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April 22, 2015

Honorable Maximo M. Calimlim, Jr.
Municipal Mayor
Mapandan, Pangasinan

Sir:	

	We transmit herewith the report on the financial and compliance audit of the accounts and operations of the Municipality of Mapandan, Pangasinan for the year ended December 31, 2014, in compliance with Section 2, Article IX-D of the Philippine Constitution and pertinent sections of Presidential Decree No. 1445.

	The audit was conducted to ascertain the propriety of financial transactions and compliance with prescribed rules and regulations.  It was also made to ascertain the accuracy of financial records and reports, as well as the fairness of the presentation of the financial statements.  Likewise, a Value for Money Audit (VFM) was conducted to determine whether the resources of the Municipality were utilized in an economical, efficient and effective manner.

	The report consists of four parts: Part I – Audited Financial Statements, Part II – Detailed Findings and Recommendations, Part III – Status of Implementation of Prior Year’s Audit Recommendations and Part IV – Annexes.  The findings and recommendations were discussed with concerned management officials and staff of that municipality in an exit conference held on February 26, 2015.  Management’s comments are included in the report, where appropriate.

	We request that the comments and observations and recommendations contained in the said report be fully addressed and we would appreciate being informed of the action taken in this regard within sixty (60) days from receipt hereof, pursuant to Section 88 of the General Provisions of Republic Act No. 10633, otherwise known as the General Appropriations Act of 2014, by accomplishing the Agency Action Plan and Status of Implementation attached herewith.

	We acknowledge the cooperation extended to the audit team by the officials and staff of that Municipality.
[image: ]							
Very truly yours,



	ATTY. ROMULO P.  RIVERA
	  Supervising Auditor


Cc.  The Director, DILG Regional Office No. I, City of San Fernando, La Union
       The Director, BLGF Regional Office No. I, City of San Fernando, La Union
       The Director, DBM Regional Office No. I, City of San Fernando, La Union
       The Presiding Officer, Sangguniang  Bayan, Municipality of Mapandan,  Pangasinan
       The Assistant Commissioner, LGS, COA-Quezon City
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Municipality of Mapandan
Mapandan, Pangasinan

AGENCY ACTION PLAN AND
STATUS OF IMPLEMENTATION
Audit Observations and Recommendations
For Calendar Year 2014
As of December 31, 2015

	Ref.
	Audit Observations
	Audit Recommendations
	Agency Action Plan
	Status of Implementation
	Reason for Partial/Delay/ Non-Implementation, if applicable
	Action Taken / Action to be Taken
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Agency sign-off:
______________________________	_______________
Name and Position of Agency Office		            Date

Note: Status of Implementation may either be (a) Fully Implemented, (b) Ongoing, (c) Not Implemented, (d) Partially Implemented, or (e) Delayed
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	February 27, 2015
Atty. Romulo P. Rivera
Supervising Auditor
Audit Group-D LGS, Pangasinan 1
Lingayen, Pangasinan

Sir:

	In compliance with Section 2, Article IX-D of the Philippine Constitution and pertinent sections of Presidential Decree No. 1445, we conducted a financial and compliance audit on the accounts and operations of the Municipality of Mapandan, Pangasinan for the year ended December 31, 2014.

The audit was conducted to ascertain the propriety of financial transactions and compliance with prescribed rules and regulations.  It was also made to ascertain the accuracy of financial records and reports, as well as the fairness of the presentation of the financial statements.  It was also aimed to determine whether desired results have been achieved and programs have accomplished their purposes.

	The findings and recommendations were discussed with concerned management officials and staff during the exit conference on February 26, 2014.  The management’s comments were included in the report where appropriate.

	A qualified opinion has been rendered on the fairness of the presentation of the financial statements as the Property, Plant and Equipment (PPE) with a net balance of P85,550,706.84 as of December 31, 2014 was not reconciled with the Property Records  due to the non-submission of the Report on the Physical Count of PPE, and the lack of complete and updated Property/Subsidiary Ledger Cards, thus the accuracy and existence of the accounts could not be ascertained.
 
	Our audit was conducted in accordance with generally accepted state auditing standards and we believe that it provides reasonable bases for the results of audit.
				


[image: ]						              Very truly yours,	
						


ROSA MARIETTA J. ESCAÑO
State Auditor IV
Team Leader
				EXECUTIVE SUMMARY

A. INTRODUCTION

In January 1887, Mapandan was established as a Pueblo in response to the cry of early inhabitants from the far flung barrios of southern Mangaldan for self-autonomy. The first site selected to be the center of the town was on the hilly terrain of Barangay Torres, where lush pandan plants then grew abundantly, hence MAPANDAN was named after these plants.

Mapandan is a third class municipality with a population of 34,439 and it is politically subdivided into fifteen barangays. At present, the Municipality is headed by Municipal Mayor Hon. Maximo M. Calimlim, Jr. and assisted by Municipal Vice Mayor Hon. Catalino L. Morales, Jr. together with the Sangguniang Bayan Members.


SCOPE OF AUDIT

The audit consisted of review of operating procedures, inspection of the Municipality’s programs and projects, interview of officials and employees, verifications of accounts, and as such other procedures considered necessary under the circumstances.

A Financial and Compliance Audit was conducted on the accounts and operations of the Municipality of Mapandan, Pangasinan for the year 2014. The audit was conducted to ascertain the propriety of transactions, agency’s compliance to prescribed rules and regulations and accuracy of its financial reports. The audit aimed to ascertain whether goals and objectives were attained in terms of economy, efficiency and effectiveness.


OPERATIONAL HIGHLIGHTS

	The significant accomplishments of the agency for the year 2014 are as follows:

	Name of Project
	Total Cost
	Project Status

	Construction of Canopy and Re-painting of Public Market
	1,766,338.14
	Completed

	Supply/Installation of Various Equipment and Repair of Cages of Mapandan Abattoir
	998,012.52
	Completed

	Construction of Various Farm to Market Roads under GPBP
	7,161,392.79
	On-going

	Construction  of Three (3) units Multi-purposed Drying Pavement under GPBP
	1,147,173.05
	Completed

	Procurement of Farm Machineries under GPBP
	1,662,500.00
	Completed



B. HIGHLIGHTS OF FINANCIAL OPERATIONS

Presented below are the financial position, sources of funds, appropriations and 
obligations of the municipality during the calendar years 2014 and 2013:
	
	
	2014
	2013
	Increase (Decrease)
	%

	Assets
	115,037,161.14
	101,056,440.72
	13,980,720.42
	13.83

	Liabilities
	33,457,198.49
	27,843,205.63
	5,613,992.86
	20.16

	Government Equity
	81,579,962.65
	73,213,235.09
	8,366,727.56
	11.43

	Income
	71,432,015.66
	64,849,667.89
	6,582,347.77
	10.15

	Expenses
	61,575,392.61
	  59,556,597.45 
	  2,018,795.16 
	3.39

	Appropriations
	72,152,675.00
	66,513,837.80
	5,638,837.20
	8.48

	Obligations
	66,835,629.67
	62,612,843.21
	4,222,786.46
	6.74



C. FAVORABLE OBSERVATION

	The Municipality had complied with the Bureau of Internal Revenue (BIR) regulations in the withholding and remittance of taxes from government money payments on goods and services and from compensation paid to employees.  For the year 2014, total tax withheld was P3,772,440.71 of which the amount of P3,398,281.00 was remitted to the Bureau of Internal Revenue as of December 31, 2014 thereby leaving a balance of P599,896.71.  The balance of P599,896.71 was remitted on January 12, 2015.

D. AUDITOR’S OPINION ON THE FINANCIAL STATEMENTS

The auditor rendered a qualified opinion on the fairness of the presentation of the financial statements as the Property, Plant and Equipment (PPE) with a net balance P85,550,706.84 as of December 31, 2014 was not reconciled with the Property Records due to the non-submission of the Report on the Physical Count of PPE, and the lack of complete and updated Property/Subsidiary Ledger Cards, thus the accuracy and existence of the accounts could not be ascertained.

E. SIGNIFICANT FINDINGS AND RECOMMENDATIONS

Hereunder are some of the significant audit findings and the corresponding recommendations that were discussed with the management during the exit conference. Management comments were incorporated in the report, where appropriate.

1. The Property, Plant and Equipment (PPE) with a net balance P85,550,706.84 as of December 31, 2014 was not reconciled with the Property Records due to the non-submission of the Report on the Physical Count of PPE, and the lack of complete and updated Property/Subsidiary Ledger Cards, contrary to Sections 120 and 124, Volume I of the NGAS for LGUs, thus the accuracy and existence of the accounts could not be ascertained.

We have recommended that the Local Chief Executive ensure the proper management and accounting of its properties by undertaking the following measures:

1. Create an Inventory Committee to conduct physical inventory of all Property, Plant and Equipment, prepare an Inventory Report which shall be reconciled with the accounting records and submit a copy to the Auditor not later than January 31, of each year.  
2. Instruct the Accountant to keep complete property, plant and equipment ledger cards or subsidiary ledgers which should reconcile with the corresponding control account of the Property, Plant and Equipment account in the general ledger 
3. Cause the transfer of ownership of the remaining unregistered land in the name of the Municipality in accordance with Section 449 of GAAM, Vol. I, to avoid possible legal problems in the future. 
4. Designate a Property Officer to keep records of all properties of the Municipality, maintain property cards and prepare Property Acknowledgement Receipt for Equipment (PAR) for every property issued to employees and renewed every after three years of issue.
5. Adjust the provision for depreciation of the Office Equipment, Furniture and Fixtures, and Machinery and Equipment that were over-depreciated by P120,650.94, taking into consideration the 10% residual value.

2. The RATA of authorized Officers and Officials of the municipality were paid on a monthly commutable basis without proof of actual work performance, contrary to the provisions of Section 7 Local Budget Circular No. 103 dated May 15, 2013, thus the accuracy of the allowances paid could not be ascertained.

We have recommended the Local Chief Executive to ensure strict compliance to the provisions of Local Budget Circular No. 103 that claims for RATA supported with a certification showing the number of workdays of actual performance in a month issued by the Office of the HRMDO for officials covered under Section 7.1 of LBC No. 103, and by Sanggunian Secretary for the members of Sanggunian Bayan covered under Section 7.5 of the same Circular.
 
The other audit findings and the corresponding recommendations were discussed in Part II of this report.

F. SUMMARY OF TOTAL SUSPENSIONS, DISALLOWANCES AND CHARGES AS OF YEAR END

	The total audit disallowance had a balance of P360,000.00 as of December 31, 2014.

G. STATUS OF IMPLEMENTATION OF PRIOR YEAR’S AUDIT RECOMMENDATION
Of the 5 audit recommendations embodied in the 2013 Annual Audit Report, 3 were implemented while 2 were partially implemented.
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     Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Avenue, Quezon City 





STATE AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS


The Honorable Municipal Mayor
Mapandan, Pangasinan

	We were mandated by the 1987 Philippine Constitution to audit the accompanying financial statements of the Municipality of Mapandan, Pangasinan, which comprise the Consolidated Balance Sheet as of December 31, 2014, and the Statements of Income and Expenses and Cash Flows for the year then ended and a summary of significant policies and other explanatory information.

Management’s Responsibility for the Financial Statements

	Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally accepted in the Philippines and for such internal control as management determines necessary to enable the preparation of financial statements that are free from material misstatement.

Auditor’s Responsibility

	Our responsibility is to express an opinion on these financial statements based on our audit.  We conducted our audit in accordance with generally accepted auditing standards.  These standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatements.

	Our audit involves performing procedures to obtain evidence about the amounts and disclosures in the financial statements.  The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.  An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

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


Basis for Qualified Opinion

	As discussed in Part II of the report, the Property, Plant and Equipment (PPE) with a net balance P85,550,706.84 as of December 31, 2014 was not reconciled with the Property Records due to the non-submission of the Report on the Physical Count of PPE, and the lack of complete and updated Property/Subsidiary Ledger Cards, thus the accuracy and existence of the accounts could not be ascertained.


Opinion

In our opinion, except for the effects on the financial statements of the matters referred to in the preceding paragraph, the financial statements present fairly in all material respects, the financial position of the Municipality of Mapandan, Pangasinan as of December 31, 2014, and the results of its operations and cash flows for the year then ended in conformity with generally accepted accounting principles in the Philippines.


	COMMISSION ON AUDIT
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February 27, 2015
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CONSOLIDATED NOTES TO THE FINANCIAL STATEMENTS


1. General Agency Profile

1.1 In January 1887, Mapandan was established as a Pueblo in response to the cry of early inhabitants from the far flung barrios of southern Mangaldan for self autonomy. The first site selected to be the center of the town was on the hilly terrain of Barangay Torres, where lush pandan plants then grew abundantly, hence MAPANDAN was named after these plants. However, the place was not accepted favorably by most people as it was far from the other sitios. Hence, younger and dynamic men looked for the best location of the town plaza and it was perfectly laid out surrounded by the Roman Catholic Church, the Municipal Hall, the Central School as well as several private establishments.

1.2 From the four original sitios namely Torres-Bonton, Torres-Lambayan, Torres-Luyan and Torres-Jimenez, Mapandan has now fifteen barangays namely: Amanoaoac, Apaya, Aserda, Baloling, Coral, Golden, Jimenez, Lambayan, Luyan, Nilombot, Pias, Poblacion, Primicias, Sta. Maria and Torres.

1.3 The first mayor was Hon. Hilario Aquino who was succeeded by several more including the present administration of the Hon. Maximo M. Calimlim, Jr. whose dynamic and decisive leadership has kept Mapandan in the limelight for its various social, economic and physical developments despite the scarcity of resources considering that our municipality is considered one of the smallest towns in Pangasinan.


2. Basis of Financial Statements Presentation
	
	The consolidated financial statements have been prepared in accordance with the Generally Accepted State Accounting Principles and Standards.


3. Significant Accounting Policies

3.1 Accrual basis of accounting was used. All expenses were recognized when incurred and reported in the financial statements in the period to which they relate. Income was on accrual basis except for transactions where accrual basis was impractical or when other methods were required by law.

3.2 The Modified Obligation System was used to record allotment received and obligations incurred. Separate registries were maintained to control allotments and obligations for each class of allotment.
3.3 Properties of the government which were used by the general public were accounted for under Public Infrastructures. They were dropped from the Property, Plant and Equipment account and recorded in the Registry of Public Infrastructures.

3.4 The straight line method of depreciation was used in depreciating the Properties with estimated useful lives ranging from five to fifty years. For equipment, vehicles and other assets subject to depreciation, depreciation was computed on the month following the purchase date.

3.5 Payable accounts were recognized and recorded in the books of accounts only upon acceptance of the goods/inventory/other assets and/or rendition of services to the agency.

3.6 Accounts were reclassified to conform with the Revised Chart of Accounts of the Manual on the New Government Accounting System (MNGAS).


4. Corrections of Fundamental Errors

4.1 Fundamental errors of prior years were corrected by using Prior Year’s Adjustment account, while errors affecting current year’s operation were charged to the current year’s account.


5. Cash

	This account is broken down as follows:
	
	2014
	2013

	Cash in Bank -Local Currency, Current Account 
	P23,163,523.83 
	P11,355,152.47 

	Cash in Bank-Local Currency, Time Deposits
	1,106,431.59 
	1,101,237.04 

	            Total Cash
	P24,269,955.42
	P12,456,389.51



6. Receivables
This account includes the following:
	
	2014
	2013

	Real Property Tax Receivable
	P600,368.24 
	P327,378.04 

	Special Education Tax Receivable
	600,368.24 
	327,378.04 

	Due from NGAs
	384,739.81 
	677,337.81 

	Due from LGUs
	322,679.92 
	322,679.92 

	Due from Other Funds
	2,713,171.85 
	-   

	Other Receivables
	359,470.52 
	359,051.19 

	Total Receivables
	P4,980,798.58 
	P2,013,825.00 



7. Inventory Account
	This account is composed of the following:
	
	2014
	2013

	Office Supplies Inventory
	P23,234.21 
	P16,065.76

	Accountable Forms Inventory
	4,183.95 
	3,868.84 

	Drugs and Medicines Inventory
	9,588.17 
	16,432.16 

	Total Inventories
	P 37,006.33
	P 36,366.76




8. Property, Plant and Equipment
This account consists of the following:
	
	2013
	Additions / (Reductions)
	2014

	Land
	     P5,894,972.00 
	P                   -
	P5,894,972.00

	Land Improvements
	      1,081,056.29 
	-
	      1,081,056.29

	Buildings
	    78,840,497.19 
	1,632,658.56 
	80,473,155.75

	Office Equipment, Furniture and Fixtures
	8,104,030.77
	412,060.47
	8,516,091.24

	Machineries and Equipment
	      2,872,360.00 
	180,000.00 
	3,052,360.00

	Transportation Equipment
	      2,524,875.44 
	58,520.00 
	      2,583,395.44

	Other Property Plant & Equipment
	12,493,626.36
	141,022.03
	12,634,648.39

	Total
	  P111,811,418.05 
	P2,424,261.06 
	P114,235,679.11

	Less: Accumulated Depreciation
	25,460,252.57
	3,224,719.70
	28,684,972.27

	Net Book Value
	  P86,351,165.48 
	P(800,458.64)
	P85,550,706.84



8.1 Public Infrastructures Registry was increased by Roads, Highways and Bridges P354,983.90, Irrigation, Canals and Laterals P1,055,094.09 and Other Public Infrastructures P79,817.50 completed and transferred.

9. Other Asset

This account consists of the following:
	
	2014
	2013

	Breeding Stocks
	P110,000.00 
	P110,000.00 

	Other Assets
	51,619.06 
	51,619.06 

	Total Other Assets
	P161,619.06 
	P161,619.06 




10. Current Liabilities
This account consists of the following:

	
	2014
	2013

	Accounts Payable
	P974,632.26
	P794,964.19

	Due to BIR
	599,896.71
	306,235.47

	Due to GSIS
	497,510.24
	504,238.80

	Due to PAG-IBIG
	84,875.77
	80,718.63

	Due to PHILHEALTH
	33,675.00
	33,850.00

	Due to NGA's
	3,842,916.54
	634,363.73

	Due to LGU's
	3,081,091.32
	1,905,966.68

	Due to Other Funds
	2,713,171.85   
	- 

	Performance/Bidders/Bonds Payable
	841.24
	841.24

	Trust Liability - DRRM
	5,562,255.32
	3,371,397.67

	Other Payables
	253,586.72
	86,609.66

	Total Current Liabilities
	P17,644,452.97
	P7,719,186.07



11. Loans Payable

This account consists of loans payable to Land Bank of the Philippines and Office of the President which are as follows:

	
	2014
	2013

	Public Market
	P5,081,481.41
	P7,985,185.13

	MRF Building/Parking
	486,847.16
	498,237.07

	One Million One Project
	548,788.16
	548,788.16

	MRF Lots
	-
	264,284.51

	Loans Against IRA
	292,598.16
	585,196.30

	Cemetery Lot
	2,920,263.16
	3,348,672.17

	Cemetery Structures
	5,237,864,.36
	6,018,066.83

	Slaughterhouse Fence
	44,166.63
	220,833.31

	Total
	P14,612,009.04
	P19,469,263.48




12. Government Equity
	
	2014
	2013

	Government Equity, Beginning
	P73,213,235.09 
	P72,348,664.97 

	Adjustment to Beginning Balance
	-  
	(266,169.15)  

	Adjusted Beginning Balance
	P73,213,235.09
	P72,082,495.82 

	Add: Retained Operating Surplus
	-   
	-   

	        Current Operation
	9,856,623.05 
	5,293,070.44 

	        Prior Year's Adjustment
	-   
	-   

	Less:Transfer to Registry
	-   
	-   

	        Public Infrastructures
	(1,489,895.49)
	(4,162,331.17)

	        Reforestration Projects
	-   
	-   

	        Prior Year's Adjustment
	-   
	-   

	Government Equity, Ending
	P81,579,962.65 
	P73,213,235.09 




13. Local Disaster Risk Reduction Management Fund (LDRRMF)
The LDRRMF represents the amount set aside by the LGU to support its disaster risk management activities pursuant to R.A No. 10121 otherwise known as the “Philippine Disaster Risk Reduction and Management Act of 2010”. The amount available and utilized during the year totaled P8,744,714.74 and P912,045.15, respectively, broken down as follows:

	
	Amount

	
	Available
	Utilized
	Balance

	Current Year Appropriation
	 
	 
	 

	Quick Response Fund (QRF)
	P1,037,585.10
	P               -   
	P1,037,585.10

	Mitigation Fund (MF)
	-   
	-   
	         -   

	           MOOE
	1,473,237,10
	319,964.55
	1,153,272.55

	           Capital Outlay
	947,794.77
	592,080.60
	355,714.17

	Total
	3,458,616.97
	912,045.15
	2,546,571.82

	Continuing Appropriation:
	 2,826,745.25
	- 
	 2,826,745.25

	Transferred to Trust Fund C.Y. 2013
	3,371,397.67
	-
	3,371,397.67

	Total
	P9,656,759.89
	P912,045.15
	P8,744,714.74




14. Others
Certain accounts in CY 2013 were reclassified to conform to the CY 2014 financial statement presentation as required in GAFMIS Accounting Circular No. 2007-002 dated January 19, 2007. 
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PART II

DETAILED FINDINGS AND RECOMMENDATIONS


DETAILED FINDINGS AND RECOMMENDATIONS


I. Financial and Compliance Audit  

1. Unreconciled balance of the Property, Plant and Equipment accounts – P85,550,706.84 

	The Property, Plant and Equipment (PPE) with a net balance P85,550,706.84 as of December 31, 2014 was not reconciled with the Property Records due to the non-submission of the Report on the Physical Count of PPE, and the lack of complete and updated Property/Subsidiary Ledger Cards, contrary to Sections 120 and 124, Volume I of the NGAS for LGUs, thus the accuracy and existence of the accounts could not be ascertained.

	Section 124 of NGAS requires that a physical count of property, plant and equipment by type shall be made annually and reported on the Report on the Physical Count of Property, Plant and Equipment (RPCPPE) and shall be submitted to the Auditor concerned not later than January 31 of each year.  Also, Section 120 of the same manual requires that the Chief Accountant shall maintain Property, Plant and Equipment Ledger Cards for each category of assets and Real Property Ledger Cards for Land. 

Section 4(o) of the NGAS for LGUs provides that the straight-line method of depreciation shall be used and a residual value equivalent to ten percent (10%) of the cost shall be set-up. Depreciation shall start on the second month after purchase/completion of the property, plant and equipment.

	In addition, Section 111 of PD. 1445 provides that the accounts of an agency shall be kept in such detail as is necessary to meet the needs of the agency and at the same time be adequate to furnish the information needed by fiscal or control agencies of the government.

	Likewise, Section 114(2) of the same Presidential Decree states that subsidiary records shall be kept when necessary. 

	On the other hand, Section 449 of Government Accounting and Auditing Manual (GAAM), Volume I which provides that Land purchased by agencies of the government shall be evidenced by a Torrens Title drawn in the name of the Republic of the Philippines, or such other document satisfactory to the President of the Philippines that the title is vested in the Government.

	Also, Section 492, Volume I of GAAM provides that Equipment issued by the property officer for official use of officials and employees shall be covered by  Property Acknowledgement Receipt (PAR) which shall be renewed every January of the third year   after  issue, and   PARs  that are not renewed after three years shall not  be  considered in the physical count of the equipment.

	Verification of the financial statements disclosed that as of December 31, 2014, the Property, Plant and Equipment account had net book value of   P85,550,706.84.  

	Further verification revealed deficiencies that caused the non-reconciliation of the PPE accounts, thus its accuracy and existence could not be ascertained, as follows:

1) The required Report on the Physical Count of PPE for CY 2014 was not submitted, thus reconciliations was not undertaken.  

2) Property, Plant and Equipment (PPE) Ledger Cards kept in the accounting unit were incomplete and postings thereto were not updated; and that no Property Cards were being maintained by the Property Custodian, thus the accuracy of the accounts could not be determined and the balances appearing in the Property, Plant and Equipment Ledger Cards or subsidiary ledger cards do not tally with the balance in the General Ledger.

3) Subsidiary Ledgers for Land account with book value of P5,894,972.00 were not provided; and that not all of it were registered in the name of the Municipality but only covered by Tax Declarations.

4) Various Office Equipment in the General Fund with a total book value of P4,069,270.50 had a total accumulated depreciation of P3,767,428.39 at year-end.  Likewise, IT Equipment under Special Education Fund with a total book value of P155,600.00 had a total accumulated depreciation of P155,600.00, an indication that the standard 10% residual value was not considered in the computation of its depreciation, thus the accounts affected showed a total accumulative reduction of P120,650.94.

	We issued Audit Observation Memorandum to inform management of our audit observations which we have discussed in the exit conference. During the exit conference, management informed the Audit Team that an Inventory Committee was already created and assured to comply with the audit recommendations.

We have recommended that the Local Chief Executive ensure the proper management and accounting of its properties by undertaking the following measures:

1. Create an Inventory 	Committee to conduct physical inventory of all Property, Plant and Equipment, prepare an Inventory Report which shall be reconciled with the accounting records and submit a copy to the Auditor not later than January 31, of each year.  

2. Instruct the Accountant to keep complete property, plant and equipment ledger cards or subsidiary ledgers which should reconcile with the corresponding control account of the Property, Plant and Equipment account in the general ledger. 

3. Cause the transfer of ownership of the remaining unregistered land in the name of the Municipality in accordance with Section 449 of GAAM, Vol. I to avoid possible legal problems in the future. 

4. Designate a Property Officer to keep records of all properties of the Municipality, maintain property cards and prepare Property Acknowledgement Receipt for Equipment (PAR) for every property issued to employees and renewed every after three years of issue.

5. Adjust the provision for depreciation of the Office Equipment, Furniture and Fixtures, and Machinery and Equipment that were over-depreciated by P120,650.94, taking into consideration the 10% residual value.

2. Payment of Representation Allowance and Transportation Allowance (RATA) not supported by proof of actual work performance

The RATA of authorized Officers and Officials of the municipality were paid on a monthly commutable basis without proof of actual work performance, contrary to the provisions of Section 7 Local Budget Circular No. 103 dated May 15, 2013, thus the accuracy of the allowances paid could not be ascertained.
		
		Section 7.1 of Local Budget Circular No. 103 dated May 15, 2013, 	provides for a rationalized scheme on the grant of RATA based on the number of 	days of actual work performance on workdays by the official concerned is hereby 	prescribed. The RATA schedule follows:

	Number of Workdays of Actual Work Performance in a Month
	Actual RATA
for a Month

	1 to 5
	25% of the monthly RATA

	6 to 11
	50% of the monthly RATA

	12 to 16
	75% of the monthly RATA

	17 and more
	100% of the monthly RATA



Section 7.5 further provides that for officials who, by the nature of 	their official function, adopt a work schedule other than the usual eight hours per day, forty hours per week, such as the members of the local sanggunian, RATA shall be pro-rated based on actual work/ attendance of the official vis-á-vis the 	work schedule or performance standards prescribed by law or be competent authority, following the schedule.

	Percentage of Actual Work/Attendance in Relation to a Full Monthly Work Schedule
	Actual RATA
for a Month

	25% or less
	25% of the monthly RATA

	26% - 50%
	50% of the monthly RATA

	51% - 75%
	75% of the monthly RATA

	76% - 100%
	100% of the monthly RATA



            On the other hand, the work schedule of Sangguniang Bayan members is provided in Section 52 of the Republic Act (RA) 7160, which states that the minimum number of a regular session shall be once a week for the Sanggunian Bayan.

Post-audit disclosed that the payment of RATA to various officials of the municipality entitled to the allowances were not supported with documentation showing their actual work performance in a month.

	We issued Audit Observation Memorandum to inform management of our audit observations which we have discussed in the exit conference. During the exit conference management gave assurance to comply with the audit recommendation. 

	We have recommended the Local Chief Executive to ensure strict compliance to the provisions of Local Budget Circular No. 103 that claims for RATA supported with a certification showing the number of workdays of actual performance in a month issued by the Office of the HRMDO for officials covered under Section 7.1 of LBC No. 103, and by Sanggunian Secretary for the members of Sanggunian Bayan covered under Section 7.5 of the same Circular.


3. Monthly hazard allowance granted without prior approval 

The Municipal Social Welfare Development Officer (MSWDO) was granted monthly hazard and subsistence allowances of P2,056.80 and P1,000.00, respectively, without the approval of the Local Chief Executive, contrary to Section 16.1.1 and Section 16.1.2.1 of IRR of RA 9433.

Section 16.1.1 requires that all public social workers and public social welfare and development workers assigned in remote and depressed areas, strife-torn or embattled areas, distressed or isolated stations, mental hospitals, leprosaria, areas declared under a state of calamity or emergency which expose them to great danger, volcanic activity/eruption, occupational risks or threats to life as determined by the Head of the Unit with the approval of the Head of Agency/Local Chief Executive, as the case may be. 

	Also, Sec. 16.1.2.1 of the same IRR of RA 9433 requires that each 	agency 	shall prepare a list of positions in its plantilla with the corresponding job 	description/actual duties that describes the basis for justifying such positions who are 	exposed to occupational risks and assigned to places as stated in the preceding 	paragraph. The list shall be subject to the approval by the Head of Agency/Local 	Chief Executive, as the case may be. Occupants of these positions shall then be 	granted hazard pay during their actual periods of work. 

	Further, Sec. 16.1.2.4 clearly provides the period of entitlement to Hazard 	Pay which shall be co-terminus with the duration of the actual assignment of the 	official or employee in the work areas or situations enumerated in item 16.1.1 under 	this section.

In the post-audit of accounts, we found out that the management granted the hazard and subsistence allowances of the Social Welfare Officer without the approval by the Local Chief Executive, and on a monthly commutable basis instead of the actual assignment of the employees on the work areas or situations exposed to hazard or occupational risk, contrary to the provisions of Section 16 of IRR of RA 9433, as stated above.	 

	We issued Audit Observation Memorandum to inform management of our audit observations which we have discussed in the exit conference. During the exit conference management gave assurance to comply with the audit recommendation. 

We have recommended the Local Chief Executive to ensure strict compliance with the IRR of RA 9433 on the grant and payment of hazard and subsistence allowances to the Social Welfare Officer. 


4. Gasoline and oil expenses totaling P1,153,457.16  for the year 2014 were not properly regulated.

Expenditures for gasoline and oil totaling P1,153,457.16 as of December 31, 2014 were not properly regulated, contrary to the requirements of COA Circular No. 77-61 and 75-6, thus the incurrence of unnecessary expenses.

Verification of records showed that the amount of  P1,153,457.16  was spent for gasoline and oil covering the period January 1, 2014 to December  31, 2014 or an average of P96,121.43 more or less in one month, although the municipality has only limited number of vehicles. This is a reiteration of previous year’s audit observation, the recommendation of which was not fully implemented.

COA Circular No. 77-61 and 75-6 clearly provide in letters A – D that exclusive use of government vehicle shall be allowed only to officials specifically authorized under existing appropriation law and other special laws; with the exception of the President, no government official or employee authorized to use any vehicle operated and maintained under existing law shall be allowed to use more than one vehicle; all government motor vehicles shall be used exclusively and strictly for official business.

Further, letter D of the same COA Circulars state that the use of government motor vehicles should be through properly accomplished and duly approved driver’s trip ticket which shall be serially numbered, a summary of which shall be made at the end of the month in a Monthly Report of Official Travels for audit purposes; all motor vehicles owned by the government should be plainly marked, “FOR OFFICIAL USE ONLY”, under which should be written the corresponding name of the Agency operating or using the same; all government vehicles shall bear government plates only except security vehicles which are exempt from using government plates; fuel consumption of government vehicles shall be properly controlled and accounted for through approved Requisition and Issue Voucher or its equivalent; Monthly report of fuel consumption of government motor transportation shall be submitted to the Auditor within the first ten (10) days of the succeeding month; No Official who has been granted transportation allowance by any government office shall be allowed to use government motor transportation. If a government vehicle has to be used a proportionate amount shall be deducted from the transportation allowance of the official concerned; and all expenses regarding any unauthorized use or misuse of government motor transportation shall be disallowed in audit. Accordingly, the officials and employees including drivers responsible therefore shall be held personally liable for the expenditures arising therefrom, in addition to administrative, criminal or civil prosecutions as may be warranted by the circumstances, including the withdrawal of the privilege to use government transportation.

We have recommended the Local Chief Executive to enforce strictly the rules and regulations on the proper use of government motor vehicles as prescribed under COA Circulars 75-6 and 77-61; and strictly for official use.


5. Financial and other reports with their supporting documents not regularly	submitted within the prescribed periods 

Financial and other reports for submission to the Auditor were not being complied within the prescribed periods for their submission, contrary to the provisions Sections 107 and 122 of Presidential Decree No. 1445, thus resulting in delays in the audit of the reports.

Section 107 of Presidential Decree (PD) No. 1445 states that all accountable officers shall render their accounts, submit their vouchers and made deposits of money collected or held by them at such times and in such manner as shall be prescribed in the regulations of the Commission.

Likewise, Section 122 of the same PD requires that whenever deemed necessary in the exigencies of the service, the Commission may under regulations issued by it require the agency heads, chief accountants, budget officers, cashiers, disbursing officers, administrative or personnel officers, and other responsible officials of the various agencies to submit  trial  balances, physical inventory reports, current plantilla  of  personnel and such other reports as may be necessary for the exercise of its functions.

It further provides that failure on the part of the officials concerned to submit the documents and reports mentioned herein shall automatically cause the suspension of payment of their salaries until they have complied with the requirements of the Commission. In addition, no appropriation authorized in the General Appropriations Act shall be available to pay the salary or any official who violates the provisions of this section, without prejudice to any disciplinary action that may be instituted against such official or employee.
	
Likewise, Section 7.2.1 (a) of COA Circular No. 2009-006 dated September 15, 2009 provides that the Chief Accountant, Bookkeeper or other authorized official performing accounting and/or bookkeeping functions of the audited agency shall ensure that: (a) the reports and supporting documents submitted by the accountable officers are immediately recorded in the books of accounts and submitted to the Auditor within the first ten (10) days of the ensuing month.

Records show that collection and disbursement vouchers, and bank reconciliation statements were not yet submitted up to this date as shown hereunder:

	                       Financial Report
	Period Covered

	Collections Reports
	December 2014

	Disbursement Vouchers
	December 2014

	Payrolls
	December 2014

	Bank Reconciliation Statement for SEF and bank statements
	December 2014



The Bank Reconciliation Statements for the period ending December 31, 2014 were not supported with bank statements, and no Bank Reconciliation Statement was submitted for Special Education Fund.

	We issued Audit Observation Memorandum to inform management of our audit observations which we have discussed in the exit conference. During the exit conference management committed to submit the collection reports, disbursements 	vouchers and bank reconciliation statements as of December 31, 2014 the soonest possible time.

The year-end 	trial balance was submitted on time but the collection reports and disbursement vouchers submitted were only up to November 2014 and the bank reconciliation statement for General Fund and Trust Fund up to December 2014 except Special Education Fund and Bank Statement for December.

We have recommended the Local Chief Executive to instruct the Municipal Accountant to update the recording of transactions in the books and to submit regularly within the prescribed deadlines all required financial reports with their supporting documents. 


6. Unauthorized payment of monthly allowances to other National Government 
      Officials  

The COMELEC Election Officer and BIR Collection Officer stationed in the municipality are being paid monthly allowances that is not in accordance with DBM Compensation Policy Guidelines No.98-1 dated March 23, 1998, thus incurring unauthorized expenditures. 

	Audit of disbursements disclosed that the COMELEC Election Officer and (BIR) Collection Officer were granted monthly allowances in the form of honoraria of P3,000.00 and P2,000.00, respectively, although they are not among those national government officials entitled to honoraria chargeable against local funds as specified under Section 447(a)(1)(xi) of R.A. No. 7160, and as clarified in DBM Compensation Policy Guidelines No.98-1 dated March 23, 1998 which provides the list of national government officials who may collect additional compensation in the form of honoraria from the local government unit where they are assigned.

	We issued Audit Observation Memorandum to inform management of our audit observations which we have discussed in the exit conference.  During the exit conference, management took note of our audit observations and assured that they will take appropriate action.

	We have recommended the Local Chief Executive to ensure compliance with DBM Compensation Policy Guidelines No. 98-1 and to submit legal basis in giving allowance to the COMELEC Election Officer and the BIR Collection Officer, otherwise, the payments should be refunded.


II. Value for Money Audit

7. The municipality could have increased its income had all the delinquent market stall rentals amounting to P78,150.00 been collected at year-end.

Lack of efficient collection strategies of market stall rentals resulted in delinquencies totaling P78,150.00 as of December 31, 2014 which remained uncollected, thus depriving the municipality additional income for the operation and maintenance of its economic enterprise.

Review of records from the Municipal Treasurer’s Office revealed that the municipality had delinquent stall rentals totaling P78,150.00 as of December 31, 2014.  The collectibles from market stall rentals had decreased by P8,550.00 or 9.86% compared to last year’s collectibles of P 86,700.00.

It is a well-known fact that the progress of any local government unit is often dependent on its resources and its ability to generate the desired level of income sufficient to pay its mandatory obligations, deliver basic services and implement projects/programs beneficial to the constituents.

The non-collection of delinquent stall rentals hindered the agency from generating additional income that could had been used to augment its scarce resources.

	We issued Audit Observation Memorandum to inform management of our audit observations which we have discussed in the exit conference.  During the exit conference, management took note of our audit observations and assured that they will take appropriate action.

We have recommended the Local Chief Executive to instruct the Finance Committee to come up with a strategy to improve and enforce the collection of delinquent market stall rentals, and to prevent or minimize delinquencies. 


III. Statement of Audit Suspensions, Disallowances and Charges (SASDC)

Statement of Audit Suspensions, Disallowances and Charges (SASDC) as of December 31, 2014 showed a balance of P360,000.00.  

This amount represents the total audit disallowances as of December 31, 2014. The municipality had filed an appeal on the said audit disallowance to the COA Regional Office.
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PART  III

STATUS OF IMPLEMENTATION OF PRIOR YEAR’S AUDIT RECOMMENDATIONS



STATUS OF IMPLEMENTATION OF PRIOR YEAR’S AUDIT RECOMMENDATIONS

Of the five audit recommendations embodied in the 2013 AAR, three were implemented while two were not implemented, hence, reiterated in this Report as discussed below:

	Audit Observation / Recommendation
	Ref.
	Management Action
	Status of Implementation / Reason for Partial / Non Implementation

	1. Gasoline and oil expenses totaling P1,205,622.41 for the year 2013 were not properly controlled and regulated contrary to COA Circular No. 77-67 dated September 26, 1977 thus government resources were not properly utilized. 
	AAR 2013
	Expenses on gasoline and diesel were properly controlled and accounted for through approved requisition and issued vouchers.
	Partially Implemented

The Municipality had only three (3) serviceable government vehicles aside from minidump-trucks for garbage collection, one (1) kabayan for barangay use only due to its machine functionality and two (2) ambulances. However, there is necessity to do government transactions, thus there is tendency to use private vehicles in order not to delay the transactions of those offices with frontline services.

Reiterated in this year’s Audit Report under Finding No. 4, Page 28


	2. The municipality could have augmented its income thru increased collection of market stall rentals had all the delinquent stall rentals amounting to P86,700.00 been collected and had all the vacant stalls on the second floor of the public market been occupied or leased to interested business occupants.
	AAR 2013
	1. Concerned stallholders were advised to settle their delinquencies or their contract of lease will be revoked.

2. No Goodwill Fee is being imposed at the second floor to attract occupants. 
	Partially Implemented

Concerned stallholders are asking consideration for the delay of their payments due to the difficulty of conducting business nowadays.

Reiterated in this year’s Audit Report under Finding No. 7, Page 32
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ANNEXES
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Very truly yours,

ATTY. ROMULOP: RIVERA
Supervising Auditor
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Very truly yours,

ROSA MA A J. ESCANO
State Auditor IV s
Team Leader
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BY:
ATTY. ROMUI % RIVERA

Supervising Auditor
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Republic of the Philippines
MUNICIPALITY OF MAPANDAN
Province of PANGASINAN

Statement of Management’s Responsibility for Financial Statements

The management of the Municipality of MAPANDAN, Pangasinan is responsible
for all information and representations contained in the Balance Sheet as of December 31,
2014 and the related Statement of Income and Expenses and Statement of Cash Flows for
the period then ended. The financial statements have been prepared in conformity with
generally accepted accounting principles and reflect amounts that are based on best
estimates and informed judgment of management with an appropriate consideration of
materiality.

In this regard, management maintains a system of accounting and reporting which
provides for the necessary internal controls to ensure that transactions are properly
authorized and recorded, assets are safeguarded against unauthorized use or disposition and
liabilities are recognized.

L RowsOed
TERESITA G. SORIANO
Municipal Accountant

LIM, JR.
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