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Republic of the Philippines

COMMISSION ON AUDIT

Regional Office No. X



Cagayan de Oro City


May 12, 2014

ENGR. LIONEL ALFREDO A. INFANTE
General Manager 

Kolambugan Water District 

Kolambugan, Lanao del Norte 

Dear Manager Infante:  


We are pleased to transmit the Annual Audit Report (AAR) of the Kolambugan Water District, Kolambugan, Lanao del Norte, for the calendar year ended December 31, 2013, in compliance with Section 2, Article IX-D of the Philippine Constitution and Section 43 of Presidential Decree No. 1445 otherwise known as the Government Auditing Code of the Philippines.  


The audit was aimed at ascertaining the propriety of financial transactions, compliance by the Corporation with prescribed laws, rules and regulations, the accuracy of financial records and reports and ultimately the fairness of presentation of the financial statements. Further, the audit was conducted in accordance with the generally accepted auditing standards and we believe that it provides reasonable basis for the results of the audit. 


The report consists of four (4) parts, Part I – Audited Financial Statements, Part II – Observations and Recommendations, Part III – Status of Implementation of Prior Year’s Audit Recommendations, which were discussed with concerned management officials and staff and Part IV – the Annexes. 


We will appreciate being informed of the actions taken on the recommendations, contained in the report, within sixty (60) days from the date of receipt thereof. 


We acknowledge the support and cooperation extended to our Audit Group by the officials and employees of the Kolambugan Water District.
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Very truly yours, 
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ATTY. ROY L. URSAL


Director IV


Regional Director

Republic of the Philippines
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COMMISSION ON AUDIT

Regional Office No. X

Cagayan de Oro City


May 12, 2014

The Chairman 

Board of Directors  

Kolambugan Water District 

Kolambugan, Lanao del Norte 

Gentlemen: 


We are pleased to transmit the Annual Audit Report (AAR) of the Kolambugan Water District, Kolambugan, Lanao del Norte for the calendar year ended December 31, 2013, in compliance with Section 2, Article IX-D of the Philippine Constitution, and Section 43 of Presidential Decree No. 1445, otherwise known as the Government Auditing Code of the Philippines.  


The audit was aimed at ascertaining the propriety of financial transactions, compliance by the Corporation with prescribed laws, rules and regulations, the accuracy of financial records and reports and ultimately the fairness of presentation of the financial statements. Further, the audit was conducted in accordance with the generally accepted auditing standards and we believe that it provides reasonable basis for the results of the audit. 


The report consists of four (4) parts, Part I – Audited Financial Statements, Part II – Observations and Recommendations,  Part III – Status of Implementation of Prior Year’s Audit Recommendations, which were discussed with concerned management officials and staff and Part IV – the Annexes. 


We have requested the General Manager, Kolambugan Water District, for the information on the actions taken on the recommendation, contained in the report within sixty (60) days from the date of receipt thereof. 


We acknowledge the support and cooperation extended to our Audit Group by the officials and employees of the Kolambugan Water District.
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Very truly yours,   
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ATTY. ROY L. URSAL


Director IV


Regional Director

Republic of the Philippines
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COMMISSION ON AUDIT

Regional Office No. X

Cagayan de Oro City

OFFICE OF THE SUPERVISING AUDITOR

Audit Group I -Water Districts


May 9, 2014

ATTY. ROY L. URSAL
Regional Director

Commission on Audit

Regional Office No. X

Cagayan de Oro City

Sir:


In compliance with Section 2, Article IX-D of the Philippine Constitution and pertinent provisions of Presidential Decree No. 1445, otherwise known as the Government Auditing Code of the Philippines, we audited the accounts and operations of Kolambugan Water District, Kolambugan, Lanao del Norte for the year ended December 31, 2013.


The audit was conducted to ascertain the propriety of the agency’s financial transactions; its compliance with laws, rules and regulations; and the efficiency of its operations.  It was also conducted to ascertain the accuracy of the financial records and reports and the fairness of presentation of the financial statements.


Our report consists of four (4) parts, namely, Part I – Audited Financial Statements, Part II – Observations and Recommendations, Part III – Status of Implementation of Prior Years’ Audit Recommendations and Part IV - Annexes.   The observations and recommendations were communicated to Management thru Audit Observation Memorandum and discussed with management officials and staff.   Their comments are included in the appropriate portion of this report.  


There is reasonable assurance that the financial statements/records/reports are free of material misstatements and are prepared in accordance with Philippine Financial Reporting Standards (PFRS)/accounting principles generally accepted in the Philippines.


Our audit was conducted in accordance with the Philippine Standards on Auditing (PSA) and we believe that the audit evidence we have obtained provides reasonable basis for our audit opinion/report.
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Very truly yours,


EDWIN GAA CANIOS

State Auditor V

Supervising Auditor
Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. X
Cagayan de Oro City
Team 5, Audit Group I – Water Districts

May 5, 2014

Mr. Edwin Gaa Canios

State Auditor V

Supervising Auditor

Audit Group I- Water District

Commission on Audit

Regional Office No. X

Cagayan de Oro City

S i r:

In compliance of Section 2, Article IX-D of the Philippine Constitution and Section 43 of Presidential Decree No. 1445, we audited the accounts and operations of the Kolambugan Water District, Kolambugan, Lanao del Norte, for the year ended December 31, 2013.

The audit was conducted on a test basis to ascertain the propriety of financial transactions and compliance of the agency to prescribed rules and regulations.  It was also made to ascertain the accuracy of financial records and reports and the fairness of the presentation of the financial statements.

Our attached  report consists of four parts, Part I – Audited Financial Statements, Part II – Observations and Recommendations which were discussed with concerned management officials and staff during the exit conference conducted on March 19, 2014, Part III – Status of Implementation of Prior Year’s Recommendations, and Part IV – Annexes.

In our opinion, except for the effects of the matters discussed in Part II of this report, there is reasonable assurance that the financial statements are free from material misstatement(s) and were prepared in accordance with applicable laws, rules and regulations and in conformity with generally accepted state accounting principles.

Our audit was conducted in accordance with generally accepted state auditing standards, and we believe that it provides reasonable basis for the results of audit.


Very truly yours,


MACRINA M. GENTILES


State Auditor III

Audit Team Leader

Republic of the Philippines
COMMISSION ON AUDIT

Commonwealth Avenue

Quezon City

ANNUAL AUDIT REPORT

ON THE

KOLAMBUGAN WATER DISTRICT

Kolambugan, 

Province of Lanao del Norte
For the Year Ended December 31, 2013

EXECUTIVE SUMMARY
 Historical Background
The Kolambugan Water District is a Government-Owned and/or Controlled Corporation (GOCC) established on September 12, 1988 by virtue of PD 198, as amended, otherwise known as the Provincial Water Utilities Act of 1973.

The district is run by a five-member Board of Directors appointed by the Municipal Mayor, namely:


Vicente B. Mejorada       –     Chairman


Quirino L. Genobaten     -       Member


Lucia B. Sudaria            -       Member

Fernandito R. Ridao      -       Member


Maximo B. Dangga       -       Member

The Water District is getting financial and technical assistance from the Local Water Utilities Administration (LWUA), a Government-Owned and/or Controlled Corporation created by virtue of PD 198 which purpose is to provide financial and technical assistance to local Water Districts. In fact Kolambugan Water District at present has an outstanding loan balances in the amount of P8,712,074.15 as of December 31, 2013.

Goal

· To provide adequate potable and economically viable water supply within the areas.
· To maintain sanitary condition of the community by maintaining the waste disposal system.
 Vision

Kolambugan Water District, a non-profit but service oriented entity, envisions to improve the people’s quality of life, health and sanitation with sustainable water supply.
Mission
KOLWD is committed to provide a 24-hour, safe, adequate, affordable and potable water supply to the consuming public through an inspired leadership with the support of employees, truly dedicated to promote the highest quality of service. 

Organizational Set Up

The District is headed by a General Manager and supported by a five member Board of Directors. The District has a total workforce of eight (8) regular employees and five (5) job order employees as of December 31, 2013. The district was categorized as Class D and to date has a total service water connection of 1,817. 

 Highlights of Financial Operations 

For CY 2013, the Kolambugan Water District appropriated and allotted a total amount of P7,749,373.66  for the district’s operations. A total expenditure of P5,904,820.07 was incurred, in which P2,989,381.16 was expended for Personal Services while P2,915,438.91 was utilized for Maintenance and Other Operating Expenses.  


The district’s assets, liabilities and government equity as of December 31, 2013 were P9,988,957.07, P8,886,262.72, and P1,101,694.35,  respectively. Net loss for the year totaled P103,562.71 from a gross income of P5,801,257.36 less total expenses amounting to P5,904,820.07.  
Operational Highlights

As of December 31, 2013, the district has total service connections of  2,087. of which 1,817 are active and metered while 1,817 connections are billed. Total water sales billed was computed at P5,423,249.20 and collected a total of  P5,529,790.10, thereby, registering a collection efficiency of  98% as at year-end.

Scope of Audit 

Comprehensive audit was conducted on the accounts of the Kolambugan Water District, Kolambugan, Lanao del Norte, for the calendar year 2013. The objectives of the audit were to ascertain the fairness and reliability of the Agency’s financial position and results of operation as well as the utilization of funds in line with their mandated functions. 
Independent Auditor’s Report on the Financial Statements
A qualified opinion was rendered on the financial statements due to understatement of   liability account by P P1,048,671.29  as the earned leave benefits of employees are not  properly accounted and disclosed in the financial statement under  accrual liability account, thus government equity and income .account were overstated by the same amount..

                . 
Summary of Significant Observations and Recommendations 

 .
1. Delayed deposits of daily collections of water bills with holding period of at least 2 to seven days which is not in conformity with Section 69 of P.D. 1445

We have recommended and Management affirmed that the cashier must deposit her daily collections and observe accordingly the existing rules and regulations pertaining to the deposit/remittance of the collections.

2. Unserviceable properties totalling P273,766.50 as of December 31, 2013 were still recorded in the books of accounts as the same were not yet disposed or condemned, resulting to overstatement of UPIS accounts.

We have recommended to the Management that the accountable officials in possession of unserviceable property shall submit to the Disposal Committee, the following accomplished forms as appropriate:

1. Inventory and Inspection Report of Unserviceable Property (IIRUP) for semi-expendable materials and equipment and non-expendable supplies, accompanied by any of the following, whichever is appropriate:

a. Individual survey report, duly certified by the Supply officer and Head of Agency

b. List of missing spare parts duly certified by the Supply Officer and Head of Agency

c. Stencils of chassis and engine numbers of motor vehicles

d. Current photographs in two positions 

2. Waste Materials Report for expendable materials, supplies and consumable including spare parts, empty containers, and remnants from destroyed or damaged fixed assets.

The IIRUP shall be used as basis to record dropping from the books the unserviceable properties carried in the Utility Plant in Service Account.
Suggested accounting entry:
Other Assets account with the following suggested adjusting entry:

Other Assets                          P273,766.50

UPIS





P29,053.30
Accumulated Depreciation


244,713.20



(To record unserviceable properties to asset account while waiting for disposal)
3. The District failed to provide accrual of liability for the earned leave benefits of the employees totaling P1,048,671.29 as of December 31,2013.  As a consequence, employees benefits were not properly accounted for and disclosed in the Financial Statements. This has resulted to understatement of liability, overstatement of government equity and overstatement of net income.
 We recommended and Management affirmed to do   the following:

a. Include in the Budget every year the appropriation for the accrued payable on terminal leave benefits earned by each employee per year to ensure that employees’ benefits are properly accounted for and disclosed in the Financial Statements.
b. Instruct the Accounting Section to make the necessary adjusting entries to record the accrued liability pertaining to the earned leave benefits of the employees after ensuring the correctness of the accumulated leave credit balances of employees as of December 31, 2013.

4. The district paid overtime works totaling P 106,496.72 with inadequate supporting documents contrary to Section 4 & 6 of PD 1445.
We recommended and Management agreed  to  implement  the following:
· Manage the resources of the district efficiently by evaluating the necessity of overtime services; 

· Rendition of overtime must be supported with accomplishment report of those given authority to render overtime work.

5. Land improvements and other projects implemented by the district is placing the government at a disadvantage as acquisition of land ownership of the district’s plant site through purchase or donation was not secured prior to its implementation.  

We have recommended to the Management to exert more effort to facilitate the transfer of land ownership to where the district’s plant site is located thru purchase or donation so that government resources will eventually be safeguarded against loss or wastage pursuant to Section 2 of PD 1445.

6. Copies of approved purchase orders, pre-repair evaluation reports and noticed of the deliveries were not submitted to the Auditor’s Office in violation of COA Circular No.2009-001 dated February 12, 2009.

We have recommended to the Management to comply with the pertinent circulars to facilitate the review of purchase orders and contract in case of procurement of goods/services and infrastructure projects respectively in compliance with the aforementioned regulations.

7. The district was not responsive to the institutionalization of the Gender and 

Development program with an appropriation of only P130,000. The inadequate funding support for GAD programs, projects and activities may brush aside the sustainability and continuity of GAD. 

We have recommended to the Management to implement the following:

· To adhere to 5% budgetary appropriation for GAD as mandated in the General Appropriation Act. 

· Abide by the requirement of Joint Circular No. 2004-1 dated April 5, 2004 of the DBM, NEDA and NCRFW in formulating GADs Plan.  The GAD Plan should comprise programs, projects and activities that will address existing and future potential gender issues. Prioritize GAD as a dynamic, modern and international concept.

· Send the Focal Point person to GAD seminars. 

STATUS OF IMPLEMENTATION BY THE AUDITEE OF PRIOR YEARS RECOMMENDATION

Monitoring and evaluation of the actions taken by the management relative to the implementation of the prior year’s audit recommendations disclosed that of the ten audit recommendations embodied in 2012 Annual Audit Report, five were fully implemented, one was partially implemented, while four  were not implemented. 
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PART I – AUDITED FINANCIAL STATEMENTS

Republic of the Philippines
COMMISSION ON AUDIT

Regional Office No. X

Cagayan de Oro City
INDEPENDENT AUDITOR’S REPORT

The Board of Directors

Kolambugan Water District

Kolambugan, Lanao del Norte

We have audited the accompanying financial statements of Kolambugan Water District which comprise the balance sheet as of December 31, 2013, and the statements of income and cash flows for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with state accounting principles. This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial statements and are free from material misstatement, whether due to fraud error, selecting and applying appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. 

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 Philippine Public Sector Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material misstatement. 
An audit involves performing procedures to obtain audit 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 on 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 basis of our audit opinion.
Bases for Qualified Opinion

As discussed in details in Part II of the report,  earned leave benefits of employees totaling P1,048,671.29  as of  December 31, 2013 was not  properly accounted for and  this was not  disclosed in the financial statement.  This has resulted to understatement of liability account, overstatement of government equity and income account by the same amount.
Qualified Opinion

In our opinion, except for the effects of the matter described in the Bases for Qualified Opinion paragraph, the financial statements present fairly, in all material respects, the financial position of Kolambugan Water District as at December 31, 2013, and its cash flows for the year then ended in accordance with state accounting principles. 

Other Matters

The exit conference for the results of the financial and compliance audit of the CY 2013 operations was conducted on April 30, 2014.


COMMISSION ON AUDIT



By:


EDWIN GAA CANIOS

State Auditor V


Supervising Auditor

May 2, 2014

STATEMENT OF MANAGEMENT RESPONSIBILITY

FOR FINANCIAL STATEMENTS


The management of the Kolambugan Water District, Kolambugan,  Lanao del Norte is responsible for all information and representation contained in the Balance Sheet as of December 31, 2013 and the related Statement of Income and Expenses, Statement of Cash Flows and Statement of Changes in Government Equity 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 regards, 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 safeguard against unauthorized use or disposition and liabilities recognized.



HERMINIA C. BERGADO
Accounting Processor 

ENGR. LIONEL ALFREDO A. INFANTE
General Manager 
Kolambugan Water District

BALANCE SHEET

As of December 31, 2013
(With Comparative Figures for December 31, 2012)
	
	
	
	Notes
	2013
	2012

	ASSETS
	
	
	
	

	Current Assets
	
	
	

	
	Cash  
	2
	₱    2,569,330.16 
	₱       697,037.59        

	
	Receivables  
	3
	334,883.32        
	       275,676.93 

	
	Inventories 
	4
	       72,673.97
	       120,119.27 

	
	Prepayments 
	
	                      -   
	                      -   

	
	Other Current Assets 
	5
	         91,064.44 
	         80,724.79 

	
	       Total Current Assets 
	
	₱   3,067,951.89    
	  ₱    1,173,558.58 

	Investments 
	
	
	

	
	Investment in Securities 
	
	                         -   
	1,569,895.36     

	
	Sinking Fund 
	
	
	

	
	       Total Investments 
	
	                      -        
	₱    1,569,895.36    

	Property, Plant and Equipment  
	6
	
	

	
	Land 
	        
	
	-

	
	Land Improvements
	
	
	-

	
	Buildings
	
	
	-

	
	Office Equipment, Furniture & Fixtures 
	
	

	
	Machineries and Equipment 
	
	₱          5,000.00 
	₱           5,000.00

	
	Transportation Equipment 
	
	
	-

	
	Other Property, Plant & Equipment 
	
	  14,061,752.69 
	  13,939,821.70 

	
	Construction in Progress
	
	
	

	
	Accumulated Depreciation 
	
	   (7,145,747.51)
	   ( 6,573,875.75)

	
	Total Property, Plant and Equipment 
	₱   6,921,005.18     
	 ₱    7,370,945.95 

	Other Assets 
	
	
	

	TOTAL ASSETS
	
	₱   9,988,957.07 
	  ₱  10,114,399.89 

	LIABILITIES AND EQUITY
	
	
	

	LIABILITIES
	
	
	

	Current Liabilities 
	7
	₱      174,188.57 
	₱       289,528.01 

	Long-Term Liabilities  
	8
	    8,712,074.15 
	    8,977,563.15 

	Deferred Credits 
	
	
	

	          Total Liabilities 
	
	 ₱   8,886,262.72 
	₱    9,267,091.16 

	EQUITY
	
	
	

	
	Government Equity
	
	 ₱      741,246.00 
	₱       741,246.00 

	
	Restricted Capital 
	
	

	
	Donated Capital 
	9
	
	

	
	Retained Earnings 
	       361,448.35 
	       106,062.68 

	
	Total Equity 
	
	 ₱   1,102,694.35 
	₱      847,308.68 

	TOTAL LIABILITIES AND QUITY 
	
	₱   9,988,957.07 
	₱ 10,114,399.84 


(See Accompanying Notes to Financial Statements) 
Kolambugan Water District
STATEMENT OF INCOME AND EXPENSES

For the Year Ended December 31, 2013

(With Comparative Figures for December 31, 2012)
	
	                                               Notes
	2013
	2012

	Income
	
	

	
	Local Taxes
	
	

	
	Permits and Licenses
	
	

	
	Service Income 
	
	

	
	Business Income 
	₱ 5,529,790.10 
	₱ 5,313,179.25 

	
	Other Income 
	      271,467.26 
	      262,394.02 

	Total Income 
	₱ 5,801,257.36 
	₱ 5,575,573.27 

	Less:   Expenses                                    10
	
	

	
	Personal Services
	₱ 2,989,381.16 
	₱ 3,000,026.59 

	
	Maintenance & Other Operating Expenses
	2,556,490.53
	2,676,249.87

	
	Financial Expenses 
	
	

	
	Total Expenses 
	₱ 5,545,871.69 
	₱ 5,676,275.87 

	
	Net Operating Income
	 ₱     255,385.67
	  ₱  (100,702.60)

	
	Add:  Subsidies from Other LGUs
	
	

	
	Total 
	₱    255,385.67
	 ₱  (100,702.60)

	
	Less: Subsidies to Other LGUs
	
	

	NET INCOME (LOSS)
	  ₱    255,385.67 
	 ₱  (100,702.60)

	
	
	
	


Kolambugan Water District
STATEMENT OF CASH FLOWS

For the Year Ended December 31, 2013

(With Comparative Figures for CY 2012)

	
	
	
	2013
	2012

	Cash Flows from Operating Activities:
	
	

	
	Cash Inflows:
	
	

	
	Service Income
	₱     5,614,913.74 
	₱     5,060,533.89 

	
	Other Income 
	245,638.35         
	        196,926.60 

	         Total Cash Inflows
	 ₱    5,860,552.09 
	₱    5,257,460.49 

	
	Cash Outflows:
	
	

	
	Personal Services
	₱    1,935,818.01 
	₱    2,045,961.20 

	
	Maintenance & Other Operating Expenses 
	     2,012,322.25 
	     1,631,961.60 

	
	Interest Expense 
	        917,735.00 
	        865,762.00 

	
	Prepayments, deposits & deferred charges 
	20,000.00
	

	
	Payables 
	        324,477.04 
	        277,951.20 

	          Total Cash Outflows
	₱  5,210,352.30      
	₱   4,821,636.00 

	Net Cash from Operating Activities
	₱     650,199.79 
	₱      435,824.49 

	Cash Flows from Investing Activities:
	
	

	
	Cash Inflows:
	
	 - 

	
	Sale of Property, Plant and Equipment
	
	

	
	Sale of Investments
	 ₱  1,872,850.06
	 - 

	
	Interest and dividends 
	        2,954.70 
	₱         5,238.57 

	          Total Cash Inflows
	₱  1,875,804.76             
	   ₱         5,238.57 

	
	Cash Outflows:
	
	

	
	Investments
	   ₱     300,000.00 
	   ₱    240,000.00 

	
	To Purchase Property, Plant and Equipment
	        88,222.98 
	        151,051.46 

	
	To Purchase Debt Securities of Other Entities
	
	

	          Total Cash Outflows
	 ₱     388,222.98 
	  ₱    391,051.46 

	Net Cash from Investing Activities
	₱  2,137,781.57           
	     ₱      50,011.60 

	Cash Flows from Financing Activities:
	
	

	
	Cash Inflows
	
	

	
	From Acquisition of Loan
	                       -   
	                       -   

	          Total Cash Inflows
	                       -   
	  -

	
	Cash Outflows:
	
	

	
	Payment of Loan Amortization
	     ₱   265,489.00 
	   ₱  218,860.00 

	
	Retirement/Redemption of Debt Securities
	
	

	
	Financial Expenses
	
	

	          Total Cash Inflows
	  ₱    265,489.00 
	  ₱   218,860.00 

	Net Cash from Investing Activities
	      265,489.00 
	     218,860.00 

	Net Increase in Cash
	1,872,292.57     
	     (168,848.40)

	Cash at Beginning of the Period
	   697,037.59         
	   865,885.99       

	Cash at the End of the Period
	₱  2,569,330.16         
	₱  697,037.59         


Kolambugan Water District

DETAILED STATEMENT OF CHANGES IN GOVERNMENT EQUITY

Year Ended December 31, 2013

(With Corresponding Figures for CY 2012)
	 
	2013
	2012

	 
	(1)
	(1)

	Government Equity
	 
	 

	Balance at beginning of period
	₱ 741,246.00 
	₱ 741,246.00 

	Additions (deductions)
	 
	 

	 
	 
	 

	Balance at end of period
	 
	 

	 
	 
	 

	Donated Capital
	 
	 

	Balance at beginning of period
	      
	      

	Additions (deductions)
	 
	 

	 
	 
	 

	Balance at end of period
	 
	 

	 
	 
	 

	Retained Earnings
	 
	 

	Balance at beginning of period
	1 06,062.68   
	143,792.71      

	Prior period adjustments
	 
	 62,972.57

	Changes during the period
	 
	 

	Net income (loss) for the period
	255,385.67
	(100,702.60)

	 
	 
	 

	Balance at end of period
	361,448.35
	  106,062.68 

	 
	 
	 

	TOTAL EQUITY
	₱ 1,102,694.35 
	   ₱    847,308.68 


KOLAMBUGAN WATER DISTRICT

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies 

The accompanying financial statements have been prepared on the basis of Generally Accepted Accounting Principles and pertinent provisions contained in the Commercial Practices Manual for Local Water Utilities Administration and the New Government Accounting system (NGAS). 

The accrual method of accounting is adopted for both income and expenses. 

In recording expenditures, the voucher system is followed in which vouchers is credited prior to payment and debited when paid. 

Property, Plant and Equipment is carried at cost minus salvage at 10% of the cost of the property. Depreciation is computed on a straight line method based on the estimated useful life ranging from five (5) to ten (10) years in accordance with COA Circular No. 2003-007 dated December 11, 2003. 

Note 2. Cash 

Cash and cash equivalents include cash in bank deposits to be used in the operation of the water district, cash on hand in the possession of the district cashier and working fund in the possession of a disbursing officer. 


Bank balance as of December 31, 2013 was verified per bank statements and the cash accounts consist of the following:

	
	               2013
	                          2012

	Cash on hand
	₱        9,057.42
	₱      7,862.85

	Cash in bank
	      2,560,272.74  
	   689,174.74

	Total
	          ₱2,569,330.16
	₱ 697,037.59


Note  3. Receivable 

· Account Receivable - this account includes all amounts due on open accounts arising from the services rendered to customers for water sales and other incidental services.
As of December 31, 2013, this account is composed of receivable from customers as listed below. 

	
	2013
	2012

	Accounts receivable
	₱ 294,181.19
	₱ 284,546.52

	Less: Allowance for Doubtful accounts
	(39,297.87)
	(22,869.59)

	Due from Officers and Employees
	80,000.00
	14,000.00

	TOTAL
	₱ 334,883.32          
	₱ 275,676.93


Note 4. Inventories 




This account consists of unissued materials and supplies which are kept in stock for future use in the operations of the district. Inventory accounts are carried in the books at cost net of spoilage, obsolescence and damaged items. 







      2013

      2012

Materials and Supplies Inventory
-
₱ 72,673.97

₱ 120,119.27
Note 5. Other Current Assets

This account is intended for three (3) months deposits of office space rental for Kolambugan District Office, and Laneco Transformer deposit installation.







 
 2013

          2012

Special Deposits 



-     ₱ 91,064.44              ₱ 80724.79
Note 6. Property, Plant and Equipment 

Properties relatively permanent in character are included under this account. It includes intangible plants, landed capital, source of supply plant, pumping plant, water treatment plant, transmission and distribution plant, general plant and other tangible assets. 

Utility Plant Accounts are carried at cost less accumulated depreciation. Depreciation is computed using the straight line method over the estimated useful lives of the properties pursuant to Commission on Audit Circular No. 2003-007 dated December 11, 2003. 

To date no land and building properties were recorded pending the transfer of land ownership to the district. The district’s office space is currently on a rental basis since they do not have their own building for the purpose. 

As of December 31, 2013, this account is composed of the following: 

	
	2013
	2012

	Utility Plant in Service
	₱ 14,066,752.69       
	₱ 13,944,821.70

	Less: Accumulated Depreciation
	    7,145,747.51            
	6,573,875.75

	Total 

	P  6,921,005.18       
	₱   7,370,945.95


Note  7. Current Liabilities 


This account composed of the following:
	
	2013
	2012

	Accounts Payable
	₱ 44,211.40
	₱ 160,405.58

	Accrued Liabilities
	2,241.13
	2,467.57

	Loans Payable
	5,569.78
	5,569.73

	Due to GSIS
	72,519.35
	63,719.50

	Due to PHIC
	3,587.50
	3,337.50

	Due to Pag-ibig
	24,576.49
	19,067.38

	Due to BIR
	21,482.92
	34,960.75

	TOTAL
	₱ 174,188.57
	₱ 289,528.06


The Accouts Payable of P44,211.40 represents liability accounts of the district for supplies procured needed for district’s operation while Accrued Liabilities and loans payable  amounting to P2,241.13, and P5,569.78 respectively consist of utility expenses already incurred but not yet paid. On the other hand, Due to GSIS Payable, Due to PhilHealth Payable, due to Pag-ibig Payable and Due to BIR Withholding Tax Payable amounting to P72,519.35, P3,587.50, P24,576.49 and P21,482.92 and Pag-ibig and GSIS loan payable respectively, represent remittances of employees and employer government shares deducted for the month of December 2012 to be remitted in the month of January, 2013. While Loan Payable / GSIS & Pag-ibig composed of GSIS and Pag-ibig loan repayments of district’s personnel deducted in the month of December 2013 and for remittance in the following month of January 2014.  

Note 8.Longterm Liabilities 

	
	2013
	2012

	Regular Loan
	₱   7,676,572.00
	₱ 7,905,048.00

	Soft Loan
	1,035,502.15
	1,072,515.15

	Long-term Debts
	₱ 8,712,074.15
	P 8,977,563.15


The Regular Loan under Loan Account No. 3-769 was also availed by the district with LWUA and the availed principal loan amount is P9,330,000 with interest rate of 8.5% per annum for the 1st P2M, 10.5% per annum for the next P5M and 12.5% interest per annum in excess of P2.33M.  The principal and interest of the regular loan portion is payable within 25 years with monthly amortization of P88,036.00 per month. As of December 31, 2013, the outstanding loan balance is P7,676,572.00.

The Soft Loan under Loan Account No. 3-769 was availed by the district with LWUA and the availed principal loan amount is P1,150,428.15 with interest rate of 8.5 % and the repayment period shall be 17 years as the loan will be terminated/ settled in 2007 with monthly amortization of P10,566.00 which include the principal and the interest.  As of December 31, 2013, the outstanding loan balance is P1,035,502.15. 
Note  9.Donated Capital





Components of this account include the cash contribution of P623,200.00 and materials contribution of P118,046.00 from the Office of the Congressman Alipio Badelles of the second district of Lanao del Norte.  







      2013

       2012

Donated Capital 


-
₱ 741,246.00

₱ 741,246.00
Note 10. Expenses

	 Personal Services
	        2013
	          2012

	   Salaries and Wages
	₱  1,717,728.00
	 ₱ 1,648,335.20 

	   Other Compensation
	380,696.72
	401,570.00

	   Personnel Benefits Contributions
	244,989.74
	234,158.48

	   Other Personnel Benefits
	645,966.70
	715,962.91

	Total Operation Expense
	₱ 2,989,381.16
	₱ 3,000,026.59

	
	
	

	MAINTENANCE AND OTHER OPERATING EXPENSES
	
	

	   Sales Discounts
	₱      33,248.54
	 ₱     25,567.43 

	   Travelling
	63,146.06
	120,803.75

	   Training and Scholarship
	101,417.80
	84,136.32

	    Supplies and Materials
	104,690.75
	

	   Communication
	22,501.64
	23,191.78

	   Rent
	104,743.12
	42,195.34

	   Representation
	24,062.20
	17,696.71

	   Transportation and Delivery
	6,136.00
	

	Interest
	917,735.00
	944,793.00

	Professional Services
	8,340.00
	

	Repairs and Maintenance
	37,523.07
	122,944.10

	Bad Debts
	16,428.28
	

	Depreciation
	571,871.76
	571,871.76

	Others
	544,646.31
	723.049.09

	Total Maintenance Expense
	₱  2,556,490.53   
	₱ 2,676,249.28   

	Total O & M Expense
	₱  5,545,871.66
	₱ 5,676,275.87
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    Delayed Deposits of Collections
1. Delayed deposits of daily collections of water bills with holding period of at least 3 days which is not in conformity with Section 69 of P.D. 1445

Section 69 of Presidential Decree (P.D.) 1445 provides that public officers authorized to receive and collect money or receipts of any kind shall remit or deposit intact the full amounts so received and collected by them to the duly authorized government depository bank or to the treasury of the agency concerned. 

Verification of randomly selected official receipts, deposits slips and bank statement revealed that in some instances when  cash collections were not deposited on a daily basis. Cashier delayed the deposits of daily cash collections ranging from two to seven days holding period. The cashier deposits the money in bulk ranging from 2-7 days delayed especially in cases when irt crosses on weekends and long holidays. This practice exposes government funds to bad elements when this is supposed to be properly secured in the bank. 

The frequency of delayed deposits of collections was noted in the sampled transactions, an indication of weak administrative controls as to compliance with existing guidelines as provided for in Section 69 of P.D. 1445. What is safe and logical especially when dealing with government funds should not be bartered with convenience.

Shown below were the sampled transactions which were not deposited on the next banking day:

	CY 2013
	Collection
	Date of Deposit
	No. of days holding period

	3/26/2013
	4,534.30
	4/8/2013
	7  days

	4/1/2013
	4,715.40
	4/8/2013
	6 days

	4/2/2013
	7,137.50
	4/8/2013
	5 days

	4/3/2013
	6,044.90
	4/8/2013
	4 days

	4/4/2013
	10,533.45
	4/8/2013
	3 days


The cashier admitted that there were instances that her collections were not prepared for deposits due to other pressing activities that were inherent to her job, thus failed to diligently make daily deposits of collections. However, she promised   to deposit all collections daily in the ensuing year.

We have recommended and Management affirmed that the cashier must deposit her collections daily and observe accordingly the guidelines pertaining to the deposit/remittance of the collections.
    Non-classification of Unserviceable Properties
2. Unserviceable properties totaling P273,766.50 were not reclassified to other assets resulting to the overstatement of the Utility Plant in Service (UPIS) account and rendering the Property, Plant and Equipment and Other and Other Assets account unreliable. 

Pursuant to Section 79 of PD 1445 states “When government property has become unserviceable for any cause, or is no longer needed, it shall, upon application of the officer accountable therefore, be inspected by the head of the agency or his duly authorized representative xxx and if found to be valueless or unsalable, it may be destroyed in their presence.

If found to be valuable, if may be sold at public auction to the highest bidder under the supervision of the proper committee on award or similar body xxx. In the event that public auction fails, the property may be sold at a private sale at such prices as  may be fixed by the same committee or body concerned”.

Properties considered as disposable are: those that ca no longer be repaired or repaired or reconditioned; property whose maintenance costs of repair more than outweighs the benefits and services that will be derived from its continued use; obsolete; serviceable property that has been rendered unnecessary due to change in the agency’s function or mandate; unused supplies and materials that has become dangerous to use because of long storage or use of which is determined to be hazardous.

The inventory report submitted by the property officer disclosed unserviceable assets due for disposal with a value amounting to  P273,766.50 but still included in the UPIS  account (  Annex A ).    

The non-reclassification of the unserviceable/obsolete properties overstated the Property, Plant and Equipment account and understated the Other Assets account which resulted in the unreliability of both accounts in the financial statements.

This observation is a reiteration of previous year’s audit findings which the management failed to implement.

We have recommended to the Management that the accountable officials in possession of unserviceable property shall submit to the Disposal Committee, the following accomplished forms as appropriate:

1. Inventory and Inspection Report of Unserviceable Property (IIRUP) for semi-expendable materials and equipment and non-expendable supplies, accompanied by any of the following, whichever is appropriate:

a. Individual survey report, duly certified by the Supply officer and Head of Agency

b. List of missing spare parts duly certified by the Supply Officer and Head of Agency

c. Stencils of chassis and engine numbers of motor vehicles

d. Current photographs in two positions 

2. Waste Materials Report for expendable materials, supplies and consumable including spare parts, empty containers, and remnants from destroyed or damaged fixed assets.

The IIRUP shall be used as basis to record dropping from the books the unserviceable properties carried in the Utility Plant in Service Account. Suggested accounting entry:

Other Assets account with the following suggested adjusting entry:

Other Assets                          P273,766.50

UPIS





P29,053.30

Accumulated Depreciation


244,713.20
(To record unserviceable properties to asset account while waiting for disposal)

During the exit conference, the Management was amenable with the recommendation and promised to make the necessary adjustments in the ensuing year.

    Non-Accrual of Earned Leave Benefits 

    3. 
The District failed to provide accrual of liability for the earned leave benefits of the employees totaling P1,048,671.29 as of December 31,2013. As a consequence, employees benefits were not properly accounted for and disclosed in the Financial Statements. This has resulted  to understatement of liability, overstatement of government equity and overstatement of net income.

The International Accounting Standards (IAS) No. 19 states in its objective to prescribe the accounting and disclosure for employee benefits. The standard requires an entity to recognize a liability when an employee has provided service in exchange for employee benefits to be paid in the future.

The Manual on the New Government Accounting System for Financial Corporate Transactions provides that in view of the preparation of the Statement of Income and Expenses, there is a need for a proper matching of revenues and expenses. Under the matching principle, adjustment should be made for economic activities that have taken place but are not yet recorded at the time the financial statements are prepared. Adjustments are of two main types: accrued items and deferred items.

This Manual further provides that an adjustment for accrued item is an adjusting entry for economic activity already undertaken but not yet recorded as an asset and revenue accounts or a liability and expense accounts. Liability/Expense adjustments involve liability and expense which are already exist in the accounting period but are not yet recorded.

Records of the district disclosed that the estimated accrued payable on terminal leave benefits based on the balances of accumulated leave credits of employees amounted to P1,048,671.29 but records of the district disclosed that the agency  failed to provide for the accrued payable on terminal leave benefits under Pension and Benefits Reserved Fund (Account 257) for employees earned leave as of December 31, 2013 (Annex B ).

The Commercial Practices Manual for Water Districts defines Account 257- Pension and Benefits Reserve Fund includes provisions made by the District for pensions and benefits to employees in addition to those provided by the GSIS/SSS. Payments by the District for the purpose for which this reserve is established are charged to this account.
Interview with the Accounting personnel disclosed that every year a budget for Monetization was incorporated and Terminal Leave for those due for retirement are appropriated. She confirmed that accrued payable on terminal leave benefits earned by each employee per year of the district under Pension and Benefits Reserve Fund is not taken up in the book of accounts. Expenses are only recognized every time an employee monetized their leave for the year.

Failure to record the accrued payable on terminal leave benefits earned by each employee per year of the district overstated the net income, understated the liabilities and overstated the government equity accounts of the district.

We have recommended to the Management to do   the following:

a) Include in the Budget every year the appropriation for the accrued payable on terminal leave benefits earned by each employee per year to ensure that employees’ benefits are properly accounted for and disclosed in the Financial Statements.

b) Instruct the Accounting Section to make the necessary adjusting entries to record the accrued liability pertaining to the earned leave benefits of the employees after ensuring the correctness of the accumulated leave credit balances of employees as of December 31, 2013.

c) Set-up a special fund equivalent to the balance of the pensions and benefits reserve account for the accrued earned leave of employees to defray expenses of employees’ pensions and benefits in the future.

d) Suggested adjusting entries to recognized accrued payable on terminal leave benefits earned by each employee per year of the district:

Account Title




Debit

Credit
Operation/ Maintenance Expenses             
 xxx

(Earned Leave Expenses)  

Pension and Benefits Reserve



   xxx

To set up accrued payable on terminal leave benefits earned by each employee per year.

e) Suggested entry every time an employee is paid monetization leave within the year:

Account Title




Debit 

Credit
Pension and benefited reserve


xxx

Cash in bank



                 
    xxx

(To record payment of monetization leave of district employee.)

The Management was amenable with the recommendation and promised to make the necessary adjustments in the ensuing year.
Weak Internal Control System

    4.  The district paid overtime works totaling P 106,496.72 with inadequate supporting documents contrary to Section 4 & 6 of PD 1445.
The Omnibus Rules Implementing Book V of Executive Order No. 292 Rule XVII Section 7 states that in the exigency of the service, or when necessary by the nature of the work of a particular agency government officials and employees shall render a total of forty hours (40) hours from eight (8:00) in the morning to five (5:00) in the afternoon continuously for the duration of the entire workweek.

Section 4 of PD 1445, Par. 5 provides that Fiscal responsibility shall, to the greatest extent, be shared by all those exercising authority over the financial affairs, transactions, and operations of the government agency. 

Paragraph (6) also provides that Claims against government funds shall be supported with complete documentation.

Overtime pay is the payment given for working in excess of the minimum total hours set for a specified period to employees of the agency. The documentary requirements are as follows:

· Certificate of service or DTR, 
· Authority to render overtime service and 
· Accomplished report signed by employee and supervisor.

Review of the paid documents disclosed payment of overtime services to Job Orders and regular employees including Saturdays and Sundays. 

The district paid overtime compensation in the total amount of P106,496.72  (ANNEX C). The following   deficiencies were noted:
· No accomplishment report to prove the  necessity of overtime (rationale) and if actual work was  undertaken;

· Overtime pay was computed based on the authority to render overtime instead of the actual rendition of work;

· Allowed to render two hours up to eight (8)  hrs overtime with out 30 minutes break for meals;

· Saturdays and Sundays are non regular work days  but overtime were still granted after 5:00 PM;

In the absence of the accomplishment report, we find it difficult to verify the accurateness of the overtime work.

We recommended and Management agreed to implement  the following:
· Manage the resources of the district efficiently by evaluating the necessity of overtime services; 

· Rendition of overtime must be supported with accomplishment report of those given authority to render overtime work.

    Unsecured Ownership of Land Improvements 
    5. 
Land improvements and other projects implemented by the district is placing the government at a disadvantage as acquisition of land ownership of the district’s plant site through purchase or donation was not secured prior to its implementation.  

Section 2 of PD 1445 states that it is the declared policy of the State that all resources of the government shall be managed, expended or utilized in accordance with law and regulations, and safeguarded against loss or wastage through illegal or improper disposition, with a view to ensuring efficiency, economy and effectiveness in the operation of government. In addition, the responsibility to take care that such policy is faithfully adhered to rests directly with the chief or head of the government agency concerned. 

Review of financial statements as of December 31, 2013 showed that the district had no reported acquisition of  land and building properties under the PPE accounts. Records showed that the district had various land improvements and implemented projects during the previous and current year. However, the absence of such land ownership transferred in the name of the district either thru purchase or donation, is placing the government at a disadvantage considering that the district had no legal hold of the property to where the district’s plant site is located. 

Considering the case at hand, the policy of the government to safeguard against loss or wastage pursuant to Section 2 of PD 1445 were not faithfully adhered to since there is no guaranty on the part of the government that all projects and improvements provided will not be put into waste since to date there was no agreement entered into between the district and the owner of the land.  Verbal agreement will not stand in court especially when the owner in time decided to get back their property for their use.  

This is a reiteration of the prior year audit recommendation and was reiterated due to non-compliance of the auditee.

We have recommended to the Management to exert more effort to facilitate the transfer of land ownership to where the district’s plant site is located thru purchase or donation so that government resources will eventually be safeguarded against loss or wastage pursuant to Section 2 of PD 1445.

During the exit conference, management admitted the deficiency noted and assured the team to implement the recommendations. 

Non-Submission of Purchase Order 

6. Copies of approved purchase orders, pre-repair evaluation reports and noticed of the deliveries were not submitted to the Auditor’s Office in violation of COA Circular No.2009-001 dated February 12, 2009.

Section 3.0 of COA Circular No.2009-001 dated February 12,2009 provides that:

“3.1 Contracts 3.1.1 Within five (5) working days from the execution of a contract by the government or any of the subdivisions, agencies or instrumentalities, including government- owned and control corporations and their subsidiaries, a copy of said contract and each of all documents forming part thereof by reference or incorporation shall be furnished to the Auditor of the agency concerned. In case of agencies audited on engagement basis, submission of a copy of the contract and its supporting documents shall be to the Auditor of the mother agency or parent company, as the case maybe.

           3.2.1 Purchase Order- A copy of the purchase order irrespective of amount, and each and every supporting document, shall within five(5) working days from issuance thereof, be submitted to the Auditor concerned. Within the same period, the Auditor shall review and point out to management defects  and/or deficiencies, if any, in the same manner provide in the second and third sentences of item 3.1.4 hereof.

         3.2.2   In case of doubt as to the reasonableness of the price of the items purchase, the Auditor shall conduct a canvass hereof  making use of the price reference provided, among others, by legitimate suppliers, the Procurement Services, the Technical Service Office, other government agencies with similar procurement and those posted in the internet.”

Provisions of Section 6.06 of COA Circular No. 95-006, dated May 18,1995, states that officials responsible for or in charge of accepting deliveries of procured items, shall within twenty-four hours (24) hours from such acceptance, shall notify the Auditor or the time and date of the scheduled deliveries.

Provisions of Section 6.9 of COA Circular No.2009-002 dated May 18,2009 states  that agency officials concerned shall furnish the Auditor copies of delivery documents within twenty four hours(24) hours after acceptance of deliveries of goods and services regardless of whether or not the transactions is subject to pre-audit. Pre-repair evaluation shall be performed by management, furnishing a copy thereof to the Auditor within (5) days from day of evaluation/inspection.

Records showed that the district failed to submit/furnish the Auditor’s Office with copies of perfected government contracts and purchase orders within five (5) working days upon approval thereof together with the supporting documents for review.

Further, the Auditor’s Office was not notified of the time and date of the schedule deliveries in violation of said circular.

Interview with the Accounting staff disclosed that it is not the usual practice of the district that purchase orders undertaken by them were submitted to the Auditor within five (5) days after the perfection. The purchase orders and contracts are submitted only as supporting documents to the disbursement vouchers

In effect, the Auditor was not able to conduct timely review and evaluation of the contracts on whether such contracts entered by the government were in compliance with the requirements of laws, rules and regulations.

We have recommended to the Management to comply with the pertinent circulars to facilitate the review of purchase orders and contract in case of procurement of goods/services and infrastructure projects respectively in compliance with the aforementioned regulations.

The district was amenable with the deficiency noted and promised to improve the system pertaining to the prompt submission of the  approved purchase orders, pre-repair evaluation reports and noticed of the deliveries.
Gender  and  Development

7.   The district was not responsive to the institutionalization of the Gender and 
Development program with an appropriation of only P130,000. The inadequate funding support for GAD programs, projects and activities may brush aside the sustainability and continuity of GAD. 
The annual General Appropriations Act (GAA) mandates all government agencies  to formulate a Gender and Development Plan designed to empower women and address gender issues. The cost of implementing the GAD Plan shall be at least 5% of the agency’s annual budget.

Gender mainstreaming means revisiting/reviewing the existing mandate, development directions, policies, projects and services to address gender equality issues. It may entail a collective shift that would necessitate changes in the agency’s budgetary resource allocation.

The GAD Focal Point as mandated by E.O. 348 is tasked to catalyze and coordinate programs, projects and activities (PPAs) related to women and GAD concerns and thereafter, oversee their implementation. This also includes the preparation of the agency’s GAD Plan and Budget.

The formulation of the GAD Plans for agencies shall follow the corporate planning and budgeting cycle. The procedures on plan formulation, submission and approval are covered by Joint Memorandum Circular No. 2004-01  DBM.

Since the GAD Plan is inherent to the overall agency plan, its cost requirement or the GAD Budget necessarily comes from the agency’s approved budget as contained in the General Appropriation Act. Therefore, the GAD Budget must not be interpreted as an additional and separate fund that will be provided by the national government.

The deficiency, for that reason, is not the lack of appropriation/budget but the integration of gender issues and concerns in the agency’s existing PAPs. These might be due to lack of information regarding the guidelines to operationalize the GAD Budget Policy.

The inadequate funding support for GAD has sacrificed the sustainability and continuity of GAD. Likewise, the defect in the implementation of GAD may affect the evaluation, monitoring and reporting of GAD to the Department of Interior and Local Government. 

The In-charge of GAD informed the team that programmed activities for this purpose were held in abeyance since the other projects are to be undertaken. The general manager also agreed to meet up with all the department heads  in order to discuss the appropriate procedures of implementing the GAD program.

We have recommended to the Management to implement the following:

· To adhere to 5% budgetary appropriation for GAD as mandated in the General Appropriation Act. 

· Abide by the requirement of Joint Circular No. 2004-1 dated April 5, 2004 of the DBM, NEDA and NCRFW in formulating GADs Plan.  The GAD Plan should comprise programs, projects and activities that will address existing and future potential gender issues. Prioritize GAD as a dynamic, modern and international concept.

· Send the Focal Point person to GAD seminars. 
During the exit conference, management commented favorably on our audit recommendation and committed to implement our recommendation.

Compliance With Tax Laws, Rules and Regulations  

The Management as a withholding agent of the bureau of Internal Revenue fully complied with BIR Regulations on withholding of taxes. They remitted the value added and expanded withholding tax for the supplies and materials, equipment and services it procured and taxes withheld on compensation for Calendar Year 2013 in the total amount P374,447.41 of to the government in accordance with the BIR Regulations.( Annex D)
Suspensions, Disallowances and Charges
No suspensions, disallowances and charges  were issued during the year. Audit deficiencies noted were all settled within the reglamentary period in compliance with existing regulations. 
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	Audit Observation
	Recommendation
	Ref.
	Management Action
	Status of Implementation
	Reason for Partial / Non-Implementation

	NLIF project in the amount of P7,129,622.00 was fully released and paid to the contractor without progress billings and status  of work accomplishments as supporting documents resulting to irregularity of said transaction.   

as 


	 Require the officials of the district such as the general manager, the district’s cashier and the district’ bookkeeper who were responsible for releasing the full payment to the contractor prior to the implementation of the project to submit justification why they should not be held accountable for their actions  for allowing the full release and payment of the contractor prior to the implementation of the said project contrary to the provision of Annex E of the IRR of RA 9184.   

4.2 
Adhere strictly with the policies, rules and regulations particularly in the  methods and manner of contract payment. Make it a point to observe the limitations and what are the requirements especially in the grant of advance payment, payment of progress billings or work accomplishments, ten percent retention as well as full  payment of the contractor.   
	
	The board of directors of KOLWD through a resolution decided to file a case to the contractor of the NLIF  project. In consonance to this, the general manager representing the board has written a letter to the Office of the Government Corporate Council requesting assistance..

	Partially          Implemented 
	 As of this writing of this report, no reply yet is received from the office of the Government Corporate Council.  

	Cash advances  for  salaries  and  wages, honoraria, and  other  personnel benefits of the district amounting to P1,936,921.87 were debited under the Advances to Officers and Employees Account instead of classifying them under the Payroll Fund account pursuant to COA Accounting Circular No. 2006-001 dated November 9, 2006, thus accounts were misclassified
	The management should stop the practice of debiting Advances to Officers and Employees Account and  instead use the Payroll Fund Account in recording cash advances granted to cashier/ disbursing officer for the payment of salaries and wages, honoraria and other personnel benefits of the district in accordance with COA Circular No. 2006-001 dated November 9, 2006. Refrain from granting cash advances for salaries and wages, honoraria, allowances and other personnel benefits to other officers and employees of the district other than the cashier/ disbursing officer. 

Require the Accounting Division to support  the Advances to Officers and Employees Accounts with subsidiary ledgers for every personnel granted with cash advance for traveling expenses to easily determine their accountability in a given period. These subsidiary ledgers will back up and validate the final entries appearing in the general ledgers and financial statements;  

Adhere strictly with the use of NGAs Chart of Accounts to avoid misclassification of  accounts and affecting the fair presentation of financial statements at year-end. 


	
	No similar deficiency  pertaining to cash advances was noted during the year.
	Implemented
	

	Disbursements for the repayments of LWUA Loans Payable in the total amount of  P1,166,438.28  were not attached with sufficient supporting documents to establish validity of claims as basis in accordance with the Auditing Requirements for Typical Government Disbursements for the repayments of LWUA Loans Payable in the total amount of  P1,166,438.28  were not attached with sufficient supporting documents to establish validity of claims as basis in accordance with the Auditing Requirements for Typical Government Disbursements

	Management must ensure that all district’s transactions are supported with sufficient documents to establish validity of claims in accordance with the Auditing Requirements for Typical Government Disbursements.  Attached supporting documents such as, among others, billing statements, official receipts, etc. in the disbursement voucher as reference of the local auditor to avoid future suspension in audit.  


	
	The bookkeeper  exerted effort to comply  the required supporting documents in every payment made to LWUA. 
	Implemented 
	

	Goods, supplies and materials in the total amount of P366,043.09 were procured without BAC proceedings thus, the purpose of obtaining the most advantageous price favorable to the government was not achieved, contrary to the guidelines prescribed under Republic Act  9184.  


	Management through their organized BAC should adhere to the guidelines in the procurement of goods, supplies, materials and equipment, pursuant to RA 9184 and Generic Procurement Manual, Volume 2 so that the most advantageous price in favor to the government could be attained. 

Require the BAC to actively participate in every procurement of the agency through BAC meetings and/or proceedings  and  submit recommendation report duly signed by BAC Chairman and its members to the agency head. Make this BAC report as integral part or supporting documents of every procurement transactions.  

Stop the practice of procuring items thru cash advances by agency personnel pursuant to Section 93 of PD 1445. 


	
	The management attached BAC minutes and it was indicated what alternative type of procurement pertaining to the procurement of goods at hand.  
	Implemented 
	

	Financial accounts of the district were not properly backed up with corresponding   subsidiary ledgers to support the major accounts appearing in the general ledger and validate the accuracy and consistency of said accounts,  hence,  financial statements were not fairly presented.  


	The bookkeeper should maintain the corresponding individual subsidiary ledgers and general ledgers for all the applicable financial accounts of the district. Ensure proper recording of these accounts in accordance with the generally accepted accounting principle to achieve fair presentation of the financial statements. 
	
	The deficiency noted remains to be practice by the district. 


	Not 

Implemented 
	The bookkeeper justified that due to her heavy workload, proper recording of accounts were not strictly followed. 

	Reconciling items determined per bank reconciliation remained unimplemented resulting to unadjusted cash balance at year end.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                      


	Management should effect the reconciling items determined per bank reconciliation, address the deficiencies noted in the handling of cashbook and enhance internal control in recording/ monitoring cash records of the district.  Corrective measures will avoid errors and therefore, avoid possible misleading information in the financial statements. 
	
	
	Implemented 
	

	Overpayment of traveling expenses in the total amount of P 7,614.00 due to double claim of traveling expenses resulting to the incurrence of irregular expenses in violation to COA Circular No. 85-55-A dated September 8, 1985.
	Require the bookkeeper to maintain individual subsidiary for cash advances of personnel so that proper monitoring and detection of double payments will be prevented.  Dates of travel should be properly checked to avoid overlapping of claims.  

Refrain from using petty cash fund for the payment of traveling expenses of personnel since PCF is intended only for non-recurring, emergency and petty expenses of the district.  

Purchase service motor vehicles for the mobility of field personnel to minimize cost of traveling expenses. 
	
	The deficiency noted was no longer practice by the district during the year. 


	 Implemented 
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	LIST OF UNSERVICIABLE MATERIALS AND OFFICE EQUIPMENT 

FOR CY 2013

	
	
	
	
	

	Date Purchases

	Quantity
	Specifications
	Unit Price
	Amount

	October 2008
	25 Pcs.
	Water Meter
	₱ 590.00
	₱14,750.00

	September 2006
	29 Pcs.
	Water Meter
	850.00
	24,650.00

	February 7,2008
	1unit
	2" Brass swing Valve
	670.00
	670.00

	1998
	1 pc
	Pipe vice/pipe threader clamp
	7,900.00
	7,900.00

	April 2005
	5 pcs.
	Chairs
	1,000.00
	5,000.00

	April 2005
	1 pc
	Safety vault
	16,045.00
	16,045.00

	November 2000
	2 pcs.
	Electric fan
	1,296.00
	2,592.00

	April 2004
	1 unit
	Printer Model # VC -0101
	2,147.50
	2,147.50

	January 2004
	1 unit
	Printer epsonFx
	22,942.50
	22,942.50

	June 2005
	1 unit
	Submersible pump model 186530412
	36,827.00
	36,827.00

	June 2005
	1 unit
	Control panel
	34,618.00
	34,618.00

	June 2005
	2 unit
	C.I. gate valve
	350.00
	700.00

	June 2005
	1 unit
	computer set from lwua
	5,000.00
	5,000.00

	Jun-05
	1 unit
	computer from project
	31,057.50
	31,057.50

	June 2005
	1 unit
	computer
	36,330.00
	36,330.00

	June 2005
	2 unit
	Aircon
	16,268.50
	32,537.00

	
	
	
	
	

	
	
	
	213,892.00
	273,766.50

	
	
	
	
	

	
	
	
	
	

	Prepared by:
	
	
	

	
	
	
	
	

	
	MACRINA M. GENTILES
	
	

	
	State Auditor  III
	
	

	
	Audit Team Leader
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EMPLOYEES LEAVE EARNED BENEFITS
As of December 31, 2013

	Name of Employees
	Vacation Leave
	Sick Leave
	Balance
	Amount

	1. Agan, Reynaldo R.
	7.500
	94.167
	101.667
	P 44,624.87

	2. Autria,Felixberto G.
	9.00
	190.708
	199.708
	12,839.74

	3. Banoy,Arturo Q.
	6.917
	43.417
	50.334
	22,093.19

	4. Bergado, Herminia C.
	2.830
	158.250
	161.080
	156,646.56

	5. Cabatana, Flora May S.
	5.550
	90.230
	95.730
	60,321.26

	6. Infante, Lionel Alfredo A.
	13.750
	150.708
	164.458
	350,354.03

	7. Quintas, Ma. Jaeva C.
	5.516
	169.958
	175.474
	170,644.39

	8. Sacmar, Edgardo R.
	13.042
	174.458
	187.500
	118,147.25

	Total
	64.055
	1,071.896
	1,135.951
	1,048,671.29


 Prepared by: 


MA.JAEVA C. QUINTAS

HRMO-Designate
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KOLAMBUGAN WATER DISTRICT

SCHEDULE OF OVERTIME PAYMENT
For CY 2013
	Voucher No.
	Month
	Name of Employee
	Designation
	Amount

	2013-01-015
	January 1-15-2013
	Felixberto G. Austria
	WRF
	₱3,262.50

	2013-01-015
	January 1-15-2013
	Reynaldo Agan
	Utility Worker B
	  834.63

	2013-01-015
	January 1-15-2013
	Arturo Banoy
	Utility Worker B
	      834.63

	2013-01-015
	January 1-15-2013
	Edgar Sacmar
	SWM
	   1,198.18

	2013-01-27
	January16-31-2013
	Felixberto G. Austria
	WRF
	   3,262.50

	2013-02-44
	February 1-15-2013
	Felixberto G. Austria
	WRF
	   3,262.50

	2013-02-44
	February 1-15-2013
	Reynaldo Agan
	Utility Worker B
	      834.63

	2013-02-44
	February 1-15-2013
	Arturo Banoy
	Utility Worker B
	      417.31

	2013-02-44
	February 1-15-2013
	Edgardo Sacmar
	SWM
	   1,198.18

	2013-02-062
	February 16-28-2013
	Felixberto G. Austria
	WRF
	   3,262.50

	2013-03-082
	March 1-15-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-03-082
	March 1-15-2013
	Reynaldo Agan
	Utility Worker B
	1,043.28

	2013-03-082
	March 1-15-2013
	Arturo Banoy
	Utility Worker B
	208.65

	2013-03-082
	March 1-15-2013
	Edgardo Sacmar
	SWM
	1,198.18

	2013-03-096
	March 16-28-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-03-122
	April 1-15-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-03-122
	April 1-15-2013
	Arturo Banoy
	Utility Worker B
	12,151.94

	2013-03-122
	April 1-15-2013
	Edgardo Sacmar
	SWM
	599.08

	2013-03-140
	April 16-30-2013
	Felixberto G. Austria
	WRF
	3262.50

	2013-03-151
	May 1-15-2013
	Felixberto G. Austria
	WRF
	3262.50

	2013-03-151
	May 1-15-2013
	Reynaldo Agan
	Utility Worker B
	1,669.67

	2013-03-151
	May 1-15-2013
	Edgardo Sacmar
	SWM
	2,398.36

	2013-03-185
	May 1-16- 2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-03-185
	June 1-15-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-03-185
	June 1-15-2013
	Reynaldo Agan
	Utility Worker B
	834.63

	2013-03-185
	June 1-15-2013
	Arturo Banoy
	Utility Worker B
	201.37

	2013-03-171
	June 1-15-2013
	Edgardo Sacmar
	SWM
	1,198.18

	2013-03-204
	June 16-30-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-07-219
	July 1-15-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-07-219
	July 1-15-2013
	Reynaldo Agan
	Utility Worker B
	834.63

	2013-08-219
	August 1-15-2013
	Reynaldo Agan
	UWB
	834.63

	2013-08-219
	August 1-15-2013
	Arturo Banoy
	Utility Worker B
	1,095.45

	2013-08-219
	August 1-15-2013
	Edgardo Sacmar
	SWM
	1,198.18

	2013-08-235
	August 16-31-2013
	Felixberto G. Austria
	WRF
	3,262.50
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	2013-09-297
	September 1-15-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-09-297
	September 1-15-2013
	Reynaldo Agan
	Utility Worker B
	417.30

	2013-09-297
	September 1-15-2013
	Edgardo Sacmar
	SWM
	599.09

	2013-09-313
	September 16-31-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-10-327
	October 1-15-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-10-327
	October 1-15-2013
	Reynaldo Agan
	Utility Worker B
	417.30

	2013-10-327
	October 1-15-2013
	Edgardo Sacmar
	SWM
	599.09

	2013-10-346
	October 16-31-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-11-346
	November 1-15-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-11-346
	November 1-15-2013
	Reynaldo Agan
	Utility Worker B
	1,669.20

	2013-11-346
	November 1-15-2013
	Edgardo Sacmar
	SWM
	2,396.36

	2013-01-362
	November 16-31-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-12-346
	December 1-15-2013
	Felixberto G. Austria
	WRF
	3,262.50

	2013-12-346
	December 1-15-2013
	Reynaldo Agan
	Utility Worker B
	417.32

	2013-12-346
	December 1-15-2013
	Edgardo Sacmar
	SWM
	599.09

	2013-12-362
	Decemeber 16-31-2013
	Felixberto G. Austria
	WRF
	3262.50

	Grand Total
	₱109,673.54


	Prepared by:
	

	
	

	MACRINA M. GENTILES

	State Auditor  III

	Audit Team Leader
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SCHEDULE OF TAX REMITTANCE

For CY 2013
	Disbursement Voucher No.
	Particulars
	Check Number
	Date
	Amount

	2013-01-004
	Remittance of WithHolding Tax
	759345
	1/8/2013
	₱19,033.43

	2013-01-005
	Remittance of Franchise
	759346
	1/8/2013
	8,690.29

	2013-01-006
	Remittance of Expanded Value Added Tax
	759347
	1/8/2013
	73.76

	2013-01-012
	Remittance of Expanded WithHolding Tax
	759353
	1/8/2013
	617.57

	2013-02-033
	Remittance of Expanded Value Added Tax
	759374
	2/7/2013
	5,482.25

	2013-02-034
	Remittance of Expanded WithHolding Tax
	759374
	2/7/2013
	1,057.93

	2013-02-035
	Remittance of WithHolding Tax
	759376
	2/7/2013
	20,333.42

	2013-02-036
	Remittance of Franchise
	7594377
	2/7/2013
	8,435.74

	2013-03-066
	Remittance of Franchise
	759407
	3/7/2013
	9,898.83

	2013-03-067
	Remittance of Expanded WithHolding Tax
	759408
	3/7/2013
	3,892.53

	2013-03-068
	Remittance of WithHolding Tax
	759409
	3/7/2013
	20,475.77

	2013-03-069
	Remittance of Expanded Value Added Tax
	759410
	3/7/2013
	9,074.38

	2013-03-105
	Remittance of Franchise
	759446
	4/4/2013
	9,125.84

	2013-04-106
	Remittance of WithHolding Tax
	759447
	4/4/2013
	24.00

	2013-04-107
	Remittance of Expanded Value Added Tax
	759448
	4/4/2013
	214.70

	2013-04-108
	Remittance of WithHolding Tax
	759449
	4/4/2013
	20,475.77

	2013-04-145
	Remittance of Franchise
	759486
	5/6/2013
	9,127.53

	2013-04-146
	Remittance of Expanded Value Added Tax
	759487
	5/6/2013
	1,054.64

	2013-05-147
	Remittance of Expanded Value Added Tax
	759488
	5/6/2013
	923.43

	2013-05-148
	Remittance of WithHolding Tax
	759489
	5/6/2013
	20,475.77

	2013-05-180
	Remittance of Franchise
	829021
	6/10/2013
	9,641.92

	2013-06-181
	Remittance of WithHolding Tax
	829022
	6/10/2013
	20,475.77

	2013-06-182
	Remittance of Expanded WithHolding Tax
	829023
	6/10/2013
	461.02

	2013-06-183
	Remittance of Expanded Value Added Tax
	829024
	6/10/2013
	579.05

	2013-07-210
	Remittance of WithHolding Tax
	829051
	7/7/2013
	19,975.75

	2013-07-211
	Remittance of Franchise
	829052
	7/7/2013
	9,,794.86

	2013-07-212
	Remittance of Expanded Value Added Tax
	829053
	7/7/2013
	3,228.56

	2013-07-213
	Remittance of Expanded WithHolding Tax
	829054
	7/7/2013
	1,120.48

	2013-08-239
	Remittance of WithHolding Tax
	829080
	8/6/2013
	19,247.80

	2013-08-240
	Remittance of Franchise
	829081
	8/6/2013
	9,342.35

	2013-08-241
	Remittance of Expanded WithHolding Tax
	829082
	8/6/2013
	195.82

	2013-08-242
	Remittance of Expanded Value Added Tax
	829083
	8/6/2013
	620.64

	2013-9-273
	Remittance of Expanded Value Added Tax
	829814
	9/10/2013
	7407.04

	2013-9-274
	Remittance of WithHolding Tax
	829815
	9/10/2013
	19,247.80

	2013-9-275
	Remittance of Expanded Value Added Tax
	838816
	9/10/2013
	1,961.58

	2013-09-276
	Remittance of Franchise
	838816
	9/10/2013
	9,410.60

	2013-10-306
	Remittance of Expanded WithHolding Tax
	838845
	10/8/2013
	214.08

	2013-10-307
	Remittance of Expanded Value Added Tax
	838846
	10/8/2013
	578.76

	2013-10-308
	Remittance of WithHolding Tax
	838847
	10/8/2013
	19,247.80

	2013-10-310
	Remittance of Franchise
	829849
	10/8/2013
	8,749.28

	2013-10-334
	Remittance of Franchise
	829872
	11/8/2013
	844.44

	2013-10-335
	Remittance of Expanded WithHolding Tax
	829873
	11/8/2013
	236.24

	2013-11-336
	Remittance of Expanded Value Added Tax
	829874
	11/8/2013
	520.99

	2013-11-337
	Remittance of WithHolding Tax
	827875
	11/8/2013
	19,247.80

	2013-12-370
	Remittance of Expanded Value Added Tax
	839000
	12/4/2013
	555.92

	2013-12-371
	Remittance of WithHolding Tax
	839001
	12/4/2013
	14,082.36

	2013-12-372
	Remittance of Franchise
	839007
	12/4/2013
	8,570.52

	2013-12-371
	Remittance of Expanded WithHolding Tax
	839009
	12/4/2013
	400.60

	Grand Total
	₱374,447.41


	Prepared by:
	

	
	

	MACRINA M. GENTILES

	State Auditor  III

	Audit Team Leader



