Republic of the Philippines

Commission on Audit
Commonweaith Avenue. Quezon Cin

Management Letter
on the
The Kapit Bisig Laban sa Kahirapan -
Comprehensive and Integrated Delivery
of Social Services (KALAHI-CIDSS) -

Millennium Challenge Corporation (MCQO)
Grant No.: COM10PHL11001

Department of Social Welfare and Development

For the Year Ended December 31,2014




Republic or'the Philippines
COMDMIISSION ON AUDIT
Department of Social Welfare and Development
Otfice of the Secretars
Batasan Hiils. Quezon Cirv

CONFIDENTIAL

Julv 31,2015

Honorable Corazon Juliane - Soliman
Secretary

Department of Social Wettare and Development
Batasan Hills. Quezon City

Madam;
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rsuant toothe Granr Mareemen: Noo COVUDDET 1007
. ne Millzoaium (!tixiie:‘.-_,:e Corroraiion and the Repuhiic
pn e Departinont of Social Welfare und Deveiopment. we have sudited the aocounts
and operattons of the Kupithivig Labun s Rahirapan-Comprehensive and Iniegrawd
Deinvers of - Social - Services Project  (KALAHI-CIDSS)-Millormium Challenge
Corporaiion (CCs for the period ended December 31, 2014, The audit was conductad
in accordance with Philippine Public Sector Standards in Audlt ng.  Those standards
require that we plan and perform the audit to obtuin a reasonable basis for our
conclusions.

~

Z. F'he audit was conducted by the audit teams ! d by Ms. MaVietoria C. Gregorio
and Juoe [ Van Schoonneveldt both State Auditor IV, to {a) verity the level of assurance
that may be placed on Munugement's assertions on the financial statements: (b)
recommend agency improvement opportunities; and (¢} determine the extent of
implementation of prior vears” qudit recommendations.

3. The Independent Auditor's Report. Statement of Management Responsibility on
the Financial Statemients. the Project's statement of financial position. statement of
financial performance. statement of cush Hows and statement of changes in nat
assets equity for the vear then ended. and a summary of signiticant accounting policies
and other e\p!dnatm\ information for calendar vear 2014 are shown in Annexes A-G.
The accounting errors and deticiencies aff fecting the fair presentation of the financial
statements are summarized in Annex H.




4. We wish to bring Lo sour attention our audit obsérvations and recommendations
which were eartier communicated through Audit Observations Memoranda (AOMs) and
discussed in an exit confercnce conducted on June 30, 2014 with concerned DSWD
offivials.  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 Sociai Welfare and
Development for CY 2014,

. A. SUMDMARY OF RECOMMENDATIONS

s For the significant detiviencies obsermved in the course of the audit. we
scommended and Munazement agreed to:

Recording errors omissions resulting i misstarement vr Cashrin Burk ndlances

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

o FO Vi require the Accountants o (i) record the identified reconciling wems:
4 2
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v ohans Palaicest and 1 vace and recenvile the differerces heis con ti
recorded book and bank balances and effect immediately adjusting corracting
entries. it necessant and thercatier submit the BRS to the Auditor within the

preseribed perivd tor review: and
¢ OSECaccountant t adjust the double recording of grants transterred.
Dndiquidaed tund iranstors 1o NGO POs

* demand the liquidation of funds transferred to Barangay communities for the
KALAHI CIDSS-MOC,

Cudizadon of KC-AF-LP 10 other FAPs

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

¢ adustreclassity the charging of expenses from KC-AF 1o the respective
orappropriate funds. as may be necessary.




Loca! Cowrterpare Contribution suiled 1o reach the S0 percent pertormance
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e vertfy and look into the Municipalities which do not comply with the
provisions of the MOA regarding the 30 percént LCC in the costs to ensure
the sustainability and success of the KC projects:

* impose sanctions in case Municipalities continuously fail to comply with the
ahovementioned provisions: and

*  improve the reporting system in the website 1o include not onh tl.; committad
stib-project costs but likewise the setual and demailed costs o retlect the

elfleioncy orthe project in ataining its voals.
Delaved wiimpicmented rot functiona! KALARI-CIDSS sub-projects

o require the KALAHI-CIDSS Regional Monitoring Manacement Unit in
coardination with the field personnel t fast track the completion of SPs:

* adopt measures and institute feedback mechanism system o address the issues
and concerns which hinder the timely completion of projects: and

s diect the AUT and BSPMC w immediately correct the defects deficiencies
covtdiindie ducine planiing wnd pre and post constuction

B. DETAILED OBSERVATIONS AND RECOMMENDATIONS
Financial and Compliance
Recording errors/omissions resulting in misstatement of Cash in Bank bulances

The unrecorded unutilized project fund balances of P7 736 million returned by
various barangays in OSEC and the double recording of KC-MCC communiry
grants of L1175 million understated the account Cask in Bank, LCCH by £8.911
miillion. Correspondingly. overstated the accounts Erpense’~1ccumu[med
Surplus(Deficity and Subsidies-Others by £7.736 million and £ 1175 million,
respectively,

0. Some communit: -heneficiaries of the projects returned the unused balances of the
tunds that were uranted them by depositing in the DSWD-KALAHECIDSS-MCC
account of the DSWD-OSEC with the Development Bank of the Philippines. however,
the copy of the transter notice or daposit ship. as reguired under  item 1.6 of the
Community Finance Manual KALAH-CIDDS Project. ware not fervasded 0 the
DSWD-CO thre the DSWD-FO  for reference and use in the nonitering and

[y
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reconciliation of balances of the Current Account. As of December 31, 2014 the deposits
amounted to B 773648840, of which B1.495.689.90 perains to current sear and
B5.240.798 3. pertains to prior vears. Also. there was a double recording ot wanster of
KC-MCC communiny crants recorded in the account Supsidics-Others amounting to
RIT174.93305

7. Further. vear-end contirmation of bank account of FO V showed a net variance of
£743729.30 betwesn the book and bank bulances due to unrecorded reconciling irems. as
shown below:

Amount .
Account Name/No. . : i ;
Book Balance Bank Balance Variance
MOZFQ Y- A0 Sraris D3T038-030 248372513 ¢ J23rd4s243 T23 70 A0

8. The reconciling ftems were not immediatels identified and agjusted due
delayed non-preparation of BRS because the bank statements could not be found and the
agency has 1o request from LBP and DBP re-issuance of the bank siatements. The
Accountmg Section has updated lately the submission of the BRS to the Audit Team.

9. The wnrecorded unutilized project tund balances of 27736 milliorn returned by
VATIOUs bdld!“*.l\\ in OSEC and the double recording of KC-MCC communiny granss of
R1.175 million understated the account Cusl in Bunk 1O by EY 97 million.
Correspomin'lgl_\. overstated the accounts [ypense decumndared Sur s Deficin and

o E [ - = Tr PO b B LR A %
Suhsidion-trhoiy e B7730 million gnd 87775 miiiog respectiva vy summarized as

Other Accounis

Office Errors/ Omissions . ClB-LCCA e

: I o Affected

b Urrecorded Refund of unutilized ~ Expense .

Q8¢ funcs by varous barangays 173648840 - Accumulaies
o . o Surzivs Cehch
o, Couble -acerd oG of fransier of <2 i an .
2228 L'l,l © TIT4 2583 Cibsicies-Drerss

- _ fau s Zommunty oreris

Total Bg8.911.442.35
10, We recommended and the Secretary agreed to require the:

a. 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:

b. FO.V to require the Accountants to (i) record the identified reconciling
items: (ii) regularly prepare the monthly BRS for all bank aecounts to
determine the reconciling items and establish the existence uand accuracy
of the reported cash in bank balances; and (1) trace and reconcile the
differences between the recorded book and bank balances and effect




immediately adjusting/correcting entries, if necessary: and thereafter
submit the BRS to the Auditor within the prescribed period for review:
and

¢. OSEC accountant to adjust the double recording of grants transferred.
Unliquidated fund transfers to NGOs/POs

The delaved or non-liquidation of fund transfers resulted in the accumulation of the
balance of the account Due from NGOs/POs in amount of £99.661 milfion.

P COA Cireular No. 2007-001 dated October 23, 2007, amending COA Circular
No. 96-0073 dated February 27, 1996, provides the tolfowing:

[ section 3.5 0my [ renimn dv e NGO PO o the granding GO or ame aiosi

nof wiilized (o complete the piroject. Grcluding ferest if i

13. Section 53 = The signing officiul of the GO to the MOA shall cause close
monitoring and inspection of project implemcntation and verification of financial records
and repoits of the NGO PO and shall ensure compliance swith the provisions of the MOA
and the suid Civeulars, Fuowd releases are subject 1o liquidation throwgl submission of

FURs

[+. Section 3.2 — Hithin sivey (60, davs atier the complerion af the projeci the

NGO PO bl sfer e Baal Fu
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fiseor henericiaries  wirlt ileir acceprance acknovwledgment i the
project fuinds goods services received. The validine of these documents shall be verifled
by the interaul auditor or cquivalent officiuly of the GO and shall be the basis of the GO
inrecording the jund viilization in its books of aceounts. These ducuments shall support
the guidution of tunds eravied o the NGO PO

i3 The amount of BY9.661.429.16 outstanding balance of OSEC pertuin w0 the
unliquidated fund transfers to Barangay Communities tor the KALAHI CIDSS-MCC.
The KNALAHI-CIDSS grants were funds to NGOs/POs recorded as Swhsidies-
Orirers Donations tor calendar vear 2014, as recommended by COA, which to date. no
Hgquidation has been reported and posted in the books of the DSWD.

16 The defaved or non-liguidation of fund transters resulted in the accumulation of
unfigquidated tund transfers and the non-retiability of the balunce of the account Due from
NGO POs as appearing in the financial statements.

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

L




Urilization of KC-AF-LP to other FAPs

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,

I8. frem 4.1.4 o DBM-COA-DOF JC No. 2-97 provides that:

The NCA tor [P 1o he re"ed\xu’ u;?rm the suhmission of the BTr

7 i s et i
cortiication of the acteral recein of foan proceeds shail nor be rreaied

o Coinmion Fm.d,fmzae;‘s:ormg DN

Lio Awdin of mensactions pertaining 10 the use of NC-AF-LP revezled on various
dates, expenditures for administrative costs of other FAPs. such as honoraria serices.
board and lodging of seminars. plane tickets, office suppiies. consultancy services and
raining expenses of other loan and grant-funded projects namely. the National
Lo*nmurm Driven Development Project (NCDDP ). Millennium Chaliznge Corporation
OMCO) und Japan Social Development Funds amounting t P1.967.001.76. as follows:

Date Clech § Voucher ! . Girevss

Pripiee

[ssted i \_.- ) S Aeronian

Rty 224 Tt R o L RN
20 Fhe NALAHI-AddIional Financing under NC-AF Loan No., 79350 5 a loan
funded by the World Bank International Bank for Reconstruction and Development
(BRD with effectiviny date of Februan 24, 2011 1o May 31020140 The purpose of

which is w0 empower communites throu -Jh partivipation in local wovernance and
myvolvemen: in the i111ﬂcm-=rtati011 of povern x*duu lon activities with specific eligible
expenditures identitled in the Work and Firancial Plan for the said loan,

21 Further. the 2004 Work Financial Plan of KC-AF for the period January 1 o May
2604 did not include the above expenses. thus resulting on overcharging and
undercharging ot expenses out of the KC-AF-LP and said FAPs. respectively.

22 We 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) adjust'reclassify the charging of expenses from KC-AF to the
respective or appropriate funds. as mav be necessary,



Value for Money Audit
Local Counterpart Cormtribution failed 1w reach the 80 percent performance indicator

The 80 percent performance indieator target of municipalities that will provide
KALAHI-CIDSS Additional Financing and KALAHI-CIDSS-MCC of 30 percent
LGU Counterpart Commitment in 2014 was not attained. whiech 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.

25, Component 2 on Capacity Building and Implementation Support of the KALAHI-
CIDSS Operations Manual showed 3 Performance Indicater that 80 percent of
municipalities provide their KALAHI-CIDSS  Additional Financing (Al LGU
Counterpart Commitment (L.CC) based on their delivery plan.

24 Loder the Communin Based [nfrastructure Munual of KO 7y L rie EHRRTY,
focal courterpart contiiuion (LCC) must reach 300 of the Total Estimeared Profec
Cost Thiv is o compliance swith the Memorandun: 0 Agreement sigined by i

mzzicipaling and the Deparament”

25 Fhe Memorandum of Agreement (VMO A provides the sanction in case of nop-
compliance or violation by the municipalits of any of the provisions of the MOA as

determined by the DSWD after an investication.  The sanction includes. amony others,

the exclusion ofiba T i the nayr ozl o100 NS
N BESTENN OIN TR T B O S e [ - T S el Sl ~
6 che Pvsicad wnd Financia! Report provided By the KO Monitoring Evaluaton as

of December 302002 revealed that 47 cur or 77 nisicipalities covered by the KO NP in
014 failed o meet the corumitied share of 30 percent of the costs of the K.C Sub-profects

iSPsas rolfow s

3 L%
No. of SPs Required 30% of Amount of

Fund | completed | Approved Project | Actual LCC k ‘
i inCY 2014 | Cost-LCC - Undefivered LCC |
fott 52 24087333 08  Zranan

13 ==

w0 A

-

27. Only 30 eronly 38,96 percent of the wial m wiicipalities covered by the KO AF
areas met the 30 percent | CC share. This resulted in the non-tfunding of other SPs ot the
municipalities community and the limited the number of heneficiaries who could have

1
availed of the benetiss duc trom the program. as follow <



.| KC-AF(No.of | KC-MCC (No.of
Region | i

Mun.) SPs)
() 3
I3 1<
1 5
s B z
Yl 3
Vil 1
IX 5
C X 7
X 2
R 1 ;
CARAGA 7 |
T Forty nne barangays of Caramean. Camanes Sur
Alth no dosrloaced commurity crams in 2074

23 Furiher. the Accomp Ei tment Report posted i the DSW D website oes not show
the cost sharing scheme. which comprise the communiny grants from KC-AF and tocal
counterpart contribution rs‘om LGUs. The report enly showed the KC wotal project
amount and did not mention that §6.67 and 34.84 percent of the KC-AF and MCC.
respectively were not fully funded as some municipalities failed o meer the 30 percent
commitment share. which dees not provide informative daw tfor decision making by
stakeholders.

5. Moreover  sangrions provided inothe MON had nar hoon fmposad ae the
+ N

Municisadiios which did not provide the required counicrsan,

2 Management commented  that based on the World Bank Implementation
Completion and Resulis Reporty the KC-AF Project hus evceeded the intermedisie
oticome indicator of municipalities that provide LCC based on their plan having an
actual achievement of' 87 percent against target of 84 pereent. [n tha case of KC MCU.
e actual LOC delivered over the community crant funds released is already ar 33
percent. The ron-tunding of other sub-projects is the result of the participatory resource
atlocation at the municipal fevel or Municipal Inter-Baranzay Forum where ail dele Qyates
decide and rank proposals based on the agreed criteria

3. Hlowever, the reported World Bank [mplementation Completion and Results

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

validation.

22 We recommended and the Secretary agreed to direct the concerned DSWD

officials to:

a) verifv ‘and look into the Munieipalities which do not comply with the

provisions of the MOA regarding the 30 percent LCC in the costs to ensure
the sustatnability and suceess of the KC projects:




b} impose sanctions in case Municipalities continuoush fail to comply with the
abovementioned provisions: and

¢) Improve the reporting system in the website to include not only the
committed sub-project costs but likewise the actual and detailed costs to
retlect the efficiency of the projectin atraining its goals.

)
tad

Management will comply in the future that LCC dama should be included in the
reporting system in the KC website. '

Delared unimplemented not functionai KALAHI-CIDSS sub-projects

Out of 1.404 prioritized SPs in FOs CAR. V and V1 amounting to Pl..all) 726
million. only 470 or 33.47 percent were eompleted. with project costs of P333.693
million. Moreover. the completed 51 SPs amounting to P38.44 million were either
not functional or with various deficiencies/defeets. thus. limiting the access to basic
social services. infrastructures as well as other benetits due the communities.

34 One of the objectives of the KALAHI-CIDSS s empowerment where the
communitics are w%\,e:’ authority to plan. contrel. and make financial decisions during
sub-project (SP) ﬂlcmmratmrﬁ As such. they are primarily responsibie in making sure

that SPs are artined and that there is proper accountabiliny.
:3 i Regiona! Consolidated Physioal and Firascinl Stafus ot =i Sub-

e .- [T I T TR R . EIE BN vy S TR N TN - )
Frogolls e e th.lﬁ];; TUmGE e sQurees medaiiiies, ax ol December 31 = disaosed

the following:

Status : Prioritized Completed i On-gaing Nct yet Started
Funding Ne. © ¢ No. | i No. P Neo. |
Source/ of °  Project Cost of . ProjectCost | ¢f * Project Cost of Project Cost
FO SP SP . ! sp . &P
MMC ) L
SAR A aEaresma o1 L 3ETalse
J 47 TIZTAATITY 480 8T B4RGEgED
/| 256 | SRS o) B4 25347794
suk-cal s 1ORE 123453 7R 270 25€ 837 12C 38 I RiE IBEOCEC2ES0 0 247 T LB ZRR 33313 !
CPAMANA -
U SUTANMI D mamiai EENITEE 3T armiw
Aus-Aid o e
Totel 404 131372389733 470 35389318847 &Jkazo BH2382 &7 14543120704
36, Detuils of implemeniation and staws of the projects are presentad bejow:

9



Office |

Remarks

'CAR | The %4 SPs of the FO CAR in Barangays of Besao, Mt Pravince were not vet -

“implementad as of December 31. 2014 due to the defay in the transfers of community |
grants balances. Further, there were 25 completed SPs out of 37 that were actually 1
one hundred percent compieted as of December 31 2014 out of the advarced funds |

or censtruction materials credited by the commurities but whose funds were stil not
fully transferred to the commurities with 2n aggregate to'al of P3.327.202.23. as
£ .
follows

Modality/Municipaiity. Pravince | Balance of Funding sill
Barangay ‘ for release |
‘ Guaranteed Area i ‘
Canner, Apayao . BM8623
Fasi. Kalinga 132841514
Tingiavar. Kalnga 202587 .84

Rardormly Seiecied Area

SLcay Acra 515.14138
Sucice Azra gL 2R 2L
Sailzcadan Atrs 7382024
Repiacement Araa -
ilaibceng. Abra 492,542 38
Totel 3w m
- The delay was caused by the following factors:
»  Unsubmined required documen's b

&.
o
-
[4]
=
(@]
T
(]
[
3
1}
—
in }
=
[¥2]

Thus, the delay was indicative of negligerce on the part of the prolect monitoring team
in the field who are to closely monitor and assist the completion of documentation.

EQV

There was an average delay of 86.25 days of the 420 completed SPs fom the actuz)

- 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 bensfits that could
hzve been derived by the beneficiaries and communities from these Brojects.

On the 228 SPs stll on-going as ¢f Dec. 31 2014 Managemart commented that
thers s an additonal 130 3Ps comoleted as of March 1. 2015 ard anather 50
expected lo te completed this April and the rest by May 2015, Actua. praent

mplementations of 392 SPs with total project cost of 2395 158.338.11 has not

- staried yet despite  download  of  funds amounting to 2101.800,308.11 to the :

respective BSPMC accounts, however, Management commentad 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 releasa of Local Cantribution Counterparts; ;

| & Weather condition, }

! - » Delayed downloadirelease of funds because of inadequate and improper}

documentation/reports submitted; and
! o Insufficient supply of labor and materials. :
FOVI " The status of impiementation of the 239 SPs at FO VI were further explained as |

 follows:
NG of Pricritized Grant
i Year Status Project Dowrloaded
2013 Mot Campleted ~ 58 83158424 24
Subtotal 58 83158 42224
2014 Completeg 12 1357084443 i
: . Not Completed g3 50.359.112.12 f
j Not Yet Started A4 34,433,477 64 |
’ Subtotai 170 138.402.434 5¢
Total 239 221,561 858 75
The causes of tha dalay ware dus 1o the Khowing

4

subérojeu:a i1 geograghicaliy isclated tarangays. |
+ Some SPs are affected by Typhoon Ruby in the last quarter of CY 2014
» Delavsin the preoara ion and request of funds of community

e Responsiveness of coniractors and suppfiers to Ergage 0 community
5 &10E

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 defays. the RPMO are making strategles to hasten the completion of | 3

on-going sub-prejects and will continue to strictly moritor and provide technical

i - assistance to community and LGU to ensure completion of their request of fund |
' relesse. i

37. Bd:ﬁ‘d on the foregoing. there is a delay in the completion of the 69 sub- -projects
started in CY 2013 and the 157 prioritized projects in CY 2014 or a total of 226 SPs were
not COIﬂplet\,d not started. thus. the intended beneficiaries were not able 10 access timels
the basic social and infrastructure services which they need.

38, Moreover, validation and inspection of 3t of the 80 SPs in FO V ¢ reported as 100
cent Compfﬁted for the two (2) funding sourcesimodalities with total project costs of
056 676.20 disclosed that the_\ were  etther non-functional’operational or with
defects:’dehcrenuu as foiiom



Location at Camarines
Sur Provinée

Sub-Project Project Cost Deficiencies

! No potaple water, chlorinator non-

Tabgon, Caramaoan 1250267 00 ! functional dus te no slectric connsction;
| Consuction of Water LT and no water during summar sgason
N I I ; :
. ¢ System 193 g0 op | NOtpotable water during rainy season &
Guijale, Caramoan : 1,333.380.00 1 . .
, Guialo, Caramoa 333,36 i no waigr during dry ssason \
I Non-functional chiorinator due to !
ig. Caramaan © B3S3A000 e
San Roque. Caramea : 582 defective wiring
i Bikal. Caramoan . Construction/Exten-sion ¢f - Construction is stilf cn-going: cast
| IRl aramos: - whart L1727 40060 | underestimation
M o Viec. L. . L . ‘ .
ambulo Vie Mecranical Dryer ;155728450 Notfunctional: paiay not well dried

Libaranan '
©improvaement of Water

Biong. Cabusac + Not functionat ro flowing water,

- System 91342645 ¢
Sta Lutaarda Cab-usan Censiructior of Patahian Not furctiona community organization
(8 IGAME LAVUSES | Biog i sewing machines | 875.189.00 | rot vat estabiished
Total 851538195
39. Validation of KC projects also showed that 20 K deficient SPs implemented at

FOs V and [VB amounting 10 P24,394.610.80. The deficiencies noted were as foliows:

+ Pathways with scoured shoulder, thickness only measurs 0.15 m and
consirucied along the municipal road. shorter construction: conereting of
pathway of various streets including two stations in a privaie property:

e Snorler re-graveited roads:

e Comfort Rooms inside the classrooms « main door with mirror cracks. no
doorknobs. favarory detached: toilet bowl not tlushineg:

» Classrooms with not functioning outlet. unpainted root and KALAHI
marking-not included in the Program of Work. chairs damaged by
mites/bokbok:

¢ Both ends of rip-rap are open, water flows 1o the residential area during
raining season; and

e The street lights™ distance between posts is onlv 12 meiérs, not in
accordance with standard distance of 20 meters.

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

41. We recommended and the Secretary agreed to:

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



b) 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.

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 434 SPs that have not
yet 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
compieted and’ implementation will commence by June 2013, Referring to the 21 SPs. the
toltowing comments are as follows:

* The 7 SPs observed to be non-functionalnon-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.

o The 14 SPs observed to be defects and deficiences. those with minor defects
have been referred to the operations and maintenance groups and have been
acted upon. This is the object of the close monitoring included in the workioads

oi the field staffs. While some were not actually defects andior deficiencies b

mere modifications from the original physical targets due to various reasons.

* The 9 SPs with incomplete documentation for reporting and monitoring. 5 have
already submitted the Sub-Project Completion Reports: are still for completion
due 1o ongoing closing of accounts and/or complztion of additional works while
[ is for reconstruction because it was inadvertently misplaced.

o The SP with excessive materials was actually due 10 the variance of the survey
output as against the actual construction site. Some sections in the plan were
refocated 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 w0 implement
recommendations of prior vears and noted the following:

Status of Implementation ~ No. of Recommendations

' Fully Implemented '
Partially Implemented
Not implemented

b O




The results of the validation of implementation of prior sear’s recommendations
are presented in Annex 1.

D, ACRKNOWLEDGEMENT

43. We wish to express our appreciation to the Munagement and staff of Department
of Social Welfare and Develepment for the cooperation and assistance extended to our
audit team during the audit.

4= We request a status aken on the audit recommendations
within 60 days trom the date of receipt hercof pursuant to Section 88. General Provisions
i the General Appropriazions Act FY 2014 using the atteched Ageney Action Plar and
status of {impiementation « Annex Jh.

Very truly vours.

) d - ”‘T(_Lf\ o
AL LA T len -//
MARIBETH F DE JE

Supervising —\lel[JO[
DSWD Audit Group

Derarment oo weand Developmient

Batasan Hilt, 0.0
Annexes:

A = Independent Auditor’s Report
B — Statement of Management Responsthility on the Financial Statements
C — Statement ot Financial Position
D — Statement of Financial Performance
E - Statement of Cash Flows
F - Statement OfChan”es ih Net Assets. Equity
(- Notes to Financial Statements
H- Matrix of Etfect on the Financial Statements of the Accounting
Crrors and Deficiencies
P - Results of the Validation of lmplementation of Prior Years™ Audit
Recommendations
F- Agency Action Plan and Status of Implementation
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Republic ol the Philippines ABRSX A

Commission on Audit
Commonweaith Avenue. Quezon City

INDEPENDENT AUDITOR'S REPORT

The Department Secretary
Department of Social Weltare 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: VMillennium Challenge
Corporation which comprise the statement of financial position as at December 31, 2014, and
the statement of Hnancial performance. statement of cash flows and stziement or changes in et
assets-equity tur the yeur then ended. and a summary of signizicant accounting policies and other
explanatory information.

Management's Rexponsihilicy for the Finuncial Starements
Managemient 1s responstbie for the preparation and fair presertation of these financial statements

in accordance with Philippine Public Sector Accounting Standurds. and for such internal control

oot fingneial stoemonte that ass

N - 1 LA e A L m 1m e e e R . §
as managenient determings s necessany o enzhle the rrena

.

chidr Que Lo traud or 2o

Our responsibility i3ty express an opinion on these financizl starements based on our audic We
conducted our audit in accordance with Phitippine Pubiic Sector Standards in Auditing. Those
standarcs require that we comply with ethical requirements and plan and perform the acdit to
obtain reasonable assurarce ahour whether the financial statements are free from material
raisstatement.

An audit nvolves performing procedures to obrain audic evidence abour tke amounts and
disclosures in the financial statements. The procedures seiected depend on the auditor's
Judgement, including the assessment of the risks of material misstaremant of the finaneial
statements. whether due to fraud or error. [In making these risk assessments, the auditor considers
internal control refevant w the entinn's preparation and tair presentation of the financial
statzments inorder to design audit procedures that are appropriaze in the circumstances. bet not
for the purpose ol expressing an vpinion on the effectivenass of the entin 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.

We believe that the audin evidence we have obtained is sufticient and appropriate (o provide a
buasts for our audit apinion.

o



Buxiy for Quuditicd Opinion

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

affecting cash accounts of cash accounts amounted to 88.911.442.35 and accounting deticiency
of P90 661.429.16 as shown in Annex H.

Qualitied Opiaion

[n our opinion. except for the eftects on the financial statements of the matter raferred to in the
preceding paragraph. the financial statements presant fairly, in all material respects the financial
position of the Kapit-bisig Laban sa Kahirapan — Comprehensive and Integrated Delivery
of Nocial Services: Millennium Challenge Corporation and of its financial performance.
statement of cash flows and statement of net assets equity for the vear then ended in accordance
with Philippine Public Sector Accounting Standards.

COMMISSION ON AUDIT

,iyu,(;ﬂu,:.?} a‘ﬁc Or/
MARIBETH F. DE JESUS
State Auditor V
Supervising Auditor
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Republic of the Philippines
Department of Social Welfare and Development
t8P Reed. Batasan Pambansa Complex, Constitution Hills, Quezon City 1126

Telephone Nos. (623) $31-8101 to 07; Telefax (532) 931-8197
E-mail: 0s2¢ @dswd.gov ph
Websita: hipyvawv dewd.cov.on

STATEMENT OF MANAGEMENT S RESPONSIBILITY
FOR FINANCIAL STATEMENTS
Miliznium Challenge Corporation (MCCY Grants
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Annex C

Consolidated Central and Regional Offices
02 Foreign Assisted Furd (Kalahi-CIDSS Millennium Chailenge Corporation)
For the Period Ending December 31, 2014

DEPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT
w Statement of Financial Position

NOTE 2014
ASSETS
Current Assets
Cash and Cash Eguivalents 4 45106 22359
Recer/ables 3 ‘4533673234
Inventories 5 1.887.338.91

Total Current Assats
Non - Currant Assets
Eroperty. P'ant ard Equipment

e~ A mmom e
UTNEr ~88¢18

236 336 324 84

.

-----

Total Non-Current Assats 552023558

Total Assets 304.285,560.72
LIABILITIES

Currant Liabilities

sinancia: Lizhdities g 1358508217

Inter-Agency Pavables G 3184 54508

Total Current Liabilitias 16.730.581.23

Non- Current Liabilities

Frarcial Ligkittes Tel 07028

Total Non- Current Liahiiities - 12007028

Totai Lianilines ‘5358507145
NET ASSETS/EQUITY

2oCJmLEiET Sumis et iz ZEOZAERC G

Total Nat AssetsiEquity 238 025888 23

Tota! Liabilities and Net Assets/Equity 304,886,560.72

I8




Annex D

DEPARTMENT QF SOCIAL WELFARE AND DEVELOPMENT
. Statement of Financial Performance
Consolidated Central and Regional Offices

02 Foreign Assisted Fund (Kaiahi-CIDSS Millennium Chalienge Carporation)
For the Year Ended December 31, 2014

Note 2014
Revenue
Service are Business income 3 13123
Shares. Grarts and Donations 4 ) 1.378.947 250 05
Total Revenue - 1.378.947,731.33
Less: Current Operating Expenses
Mairierarce and Cther Operating Sxpersas 13 A3 712880 24
Nor-Jgsh Sxperses 12 327 675.54
Total Cusrent Operating Expenses o 345,544, 66883
Surplus/(Deficit) from Current Operations 1,032,403.062.45
Net Financ'a! fss's'ance/Subs'dy - ETIIR2 53
Surpius/(Deficit) for the period 180.700,802.20




NDEPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT

STATEMENT OF CASH FLOWS
Fund 102 - Kalahi-CIDSS (Millenium Challenge Corp.)
FOR THE YEAR ENDED DECEMBER 31, 2014

“- Consolidated Central and Regional Offices

Recelpt of Notice of Cash Allocation
Ccilection ¢f Inccme Reveries
Collection of Reoe'vables
Recelnt of Inter-Lgency Furd Trarsiars
Other Receipts
Adiustmenis

Total Casn Inflows

Cash Jufiows

Remittance to National Treasury
Payment of Expenses
Furchase of Inventories
Grani of Cash Advances

Favment oFACCOL s Payatle
Semitance of Persen

Eedm‘crs

nel Eenefit Contributons and Mardaiory

SHIHES RS
Total Casn Oufipws
asi Previded by (Used in} Operating Activities
ash mows from Invesiing Actvities
sh Cutilows
Purchase Corstructior of Procerty. Plant and Equipment
Total Cash Outflows
Cash Provided By (Used Ir) Investing Activities
Effects of Exchange Rate Changes on Cash and Cash Equivaients
Totzl Cash Provided by Operating. Investing and Financing Actiities
Add: Cash Balance, Beginning January 1. 2014
Cash Balance, Ending December 31, 2014

C
C

201

413122 208 68
138343157407
3.557 323 81
2527 53608
20247854
7,233,553 87

810,122 779.01

(5.58

o wn

s I

(487,

—
=
o0
[}
BN NS @

O Oy 0Dy

~|

49
0¢
g4
9.2
0.0

8
0)
0
G
5

—
~

3267 802.58]
(3.297.808.58)

(3.257,808.58}

40.928.211.30
108.181.011.89

149.109,223.5%

Annex E
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Annex I

Statament of Changes in Net Assets/Equity
Consolidated Central and Regional Offices
Fund 102 - Kalahi-CIDSS {Miilenium Challenge Corp.)
Forthe Year Ended December 31, 2014

“' DEPARTMENT OF SOCIAL WELFARE AND DEVELOPMENT

2614
Saiance at December 31, 2013 13.053.87¢ 66
Charges in Accounting Palicy
Restated Balance 13.063.879.66
Changes in Net Assats. Zauity for 2013
Ad ustment ¢f rel raverue recognized dirsctly in net assels eq iy (1737 88258

Surpius{ Deficitt for the oerind 160 70C 802 20

Towal recognized revenee and experse for the period 185962 01857

Balance at December 31, 2014 carried forward 288,026,855.23




Annex G
NOTES TO FINANCIAL STATEMENTS
CY 2014

1. General information

KALAHI-CIDSS Millennium Challenge Corporation (MCC) — a project of S120
Mitlion grant by the Millennium Challenge Corporation. an independent Foreign Aid Agency
created by the Unired States Congress to expand the coverage of KALAHI-CIDSS in Luzen and
Visavas 187 municipatities with approximatels £.301 barangavs from CY 2011-2013. MCC
funding will likewise support KALAHI-CIDSS expunsion into an additional six poorest
provinces in Luzon (Apayao and Palawan) and the Visavas (Aklan, Anigue. Guimaras and
Negros Orientalh 1t is in line with the community -driven developmen: 1CDD: inidatise of the
Philippine Government’s Department of Social Weltare and Development tDSWD) programs
and projects under the KALAH[-CIDSS. where it provides assistance by ia) enhancing
community and Local Government Unit (LGU) capacity: by providing seed funding for
community implementation ot selt-identified prionty projects that help reduce poverty: and o)
improving sustainabifity and LGU responsiveness 1o community needs. Thus, the MCC. a2 LS
based corporation formed a partnership with the DSWD.

Grant Data

KALAHI-CIDSS Lilernium Chailenge Cerporaticn Froiect

Project Tite

Furd Source o Milleanium Challerge Corzeraicr
CORIMCPHLT IS0
¢ra Jursrey o USS*Z0 T miien

23 Septermber 2017
25 May 2011

Closing Date 5 May 2018

MplemEnting AgEncy . Deparimenit of Sucial Velfare and Development

Sector/Sub-sector ) ~ Human Development Secter

Region(s) - © 83inLuzen-CAR VB and V- and 3inthe Visayas - Vi, Vil and VIIIj
Provirce(s! L 24 {13 ir Luzen and 11 i the Visayas)

Aora, Apayao, fugao, Kaiinga and Mourtain Province in CAR; Palawan,
Marindugue. Occidental Mindera. Oriental Mindore and Remelen in

Region VB Camarires Sur, CamarinesNorie and Catanduanss in

Region V. Aklan, Antigue. Guimarzs and Negros Occicentai in Region VI:
Eohal, Negros Oriental ard Siguijor in Region VI, Biliran, Leyte. Northern
Samar and Western Samar in Region VI!i. '
genefciaries _ © 5 2153 million poor Filipinos (up to 2 years of Compact entry;

0



Financial Highlights

i'OI‘(" AW

The tunding sources for the KALAHI-CIDSS-MCC are as follows:

Amount in Philippine Peso (Php)

Funds Grant Agreement Cost Revisad Cost™
Grant Preceeds (B) 5.574,000,000 5,150,000.000.
‘GOP (8 ‘ 566.000.000/ 566.000.000
Total 6.143.G00.000 5.726.000,000
; P45.45:U5%1. P43: USS1

“*Subject to 1CC approsal

The Mulii-Year Financial Plan of the Grant states that the tund shall finanee the

ng projects:

Amountin Millions of U5 §

Projgct CCIF" Year! ' Ysar2 Year3 i Ysar " Year5 = Total
' 4

Caparility Building and !mplementing - 4 G1 284 . 148 1M 0728 10562 ;

Support ! ‘ ' 1 ‘
Grants for Community Preiects - 1.82 2043 178¢ 308t 2445 9551
Project Management ) - 2.31 3.06 23t 193 187 2.39 13.87 1
‘Total Fro_iec* Cost _ 231 0 87y 2558 2140 337¢ 27137 42000

LU LT AT DT DS NIATSY Pundiny

Asof Decomber 31 2014 utiiized fund 5 BI.T96.577.0%0 o 56,877, dishursemen: rate

feuving BLSSLLOT2.693.72 unutilized fund. detal ed as follows

. RATE OF .
PROJECT—__ ~ ALLOCATION UTILIZATION . UTILIZATION UNUTILIZED
: GRANT GRANT GRANT ‘ GRANT
Capaciyy Bulting Arg P 504822 471 02 2904 g et
molemantation Surpert Activity T I 8234% e P2 ‘J_
e TorCommunt ek Lpsesyazie 2emisge 82 “£17.470 433 12
NEAS R _
Project Managemert . G T0Z43060 300138805 £1% . 191.883524.22
- TOTAL 5.118.957,002.45 3302129227 65% ! 1.816.827.775.48
. I RATE OF .
PROJECT . ALLOCATION UTILIZATION UTILIZATION UNUTILIZED
GOF GOP GeP GOP
Capaciy Buiding Arc (R TR 44G 97 - nag | 2 4Q E44 254 48
implemantation Supoort Activity HB 8730 2 356430628 i B5u a2
Grants For Community ( mrs ARE 4 . - L4 amnoa
Projecs Activity B adehd 33t -vB 23,350,077 rs T854.453753 i
i Projsct "ﬂcl"la(]c’ﬂcrl[ I R A o T 08 110067053 93 7785814728
TOTAL 559,032.781.73 434,847,863 83% 64.184918.24

=*GOP utilization is siill rentative
“*Difference between the actual and agreed cost i due to dotlar conversion




In Millions (PHP}

E3 Utilization

Allocation

CBIS GRANTS MANAGEMENT

Allocation

Utilization

B

Statement of compliance and basis of preparation

i

2.1 The consolidated financial statements of the DSWD have been prepured in accordance
with generally accepted covernment accounting principles and pertirent laws rules and
regulations and comply with the Philippine Public Sector Accounting Standards

IPPSASY

220 Acceunts were comverted 1o conform o the Revised Chart of Accounts tRCAY for
National Government Agencics under Commission on Audit Circular Noo 2015002
Juned Jamuary 300 TS

2 The shostatenmonis we presentad in PRilippine Pasos which is the funaionel and

reporting currency of te agzency.,

24 The ageney implemented the Enhanced eNGAS version 2.0 in December. 2014 o
comphy with the PPSAS. Unitted Accounts Codes Suucture (UACS ) and the Revised
Chart of Accounts.

oy

The financial statements have been prepared on the basis of historical cost uniess
stated otherw ise.

]

6. The financial statements have been prepared on the basis of historical cost. unless
stated othenwise. The cash flows statement is prepared using the direct method. The
consolidated financial statements are prepared on an accrual basis,

3. Summary of significant accounting policics

3.1 The agency uses Acerual Basis of Accounting — All expenses are recounized when
incurred and reported in the financial statements in the period © which they relate.
[ncome i recorded upon receipt.

3.2 The cost of ending imventony of Oftice Supplies and Materials and other inventon

ems are compuied esing the Moving Average Method in accordance with PPSAS.




tad

e

%)

tad

h

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

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 recognizad in
expenses as incurred.

Depreciation on assets is charged on a straight-line basis over the useful lite of the
asset. The residual value ts computed at five percent effective Januany 1. 2014

Account Name Est. Life
Builaings 20-30 years
Dffce Sauprent years
Furniture and Fixiures 10 years
Infermation and Communication Tecarcicgy Equizment 5 years
20CKsS 5 years
Communication Equipment 10 years
Censtruction and Heavy Equipment 10 years
Disaster Response and Rescue Equipment 7 years
I ‘edic"‘ Erui:-r"er' 10 years

L Folowing iniual

reco :r amortization and
um Ia[*d mpdwn nt losses.

The useru! fire of the intanuible assets 15 assessed as either tinite or indefinite.

Intanaible assets with a finite life is amortized over its useful life:

Compuser Software 3 vears

Payvable Accounts are recognized and recorded in the book of accounts only upon
delivery and acceptance ot the goods inventory other assets and rendition of services o
the ageney.

meome receipts which the agency are not authorized w use and are required to be
remitted 1o the Natonal Treasury are rccordcd in the National Government (NG
Books. However. Interest income from current bank accounts of projects funded by
soreign donors were required o be reported and refunded back o the grantor  in
complianee with the provisions of the financial manua! or grant agreements.



3100 A foreign currency transaction is recorded. on initial recognition in the Philippine peso.
by applyving w the foreign currenvy amount the exchange rate between the functiona
currency and the fereizn currency at the date of the trensaction.

ST Unrealized gains and losses arising from changes in foreign currency exchange ras
are not cash flows. However. the effect of exchange rate changes on cash and cash
equivalents held in u 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 i presented separately from cash flows from operating. investing and financing
activities. and inctudes the differences. it anyv. if those cash flows had been reported at
end ot period exchange rates.

ot
[

- Correction of fundamental errors ol prior sears are done by adjusting the Accumulated
Surpius 1 Deticity beginning balaice account. Fundamentz! errors affecting current

vear's operation are charged to the current vear's accounts,

4. Cash and Cash equivalents

Account Name Code - CY 2014
Cash-Cullectirg Officers 10191610 118.00
Petty Cash 10101920 6G.388.2¢
Mook im Rark o aesl O irramecy O P
:cslh n Bark Locei Currency, Current ACCOURT ooy 142 737 181 91
Zaship Bark - Modified Disbursement Sysiem RO R,

’ CANACAD 27 7032 2G
PIDS . Segller T
Total - 143.108.223.58

Cash in Bank- Local Currency Account includes the funds that were deposited
~in Authorized Government Depository Bank (AGDB) in accordance with GAFMIS
Circular Letter No. 2003-003 dated November 21. 2003,

Cuash in Bank - Modified Disbursement Svstem (MDS) Regular contains
unreleased unclaimed checks as of December 31,2014,

5. RECEIVABLES

Account Name Code CY 2014
Aczounts Receivahle 1C3t1310 577.00
Oue from National Govamment Agencies 10303010 330,053 84
Due from Non-Gevernment 16305030 9G36142¢.13
Organizations People
Other Recaivables *03058¢E0 48,347 502 34
' Total 148.339,762.34

Due from NGAs represents the amount paid in advance for supplics to Procurement
service and subiect for liguidation.

26



The Due from NGOs/POs for CY 2014 includes transfers to Baransay communitics
for the KALAHI CIDSS-NCDDP.

0. INVENTORIES

inventory items of the Department include the following:

Account Name Code Amount
Office Supplies Inventory 10404010 1.655.070.06
Acccumiable Forrrs. Plates ard Stickars Inventory 10403020 54.066.85
Other Supplies and Materials Inventory 10404990 178.200.00
TOTAL 1.887,338.91

[he Account Office Supplies Inventory of consist of office supplies. p nted special
forms. [T sunplios and fanitorial supphies in stockpile of the DSWD Ceniral Office

Other Supplies and Materials Inventory was composed of spare parts purchased for
the repair and maintenance of vehicles.

. PROPERTY. PLANT AND EQUIPMENT

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

-~ T
ST A AT

£COCUrT Name LCOE 1 onea

T:-__; 13603020 TeT U85 X IC

Furmitures & Fix IGe0TCIE T adagravRieactoic S i
f;::j,fli;j; “f, N 10605030 ¢ 150440091 60.087 56 1564 488 8

Otner Machinery & Equipt. 10605990, 131832.00 sl
Motor Vehicles 7 10e06C0 37589 COC.CO 3,728.00C 0
Less: Accumuiated Depreciation ¢ {1.54284555
Total B B 5,397,483.54

Properts. Plant and Equipment is carried ut cost less accumulated depreciation.
Regular muintenance. repair and minor replacements are charged against Mainterance and
Other Operating Expense (MOOE ),
8. Other Assets

Advances to Officers und Emplovees pertains to amount advancad for official ravel.

9. Financial Liabilities

Acccunt Name Code CY 2014
Accounis Payable 21000 13554 120 4
Due to Tfiicers & Employess 20101020 20,8921 73
Total 13,585,042.17




The Accounts Pavable represents the various claims of creditors as of December 31.
2004

Duc to Officers and Emplovees consist of unpaid salaries. tringe  benefits.
reimbursement of transportation and per diem and unclaimed checks as of December 31.

2004,

10. Inter-agency Pavables

Account Name Code CY 2014
Due to BIR 20201810 3.057.949.06
Due to Pag-iBIG 2020103C 84.800.00
Due to Phihealth 20201040 180000
Total 3.154,549.06

Die 1o BIR consists of income tax deductad from emplosees and are remitted during

g
the ensuing year.

Due to Pag-IBIG comprises of Pag-IBIG Premiums. Multi-Purpose Loan and Housing
Loans and are also remitied during the first month of the ensuing vear,

Due o Philtfealth is the unremitted balance from PhilHealth premiums thar are
mcluded m the January 2003 remittance.

11, Financial Liabitities

The uaccount  Other  Pavables  include  uamounts  due 1o other  individual

creditors suppliers,
lall §

12. Accemulated Surplus/Deficit

Account Name Code CY 2014
Accumuiated Surplus/Deficit 30101010 288,626,899 23
Total 288,026,859.23

Accumulated Surplus (Deficiu is the residual interest. which was the excess of the
Department's assets over 1ts liabilities. This account was used in lieu of the Government
Equity account.

13. Service and Business Income

Account Name Code Cy 2014
Fines and Penalties-Service Income 40201140 47958
Other Service Income 402013¢0 - 180
Total 481.28




I'he account Fines und Penalties - Service [ncome is the amount charg ved or being
cotlected by the Department from various contractors suppliers for late delivery of goods and
ervices as speuhed in the Purchase Order.

14, Shares, Grants and Donations

Account Name ode CY 2014
income from Grants and Donations in Cash 40452010 1,378,547 25005
Tota! 1,378,847,250.05

This account i~ used o record grants and donations received as technical ass5'*ﬂr1“e
and for project implementation tfrom various foreicn funding instititions such ax th
Development Bank. Millennium Challenge Corporation and United Nation agencies.

L]
P
rl)

15, Maintenunce and Other Operating Expenses

Account Name Code cY 2014

Travehng Zxpersss - _ocal 0200045 I00RS 44T 80
Training Expenses 50202010 £0.983.455 81
Cffice Surpnes Sxpenses 30203078 37352345
Accouniable Forms Experse 50203020 3412500
IIANCI T 22134240

5020394 20ER02.85

P e 2

sC 5.027 557 38

Supsericic BrE = YR
Awards Rewards Exnenses 3l E 11.264.0C
duditng Sereces 0zt Ry
Consudltancy Services 50217030 2.302 33885
'of"ss:er.ei Seriices SC21786C 2330837 gd

\ WCES 53212028 23826524

icas 30212030 19433703

- ¥achinery and Equipment 530213050 532.097 .44

- Trgrsuenatien Equisment Z0Z213080 202,28+ 30

35215015 260906

213027 S0 IR0 30

rd r"L.bHCaL]Cu EADENSES 50295025 73325128

=rizficn Excerses 50286050 TTAsET T

riaticn and Delivery Exgenses 50295040 3448577

3z Expenses E0206050 21885735
InIenance anc Qperating Expersss 50255950 1114.843 35

Total 345.716,990.34

fraveling Expenses - includes accommuodation and daily subsistence allowance of
DSWD Officials and Emplovees during travels on official business to attend various
tramings seminars. consultation meetings for the period January © December 2014,

Training Fxpenses consisis of pavment of honorarium of resource persons, board and
lodzing and or hotel accommodation of participants to various seminar, raining - workshops.

2




It also tncludes course tfee and or registration fecs of DSWD Officials and Emplovees to
enhancement training and seminars. :

Water Expenses are payments made to Mavnilad Water Services, Ine. for the water
consumption at DSWD Central Office.

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

Awards, Rewards Expenses represent plagues awarded w the prize winner of the
Contest "Barani'Ka Awards™,

Telephone Bapenses are pavments made o the Philippine Long Distance Telephone
Company (PLDT) for current charges of DSWD Telephone (Landtines) lines. [t also includes
mobtle expenses made to Giobe Telecom. Inc and Smart Communications. inc. for Glohe
Amax and Smart BIZ lead services corporate e-loading svstems for use of DSWD Officiais
and Employess who are Globe Touch Mobile and Smart, Talk and Text subscribers.  Also
included are reimbursement of individual postpuid lines payvments in licu of prepaid card
allocation.

Auditing Services are payments made to PLDT for current charges of DSWD - COA
telephone dines. It abo nclades traveling expenses of DSWD- COA swft during validation
and or inspection of DSWD Projects.

[ T

neyosapensesdncludes pavment to service providers enguged in the

Consy

\ aqaser P T g ET TR P
Jevslapmiant of sy sienis aid Ul prosrwm project consuliants,

Other Professional Services are pavments to DSWD hired workers under a Cost of

Service Contracts.

16. Non-Cash Expenses

Account Name Code cY 2014
Cearacigtion - Machirery and Equipment 50501050 293,540 08
Ceprsciziion - Transperiation Equipment 503501020 430.538.74
Depreciation - Fumniture Fixtures and Books 50501070 £3.138 71
Total 827 678.53

The Depreciation tor 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
Subsicy from Natona: Government 403301010 58 478,559.45
Subsidies - Others 502143€) 93C.180 78¢.7
Total ~ (871,702.180.25)




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

NCA Recaived from DRM

Operating Reauirements 83.875.202.77

Field Offices 44.932.872 89

TRA 8.345 15874
Total 137.156,431.40
Less:

Notice of Transfer of Allocation 44,932 972 88

Lapsed NCA 32569031153

Refund of Cash Grants/Adjustments 1.054,547 52
Total 78,677,531.94

TOTAL Subsidy from National Government as of 12/31/14 58.478,599.46

Fhe account I'i:mnu_‘ll Assistance 0 NGAS pertains to tansfer of tinds through
runding checks charved against Loan meed\ and otlm Trust accounts to Field Offices for

the implemy

The account Subsidies — Others perwins to transfor of community grants for the
implementation of sub-projects.

8. Receipt of Notice of Cash Allocation
The toral receipt of notice of cash allocation w cover operating requirements for the

implemaniation of various programs:proiects activities. replenishment of W arking Fund ftor the

Prozrar and o wHL.I\w\rr—'rm*
19, Remittance to National Treasury

The Remittance o National Treasury relers o deposit of collections with the BTt for
I

refunds of current and prior vear expenses as well as disallowances. misesllaneous meome.
permits and ticenses and tcmgmme of interest income.

20). Payment of Expenses

This refers w0 pavments of maintenance and other operating expenses and financial
S A

21. Grant of Financial Assistance/Subsidy
This refers payments financial assistance for as<i§tante o individuals in crisis situation as
1resultof the adoption of the e-NGAS version 2.6 and transier of funds th rough runding checks

coarged against Loan Proceeds and other Trust accounts to Field Offices for the i implemenizion
07N AMOUS Projeets praarams. activities.

22. Release of Intra- Agency Fund Transfers

This pertains to cash outflows tor transfer of subsidy and capital seed fund to Field
O:tices.

[P



Annex H

MATRIX OF EFFECT ON THE FINANCIAL STATEMENTS

OF THE ACCOUNTING ERRORS AND DEFICIENCIES

A Aceounting Errory

Reference
v (Observation/ Errory
Paragraplr No.)

Accounts Affecred

Effect to Totul
Assers’Liahilities’
Government Equiry

Under (Over) statement

Errors.omissions in recording

B6 ransactions atfacting cash Cash in Bank - LCCA £8.911,442.:53
HCOLINGS
Ney Understatement 8,911, 44235

Total Assets

304,886,560 77

Percent tr Total Assets

2 9.’?0 H

i Ner Overstaterment -
Toral Liahiliios 0,835,604 4y
»

FPervenr ro Torad Liuhilitioy

NI

Expense Accumulatod

B turars. omissions in recording 136488400
s 4 . - - LA DA,
_trapsactions aflecting cash Surplus i Dericin )
Accounts Stbstdies-Others (1.174,953.95)
Net Overstaternent (F8,911,442.33)

Total Accumutated Surplus’

288.026.899.23 |

(Deficit)
Percfuz_{ to Accwmnlited Swrplus, 3067,
{Deficit)

8. Hccounting Deficiencies

Reference
(Observation’
Purugruph No,)

Deficiencios Accounts Affecizd

Amount

, {;n"cllabf:s halances of receivable . o
B.1i ' l Due from NGOs POs

ACOLUNs

B99.661.429.16

Total

[



. ‘ Annex [
Department of Social Welfare and Development

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

Results of
Auditor’s
Validation

Ref Management Comments/Actions
Observations ' Taken (Update as of May 2015)

The GOP financial counterparr 2013 Management w implement COA  With similar
in the amount of £64,350,435.36 for ' CAAR | recommendations. prospectively. observation
the RALAHI-AF was not utilized for | j Cin 2014
is intended  purpose due to  the
following: a) charging of expenses of
other  foreign  assisted  projects
(FAPs): and b) advance funding by
the  DSWD  for  expenditures
chargeable ugainst the loan proceeds
which  were  not  immeidiately
reimbursed, thus depriving all other i
expenses of the KC-AF project for CY |
2015, Further, the inclusion of
cexpenses  of  other  FAPs  and
PAMANA resulted 10 the
CGVersIaiemeing af repoited
eapeindinres in tite bovis of KC-AF
W recommend that Management

AN

) Stop the use of GOP financial - ‘ Implemented
counterpart for grants of sub-projects

and dishurse the same according o its

intended use: and

by make necessary  adjustments | "
reclassification of the pavments to its ;n:);felnwt*d
respective or appropriate funds tor CTTTTTT
COMSISTeNCY or proper reference. |

Purchases of IT Equipment in 2013 | Management to implement COA Implemented

the amount of P1.861,035.66 in 2013 CAAR | recommendations. prospectively,  withthe |
out of KALAHI-MCC, JSDF  and susmission of
Ausdid Funds were withour prior - . information
approval by the Nativnal Goveritment System Strazeg.
Offices contrary to COA-DBM Joint - Planto
Iniormation

frewlar No. 2-97, - R
Circular No. 2-) Communtcation
_ Technology
We recommend that the Ortice (rormerh

_Managemeant w:

~
3

L)




Observations

Ref.

Management Comments/Actions
Taken (Update as of May 2015)

Results of
Auditor’s
Validation

a Submit o NCC. the

; procured T Equipment and Software

with thelr spectfications together with

list of

its purpeses and usage sourced from

the said grants for their information
and comments: and

b Close

SUDCY KN

monitaring
be  undertaken the
Natondd Project Monioring
Cormittee o ensure  the
implerrentation procurement
projects  in compliance
Foreign

ks

the
the

of
with
Juldeiites  on

Protects

proper

Assisted

|
and

NCCH

Awldit of the Community Grants
KALAHI-CIDSS MCC amounting to
Pl617762,505.44 revealed the
following niilizurion deficiencies: (a)
i niadianion of 3P Graniv of 43,08
anniilized unimplemenied

giaali of B8E8383 81454 ik On-

S ST
PEIUCRE 68

going SPs wnonnRting to
R196456,610.83  not  completed
within — the six-month  period  of
irmplemeniaiion ic) Funds

transferred of £54.148,876.03 1o the
BSPMC remain unutilized as  of
Decesabes 31, 20130 and id) long
standing SPs of 2012 amounting to
P4,076.113.93 showed no grans

refeased in 2013, thus depriving the |

local households of the benefits due
thenr  amil  uncertuiny  that

the

Cobjectives of the program as set forth
in the Grant Agreemeznt will be fully
attained  before the closing of the

grant.

W reconimend
Marazemrent

2013

CAAR

CEO VL

Only 30 remain incomplete out of
delaved -

the 388 identified
completed sub-projects

FOV
Similar audit
observation is

Jiscussed in

ATENY
Maragemaent  will continue w0 T
mongorand provide  wehnica!
asslsiance o oensure compietion of
these sub-projects.
FO VI
. Designation ot RPMO
Technical Sttt o serve as anchar
o othe  ACTs  monitoring  and
technical assistance provision.

. Mobilization of Municipal .
Coordinating  Team  Staff w .
complele the  remaining  sub-
projects.

. Woeekls tracking of
accompiishment.

e Fast-rracking of Request for
Fund Release (RFR) and funds
dowwnloading. -~
! = Partially

Cimplementad




Management Comments. Actions

Results of

: LI
Observations Ref Taken (Update as of May 2015) ry\UF]]tO?’ >
- Validation
) require the BSPNIC to: (1) fast Only eight 18) SPs remaining for
track submission of requirements as completion as of December 31,
provided in the CBPM 1o ensure 2014, The said SPs are targeted to |
tmely release of community  grants: be completed within the st Quartzr
(ity adopt  efficient  and  tmeh of 2013,
. procureinent procedures in accordance |
with the CBPM: and (iv) perform FO XI: \
resurvey  of or update the project A SPs implemented by KC - AF
design specificationsseope of  work CRegion XU for CY 2013 were
betore the precurement hidding  in completed  within the  period
order e avord additioral works or prescribed i the KO Manual. |
several sariation orders during proiect Funds were completely unilized and
Cimplemenianon: ! Cduly liquidated per Regional COA
_ compliance .
) reguire the Areu Coordinators cPamialy
te stricthy supervise the adherence of mplemented
cthe BSPMC w0 the period  of |
Cimplementatior: and -
o and foliow up with the
L CHWENTEY o Ui “ad
imedicie aliocaton appropriaiion of
the I LC and dho timely and oprortune
release thereo? as provided in the
MO _ _
Falidation of 120 Sub-Projecrs 2013 The  deficiencies cited in the |
(SPs)  of KC-MCC  amounting CAAR ' observation were fully acted upon.
PII7,988,642.07 reveuled: (a) Not' CAs of dater only 8 sub-projects
functional  SPs  amounting 1 remain incomplete due o various
BI2.216.100.69 dize to insafficient reasons,
funds estimationfdack of fucilitation
by the  Barangay  Sub-Project Management  wili  continue 10!
Manugement Comminee und other cmoniter and  provide  technical
stukeholders may result 1o incomplete Assistance 1 ensure completion of
SPs, thus the waste of government ~these sub-projects,
Jurds; (b} improper  siorage  of |
materials purchased in the umount of B n
B985.983.15 moniths-before the sturt FOV:
of the project may Iead 10 non- s Management  has  required  the
implementaion of the SPs. if nor RPMO for a monitoring update and
partial implemeniation, hence the the updare report declared that 767,
tess of funds: (¢) SPs amounting to or 336 SPy were already completed,
PLE29 27467 constructed near the Only 4 SPS or 8% have not started.
_dunger one exposed the project at [mplementution of other SPsis on-
38



Observations

Ref.

Management Comments/Actions
Taken (Update as of May 2015)

Results of

Auditor

*o
)

Validation

risk including its beneficiary-users,
contrary 1o the project safeguard
policies  of the KC-CBIM; (d)
excessive purchase of construction
materials due to the overestimation of
the SP implemented, may result to

waste  of funds; and (¢} non-
Ccompliance to KRC-Community-Based

Infrastructure Manual  (CBIM) .
instructions  such  SPs  with  no

KALAH] markings und the absence
of documeniary reguirements in the
custody of the BSPMC may expose
the project ownership to exploitation,
noi-mainteitatice of the projects and
contrary to KC Manual.

We recommend that Management |

o

. | R SR A A RN I P
i Aol LI N vis .

e .
WU AL

oy SRR Pt LR TR R A LRSI o
. (AP S [ DRRRN [AER VAT SN AR vt

Tin Freey oty y ~ v 1t .
PHrresirug e PSS are

documented
oy

based on

and

thoroush

IR N aa b
established needs

considered

atter

s preparation. of pluns and other pre- !

Construction requirements:

bh) Require the ACT and BSPMC
te (13 act onn the immediate correction
of defects deficiencies noted for the

- fult continuity and functionality of the

SPs for the benefits of the intended
beneticiaries:

c) Dircct the RPMVO ACTANCT
to cenduct final inspection of the SPs

and prepare the FIR, SPCR. CCA and

furnish copy to the barangay local
aovernment and other stakeholders:

d) Require  the  BSPMO
maiin documaniary raguirements at
their custody  and  the update

of

gOing,

- 2. Project Management will execute

the
statts

Memo with LGUs.

technical

an Exit
RPMO

Rave

- nitated meetings with the LCEs
cand the key officers regarding the .

arranzemen:ts. Additonal statt was
hired monitor  the
implementation.

w

c Ao NoA and NP have been issued

project -

to one SP: deflvery of materials are

on-going  to 2 SPs: while

- procurement processes are being ¢
undertaken for the last remaining .

SP.

CFOVIIL
The  deficiencies e

were [ully seted upoen,

cliied i
ODSErVaion

\ . -

As oo this date, on!

LoLosUb-project
: Devr oy b ar ' v
RIAnS ancoripiete due 1o

rel
determent and pull out of staf! in

Gandara. Samar. However, with |
the r¢  cengagement this  ear

- completion of said SPs is one of the
conditions we setwith the LGU,

Partially
implementad

- Fully

implemen:

Fulis

=d

mmpleinentad

-
~

26



Results of
" Auditor’s
Validation

Management Comments/Actions

Ret i Tiken (Update as of May 2013)

Observations

Cashbook  and  Fund  Utilization |
Répot’l.

‘ The existence and correctness of ! 2013 1 Physical count  of  PPE  was
Jixed asset  accounts valued ar CAAR ! conducted  and  report was |
£3.853,21848 in  the Financial i submitred.

CStarements cannot be validated, since .

“the conduct of inventory was not Continuous updating and |
completed and the inventory report ~reconciliation of accounts is done
was not subminted. tor PPE n2w purchases,

We recommended that
Management:

aj Direct the Property and Supply ‘ Partialfy
. Otficer Desigriate to conduct complete v implemented
physical inventory ot all property. .
plant and equipments  regularly.  in
. Corder to determine  its phusical
; o d e e e Tlaa et
T H S PR Y E SV P AR

Citoeiked ot e

: sorocands and the toral
be compared with those in the
general  ledzer. It there are amy
discrepancies berween the physical
count and booked PPE, it must be |
investizated. cleared and reconciled
immediately.

b Require  the  Property and
Supply Otficer o prepare a Report on
the Physical Count of PP atter
mventory taking and submit the duly .
complered report to the Office ot the
Auditor copy furnisk the Accounting
Lnit so that any discrepancy shall he
immediatels veritied and adjusted.

Noi
Cimplemeniad

e
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