

 

238 026 899 23 

 

304,886.560.72 
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Annex D 

DEPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT 
Statement of Financial Performance 

Consolidated Central and Regional Offices 
02 Foreign Assisted Fund (Kalahi-CIDSS Millennium Challenge Corporation) 

For the Year Ended December 31, 2014 
Note 2014 

Revenue 
Ser✓:ce 27C Eusness Income 481.28 
Shares. Grants and Donations 1.378.947250 08 
Total Revenue 	• 1.378.947,731.33 

Less: Current Operating Expenses 
Maintenance and Other Operating Expenses 345715 290.34 
Nor-Cash Expenses 327.578.541  
Total Current Operating Expenses 348.544.668.88 

Surplusi(Deficit) from Current Operations 1.032.403.062.45 

Net Financial 4ssistariceiiSobsidy iid7t 72 1 dirt 951 

Surplus/(Deficit) for the period 160.700.902.20 



Annex E 

7EPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT 
Consolidated Central and Regional Offices 

STATEMENT OF CASH FLOWS 
Fund 102 - Kalahi-CIDSS (Millenium Challenge Corp.) 

FOR THE YEAR ENDED DECEMBER 31, 2014 

Cash Flows From Operating Activities 
Cash Inflows 

Receipt of Notice of Cash Allocation 
Collection of Income. Revenues 

2014 

413.122.209.66 
1.383.461.674.07 

Collection of Receivables 3.557 323.81 
Receipt of Inter-Agency Fund Tra. 	 2,517 539.06 
Other Receipts 202 478.54 
Adiustments 7.238.553.87 

Total Cash Inflows 1,810.129 779.01 
Cash: Ourliows 

Remittance to National Treasury (6.589.554.681 
Payment of Expenses (441,136,950.60) 
Purchase of Inventories (1.807,849.401 
Grant of Cash Advances (487,079.20) 
Payment of Accounts Payable (6.234 570.06) 
RemIttance of Personnel Benefit Contributions and Mandatory 
Deductions (15.717.187.46) 

Chant c 	izt.iti.(hica, Aitsstance.StibisIcii (1.259 427,1669 601 
Otter Disbursements 6.029 533 87. 
Adiustments (28.473.363.96) 

Total Cash Oultows (1 755 9C3.758 83i 
Cash Provided by (Uied in) Operating Activities 44.226,020.18 
Cash Firms from Investing .ActvIties 
Cash Outflows 

Purchase. Construction of Property Plant and Equipment .3.297.808.58) 
Total Casn Outflows (3,297.808.581 

Cash Provided By (Used In) Investing Activities (3,297,808.58) 
Effects of Exchange Rate Changes on Cash and Cash Equivalents 
Total Cash Provided by Operating. Investing and Financing Activities 40.928.211.60 
Add: Cash Balance, Beginning January 1. 2014 108.181.011.99 
Cash Balance, Ending December 31, 2014 149,109,223.59 
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Annex F 

'a,  DEPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT 
Statement of Changes in Net Assets/Equity 

Consolidated Central and Regional Offices 
Fund 102 - Kalahi-CIDSS (Millenium Challenge Corp.) 

For the Year Ended December 31, 2014 
2014 

Balance at December 31, 2013 

Chances in Accounting Policy 

Restated Balance 
Changes in Net Assets: Equity fcr 2013 

adustment c" net revenue recognized d!!-ecty net assets ecity 

Surplusi(Defcit) for the period 

Total recognized revenue and expense for the period 

Balance at December 31, 2014 carried forward 

13.063.879 66 

13.063.879 66 

882.53 

150700 902.20 

155.963,019.57 

288,026,899.23 

2 I 



Annex G 

NOTES TO FINANCIAL STATEMENTS 
CV 2014 

1. General information 

KALAHI-CIDSS Millennium Challenge Corporation (MCC) — a project of $120 
Nli Ilion *rant by the Millennium Challenge Corporation. an  independent Foreign Aid Agenc‘ 

created by the Drifted States Congress to expand the coverage of KALAHI-CIDSS in Luzon and 

Visayas 1 8 7 municipalities kith approximately 4.3 0 1 barangays from CF 2 0 i 1-2015. NICC 

funding will like \A ise support KALAHI-CIDSS expansion into an additional six poorest 

provinces in Luzon { Apayao and Pala \\ an ) and the Visayas tAklan. Anitq ue. Guimaras and 
-Negros Oriental t. It is in line A.N.ith the commuMt -drk, en development CDDi initiativee of the 

Philippine Government, Department of Social Welfare and Development DSWD) programs 

and projects under the KALAHI-CIDSS. where it pro \ ides assistance H ILH enhancing 

community and L oval Government Unit 1.1,G1) capacity: (15) providing seed funding for 

communiLN implementation of self-identified priority projects that help reduce poverty : and (c) 

improving sustainability and L,G1 responsiveness to community needs. Thus. the \ICC. a LS 

based corporation formed a partnership \A ith the DSWD. 

Grant Data 

Project Title 
	

KALAHI-CIDSSWIernium Challenge Corporation Project 

Fund Source 	 Millennium Cha!lerge Ca-pc:rat& 

LoAn,Grant No.  

'3-11 1. -7CUTI 

Signing Date 

COM1OPHL11001 

 

US S,20 0 mlion 

23 September 2010 

 

Effectvny Date 	 25 May 2011 

Closing Date 	 25 May 2016 

Implementing Agency 	 : 	Department of Social ,Ivelfare and Development 
Sector'Sub-sector 
	

: 	Human Development Sector 
Region(s) 	 - 	6 13 in Luzon  — CAR, 11./B and V -  and  3 in the Visayas - VI, VII and  VIII) 
Provirce(s) 
	

24 (13 in Luzon and 11 in the Visayas) 
Apra, Apayao, Ifugao, KaiThga and Mountain Province in CAR: Palawan., 
Marinduque. Occidental Mindoro. Oriental Mindoro and Romulon in 
Region IVB, Camarines Sur, CamarinesNorte and Catanduanes in 
Region V: Aklan, Antique. Guimaras and Negros Occidental in Region VI: 
Bohol, Negros Oriental and Siquijor in Region VII; Biliran, Leyte. Northern 
Samar and Western Samar in Region VIII. 

Benefcianes 
	

5 215 million poor Filipinos (up to 20 years of Compact entry) 



Financial Highlights 

The funding sources for the KALAHI-CIDSS-NICC are as follows: 

Amount in Philippine Peso (Php) 
Funds Grant Agreement Cost Revised Cost" 

Grant Proceeds (P) 5 574 NO 000 5 160 000 000 
GOP (R) 566.000,000 566 000.000 

Total 6.140.000.000 5.726.000.000 
P46 45:US$1 P43: US$1! 

**Subject to ICC approval 

The Multi-Year Financial Plan of the Grant states that the fund shall finance [ht.'. 
inc projects: 

Amount in Millions of CS S 

Protect CIF* Year 1 Year 2 ! Year 3 Year 
4 

Years Total 

Capacility Euilding and Implementing 
Support 

4.91 2.84 1.48 1.11 0.28 10.62 

Grants for Community Proiects 1.82 20. 443 17.99 30 81  24.46 95 51 
Project Management 2.31 3.06 2.31 , 	1.93 1.87 2.39 13.87 
Total Project Cost 2.31 979 25.58 21.40 33.79 27.13 12000 

ppn 

\s of December 3 I. 21114 ut0lized fund is P3.7g6.97 7.09u o h6.8.7"0 disbursement rare 
lean ir,2 PI.881.0 2.603.72 unutilized fund. detailed as tblIoN\ s: 

PROJECT ALLOCATION UTILIZATION 
RATE OF 

UTILIZATION 
UNUTILIZED 

GRANT GRANT GRANT GRANT 
Capacity Balding Arc 
nnolerentation Support !:!ctitoty 567.617.448 73 504 823431 8650 52 794 018 ;3 

Grants For Community Projects 
Actifty 

4.039 637.123 12 2 497  156 990 62%0  ' 542 430 '33 13 

Project Management 491 702.430 60 300.138.806 61% 191 683 624 22 
• TOTAL 5,118.957,002.45 3.302,129.227 65% 1.816.827,775.48 

PROJECT ALLOCATION 	I UTILIZATION 	I 
RATE OF 

UTILIZATION 
UNUTILIZED 

GOP GOP GOP GOP 
Capacity Building Arc 
implementation Support Activity 	' 

406 975449 27 358.430.628 88% ! 48 544,82142 

Giants For Community 
Projects Activity 

34 204 65948 25,350 ;77 77% _.854 482 53 

! 	Project Management 	! 117 852 672.98 110.067,059 93% 7 785.61429 
TOTAL 559,032.781.73 494.847.863 89°,0 64,184,918 24 
GOP utilization is s:ill tentative 

''Di fferenee between the actual and ariccd cost due o dollar corn. ersion 
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Statement of compliance and basis of preparation 

Ti. The consolidated financial statements of the DS \VD hale been prepared in accordance 

ith generally accepted government accounting principles and pertinent laves. rules and 

regulations and comply with the Philippine Public Sector Accounting Standards 

(PPS AST 

2.2. Account; 6. ere con\ erted to conform to the Re iced C hart of Accounts RC 	for 
National Go \ ernment Agencies under Commission on A udit Circular No. 21113-00n 
dined Laidr‘ 

Tliz financial sidicenicui. are presented It 	 Pesos 	icti 	the 

reporting currency of the agency.  

2.4 The agency implemented the Enhanced eV; AS version 2.0 in December. 21)14 to 

comply ycith the PPSAS. Unified Accounts Codes Structure VACS; and the Revised 

Chart of Accounts. 

2.5. The financial statements h 	been prepared on the basis of historical cost. unless 
stated otherwise. 

2.6 The financial statements have been prepared on the basis of historical cost. unless 
stated @chemise. The cash tit) \As 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 The agency uses Accrual Basis of Accounting — All expenses are recognized when 
incurred and reported in the financial statements in the period to v1 /4  hich they relate. 
Income is recorded upon receipt. 

3.1 The cost of ending inxentor>.  of Office Supplies and Materials and other imentor\ 
items are computed using the loving Average Method in accordance with PPS AS. 



Supplies and Materials Purchased for inventory purposes and recorded using the 

Perpetual Inventory Sy stem in accordance with PPSAS. 

3.4. 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. 

3.5. Depreciation on assets is charged on a straight-line basis over the useful life of the 

asset. The residual valueis computed at tie percent effective January I. 2014. 

Account Name 	 Est. Life 

Buildings 	 20-30 years 

Office Equipment 	 5 years 
Furniture. and Fixtures 	 10 years 

Information and Communication Technology Equipment 	 5 years 
Rocks 	 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 	"routment 	 1T1 years 

:Drier Machinery aro Equipment 	 10 years 

Motor Vereies 	 7 years 
:'the' Properiy. Plant and Equipment 	 5 years 

	

3 .(1 . Intangible assets acquired separately are it:Hall\ recoanized at cost. 	ollo,.\ ing Initial 

recognition. intangible assets are carried at cost less any accumulated amortization and 

accumulated impairment losses. 

5.7. The useful life or the intangible assets is assessed as either finite or Indefinite. 

Intangible assets with a Finite life is amortized over its useful life: 

Computer Software 	 5 years 

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

deliver\ and acceptance of the goods. inventory other assets and rendition of set ices to 

the agency. 

3.0 . Incomelreceipts which the aeency are not authorized to use and are required to be 

remitted to the National Treasury are recorded in the National Government (NG) 

Books. However. Interest income from current hank accounts of projects funded H 

Foreign donors \\ ere  required to he reported and refunded back to the grantor in 

compliance vv ith the pros isions of the Financial manual or grant agreements. 
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3.10. A foreign currenc \ 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. 

3.11 Unrealized gains and losses arising from changes in foreign currency exchange rates 
are not cash flows. Hovvever. 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. 

3.12. Correction of fundamdmal errors of prior years are done H adjusting the Accumulated 
Surplus i Deficiti beginning balance account. Fundamental errors affecting current 
year's operation are charged to the current 'year's accounts. 

4. Cash and Cash equivalents 

Account Name Code • CY 2014 
Cash-Collecting Officers 
Petty Cash 
Cash in Bar.k - Local Currency,Ccrrent Account 
Cash in Bank - Modified Disbursement System 

10101010 
10101020 

10102020 
0104040 

118.00 
99.388,39 

148.732.181.91 
977.535 29 

Total 	 149.109.223.59 

Cash in Bank- Local Currency Account includes the funds that were deposited 
ith Authorized Government Depository Bank (AGDB) in accordance with GAFMIS 

Circular Letter No. 2 0 03-0 05 dated November 21. 2003. 

Cash in Bank — Modified Disbursement System (AIDS) Regular contains 
unreleased. unclaimed checks as of December 31. 2014.     

5. RECEIVABLES 

Account Name Code CY 2014 
Accounts Receivable 10301010 677.00 
Due from National Government Agencies 10303010 33Q053.84 
Due from Non-Government 10305030 99.661.429.18 
Organizations; People 
Other Receivables 10305990 48.347.802.34 

Total 48,339,762.34 

Due from NGAs represents the amount paid in advance for supplies to Procurement 

Serxice and suhlect for liquidation. 
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The Due from NGOs/POs for CV 2 014 includes transfers to Baranza communities 
for the KAI. 	CEDSS-NCDDP. 

6. INVENTORIES 

Inventory items of the Department include the folio \A inc.:: 

Account Name Code Amount 

Office Supplies Inventory 10404010 1.655.070.06 
Acccuntable Forms. Plates and StIckers Inventory 10404020 54.068.85 
Other Supplies and Materials Inventory 10404990 178200.00 

TOTAL 1.887.338.91 

the Account Office Supplies Inventory of consist of office supplies. printed special 

terns. IT supplies and ianitorial supplies in stockpile of :he DS \\. D Central Office.  

Other Supplies and Materials Inventory-  seas composed of spare parts purchased for 

the repair and maintenance of vehicles. 

PROPERTY. PLANT AND EQUIPMENT 

Property. Plant and Equipment for CV :014 are summarized as follows:  

OCS" 
ACCCI_TI italTe cone 	. 20 14 AdaII:ors 

CPct ar  Fec4rhe 
31 (;0- 41  

       

Office 	piricsf-: 	 1:605326 797.226 37.928.:0 
Furnitures & Fixtures 	10607010 444.273 77' 95.000.03 	 539 773 72 

Con-tr.:Gallon 
' 	10605030 

TechrcLogy Equicr-ent 1,804.400.91 60.667.96 	 1.664 468 87 

Other Machinery & Equip t. 	13605990 131,632 00 131,832.00: 
Motor Vehicles 	 10606010 3.769 000.00 3,7E9.000 03 
Less: Accumulated Depreciation (1.542.045.5511 
Total 5,397,483.54 

Property . Plant and Equipment is carried at cost less accumulated depreciation. 

Read& maintenance. repair and minor replacements are charged azainst Nlainterance and 

Other Operating Expense HOOD. 

8. Other Assets • 

.-Advances u Officers and Employees pertains to  amount advanced for official tra ei. 

9. Financial Liabilities 

Account Name 	 Code 	CY 2014 
Accounts Payable 	 2010'0 4.0 	13 564,120 4' 
Due to Officers & Employees 	 20101020 	 20,921 76 

Total 	 13.585,042.17 



The Accounts Payable represents the various claims of creditors as of December 31. 
2014. 

Due to Officers and Employees consist of unpaid salaries. fringe benefits. 

reimbursement of transportation and per diem and unclaimed checks as of December 3L 
2014. 

10. Inter-agency Payables 

Account Name 	 Code 	 CY 2014 
Due to Ell=t 	 20201010 	3,057,949.06 
Due to Pag-IBIG 	 20201030 	 94.800.00 
Due to Phrhesith 	 20201040 	 1,800.00 

Total 	 3.154.549.06 

Due to FUR consists of income tax deducted from employees and are remitted during 

the ensuing year. 

Due to Pag-IB1G comprises of Pao-IBIG Premiums. Multi-Purpose Loan and Housing 

Loans and are also remind during the first month of the ensuing year. 

Due to Phill lealth is the unremitted balance from Phill-lealth premiums that are 
included in the January 2015 remittance. 

11. Financial Liabilities 

the account Other Payables include amounts due to other individual 

creditors suppliers. 

12. Accumulated Surplus/Deficit 

Account Name 
Accumulated Surplus/Deficit 

Total 

 

Code CY 2014 
288,026 899 23 

   

30101010 

   

288.026.899.23 

Accumulated Surplus ( Deficit) is the residual interest. V‘ iliCh \las the excess of the 

Department's assets over its liabilities. This account ryas used in lieu of the Government 

Equity account. 

13. Service and Business Income 

Account Name 	 Code 	CY 2014 
Fines and Penalties-Service Income 	 40201140 	 479.68 
Other Service Income 	 40201990 	 1.60  
Total 	 481.28 



the account Fines and Penalties - Service Income is the amount charced or being 

collected by the Department from various contractors suppliers for late delivery of goods and 

services as specified in the Purchase Order. 

14. Shares, Grants and Donations 

Account Name 	 Code 	CY 2014 
Income from Grants and Donations in Cash 	40402010 	1,378,947.250.05  
Total 	 1,378,947,250.05 

This account kt used to record arants and donations received as technical assistance 

and for project implementation from various foreign fundine institutions such as the Asian 

Dekelopment Bank. Millennium Challenge Corporation and United Nation agencies. 

15. Maintenance and Other Operating Expenses 

Account Name Cede CY 2014 
Traye8ng Expenses - _goal 50201010 30.369 647.80 
Training Expenses 50202010 60.983.456.91 
Office Si3cpiies Expenses 50203012 3.379.565.45 
Accountable Forms Expense 50203020 34,125.00 
Rue!. 08 and LiChcarts Excense 50203090:: 831.3431 40 
Other Sucpbes and Materials Expense 50203990 204 602.69 

7:.5r.  ECE"SES EL:7LS:: - 7 07  23 
E.ectrc.ty Expenses 50204020 773 	53 

Cm3her Dem ces 5.320500 
=prone EXzenses 50205020 5.327 557 68 

•nternet "3:bscrctich Ex:terse 5020500,2 '82 273 2.7.  
Aurards,Rewards Expenses 50206010 11.264 00 
4urt.8qMp Senites 5021'020 75.499 52 
Consultancy Servtes 50211030 2.362 888 65 
Other Fhpfess8cral Ser.Hces 5021'990 236.`5-.373 99 
Janitorial Services 50212020 239.295.24 
Secuhty Sem ce..s 50212030 1 24.33 -  06 
Repairs and Maintenance - Machinery and Equipment 50213050. 532.097 44 
RrepaHq and Maincenance - 7's,-cpertahon Eputment 50213060 502.384, 80 
Taxes. Duties and Licenses 50215010 2.609 06 
Rideilty Ecrd Rrerri3n-s 50215020 50.000 30 
Printing and Eutrcaticn Expenses 50299020 733.451 28 
Representation Expenses 50399030 774 557 74 
Transpcmaticr, and Del8dery Expenses 50299040 34,463 77 
R=r t /1 n'a Exnenses 50299050 81859"! 65 
Other Ma±cerance anc Ottenstnc. Expenses 50298990 1.114.843 39 

Total 345.716.990.34 

Traselint: Tkpenses - includes accommodation and daily subsistence al Eck\ ance Ot 

DS D Officials and Employees during_ travels on official business to attend various 

trainincs seminars. consultation meetines for the period Januar\ to December 2014. 

Training Fkpenses consists of payment of honorarium of resource persons. hoard and 
lod 	and or hotel accommodation or panicipants to v arious seminar, trainind - xx orkshops. 
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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 Atanilad Water Services. Inc. for the eater 
consumption at DSWD Central Office. 

Postage and Courier Services represents payment made to the Philippine Postal 
Corporation and Airfreieht 2100. Inc. for mailing services of various communication. door-
to-door delivery of the Department. 

Av‘.ards,Re \yards Expenses represent plaques av‘arded to the prize winner of the 
Contest -Ba 	A‘vards-. 

Telephone Expenses are payments made to the Philippine Lone 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 BIL. load sere ices corporate c-loading systems for use of DSWD Officials 
and Employees who arc Globe Touch Mobile and Smart. Talk and Text subscribers. Also 
included arc reimbursement of individual: postpaid lines payments in lieu of prepaid card 
allocation_ 

Auditing Services are payments made to PLOT for current charges of DSWD - COA 
telephone lines. It also includes traveling expenses of DSWD- COA staff during validation 
and or inspection.  of DSWD Projects. 

nens,2,.; includes ravnicnt  to scr  Ltc  pr Rider. 	 in tine 
•tent-• and the pro amproject consulunL>: 

Other Professional Services are paymentsto DSWD hired \yorkcrs under a Cost of 
Service Contracts. 

16. Non-Cash Expenses 

Account Name Code CY 2014 
Depreciation - Machinery and Equipment 5(0501050 293.9'0.08 
Depreciation - Transportation Equipment 50501060 490.569.74 
Depreciation - Furniture Fixtures and Books 50501070 43.168 71 

Total 827,678.53 

The Depreciation for Land Improvements. Buildings and Other Structures. Machinery 
and Equipment. Transportation Equipment. Furniture and Fixtures and Books are periodic 
cost allocation for the wear and tear the Department's PPE. 

17. Net Financial Subsidy 

Account Name Code CY 2014 
SubsHdy from National Government 40301010 58,478,599.46 
Subsidies - Others 50214990 930.130.759.71 

Total (871,702.160.25) 
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The account Subside from National Government is further broken down as folios\ s: 

NCA Received from Datil 

Operating Requirements 
Field Offices 

83.875.299 77 
44.932,972 89 

TFA 8.348,158.74 
Total 137.156,431.40 
I 	ac-• 

Notice of Transfer of Allocation 44 932.972 89 
Lapsed NOA 32 690,311 53 
Refund of Cash Grants/Adjustments 1.054.547.52 

Total 78.677,831.94 
TOTAL Subsidy from National Government as of 12131/14 58.478.599.46 

The account Financial \ ssistance to NO as pertains to transfer of funds through 

fundi [la checks charged aaainst Loan Proceeds and other Trust accounts to Field Offices Mr 
:he implementation or carious pro_kcts.procrams aetk itias.  

The account 'Subsidies — Others pertains to transfer of community arants for the 
implementation of sub-projects. 

13. Receipt of Notice of Cash Allocation 

The total receipt of notice of cash allocation to cos. e.r operating requirements for the 

I mplementation Of arious prourams projects 71CIIsiCles. repl enids men t Of \ orkina Fund for the 
i--0,Yrari and roofect Mao <import. 

It). Remittance to National Treasury 

The Remittance to National Treasury reftrs to deposit of collections kith the BTr for 

refunds of current and prior 'ear expenses as f. ell as disallosf, ances. miscellaneous income. 
permits and licenses and remittance of interest income. 

20. Payment of Expenses 

This refers to payments of maintenance and other operating expenses and financial  
es penseS. 

21. Grant of Financial Assistance/Subsidy 

This refers payments financial assistance for assistance to individuals in crisis situation as 

a result of the adoption of the e-NGAS version 2.0 and transfer of funds through funding checks 

charged against Loan Proceeds and other Trust accounts to Field Offices for the implementation 
a: various projects programs, acti% ities. 

22. Release of Intra-Agency Fund Transfers 

This pertains to cash outtlm,s for transfer of subside and capital seed fund to Field 
0:fines. 
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Annex H 

MATRIX OF EFFECT ON THE FINANCIAL STATEMENTS 

OF THE ACCOUNTING ERRORS AND DEFICIENCIES 

A. Acco wiring Errors 

Reference 
(Observation/ 	 Errors 

Paragraph \-o.) 

Effect to Total 
Assets/Liabilities/ 

Accounts Afftcted 
Government Equity 

Coder (Over) statement 
Emorsioniissions in Lai:or-dime,  

Rh 	transactions aalactiite cash Cash In B_illk. - LCCA 	 P8,91 

Nef Understatement 8,911,442.35 
Total Assets 304,886.560.72 
Percent to Total Assets 2.9290 

.Vet Overstatement 

Tott! Lia ... ,,, ....... 16,859,66E49 
Percent to iota! Liabilities it MP., 

B imucirs.omissiciE ir. r..:C01,i1112 

L'afliaCriCiTh affect- Mai cash 

accounts 

Expense Aticomilated 

Surpltis i  

Subsidies-Others 

0.-36.488.41)) 

 

   

 

(1.174,95.395) 1  
Net Overstatement 	 (P8,911,442.35) 
Total Accumulated Surplus, 
(Deficit) 288,026.899.23 

Percent to Accumulated Surplus' 
(Deficit) 3.09'1„ 

B. Accounting Deficiencies 

Reference 	. 
(Observation' 

Paragraph Ao.) 
Deficiencies Accounts Affected 	 Amount 

B I 
lartreliabie 'valances or recei \ able 
aCCOLIntS Due from NGOsiBOs 	 P99.661.429.1 6 

Total 	 P99.66 I 20.16 
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Department of Social Welfare and Development 
	 Annex I 

Project: KALAHI-CIDSS: NICC 
Status of Implementation of Prior Years' Audit Recommendations 

Observations 
Ref. 

ults of 
Management Comments/Actions 

	
AuditorsRe

' 
Taken (Update as of May 2015) 	

Validation 
The GOP financial counterpart 2013 Management to implement COA 

in the amount of P64,350,435.36 for CAAR recommendations. prospectively. 
the KALAHI-AF was not utilized for 
its intended purpose due to the 
following: a) charging of expenses of 
other foreign assisted projects 
IFAPc): and b) advance funding by 

• the 	DS fi D 	for 	expenditures 
chargeable against the loan proceeds 
which were not immediately 
reimbursed, tints depriving all other 
expenses of the KC-AF project for Cr 
2013. 	Further, the inclusion of 
expenses of other FAPs and 
PAILLNA 	resulted 	to 	the 
over 	of 	reported 
expenditures in the books-  qf 

e rest mend that lanth:ertent 
to: 

With similar 
'obsemation 

in 2014 

a) 	Stop the use of GOP financial 	 Implemented 
counterpart for grants of sub-projects 
and disburse the same according to its 
intended use: and 

1-)1 	make necessary adjustments 
reclassilication of the payments to its 
respective or appropriate funds for 
consistency or proper reference. 

Not 
implemented 

Purchases of IT Equipment in 2013 Management to implement COA Jmplemented 
the amount of P1,861,055.66 in 2013 CA AR recommendations, prospectively. 	with the 
out of Kil..4111-11CC, JSDF and 	 submission or- 
AusA 	 ,Intormationid Funds were without prior , 
approval by the National Government 	 S. sterri StrateM, 

Offices contrary to COA-DBM Joint ' 	 Plan to 
Intiormation Circular :N-o. 2-97. 
Communication 
Technology 

N.N.e 	recommend 	that 	the ' 	 °like iformerl 
Management to:  
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Observations 
Ref. 

of 
Management Comments/Actions 	

Results 
 

Auditor's 
Taken (Update as of May 2015) 

Validation 

!WC) 

a) 	Submit to NEC. the list of 

procured If Equipment and SoImare 

o.itn their specifications toeether ttith 

its purposes and usage sourced from 

the said grants for their information 

and comments: and 

Close 	nionitorire 	and 

supen Hti,m he undertaken fb. the 

Nat:02d 	Project 	Monitoring 

Committee to ensure the proper 

implerrontation procurement of the 

projcet,  in compliance kith the 

cuideliles on Foreign Assisted 

Project:. 

.Audit of the Community Grants I  2013 

KALARI-CIDSS MCC amounting to CHAR 
P1,617.762,505.44 	revealed the 
foll,?;r1ag utilization dcliciencies: (a) 
IAt 	 of SP GrillTh 0.4 45.08 

,M2rCL'17: or WiliriliZt2d1WiMplgilleiliell 

graan of P888.385.824.54; lba On- 
going 	SPs 	amounting 	to 
P196,436,610.83 not completed 
within 	the six-month period of 
implementation: 	Ica 	Funds 
transferred of P54,148,876.03 to the 
BSPMC remain unutilized as of 
Decenthte 31. 2013: and irb long 
standing SPs of 2012 amounting to 
P4,076,113.93 showed no grants 
released in 2013, thus depriving the 
local households of the benefits due 
them and uncertainty that the 
objectives of the program as set forth 
in the Grant Agreement will be fully 
attained bejbre the closing of the 
grant. 

\A..e 	recommend 	that 	the 

\ laracement: 

Only 30 remain incomplete out of 

the 	388 	identified 	delayed 
completed sub-projects 

Con:!!to 

and 	pro,. ide 	technical 

as:sistJEcc to ensure convjetlou of 

these sub-projects. 

FO Vi:  

• Designation of RPM() 

Technical Staff to serve as anchor 

in the AC rs monitoring and 

technical assistance provision. 

• Mobilization of Municipal 

Coordinating Team Staff to 

complete the remaining sub-

projects. 

• cekly 	tracking 	of 

accomplishment. 

• Fast-tracking of Request Cro 

Fund Release (RFR) and funds 

dot nloadino. 

FO VIII: 

FO V 
Similar audit 
observation is 
_':sassed in 
‘4: 

Partially 

implemented 

34 



Observations 
Ref.Management Comments:Actions 

Taken (Update as of May 2015) 

Results of 
Auditor's 
Validation 

al 	require the BSP\IC to: Iii fast 

track submission of requirements as 

provided in the CBP\I to ensure 

tinier> release of community grants: 

(iil adopt efficient and timely 

procurement procedures in accordance 

%kith the CBPNI: and tik) perform 

resurve) of or update the project 

design soeciticationsiscope of ,\ „,-k 

betOre the procurement, bidding in 

order to avoid additional kk orks or 

several variation orders during project 

itnplementatior: 

hl 	require the :Area Coordinators 

to strictly supervise the adherence of 

the BSPN1C to the period of 1 

implementation: and • 

c) 	monitor and Iblio\ki up \kith the 

Heal offelais so:teemed 

LC 

al,ocatiod approrrial 

the I LC apd the timely and opponigne 

release thereof as prokided in the 

MO . 
‘‘. 

Only eight 18) SPs remaining for 

completion as of December 31. 

2014. The said SPs are targeted to 1 

be completed within the 1st Quarter 

of 21) I 5. 

FO XI: 

All SPs implemented by KC 	AF 

Region 11 for C\ '013 'sere 

completed within the period 

prescribed in the ICC Manual. 

Funds were complefelk utilized and 

duly liquidated per Regional CO.A 

compliance 
. Partial.k 

implemented 

titillation of 120 Sub-Projects 
(SPs) of KC-MCC amounting 

P117,988,642.07 revealed: (a) Not 

functional SPs amounting to 

P12,216,100.69 due to insufficient 

funds estimation/lack of facilitation 

by the Barengay Sub-Project 

Management Committee and other 
stakeholders may result to incomplete 

SPs, thus the waste of government 

fiends: (b) improper storage of 

materials purchased in the amount of 

P985,983.15 months' before the start 

of the project may lead to non-

implementation of the SPs, if not 
partial   implementation,      hence 

s of fun (c) SPs to 
P1,829,274.67 constructed near the he 
danger 	 exposed the  

2013 	f he 	deficiencies 	cited 	in 	the 

CAAR observation 'sere fullk acted upon. 

As of date. only S sub-projects 

remain incomplete due to various 

reasons. 

Management will continue to 

monitor and provide technical 

assistance to ensure completion of 

' these sub-projects. 

FO V: 

Management has required the 

RPM() for a monitoring update and 

the update report declared that 76'),, 

or 336 SPs were already completed. 

Only 4 SPs or 	hake not started. 

Implementation of other  SPs is on- 



Observations 

of 
Ref. . 

Management Comments/Actions 
A 

Results

udi 	s tor ' 
Taken (Update as of May 2015) 

Validation 

• 

risk including its beneficiary-users, 
coffin-Icy to the project safeguard 

policies of the KC-CBLII; 

excessive purchase of construction 

materials due to the overestimation of 

the SP implemented, mar result to 

waste of funds; and tej non-

compliance to KC-Community-Based 
Infrastructure Manual (CHM) 

instructions such .SPs with no 

KALAHI markings and the absence 

of documentary requirements in the 

custody of the BSP.LIC may expose 

the project ownership to exploitation, 

non-maintenance of the projects and 

contrary to KC Manual. 

We recommend that Management 
to: 

e P.P 10 	the ACT 

_we ma: FOCL;F:r11.21-itS 1.01 

fl LaStaiCtLir:. projects are based on 

established documented needs and 

considered only after thorough 

preparation of plans and other pre-' 

construction requirements: 

hI 	Require the ACT and BSPNIC • 

to t act on the immediate correction 

of defects deticiencies noted for the 

full continuity and functionality of the 

SPs for the benelits of the intended 

beneficiaries: 

cl 	Direct the RPNIO: ACT MC f 

to conduct final inspection of the SPs 

and prepare the FIR. SPCR. CCA and ' 

furnish copy to the barangay local 

go eminent and other stakeholders: 

dt Require the BSPNIC to 
maintain documentary requirements at 

their custody and the  update of  

going. 

I Project Management will execute 

an Exit Memo k ith the LGlis. 
RPN:l0 	technical 	staffs 	have 	' 

initiated meetings with the LCEs 

and the key officers regarding the 

arrangements. Additional staff teas 

hired to monitor the project 

implementation. 

No A and N IP have been issued 

to one SP: cieli‘er> of materials are 

on-going to 2 SPs:'chile 

procurement processes are being 

undertaken for the last remaining 

SP. 

E0 

The deficiencies cited in the 

observation \sere tuns acted upon. Ps 

As of 	datd onH 	uP-project  
remains 	incomplete 	due 	to 

deferment and pull out of stair in 

Gandara. Samar. However. \\:ith 

the re engagement this year. 

completion of said SPs is one of the 
conditions l'‘e set \xith the LGTT. 

Partially 

implemented 

Fully 

implemented 

Fu'iy 

implemented 



Observations 

• ' Results of 
Ref. 

Management Comments,Aetions 	
Auditor's 

Taken (Update as of May 2015) 
Validation • 

Cashbook and Fund Utilization 
Report. 

The existence and correctness of! 2013 ! Physical count of PPE \\ as  
fixed asset accounts valued at CAAR I  conducted 	and 	report 	\\ as  ! 
P5,855,218.48 in the Financial 	! submitted. 
Statements cannot be validated, since 
the conduct of inventory 	not Continuous 	updatine 	and 
completed and the inventory report 	 reconciliation of accounts is done 
was not submitted. 	 for PPE !lei.% purchases. 

We 	recommended 	that 
\ 1d:1,12,211:ern: 

a) 	Direct the Propert). and Supple 
Officer Designate to conduct complete 
physical 'memory of all property. 
plant and equipment. regularly. in 
order to determine its physical 
existence and condition. The result 

Nah; 1 ')C iliCy hed Orr the 
pn 	 - 	as 	aaiditist 	the 

lediaer ca.,, and the tom: 
shall be compared Yi.ith those in the 
general led!ier. If there are any 
discrepancies between the ph}sical 
count and hooked PPE. it must he l 
imestidated. cleared and reconciled 
immediately. 

bt Require the Propem and 
'Supply Officer to prepare a Report on 
the Physical Count of PPE after 
inventory takinc and submit the duly 
completed report to the Office of the 
Auditor. cop\ furnish the Accounting 
Unit so that any discrepancy shall he 
immediately \,erilied and adjusted.  

Partially 
implemented 

Not 

implemented 
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