Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. 10
J.V. Serifia Street, Carmen, Cagayan de Oro City

OFFICE OF THE REGIONAL DIRECTOR
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MA. JAEVA C. QUINTAS 022
Acting General Manager JATE: _!A_Y 2 _LZ@. JATE: _ WiY._zi 2___
Kolambugan Water District
Kolambugan, Lanao del Norte TIME: _q TIME: L~

BY: / BY:
Sir/Madam: /

We are pleased to transmit the Annual Audit Report on the audit of Kolambugan Water
District, Kolambugan, Lanao del Norte as of December 31, 2021, pursuant to Section 2, Article
IX-D of the Philippine Constitution and pertinent provisions of Section 43 of the Presidential
Decree No. 1445, otherwise known as the Government Auditing Code of the Philippines.

The audit was conducted to (a) ascertain the fairness of presentation of the financial
statements; (b) ascertain the propriety of financial transactions and compliance with law, rules
and regulations; and (c) determine the extent of implementation of prior years’ audit
recommendations.

The audit report consists of Part |- Audited Financial Statements, Part |I-Observations and
Recommendations and Part [ll- Status of Implementation of Prior Years’ Audit
Recommendations, which were discussed with the officials and staff concerned.

We conducted our audit in accordance with International Standards of Supreme Audit
Institutions (ISSAls) and we believe these standards provided a reasonable basis for the audit
results.

A Modified-Qualified Opinion was rendered on the fairness of the presentation of the financial
statements of the Kolambugan Water District for the year ended December 31, 2021, as
discussed in the Independent Auditor’'s Report in Part | hereof.

We expressed Modified-Qualified Opinion on the fairness of the presentation of the financial
statements of the Kolambugan Water District for the year 2021 due to the following
exceptions:

1. Non-Preparation of the Bank Reconciliation Statements (BRS) on time is contrary to
Section 74 of Presidential Decree (P.D.) No. 1445 and Chapter 21 of Government
Accounting Manual (GAM), Volume |, for National Government Agencies, thus the
accuracy and validity of the balance of Cash in Bank account at a given time could not
be relied upon.

2. Accounts Receivable amounting to P 475,003.67 per Accounting Records is not fairly
presented at its net receivable value as of December 31, 2021 due to inadequate
provision of Allowance for Impairment — Accounts Receivable by P 149,949.85,



resulting to overstatement of asset and income accounts, contrary to Philippine
Accounting Standards (PAS) 39 and COA Circular No. 2016-005 dated December 19,
2016.

3. One-time cleansing of Property, Plant and Equipment (PPE) was not conducted as
provided for in COA Circular No. 2020-006 dated January 31, 2020 thus casting doubt
on the existence, completeness and valuation of the PPE accounts in the amount of
P11,121,058.80 in the Financial Statements as of December 31, 2021.

We request that the remedial measures be immediately implemented, and we will appreciate
being informed of the actions, plan and status of implementation thereon by submitting the
duly accomplished Agency Action Plan and Status of Implementation (AAPSI) form to the
Audit Team within 60 days from receipt hereof, pursuant to Section 91 of the General
Appropriations Act FY 2021.

We appreciate the invaluable support and cooperation extended by the officials of that Agency
to the Audit Team which facilitated the completion of the report.

-

/

Very tmlf&ours,

/

CELS’B‘I:.(VDC .
Director IV
Regional Dire

Copy furnished

The President of the Philippines
Malacafiang Palace, Manila

The Vice-President of the Philippines
Coconut Palace, F. Mana Guerrero St, CCP Complex, Pasay City

The Chairman-Senate Finance Committee
Senate of the Philippines
Roxas Boulevard, Pasay City

The Chairman-Appropriations Committee
House of Representatives
HOR Complex, Constitutional Hills, Quezon City

The Secretary of the Budget and Management
Department of Budget and Management
G. Solano St., San Miguel, Manila

The Administrator

Local Water Utiliies Administration (LWUA)
MWSS-LWUA Complex, Katipunan Avenue
Balara, Quezon City

The Director
National Library of the Philippines
T.M. Kalaw, Emmita, Manila

The Chief of Office
UP Law Center, UF, Diliman, Quezon City

File



Jojpny YOO
8y} 0} (Sg) Juswsjels yueg
Ajyuow 8y} jo idiegas a8y
Jaye shep Ausmj uiyIm SHg
aininy Juigns usyj :papiwgns
jou S¥g 8y jugns
pue eiedeid 0} |euuosiad

"uodn pajjal eq jou
pinoo awiy uaAb e je
JUNOY9E Mueg Ul ysen
J0 aouejeq a8y} Jjo
KypijeA pue Aoeinooe
a8y} sny} ‘ssiousby
JUSWIUIBAOS) [euoleN
Joj ‘| swnjoA ‘(NVD)
lenueyy  Bununodoy

JUSWIUIBA0S)
jo |z Jsydeyn
pue Gyl ON ('Q'd)
98108 |enuapisald
o y.  uonoeg
0} Aenuod s awi
uo (syg) suswsiels

Bununoooe sy wouy 801oud uoljeI|Iou028aY 100
pue puewsp juswsabeuew | jueg ay) | -zzoz
8y} Jeyl puswwoosal M\ | Jo  uoneledald-uoN | — ANOY
u ol woi4 9|qIs
uaye] | oneyuswajdw u 2jeq uodsay | ueld
eq 0} -UON oneyuswse|dw| | uonejuswadw| de@ | uonoy | (s)uoijepuawiioday Jipny uoneAlasqQ Jpny oy
uonoy | /Aejeq /leiued 0 snjejg jeble | | Uosiad
o} uoseay uejd uonoy Kouaby
20T Jes A Jepusje]d :poliad Ipny
JouIsIq J91eAN uebBnguie|oy -29)ipny
Jojoeg ajelodion :10j08g
0 sy
LZ0Z JesA Jepus|e) o4

(1ISdVV) NOILVINIWI1dNI 40 SNLVLS ANV NV1d NOLLOV AON3OV

SLION |ep oeue ‘uebngque|oy
1OIM1SIA ¥3ILVM NVYONEGINVION



pue :L00-71 02 Jeindi)
VOO Pue L0O-€L0Z ON
Je|noJiy  wnpuelowsyy
ior  va3N-waa-oia
-‘MOd £Aq pequosaid
aulpesp ayj ulyum awes
8y} jwgns pue upoday
juswysiidwosdy  Avo
a8y} aisedaid 0} uosied

“‘MOd PpPuUe  $10C
‘81 yoJey psjep L0O0
-#L0Z 'ON Jendii)

vOO Jo suoisiaoid
ay} 0} Auesjuod ‘yum
paidwod jou sem
1202 AD 3y} 1o} s|ljiAl
1oe/swelboid/syosloid
avos pajeudoidde ay)

[e204 Qv eyjasunbaio] ‘e | uo sjuswys)dwoooe €00
:Jebeuepy [essues) | ay} jo suswalinbal | -zzZ0z
8y} O} puswwodal op\ | Buipodal 8yl | —WOY
'sisAjeue Jayunj pasau
Aew jey) suoipesue.l)
8y} Jo uoneoludA
sjeipawil ay3
pepadull jey} psyusA
2q Jou p|noo saouejeq
juncooe 8y}  jo
ApijeA pue Aoeinooe
8y} sny  ‘GL0C
‘9L AInr psiep +00
-GL0Z 'ON JIenoap
‘wes} | YOO 0} Aenuod
PNy VYOO 8y} 0} spodaui | sI ssnpayos/suodal
paJinbas Bupoe| ay) ywagns | [eoueuly pajejal
pue eiedaid 0} |suuosiad | Jayjo pue sjuswalels
Bununoooe s) woly 9210jud | |elouBUl pus-ieak Z00
pue puewsp 0} Juswabeuew | palinbal sy} jo sawos | -zzZozZ
8y} Jeyl puswwodal A | Jo uoissiugns UON [ - NOY
u ol woi4 9|qIs
usye] | onejuswa|duw| u a1eq uodsey | ue|d
eq 0} -UON oneusws|dw| | uonejuswedwy | de@ | uondy | (S)uonepuswWOoI|Y JPNY uoneAlasqoO Ipny 1oy
uonoy | /Aejeq /enved jo snjeis 1ebie) / uosied
o} uoseay ue|q uonoy Aouaby




[} 8y} ul papodal

sSaoueleq junoooe
8y} Jo  Aoeindoe
pue  ssaug)o|dwod
‘'shy} ‘600z ‘Gl
laqusidag pajep 900
SJuUnNo2%e | -600Z 'ON Jenai)d
JO $)00q 8y} ul suonoesuel | YOO Pue Gyl ON
8y} Jjo Buipiooss 8y | ad o zZL Pue 00l
ajeyjioe} 0} spodal |eioueuly | UolPeS Ul paquosald
8yl wes] Jpny a8y} o} | pousd Aseyusws|bail
pJemioj pue awi} uo ywgns | ay} UIyHMm
0} 900 bBununodoy ay) | spoday |eloueul 00
alinbai 0} Jabeueyy [eiauas) | AlUJUuO oYy} jpwans | -zzZ0Z
8y} 0} pusawwodas A\ | 0} pajiej Aousby ayl | — WOV
‘asodind
8y}  Joj paziin
alam pejebpnqg
Aj@sodind  sjunowe
8y} Jou Jo Jayiaym jo
uoljeuiwislep ayj se
llem se psjepllen 8q
‘suonenbal jou pnoo sweiboud
pue sajni payo aAoge Juswdojensp
8y} uo papircid se Jeak pue Japuab
Buipeoaid ayj jo Aienuep ayj jo uonejuswaidwi
J0o pua 8y} wol skep ay) sny}
Buppom () @Ay ulyumM | 'LO-EL0Z ON Jenduid
JopeaT wea] Jipny au} jo wnpuesowsyy juior
2010 Y} ysiwny Adoo o) 'q YA3IN-WEa-O1id
u ol wol4 9|qIs
uaye] | onejuswaldw)| u aleq uodsey | ueld
aq 0} -UON onejuswsajdw) | uoneyuswajdwi de@ | uonoy | (s)uonepuswiwiodssy Jipny uoijeAlasqQ Ipny ‘Joy
uonoy | /Aejeq /eiued jo snjeis 1ebie ] / uosiad
Joj uoseay ue|d uoioy Aousby




8y} uo GLOg '} Jequiadeq
pajep 0L0-GL02
‘ON Jgnoiy vOO Jo
suoisiroid ay) juswejduwil
pue uym Adwod o] 2

puE ‘sjuswiajels |eoueul ‘G1L0Z ‘1
Jo  uonejussaid ey laquweoa( palep 010
B 9ASIYJ. 0} UOIJeol4ISSe|d -GL0Z 'ON Jenousin
Junoooe sesuadxa }09.1109 vOD 0} Aenuod
8y} Ul suonoesuel} asay) ‘pojejssi  Sjunoooe

piooas A@Anoadsoid 0} asuadxa yjoq Buisnes
‘WeuNoodYy ay) ybnolyl ‘q| ‘esuadx3 uonnquisiq

Joyaq/sniding pue uoissiwsuel |
paje|nwnooy ‘uoljesauss)
0} pasoo useq JO pesjsul  awodu|
Apeasje aAey saujus aAIsuayaidwon
jewnol  siesA  Joud JO juswele)s
se sjunoooe ajeudosdde ayl u (000zZe'vd)
Jey} 0} wey) Ayssejal sesuadx3 sjueosuqnT]
0} suopeys Buidwnd pue o ‘len4
ayj 104 Ayous)e pue (69cv8'syy'zd)
ay} jo Buipiooal asuadx3y
snoauo.d sJeak juauns Kyouyos|3 se
ay} Joj seuua Bunsnipe papJooal Ajsnosuous
Kiessaoau ay) aledalid o) 2leM B9'E9L'ESh'Zd
JUBJUNO2DY 8y} Joallp 0] ‘B | 0} Bununowe G00

Juswsbeuew | suonels Buidwnd ul | -Z2zZozZ

8y} O]} puBWLWOlal BAA | PaLINouUl S)S00 JaMod | — NOY
ENEE)

8q Jou pjnoo aouejeq

u o] woi4 9|qIs
usye] | onejusws|dw| u ajeq uodsey | ueld
aq 0} -UON oneuswsdw| | uoneusws|dw) de@ | uooy | (s)uonepuswiwossy ipny uonealssqo Jpny oy
uonoy | /Aeje( /lemed jo snjeig yebie] / uosiad
10j uoseay ue|d uoioy Aousby




peypadxa 'Aousbe ay)
J0 saoualadxa uoi09||09
‘sjunoooe jo Buibe se

4ons SI0}OB} JO UojEen|eAs '910Z '6} Jequieoeg
pue Ayliqe}os)jod uo pajep G00-9102
paseq s8|qeAisoay "ON Jejnadin) YOI pue

Sjunoody - jusuuledu) 6 (SVd) spiepuels
Jo} aduemo|ly dn jes o] ‘9| Bununoooy auiddijiyd

‘se|qeAl@oal 0} Aesuod ‘sjunoooe
Jo 2ouajsixa au) awooul pue jasse
JO uonepijeA pue ‘sisAjeue jo juswaje}siano
‘uonesiylusa olpouad 0} Bunnsa.

pue Jejnbal jonpuod o) ‘sgeve'6l d Ag
‘WeNoody ayj ybnosyl °q| s|geAieday SIUN0d0Y

'SO|qeAI209y SJUN02DY — Juswueduw|
- Juawredw| 10} Joj souemojly o
2ouemo|ly  ojeldosdde uoisinoid ejenbapeul
Bunoayjeu Ayue 0} enp 1z20Z ‘IE
jewinol Busnipe asedaid Jaquieoe(J Jo se anjeA
pue sa|geAladal sjunoooe 8|geAl®dal jeu sy Je
anpJano Buoj ||e sulwexs pajussaid Ajie) Jou s
pue sisja| suoeulyuoD splooay Bununoosy
puss ‘MalALl o] 'e|uJed L9'€00'S.LY 900

Juswebeuepy |4 o3  Bugunowe | -zzoz
ay} puswwosal S\ | 9|qeAI®09y SUN02dY | — NOY

"SIOUISI JOjEM
Buipnjour  ‘suonesodio)
JUBLILIBAOS) o}

(VOY) siunoody jo peyo
pesiney B Jo uopdope

u ol wo.i4 9|qis
ueye] | oneusws|dw u aleq uodsay | ued
aq 0} -UON oneuswsdw| | uonejuawsidwy| ndag uonoy | (s)uonepuawwossy Jipny uoljeAlasqo Jipny Joy
uonoy | /Aejaq /jeied jo snjejs jebie ) / uosiad
10} uoseay ue|q uonoy Aousby




'LZ00-%710Z "ON 48pJ0
SAljessiuiWLpY HOQ Jspun
pepincid se ueld Ajejes
Jajepn B jo  juswdojansp
pue uolesedaid ay) ul sdejs
fesseoau a8y} no Aued
Kj@ieipawwl 0} Juswabeuew
8y} O} puswWwWOodal BSM\

aney jou Aew yjesy
ognd pue Jsjem
Bupjuup jo Ayenb
ajes ay) usjealy) jey
S)sSuU  ‘sguanbasuod
e se ‘/Z00-¥10Z ON
18pI0 SAleJISIUIWLPY
HOd pue
#1L-0L0 'ON JendJip
wnpuesoway VYAM1
ul paiinbai se (dSM\)
ueld Aiejes Jsiepn
e Jo JuawdojaAsp ay)
uo suonoe Aleuiwaid
ayeuspun aye)}
jou pip Aousbe ayj

200
A4V
- oY

'SJUSWSE]S [EIOUBULY JO
uonejussaid Jiey aAsiyoe
0} Jeplo Ul €801 T8
swa) uo  Ajeouoads
910z ‘6L JeqwaoeQ
pajep G00-9L02
Jenouy  vOoO Buipige
SJUNO2OE  JO  HO-BJIM
1o} }sanbal 0} ‘se|qeAieval
ajgezijealun jenjoe
J0  uonesyiuspl

pue sjunodoe
Inqnop payiuepl
pue seousuadxe S$sSO|

uodn 'p

uaye|
eq 0}
uoloy

u
onjejuswajdu|
-UON
/Rejeq /iensed
10} uoseay

u
onejusws|duw|
O snjejg

oL

wol4 a|qIs

uonejuswa|duw|

uodsay
jdeg
1ebie | / uosiad

a1eq

ue|d
uondy

ue|d uoioy Aousby

(s)uonepuswiwosay Jpny

uoieAlasqQ lipny

19y




'810Z 'LE Aep pajep
Z00-81L0Z 'ON JejnaJid VOO
ay) ul papiac.d sauliepinb ay)

Buimojjos Aouis Aq SISO 8y3

wa)sAs aouelnsu|
S2IAI9S  JUSWIUIBA0D)
8yl yum soueinsul
Auadoid sjeudoidde
8yl UYum  palanod
Jjou asem ‘juswdinb3gy

yim sejuedoid ajqelnsul sy | uoneupodsuel] sy} Joy 600
|le ainsul jleys juswabeueyy | 1deoxe ‘Aousby oy} jo | -2zZ0Z
ey puawiwooal 9\ | seipadosd  sjgeinsul | — WOV
‘we)sAs |esodsip
‘Bunioyuow | pue juswiean
pue uojjejuawajdwi Jusiols | JISjemalsem  punos
pue SAlj08ye Ue JOj ‘Swe) | B JO S8JIeuoissaouod
Jayjo Buowe ‘siojedipul | sy Buiaudep
@ouewJouad Koy pue | 102 J0 seues 91 ‘ON
‘uoenieAs pue Buuojuow | JepIO SAleJISIUILPY
JO suesw 'seyijigejunoode | Jo | (1)'e uonoes pue
‘sauliawi} jJ9bJe) ‘'sindjno pue | ‘pepuswe se ‘g6l
sSawoo)no  pajoadxa/palisep | d 0 G uoies ‘800z
S}l YlmM ueyepepun 8q O} | JO sShwepuew unoo
uoljoe Jo $9sIN02 3y} ‘PuisIq | swaldns ‘G226 v
8y} Jo aaiposigo oibejess | Aq pasinbal se (JNS)
e Joj} Bupimoid (dNS) |ueld wswebeuepy
ue|d juawabeuely abejdas ebejdeg 800
s}l ajedaid 0} jJuswsbeuew | e jJswsidwi 0} s|qe | -zzozZ
8y} O} pusWWOoa) BSAA | Jou sem Pulsig eyl | — WOV
‘ainseaw
jojjuod  @jeudoidde
fq passaippe
Auedoud usaq
u ol woi4 9|qIs
usye] | onejuswajdu) u ajeq uodsay | ueld
aq 0} -UON opejuswsidw| | uonejuswsidwy de@ | uondy | (S)uonepuswiwossy Jpny uoneassqO Ipny ‘Joy
uoioy | /Aejeq /jeied 0 snjeig jebie / uosiad
10} uoseay ue|d uonoy Aousby




‘Buryel-KiojusAul
8y} Jo soueuwuoped

8y} ul jsisse 0} @akojdwe L2oz ‘L€ Jequisdeg
ue aJuy ‘siqissod J| ‘q|j0 Sse sjuswelels

‘ssoueleq |eloueuly ay}
S}l ysijgejse 0} sjunodoe u 08'8s0Lzl'LLd
3dd jo Buisueso j0 junowe
awi-suo 8y} Joj swey 8yl uw  sjunoooe
ddd Buissjwy/Bunsixe ddd 8y} jo uonenjeA
-uou  Joj  uolusodsip pue  ssausje|dwod
pue wuonejs je punoj ‘@ous)sixe
@soyl jo uonubooai ay) uo qnop

‘Buiyey Aioyusaul uo 900 Buysed sny} 0Z0zZ ‘L€
-020Z 'ON Je|ndll) VYOO Aenuer psjep 900
kg ypoj jes sainpesosd -0Z0Z 'ON Jenosn
pue souljepinb VOO ul Joj papiroid
ay} yum Aldwoo SE Pajonpuod jou sem
pue pe A@jepsww| ‘e|(3dd)  ewdnb3 | 010
:0} Juswabeuew | pue je|d ‘Auedoid | -zzZoz
ay) puswuwiooal M | Jo Buisueso sw-auQ | — WOV
"uonediuWSpUl
Jnoyym  sso|  Jo
3SU O} S3dd souisia
ay) sesodxa 8102 ‘L€
Aey pajep z00-8102
ON JgmaIp  vOO
pue MeT @oueinsu|
Auedold 10 gG9 'ON
('v¥d) v olgndey
ul pasinbai se (S1S9)

u ol woid a|qis
uaye] | onejuswajdw u aeq uodsey | ue|d
8q 0} -UON onjejuawsidw)| | uogejuawsidw) | ‘ideg | uonoy | (S)uonepuswwiosay PNy uoneAIasqQ Ipny Joy
uonoy | /Aejeq /leied | jo snjeig jobie) / uosied
10} uoseay ue|q uonoy Aouaby




Jabeuey |essuas) Buijoy
8leq SV.LININD "D VAIVr 'VIN

:jo-ubig Aouaby

pafejeq (8) 10 payuswaidwi Ajreiued (p) ‘pejusweidwy JoN (9) ‘Bulob-up (q) ‘pajuswsjdwy Ajn4 (e) 8q 1eyjie Aew uonejuswaiduwl Jo sniejs :8joN

‘Juno9 |eaisAyd
a8y} Jjo uonejusws|duwl
ajelpawiw
ayl Jo}  Bununoooe
pue ‘Buideayyooq
u ol wol4 9|qis
uaye] | onejuswsajduw| u ajeq uodsay | ueld
eq 0} -UON oneuawajdw)| | uonejuswsaduw| 1de@ | uonoy | (s)uonepuawiodsy Jipny uoneAlssqo Jpny ‘Joy
uooy | /Aejsq /eiued JO snjejs 1ebie | ] uosiad
10} uoseay ue|d uoioy Aousby




Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. 10
Cagayan de Oro City

OFFICE OF THE SUPERVISING AUDITOR
CGS -Water Districts and Other CGS Stand-Alone Agencies

February 22, 2022

Atty. CELSO L. VOCAL
Regional Director

COA - 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 the Kolambugan Water
District, Kolambugan, Lanao del Norte for the year ended December 31, 2021.

The audit was conducted to: (a) ascertain the fairness of presentation of the Financial
Statements; (b) ascertain the propriety of financial transactions and compliance with
prescribed rules and regulations; and (c) determine the extent of implementation of prior
years’ audit recommendations.

The audit report consists of Part | - Audited Financial Statements; Part || - Observations and
Recommendations; and Part Ill - Status of Implementation of Prior Years' Audit
Recommendations. 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.

Except for the effects of the matters discussed in Part || 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 the International Standards of Supreme Audit
Institutions (ISSAls), and we believe these standards provided reasonable basis for the

results of the audit. We rendered a modified-qualified opinion on the fairness of presentation
of the financial statements.

Very truly yours,

CECILWNTILLAS
State Auditer

Supervising Auditor



Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. 10
Cagayan de Oro City

OFFICE OF THE AUDIT TEAM LEADER
R10-05, CGS — Water Districts and Other CGS Stand-Alone Agencies

February 21, 2022

Ms. CECILIA A. PONTILLAS

Supervising Auditor

CGS - Water Districts and Other CGS Stand-Alone Agencies
COA - Regional Office No. X

Cagayan de Oro City

Ma'am:

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 conducted an audit on the accounts and operations of
Kolambugan Water District, Kolambugan, Lanao del Norte, for the year ended December
31, 2021.

The audit was conducted to: (a) ascertain the fairness of presentation of the Financial
Statements; (b) ascertain the propriety of financial transactions and compliance with
prescribed rules and regulations; and (c) determine the extent of implementation of prior years’
audit recommendations.

The audit report consists of Part | - Audited Financial Statements; Part Il - Observations and
Recommendations; and Part Ill - Status of Implementation of Prior Years’ Audit
Recommendations. 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.

Except for the effects of the matters discussed in Part Il 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 the International Standards of Supreme Audit
Institutions (ISSAIs), and we believe these standards provided a reasonable basis for the
results of the audit. We rendered a modified-qualified opinion on the fairness of presentation
of the financial statements.

Very truly yours,

FATIMAH S A. DISAMBURUN
State Auditor Il

Acting Audit Team Leader



Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. 10
Carmen, Cagayan de Oro City

ANNUAL AUDIT REPORT

ON THE

KOLAMBUGAN WATER DISTRICT
Kolambugan, Lanao del Norte

For the Year Ended December 31, 2021






EXECUTIVE SUMMARY
A. Introduction

The Kolambugan Water District (KOLWD) was created under a special law, Presidential
Decree 198 as amended by PD Nos. 768 and 1479 better known as the “Provincial Water
Utilities Act of 1973."” KOLWD was awarded with the Certificate of Conditional Conformance
No. 228 by the Local Water Utilities Administration (LWUA) on November 8, 1982.

The KOLWD is presently categorized as “Category D" Water District serving a total
population of 27,005 as of December 31, 2020 with 2,615 total service connections.

As of December 31, 2021, the governing board is composed of directors representing the
different sectors and organizations within the municipality of Kolambugan who were
appointed by the Local Chief Executive. They exercise corporate powers and determine
policies for the operations of the District. They are as follows:

Chairperson: Mr. Fernandito R. Ridao
Members: Mr. Tindug O. Macarambon
Ms. Ma. Aima C. Omictin
Mr. Corsenia E. Torres
Mr. Vicente P. Mejorada

All local water districts were declared as Government-Owned and Controlled Corporations
(GOCC) by the Supreme Court on September 13, 1991 in the case docketed as GR Nos.
95237-38.

An audit was conducted on the accounts and operations of Kolambugan Water District for
calendar year 2020. The audit consisted of testing the adequacy of the related systems and
controls set by the agency, verification of the accuracy, legality and completeness of its
financial transactions, and the application of the other audit procedures considered
necessary under the circumstances. It was also made to determine whether the district's
financial statements present fairly its financial position and results of operations and cash
flows, and whether applicable laws, rules and regulations were followed.

B. Financial Highlights

Financial Condition

2021 2020 (g‘:;:‘:::;) Percentage
Assets P17,510,869.25 | P15,266,517.30 | P2,244,351.95 14.70%
Liabilities P6,630,114.71 | $7,055,302.66 | P(425,187.95) (6.03%)
g::if;”me”t £10,880,754.54 | P8,211,214.94 | $2,669,539.60 32.51%
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Results of Operations
2021 2020 increansl Percentage
(Decrease)
Income P13,559,623.26 | ©11,809,029.13| P1,750,594.13 15%
Expenditures | P10,720,317.18 | P10,070,345.12 |  P649,972.06 6%
mi;?nzemﬁng £2.839,306.08 | ©1,738,684.01| ©1,100,622.07 63%

C. Scope of Audit

The audit covered the examination of the accounts and operations of Kolambugan Water
District, Kolambugan, Lanao del Norte for the period January 1 to December 31, 2021. The
audit consisted of review of operating procedures, inspection of programs and projects, testing
the adequacy of the related systems and controls set by the agency, verification of the
accuracy, legality and completeness of its financial transactions, interview with concerned
officials and employees, and the application of other audit procedures considered necessary
under the circumstances.

D. Independent Auditor’s Report on the Financial Statements

A Modified-Qualified Opinion was rendered on the fairness of presentation of the financial
statements due to:

: | Non-Preparation of the Bank Reconciliation Statements (BRS) on time is contrary to
Section 74 of Presidential Decree (P.D.) No. 1445 and Chapter 21 of Government
Accounting Manual (GAM), Volume |, for National Government Agencies, thus the
accuracy and validity of the balance of Cash in Bank account at a given time could not
be relied upon.

2 Accounts Receivable amounting to P 475,003.67 per Accounting Records is not fairly
presented at its net receivable value as of December 31, 2021 due to inadequate
provision of Allowance for Impairment — Accounts Receivable by P 149,949.85,
resulting to overstatement of asset and income accounts, contrary to Philippine
Accounting Standards (PAS) 39 and COA Circular No. 2016-005 dated December 19,
2016.

3. One-time cleansing of Property, Plant and Equipment (PPE) was not conducted as
provided for in COA Circular No. 2020-006 dated January 31, 2020 thus casting doubt
on the existence, completeness and valuation of the PPE accounts in the amount of
P11,121,058.80 in the Financial Statements as of December 31, 2021.



E. Summary of Significant Observations and Recommendations
In addition to the forecited reasons for a Modified Qualified Opinion, the following were noted:

1. Non submission of some of the required year-end financial statements and other
related financial reports/schedules is contrary to COA Circular No. 2015-004
dated July 16, 2015, thus the accuracy and validity of the account balances
could not be verified that impeded the immediate verification of the transactions
that may need further analysis.

We recommended that the management to demand and enforce from its accounting
personnel to prepare and submit the lacking required reports to the COA Audit team.

2. The reporting requirements of the accomplishments on the appropriated GAD
projects/programs/activities for the CY 2021 was not complied with, contrary to
the provisions of COA Circular No. 2014-001 dated March 18, 2014 and PCW-
DILG-DBM-NEDA Joint Memorandum Circular No. 2013-01, thus the
implementation of the gender and development programs could not be validated
as well as the determination of whether or not the amounts purposely budgeted
were utilized for the purpose.

We recommended to the General Manager:

a. To require the GAD Focal Person to prepare the GAD Accomplishment Report and
submit the same within the deadline prescribed by PCW-DILG-DBM-NEDA Joint
Memorandum Circular No. 2013-01 and COA Circular 2014-001; and

b. To copy furnish the Office of the Audit Team Leader within five (5) working days from
the end of January of the preceding year as provided on the above cited rules and
regulations.

3. The Agency failed to submit the Monthly Financial Reports within the
reglementary period prescribed in Section 100 and 122 of PD No. 1445 and COA
Circular No. 2009-006 dated September 15, 2009, thus, completeness and
accuracy of the account balances reported in the trial balance could not be
determined.

We recommended to the General Manager to require the Accounting Office to submit on time
and forward to the Audit Team the financial reports to facilitate the recording of the
transactions in the books of accounts.

4. Power costs incurred in pumping stations amounting to P2,453,163.69 were
erroneously recorded as Electricity Expense (P2,448,843.69) and Fuel, Oil and
Lubricants Expenses (P4,320.00) in the Statement of Comprehensive Income
instead of Generation, Transmission and Distribution Expense, causing both
expense accounts misstated, contrary to COA Circular No. 2015-010 dated
December 1, 2015.

We recommend to the management:

a. To direct the Accountant to prepare the necessary adjusting entries for the current
year’s erroneous recording of the electricity for the pumping stations to reclassify them



to their appropriate accounts as prior years’ journal entries have already been closed

to Accumulated Surplus/Deficit;

b. Through the Accountant, to prospectively record these transactions in the correct
expenses account classification to achieve a fair presentation of financial statements;

and

C. To comply with and implement the provisions of COA Circular No. 2015-010 dated
December 1, 2015 on the adoption of a Revised Chart of Accounts (RCA) for
Government Corporations, including Water Districts.

F. Summary of Total Suspension, Disallowance and Charges as of Year-End
puicis | amen, | crAmet [ cyzer [ pmes.
Suspensions P 0.00 0.00 0.00 P 0.00
Disallowances | P 0.00 29,125.00 29,125.00 P 0.00
Charges P 0.00 0.00 0.00 P 0.00
G. Status of Implementation of Prior Years’ Audit Recommendations

Of the nine (9) audit recommendations contained in the Annual Audit Report on the Water
District for the calendar year 2020, four (4) were fully implemented, four (4) were partially
implemented, and one (1) remained unimplemented.
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AUDITED FINANCIAL STATEMENTS



Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. 10
Cagayan de Oro City

OFFICE OF THE SUPERVISING AUDITOR
Audit Group CGS - Water Districts and Other CGS Stand-Alone Agencies

INDEPENDENT AUDITOR’S REPORT

FERNANDITO R. RIDAO
Chairman, Board of Directors
Kolambugan Water District
Kolambugan, Lanao del Norte

MA. JAEVA C. QUINTAS
Acting General Manager
Kolambugan Water District
Kolambugan, Lanao del Norte

Modified-Qualified Opinion

We have audited the financial statements of the Kolambugan Water District, Kolambugan
Lanao del Norte which comprise the Statement of Financial Position as at December 31, 2021,
and the related Statements of Comprehensive Income, Cash Flows and Changes in Equity
for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, except for the effects of the matter described in the Bases for Modified Opinion
section of our report, the accompanying financial statements present fairly, in all material
respects, the financial position of Kolambugan Water District as at December 31, 2021, and
of its comprehensive income and its cash flows for the year ended in accordance with
Philippine Financial Reporting Standards (PFRS).

Bases for Modified-Qualified Opinion

As discussed in Part |I- Observations and Recommendations of this report, a modified opinion
was rendered to the following:

1. Non-Preparation of the Bank Reconciliation Statements (BRS) on time is contrary to
Section 74 of Presidential Decree (P.D.) No. 1445 and Chapter 21 of Government
Accounting Manual (GAM), Volume |, for National Government Agencies, thus the
accuracy and validity of the balance of Cash in Bank account at a given time could not be
relied upon.

2. Accounts Receivable amounting to P 475,003.67 per Accounting Records is not fairly
presented at its net receivable value as of December 31, 2021 due to inadequate provision
of Allowance for Impairment — Accounts Receivable by P 149,949.85, resulting to
overstatement of asset and income accounts, contrary to Philippine Accounting Standards
(PAS) 39 and COA Circular No. 2016-005 dated December 19, 2016.

3. One-time cleansing of Property, Plant and Equipment (PPE) was not conducted as
provided for in COA Circular No. 2020-006 dated January 31, 2020 thus casting doubt on



the existence, completeness and valuation of the PPE accounts in the amount of
P11,121,058.80 in the Financial Statements as of December 31, 2021.

We conducted our audit in accordance with International Standards of Supreme Audit
Institutions (ISSAIl). Our responsibilities under those standards are further described in the
Auditor's Responsibility for the Audit of the Financial Statements section of our report. We are
independent of the agency in accordance with the ethical requirements that are relevant to
our audit of the financial statements, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our modified opinion.

Key Audit Matters

Except for the matter described in the Bases for Modified Opinion section, we have
determined that there are no other key audit matters to communicate in our report.

Responsibilities of Management and those Charged with Govemance for the Financial
Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Philippine Financial Reporting Standards (PFRS) and for such
internal control as Management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Those charged with governance are responsible for overseeing the District's financial
reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain a reasonable assurance about whether the financial statements,
as a whole, are free from material misstatement, whether due to fraud or error, and to issue
an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with ISSAI will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in aggregate, they could reasonably be expected to
influence the economic decisions of users on the basis of the financial statements.

COMMISSION ON AUDIT
BY:

CECILIA A. LTILLAS
State Auditor V
Supervising Auditor

February 22, 2022
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f r? @"«% Republic of the Philippines

- s  Kolambugan Water District
(GOVERNMENT OWNED & CONTROLLED CORP.)
Kolambugan, Lanao del Norte

TIN: 004-365-844 CCC No. 539

STATEMENT OF MANAGEMENT RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The Management of the Kolambugan Water District is responsible for the preparation
of the financial statements as at December 31, 2021, including the additional components
attached thereto in accordance with the prescribed financial reporting framework
indicated therein. The responsibility includes designing and implementing internal
controls relevant to the preparation and fair presentation of financial statements that are
free from material statement whether due to fraud or error, selecting and applying
appropriate accounting policies and making accounting estimates that are reasonable in
the circumstances.

The Board of Directors reviews and approves the financial statements before such
statements are issued to the regulators, creditors and other users.

The Commission on Audit has audited the financial statements of the Kolambugan
Water District in accordance with the Philippine Public Sector Standards on Auditing and
has expressed its opinion on the fairness of presentation upon completion of such audit,
in its report to the Board of Directors.

FERNANDITO R. RIDAO
Chaifman of the Board

February 14, 2022

Date Signed
KATHLEE 'CE G. GAGARRA MA. JA C. QUINTAS
Corporate Agcounts Analyst Acting GeNeral Manager
February 14, 2022 February 14, 2022
Date Signed Date Signed



,"‘ 'i‘ KOLAMBUGAN WATER DISTRICT
J¥J¥ % CONDENSED STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2021

NOTE 2021 2020
ASSETS
Current Assets
Cash and Cash Equivalents 5 P 4,270,709.80 P 3,344,681.32
Receivables 6 1,316,109.08 419,193.28
Inventories 7 684,066.93 683,016.91
Other Current Assets 9 118,924.64 118,924.64
Total Current Assets P 6,389,810.45 P  4,565,816.15
Non-Current Assets
Property, Plant and 8 ? 11,121,058.80 # 10,700,701.15
Equipment
Other Non-Current Assets
Total Non-Current Assets f 11,121,058.80 # 10,700,701.15
Total Assets P 17,510,869.25 P 15,266,517.30
LIABILITIES
Current Liabilities
Financial Liabilities 10 P 329,981.05 | od 316,010.00
Inter-Agency Payables 11 70,917.47 63,148.06
Provisions / Trust Liabilities 12 1,247,664.04 1,071,530.45
Total Current Liabilities P 1,648,562.56 P 1,450,688.51
Non-Current Liabilities
Financial Liabilities 10 P 4,981,552.15 P 5,604,614.15
Total Non-Current Liabilities P 4,981,552.15 P 5,604,614.15
Total Liabilities P 6,630,114.71 P 7,055,302.66
EQUITY
Government Equity
Government Equity 14 P 741,246.00 P 741,246.00
Retained Earnings/(Deficit) 10,139,508.54 7,469,968.64
Total Equity f 10,880,754.54 P 8,211,214.64
Total Liabilities and Equity P 17,510,869.25 P 15,266,517.30
(See Accompanying Notes to Financial Statements)
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Income
Service and Business Income
Other Non-operating Income
Total Income

Expenses
Personnel Services
Maintenance and Other
Operating Expenses
Financial Expenses
Non-Cash Expenses

Total Expenses

Profit/(Loss) Before Tax
Income Tax Expensel/(Benefit)
Profit/(Loss) After Tax

Net Assistance/Subsidy/
(Financial

Assistance/Subsidy/
Contribution)

Net Income/(Loss)

Other Comprehensive
Income/(Loss) for the Period

Comprehensive Income/(Loss)

(See Accompanying Notes to Financial Statements)

NOTE

16
17

18
19

KOLAMBUGAN WATER DISTRICT
CONDENSED STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED DECEMBER 31, 2021

2021 2020
13,559,623.26 f 11,809,029.13
13,559,623.26 P 11,809,029.13

4,529,001.95 P 4,852,327.82
5,148,851.47 4.106,449.81

432,329.00 485,436.00

610,134.76 626,131.49
10,720,317.18 P 10,070,345.12

2,839,306.08 P 1,738,684.01
0.00 0.00
2,839,306.08 P 1,738,684.01
0.00 0.00
2,839,306.08 P 1,738,684.01
0.00 0.00
2,839,306.08 # 1,738,684.01




KOLAMBUGAN WATER DISTRICT
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2021

Retained

Contributed
Earnings/ g TOTAL
(Deficit) Capital
?AzLAoz:CE ATJANUARY o ga3558628 P 74124600 P  7,076,832.28

ADJUSTMENTS: 0.00 0.00 0.00

RESTATED BALANCE AT
JANUARY 1, 2020 P 6,335,586.28 P 741,246.00 P 7,076,832.28

CHANGES IN EQUITY

FOR 2020
Add/(Deduct):

t?;";g;er“ens“’e Income for 43858401 P 000 P 1738684.01
Other Adjustments (604,301.65) 0.00 (604,301.65)

Ef‘ '5?,;"?5 ATDECEMBER p ;69906864 P 741,24600 P 8211,214.64

CHANGES IN EQUITY

FOR 2021
Add/(Deduct):
t?::';‘;ﬁ"e"s"’e Incomefor o 583930608 P 000 P 2,839306.08
Other Adjustments (169,766.18) 0.00 (169,766.18)

?f"é‘;';f'i ATDECEMBER p 4043950854 ® 741,246.00 P 10,880,754.54

(See Accompanying Notes to Financial Statements)



KOLAMBUGAN WATER DISTRICT
CONDENSED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2021

2021 2020
CASH FLOWS FROM OPERATING
ACTIVITIES
Cash Inflows
Collection of Income/Revenue P 1,794,565.11 10,411,201.92
Collection of Receivables 10,953,072.52 1,431,804.44
Total Cash Inflows P 12,747,637.63 11,843,006.36
Adjustments 0.00 0.00
Adjusted Cash Inflows P 12,747,637.63 11,843,006.36
Cash Outflows

Payment of Expenses P 7,561,659.25 9,160,745.12
Purchase of Inventories 64,923.38 49,012.33
Payments of Accounts Payable 1,281,074.38 1,288,426.69
Other Disbursements 1,107,683.59 778,129.78

Total Cash Outflows P 10,015,340.60 11,276,313.92
Adjustments 0.00 0.00
Adjusted Cash Outflows 10,015,340.60 11,276,313.92

Net Cash Provided by (Used in)

Operating Activities P 10,015,340.60 11,276,313.92

CASH FLOWS FROM INVESTING

ACTIVITIES

Cash Inflows
Total Cash Inflows | 0.00 0.00
Adjustments 0.00 0.00
Adjusted Cash Inflows P 0.00 0.00

Cash Outflows

Purchase/Construction of Property,

Plant and Equipment o 751,612.55 764,287.32
Total Cash Outflows P 751,612.55 764,287.32
Adjustments 0.00 0.00
Adjusted Cash Outflows 751,612.55 764,287.32

Net Cash Provided By/(Used In) 751.612.55 764.287.32

Investing Activities




CASH FLOWS FROM FINANCING
ACTIVITIES

Cash Inflows
Total Cash Inflows
Adjustments
Adjusted Cash Inflows

Cash Outflows
Payment of Long-Term Liabilities
Payment of Interest on Loans and Other
Financial Charges
Total Cash Outflows
Adjustments
Adjusted Cash Outflows
Net Cash Provided By/ (Used In)
Financing Activities
INCREASE/(DECREASE) IN CASH AND
CASH EQUIVALENTS

Effects of Exchange Rate Changes
on Cash and Cash Equivalents

CASH AND CASH EQUIVALENTS,
JANUARY 1, 2020

CASH AND CASH EQUIVALENTS,
DECEMBER 31, 2020

(See Accompanying Notes to Financial Statements)

2021 2020

0.00 p 0.00

0.00 0.00

0.00 P 0.00
622,427.00 , 569,720.00
432,229.00 485,336.00
0.00 0.00
1,054,656.00 P 1,055,056.00
0.00 0.00
1,054,656.00 1,055,056.00
1,054,656.00 P 1,055,056.00
926,028.48 P (1,252,650.88)
0.00 0.00
3,344,681.32 | 4,597,332.20
4,270,709.80 P 3,344,681.32
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KOLAMBUGAN WATER DISTRICT
Kolambugan, Lanao del Norte

NOTES TO FINANCIAL STATEMENTS
December 31, 2021

1. Agency Background

Kolambugan Water System, known as Kolambugan Water District was created under special
law, Presidential Decree 198 amended by PD Nos. 768 and 1479 better known as the
“Provincial Utilities Act of 1973" KOLWD was awarded with the Certificate of Conditional
Conformance no. 539 by Local Water Utilities Administration (LWUA) on July 28, 1994. All
Local Water District were declared as Government-Owned and Controlled Corporations
September 13, 1991 in case docketed as GR Nos. 95237-38.

Mission:

Committed to provide adequate safe potable and affordable water supply 24 hours a day with
a service that is transparent and accountable to the Residents of the Municipality of
Kolambugan.

Vision:

To be a progressive economically viable effective partner in the community in providing
adequate safe potable and affordable water 24 hours a day through outstanding service with
a good management.

The policy-making body of the Kolambugan Water District is the Board of Directors, composed
of five members:

Name Designation Sector
Mr. Fernandito R. Ridao Chairman Business
Mr. Tindug O. Macarambon V-Chairman Civic
Ms. Ma. Alma C. Omictin Secretary Education
Mr. Corsenia E. Torres Treasurer Women
Mr. Vicente P. Mejorada Member Professional

2021 Operational Highlights

A comparative financial condition and results for operations for CY 2021 and 2020 is
presented below:

Financial Condition

Increase
2021 2020 (Decrease) Percentage
Assets P17,510,869.25 | P15,266,517.30 | P 2,244,351.95 14.70%
Liabilities P 6,630,114.71 | P7,055,302.66 | P (425,187.95) (6.03%)
Government Equity | P10,880,754.54 | ©8,211,214.94 | P 2,669,539.60 32.51%
9




Results of Operation
Increase
2021 2020 (Decrease) Percentage
Income #13,559,623.26 | #11,809,029.13 | P 1,750,594.13 15%
Expenses #10,720,317.18 | #10,070,345.12 P 649,972.06 6%
Net Income P 2,839,306.08 | P 1,738,684.01 | P 1,100,622.07 63%

The District is operating profitably and maintains a good financial position, indicating its
capability to the system operations. As of December 31, 2021, it has 3,085 active service
connections having an estimated population of 15,425.

2. Summary of Significant Accounting Policies

The significant accounting policies that have been used in the preparation of these financial
statements are summarized below.

2.1 Basis of Financial Statement Presentation

The financial statements have been prepared in accordance with the Philippine Financial
Reporting Standards (PRFS) and the Revised Chart of Accounts (RCA) for Government
Corporations (GCs) classified as Government Business Enterprises (GBEs) under COA
Circular NO. 2015-010.

2.2 Significant Accounting Judgments and Estimates

The preparation of the financial statements is in accordance with the PFRS which require the
use of certain critical accounting estimates and assumptions that affect the reported amount
of assets, liabilities, income, and expenses. It also requires management to exercise its
judgment in applying the district's accounting policies. Future events may occur which will
cause the assumptions used in arriving at the estimates to change. The effects of any change
in estimates are reflected in the financial statements as they become reasonably
determinable.

2.3 Basis of Recording

Accrual method of accounting was used. Revenues are recorded in the period in
which service is given ( although collections may be received in prior or subsequent
period ) and expenses are recorded in the period in which the benefits are received
(although payments may be made in prior or subsequent period).

2.4 Monetary Denomination Used

These financial statements are presented in Philippine Peso as its monetary denomination

used to facilitate proper recording and reporting of the transactions except when otherwise
indicated.
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2.5 Methods of Accounting

The District uses the Revised Chart of Accounts prescribed under COA Circular NO. 2015-
010 dated December 01, 2016 effective January 01, 2017.

2.6 Significant accounting policies observed for each account
2.6.1 Cash and Cash Equivalents
Cash includes cash on hand and cash in banks. Cash is valued at face value.

Petty Cash Fund is maintained under the Imprest system. All replenishment is directly charged
to appropriate expenses account.

2.6.2 Receivables
Receivables are stated at face value less allowance for impairment.
2.6.3 Inventories

Regular purchase is coursed thru the inventory account and issuances thereof are recorded
as they take place except those purchased out of Petty Cash Fund which shall be for
immediate use and not for stock. Such case shall be charged immediately to the appropriate
expenses account.

Purchase of supplies and materials for stock, regardless of whether or not they are consumed
within the accounting period is recorded as inventory following the Weight Average Method -
Perpetual Inventory Method.

Inventories include assets for consumption in the normal course of operations. Inventories of
the District include materials and supplies that are kept in stock for future use in operations.
These are grouped into office supplies inventory, accountable forms, plates and stickers
inventory and other supplies and materials inventory.

2.6.4 Property, Plant and Equipment

Property, Plant and Equipment consist of infrastructure assets, machinery and equipment,
transportation equipment and construction in progress. The District's PPE are recorded at
cost.

Initial Recognition

The initial cost of property and equipment consists of its purchase price, taxes, and any
directly attributable costs of bringing the asset to its working condition and location for its

intended use like transportation, freight, installation costs, etc. in the books of accounts, the
purchase is immediately recorded as asset.
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Subsequent recognition

Expenditures incurred after the assets have been put into operation, such as repairs and
maintenance, are normally charged to Maintenance and Other Operating Expenses (MOOE)
in the period in which the costs are incurred.

Derecognition

Fully depreciated assets are retained in the accounts until they are no longer in use and no
further charge for depreciation is made in respect of those assets.

Depreciation

The straight-line method of depreciation is used over the estimated useful lives of the assets.
A residual value equivalent to five percent (10%) of the cost is set-up and depreciation stats
on the second month after purchase/completion of the property, plant, and equipment.

2.6.5 Construction in Progress

Construction in-progress is stated at cost. While the construction of the project is in progress,
no provision for depreciation is recognized.

Construction in-progress is transferred to the related Property, Plant and Equipment account
when the construction or installation and related activities necessary to prepare the property,

plant and equipment for their intended use have been completed, and the property, plant and
equipment are ready for service.

This includes the Storage reservoirs, water system (pipelines & valves), land, fire hydrants.
2.6.7 Liabilities

Liabilities are recognized only when goods are delivered and/or services rendered or when
suppliers’ bills are received.

2.6.8 Revenues

Revenue is recognized only when it is probable that the economic benefits associated with
the transaction will flow to the enterprise. However, when an uncertainty arises about the
collect ability of an amount already included in revenue, the uncollectable amount, or the
amount in respect of which recovery has ceased to be probable is recognized as an expense,
rather than as an adjustment of the amount of revenue originally recognized.

When bill is imposed and not paid on time or after the lapse of due date, the district recognizes
such delays as Fines and Penalties-Business Income.

2.6.9. Expenses

All expenses shall be recognized when incurred and reported in the financial statements in
the period to which they relate.
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2.6.10 Events after the Balance Sheet Date

Any post year-end events that provide additional information about the District’s position at
balance sheet data (adjusting events) are reflected in the financial statements. Any post
yearend that is not adjusting event is disclosed in the notes to financial statements, when
material.

2.6.11 Employee benefits

The employees of the District are members of the Government Service Insurance System
(GSIS), which provides life and retirement insurance coverage.

The District recognizes the undiscounted amount of short-term employee benefits, such as
salaries, wages, bonuses, allowances, etc., as expense.

2.6.12. Changes in accounting policies and estimates

The District recognizes the effects of changes in accounting policy retrospectively. The effects
of changes in accounting policy are applied prospectively if retrospective application is
impractical.

The District recognizes the effects of changes in accounting estimates prospectively by
including in surplus or deficit.

2.6.13 Correction Errors

Fundamental errors of prior years were corrected using the Prior Year's Adjustment account
while errors affecting the current year’s operation were affected to the current year accounts.

3. Significant Management’s Accounting Judgements and Estimates

The preparation of the District’s financial statements in conformity with Philippines Financial
Reporting Standards requires Management to make judgments, estimates and assumptions
that affect the amounts reported in the District’s financial statements and accompanying
notes.

The estimates and assumptions used in the District’s financial statements are based upon
Management’s evaluation of relevant facts and circumstances as of the date of the District's
financial statements.

Actual results could differ from such estimates. Judgments and estimates are continually
evaluated and are based on historical experience and other factors, including expectation of
future events that are believed to be reasonable under the circumstances.

3.1. Key Sources of Estimation Uncertainty

In the application of the District's accounting policies, Management is required to make,
estimates and assumptions about the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered to be relevant, actual results
may differ from these estimates.
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised if the affects
both current and future periods.

The following represents a summary of the significant estimates and judgments and related
impact and associated risks in the District’s financial statements.

Estimated useful Lives of Property and Equipment

The District estimates the useful life of the property, plant and equipment based in the COA
Circular NO. 2004-005 dated August 9, 2004.

Depreciation and amortization are calculated on a straight-line basis, and assets are
depreciated over the following estimated useful lives as follows.

PARTICULARS DEPRECIATION METHOD USEFUL LIFE
Office Furniture & Equipment Straight-line Method 5 years
llr.‘;zg:;t:;; Zgii?mrrg:tu hleaiioh Straight-line Method 5 years
Technical and scientific equipment Straight-line Method 10 years
Other Equipment Straight-line Method 3-5 years
Motor vehicle Straight ~line Method 8 years
Water Supply system Straight- line Method 5-20 years

4. Budget Information

Section 3.3 of DBM Corporate Circular NO. 20 dated April 27, 2005 states that any increase
in the approved principal corporate operating budget in the course of the budget year, as may
be warranted by additional corporate receipts, shall require submission and approval of a
supplemental corporate budget to cover the additional expenditures in line with the national
government decentralization policy.

The Department of Budget and Management authorized augmentation of funds or realignment
of savings within the expense class without the need of prior approval.

5. Cash and Cash Equivalents

This account consists of the following:

PARTICULARS 2021 2020
Cash on Hand | d 339764 | P 16,603.90
Cash in Bank 4,267,312.16 3,328,077.42
Total P 4,270,709.80 | P 3, 344,681.32

Cash on hand in the position of the cashier to be deposited the next day and the cash in bank
deposited at LBP-Tubod and LBP-Maigo.
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6. Receivables

This account can be broken down as follows:

PARTICULARS 2021 2020
Accounts Receivable P 139222358 | P 495,307.78
Allowance for Impairment- A/R (76,114.50) (76,114.50)
Total P 1,316,109.08 | P 419,193.28

Accounts Receivables are open receivables arising from services rendered to customers for
water sales and other incidental services. The concessionaires are categorized as
Residential, and Commercial. Other Receivables are from Contractor, Officers & employees.

The aging of receivables is detailed as follows:

Balance 181-360
ZONE ey 1-60 days | 61-180 days days Over 1 year
7 P
Kulasihan | 15,887.65| P 228.10| P 0.00 11,665.65 P 3,993.90
Muntay 49,182.06 3,971.25 6,585.55 13,433.21 25,192.05
Rebucon 8,734.30 2,075.05 4,945.75 877.50 836.00
Riverside
Highway 42,858.40 3,004.95 4,990.40 1,686.20 33,176.85
Riverside
Campo 38,202.57 693.80 34,577.37 0.00 2,931.40
Lower Austin 5,668.30 728.55 0.00 511.00 4,428.75
Upper Austin 12,147.37 2,057.67 1,079.25 0.00 9,010.45
Poblacion 12,931.65 1,572.90 920.45 595.90 9,842.40
Boroka 44,392.90 3,833.55 1,640.20 620.00 38,299.15
Merkado 24,346.10 1,654.80 9,757.40 1,980.45 10,953.45
Pastilan 31,968.43 702.08 16,018.70 8,562.80 6,684.85
Pantar 1,299.60 728.20 0.00 0.00 571.40
Upper
Tinagsa 13,493.20 3,441.35 2,755.15 6,383.30 913.40
Lower
Tinagsa 9,636.25 2,406.95 0.00 2,498.85 4,730.45
Baybay 35,220.85 1,820.70 5,038.05 9,134.30 19,227.80
Bliss Libertad 22,557.00 2,860.35 1,647.40 4,819.25 13,230.00
Lawis Libertad 36,084.79 2,837.95 23,259.39 526.50 9,460.95
Titunod 22,178.00 3,047.15 3,744.70 9,863.60 5,622.55
Bucana 11,730.75 3,045.05 0.00 1,404.65 7,281.05
Caromatan 29,186.05 161.30 5,340.00 19,054.50 4,630.25
Mukas 7,297.45 612.60 1,084.55 0.00 5,600.30
Total P 47500367/ P 4148430 P 123,384.31|P 93,617.66| P 216,517.40
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7. Inventories

This account consists of the following:

PARTICULARS

2021

2020

Inventory Held for Consumption

P  684,066.93

P 683,016.91

Inventories are stated at cost using the perpetual inventory method and/or the
moving/weighted average or simple average method required under existing CO regulations

(COA Circular 2005-001).

8. Property, Plant and Equipment

This account consists of the following:

Acquisition Cost

PARTICULARS 2021 ADDITIONS 2020
Land # 150,000.00 ~| ™ 150,000.00
Office Equipment 858,824.03 106,981.36 751,842.67
Furniture and Fixture 124,021.27 (31,040.10) 155,061.37
Machinery 1,953,007.89 336,020.40 1,616,987.49
Reservoir 354,781.25 354,781.25
Motor vehicle 175,900.00 - 175,900.00
DRRE 52,807.75 (22,989.00) 75,796.75
Water Supply System 17,091,212.68 35,500.00 17,055,712.68
Total P 606,019.75 P 20,336,082.21
Accumulated Depreciation
PARTICULARS 2021 ADDITIONS 2020

Land P 0.00 - P 0.00
Office Equipment 700,004.72 150,898.14 549,106.58
Furniture and Fixture 92,061.94 (3,550.58) 95,612.52
Machinery 777,277.99 425,218.41 352,059.58
Reservoir 354,781.25 199,100.37 155,680.88
Motor Vehicle 109,686.98 24,379.10 85,307.88
Water Supply System 11,625.58 5,466.45 8,391,454.49
DRRE 8,200,077.36 (191,377.13) 6,159.13
Total Accumulated

Depreciation P 10,245,515.82 610,134.76 | P 9,635,381.06
Net Book Value P 11,121,058.80 1,034,607.42 P 10,700,701.15

Infra Assets represent the project funded from LWUA received as regular loan and soft loan

and of the Management initiative.
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9. Other Assets

This account consists of the following:

PARTICULARS 2021 2020
Advance Rental (2) months P 20,000.00 P 20,000.00
LANECO guaranty deposit 98,924 .64 98,924 .64
Total P 118,924.64 P 118,924.64

Other Assets represent guaranty deposit to LANECO for transformer installed and 2 months

advance rental KOLWD office.
10. Financial Liabilities

This account consists of the following:

PARTICULARS 2021 2020
Accounts payable P 329,981.05 P 316,010.00
Bill/Bonds /Loans Payable 4,981,5652.15 5,604,614.15
Total P 5,311,533.20 P 5,920,624.15

Accounts Payable represents liabilities from suppliers and other payables which are due and

demandable within one year from reporting date.

Loans Payable-Domestic represents the first availed loan from LWUA for the finance projects

of the Water District.
11. Inter-Agency Payables

This account can be broken down as follows:

PARTICULARS 2021 2020
Due to BIR P (8,105.62) P (11,223.53)
Due to GSIS 63,122.30 71,349.70
Due to PAG-IBIG 21,5636.99 8,907.52
Due to PHILHEALTH (5,636.20) (5,885.63)
Total P 70,917.47 P 63,148.06
12. Trust Liabilities
This account consists of:
PARTICULARS 2021 2020
Leave Benefits Payable P 1,247,664.04 P 1,071,530.45

Leave Benefits Payable this trust fund is intended for the Terminal Leave Benefits of the

regular employees of Kolambugan Water District.

17




13. Other Payables

This account represents installment balance for COA audit services and for salaries and
wages of employees, unpaid mandatory remittances, and all other statutory obligations.

14. Equity

This account consists of the following:

PARTICULARS 2021 2020
Donated/Contributed Capital P 741,246.00 P 741,246.00
Retained Earnings 10,139,508.54 7,469,968.64
Total P 17,510,869.25 P 8,211,214.64

15. Service and Business Income
This account can be broken down as follows:
PARTICULARS 2021 2020
Water works system fees P12,514,126.73 P 10,935,064.12
Other Service Income 775,232.85 640,103.26
Fines and Penalties 270,263.68 233,861.75
Total P 13,559,623.26 P 11,809,029.13

As part of the Kolambugan Water District metering program, every concessionaire is installed
with a water meter to ensure an accurate reading of consumption. Considering the number of
connections and the depreciable life span of water meter its acquisition forms part of the

Kolambugan Water District capital expenditures.

The concessionaire shall pay the current replacement cost of the water meter in case of
damage, loss due to theft, negligence, or carelessness.

16. Personnel Services

This account can be broken down as follows:

PARTICULARS 2021 2020
Salaries and Wages Regular P 1,996,009.00 | P 2,548,483.00
Salaries contractual 611,666.55 536,956.25
Honoraria 156,262.00 127,212.00
Personnel Benefits Contribution 287,388.61 353,436.51
Other Compensation 1,477,675.79 1,286,240.06
Other Personnel Benefits - -
Total P 4,529,001.95| P 4,852,327.82

The District implemented the 2" Tranche per Executive Order No. 201 s. 2016.
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Total Personnel Services for the year 2020 is lower by 6% compared to last year. The
substantial decrease from previous year was attributed to the retirement of three (3) personnel
despite the increase of salaries of the employees and other bonuses of the District in the
implementation of 2™ trancehe per Executive Order No. 201 s., 2016.

Salaries and Wages regular account are salaries given to permanent employees. It represents
the employees’ earnings at a particular period. Salaries — contractual and job order account,
represents honorarium of watchmen and job order at a particular period. This is the gross
amount before deduction of taxes and other statutory and contractual obligations.

Payroll preparation is scheduled twice a month, 2 working days before the 15" and 30" day
of each month.

Other compensation includes allowances and other bonuses granted to employees during a
particular period. Personnel Benefits Contribution is statutory and contractual obligations. This
represents the government/employer counterpart. Honoraria represent the Bod per Diem of
the Board of Directors during BOD meeting twice a month.

17. Maintenance and Other Operating Expenses

This account consists of the following:

PARTICULARS 2021 2020

Travelling Expenses per diem £ 115,291.00 P 216,794.00
Training Expenses 27,700.00 30,000.00
Office Supplies 149,288.19 90,220.10
Accountable forms Expenses 131,379.50 130,494.88
Chemicals & Filtering Supplies Expense 81,432.00 52,349.60
Fuel, Oil and Lubricants Expense 45,807.00 89,817.03
Electricity Expense 2,590,937.07 1,892,824.20
Water Expense 3,629.75 -
Postage & deliveries / Courier Expense 3,287.00 4,175.00
Membership dues & Contributions to Organization 9,696.75 48,796.50
Telephone /Landline expenses 60,366.40 24,113.40
Cable, Satellite, Telegraph, & Radio Expenses 5,400.00 5,400.00
Rent / Lease Expense 170,700.00 198,275.00
Representation Expense 99,868.53 57,767.50
Transportation and delivery 65,980.00 54,001.48
Legal Services 11,130.00 8,500.00
Auditing Services 27,126.01 46,014.13
Awards and rewards B -
Taxes duties & licenses 199,474.45 187,668.02
Fidelity bond Premium 13,575.00 15,450.00
Extra-ordinary & Miscellaneous Expense 24,450.00 13,585.73
Insurance Expenses 7,095.39 -
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PARTICULARS 2021 2020
Other Maintenance operating expenses 143,649.76 94,331.00
Other PPE - -
Other Supplies & Materials Expense 756,713.42 666,743.73
Printing and Publication Expense 143,880.00 -
Internet Expense 53,541.33 46,674.99
Labor & Wages - 1,000.00
Repair and Maintenance 207,452.92 131,453.52
TOTAL OPERATING & MAINTENANGE P5ABISIAT| P 410644081

18. Financial Expenses

PARTICULARS 2021 2020
Bank Charges r 200.00 | P 200.00
Interest Expense 432,229.00 485,236.00
TOTAL FINANCIAL EXPENSE P 432,329.00 | P 485,436.00

19. Non-Cash Expenses:

This account consists of the following:

ACCOUNT 2021 2020
Depreciation o 610,134.76 | P 626,131.49

20. Events after Balance Sheet Date
Any post year-end events that provide additional information about the district's position at
balance sheet data (adjusting events) are reflected in the financial statements. Any post year-

end event that is not adjusting event is disclosed in the notes to financial statements, when
material.

21. Authority to Issue Financial Statements

The Financial Statements for the year ended December 31, 2021 were approved by the Acting
General Manager, Ma. Jaeva C. Quintas
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PART Il -

AUDIT OBSERVATIONS AND
RECOMMENDATIONS



AUDIT OBSERVATIONS AND RECOMMENDATIONS

a. Audit Qualifications / Financial Audit Observation

1. Non-Preparation of the Bank Reconciliation Statements (BRS) on time is
contrary to Section 74 of Presidential Decree (P.D.) No. 1445 and Chapter 21 of
Government Accounting Manual (GAM), Volume |, for National Government Agencies,
thus the accuracy and validity of the balance of Cash in Bank account at a given time
could not be relied upon.

Section 74 of Presidential Decree (P.D.) No. 1445 states that “At the close of each month,
depositories shall report to the agency head, in such form as he may direct, the condition of
the agency account standing on their books. The head of the agency shall see to it that a
reconciliation is made between the balance shown in the reports and the balance found in the
books of the agency.”

Likewise, Chapter 21 of the GAM Volume | provides that the monthly BRS shall be prepared
by the Chief Accountant/designated staff within ten days from receipt of the monthly Bank
Statement (BS) together with the paid checks, original copies of Debit Memoranda
(DM)/Credit Memoranda (CM) from the Government Servicing Bank. In turn, the Chief
accountant shall submit the BRS within twenty days after the receipt of the monthly Bank
Statement (BS) to the Head of the Agency and the COA Auditor, with all the supporting
documents and journal entry vouchers.

A bank reconciliation is the process of matching information regarding cash accounts from
accounting records to the corresponding information on bank statements. It needs to be done
regularly to identify discrepancies before they become problem. It is a very important tool for
internal control of cash flows.

The main objective of BRS is to check the correctness of both the bank’s and agency’s
records, serve as a deterrent to fraud, and enable the agency to take up charges and credits
recognized by the bank or agency but not yet known to the bank.

The Audit Team noted that the latest BRS submitted was for the month of December 2020 for
LBP-Tubod Account No. 0802-1047-90 and for the month of November 2020 for LBP-Maigo
Account No. 4382-1002-85.

Inquiry with the concerned official stated that she was not able to submit the BRS of the two
accounts maintained by the agency from January 2021 to December 2021. The reason is that
she just replaced the previous bookkeeper, and she was not informed that the submission of
the BRS is monthly.

As consequence of the non-preparation of BRS and non-submission to COA, errors

committed in both the bank and accounting records may not be corrected promptly and
discrepancies of balances between both records may pile up.
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Recommendation/s:

We recommended that the management demand and enforce from its accounting personnel
to prepare and submit the BRS not submitted; then submit future BRS within twenty days after
the receipt of the monthly Bank Statement (BS) to the COA Auditor.

Management Comment:

During the Exit Conference, they committed to submit the monthly BRS within twenty days
after the receipt of the monthly Bank Statement (BS).

2 Accounts Receivable amounting to P 475,003.67 per Accounting Records is not
fairly presented at its net receivable value as of December 31, 2021 due to inadequate
provision of Allowance for Impairment — Accounts Receivable by P 149,949.85,
resulting to overstatement of asset and income accounts, contrary to Philippine
Accounting Standards (PAS) 39 and COA Circular No. 2016-005 dated December 19,
2016.

Philippine Accounting Standards (PAS) 39 emphasizes that an entity is required to assess at
each balance sheet whether there is objective evidence of impairment as a result of one or
more events that occurred after the initial recognition of the asset. If any such evidence exists,
the entity is required to determine the amount of any impairment loss. The carrying amount of
the financial asset shall be reduced either directly or through the use of an allowance account.

Section 6.1 and 7.1 of the COA Circular No. 2016-005 dated December 19, 2016 provides
that:

6.1  “All government entities shall conduct regular monitoring and
analysis of receivable accounts to ensure that these are collected when these
become due and demandable xxx.”

7.1 “The Accountant shall: Conduct regular and periodic
verification, analysis, and validation of the existence of the receivables,
unliquidated cash advances, and fund transfers, and determine the concerned
debtors, accountable officers (Regular and Special Disbursing officers,
Collecting Officers, and Cashiers) and the source and implementing
government entities concerned.”

Section 10 of the Government Accounting Manual also states that:

"In case of Accounts Receivable, the Allowance for Impairment shall be
provided in an amount based on collectability of receivable balances and
evaluation of such factors as aging of accounts, collection experiences of the
agency, expected loss experiences and identified doubtful accounts.”

In the event that accounts receivables are proven to be no longer realizable, these accounts
may be written off, when warranted. Section 8.2 to 8.3 set out procedures in requesting for
write-off of accounts, to wit:

“The Head of the government entity shall file the request for authority to write-
off dormant receivable accounts, unliquidated cash advances, and fund
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transfers to the COA Audit Team Leader (ATL) and/or Supervising Auditor
(SA). No filing fee is required.

The request shall be supported by the following documents:

A. Schedule of dormant accounts by accountable officer/government
entity and by account, certified by the accountant and approved by the
Head of the government entity;

B. Certified relevant documents validating the existence of the conditions,
as applicable.”

Audit of the District’s Financial Position and Aging of Receivables as of December 31, 2021
disclosed that 3.80% of the Water Works System Fees amounting to P 12,514,126.73 were
comprised of Accounts Receivable. Further verification indicated that Accounts Receivable
aged over 1 year and above in the amount of P 226,064.35 accounted for 47.59% of the total
Accounts Receivable. Despite that, the account for Allowance for Impairment — Accounts
Receivable remained at only P 76,114.50 since CY 2016. The breakdown of receivables is as
follows:

Days/Years in Arrears
TOTAL 1-60 61-180 181-360 1-5 6-10 11-15 Tﬂfﬁs
DAYS DAYS DAYS YEARS | YEARS | YEARs | AN
S
ACTIVE | 158,545.46 | 36.480.90 | 81,140.71 | 3,960.55 | 33,632.35 5 3.330.95 -
INACTIVE | 316458.21 | 500340 | 42,243.60 | 46,477.81 | 165060.05 | 13237.90 | 31,123.70 | 13.311.75
TOTAL 475,003.67 | 41484.30 | 123,384.31 | 50,438.36 | 198,692.40 | 13237.00 | 3445465 | 13.311.75

Previous years’ track record showed that a significant amount of receivables aged more than
1 year and above made up the total amount of receivables in a certain year. To illustrate, as
of December 31, 2020, 47.68% of the receivables were aged more than 1 year and above,
while as of December 31, 2019, it was 58.52%. That leads to an average of 53.10% per year
of receivables which are aged more than 1 year and above. Current year allowance only
accounted for about 16.02% of the total receivables, hence the inadequate provision. The
total additional provision for Impairment of Accounts Receivable is computed in this manner:

Allowance for Impairment Losses — Accounts Receivable
Receivables — 1-5 years (INACTIVE Account only) P 165,060.05
Receivables — 6 - 10 YEARS 13,237.90
Receivables — 11-15 YEARS 34,454.65
Receivables —- MORE THAN 16 YEARS 13,311.75
Should be allowance for Impairment-Accounts Receivable 226,064.35
Current provision for Impairment of Accounts Receivable 76,114.50
Additional provision for Impairment of Accounts Receivable P 149,949.85 |

Furthermore, it is also noteworthy to consider that 66.62% of the outstanding accounts
receivable as of year-end pertains to INACTIVE accounts totaling P316,458.21. This means
that although only P 226,064.35 is aged more than 1 year, the probability of non-collection
may reach up to P316,458.21, to include 1 year and below receivables, depending on the
circumstances and the effort exerted in collection.
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Inquiry with the Corporate Accounts Analyst disclosed that the provision for Impairment of
Receivables was used since the previous Corporate Accounts Analyst’s time and she merely
followed it. She just assumed on her work in the mid 2020’s. Also, it was discovered that the
Management does not have a current policy in the determination of the amount that should
be considered as Allowance for Impairment — Accounts Receivable and no assessment was
conducted every reporting date.

Failure to assess Accounts Receivables regularly and periodically poses a risk of
misstatement in the financial statements as of reporting date. The receivables account may
be overstated than what may be actually realizable and income, in the same fashion, is also
reported more than what represents the true condition of the district. This steers the
management to make decisions based on unreliable information. This might lead them to be
less stringent in their controls and procedures because at first glance, they seem to be
performing well enough. But if financial statements are presented fairly and faithfully represent
what is true state of the district, management will take more appropriate actions to address
the issues at hand.

Recommendation/s:
We recommended the Management:

a. To review, send confirmations letters and examine all long overdue accounts
receivables and prepare adjusting journal entry reflecting appropriate Allowance for
Impairment - Accounts Receivables;

b. Through the Accountant, to conduct regular and periodic verification, analysis, and
validation of the existence of receivables;

c. To set up Allowance for Impairment — Accounts Receivables based on collectability
and evaluation of factors such as aging of accounts, collection experiences of the
agency, expected loss experiences and identified doubtful accounts; and

d. Upon identification of actual unrealizable receivables, to request for write-off of
accounts abiding COA Circular 2016-005 dated December 19, 2016 specifically on
items 8.2. To 8.3 in order to achieve fair presentation of financial statements.

Management Comment:

During the Exit Conference, the Corporate Accounts Analyst said that she is preparing the
adjusting journal entries reflecting the Allowance for Impairment — Accounts Receivable.

3. One-time cleansing of Property, Plant and Equipment (PPE) was not conducted
as provided for in COA Circular No. 2020-006 dated January 31, 2020 thus casting doubt
on the existence, completeness and valuation of the PPE accounts in the amount of
P11,121,058.80 in the Financial Statements as of December 31, 2021.

COA Circular No. 2020-006 dated January 31, 2020 provides the guidelines and procedures

in the conduct of physical count of property, plant and equipment (PPE), recognition of PPE
items found at station, and disposition for non-existing/missing PPE, items, for the one-time
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cleansing of PPE account balances of government agencies to establish PPE balances that
are verifiable as to existence, condition and accountability. Thus:

a. Each government agency shall conduct physical count of all its PPE, whether acquired
through purchase or donation, including those constructed by administration and found
at station (Section 5.1).

b. The Head of the Agency shall create an Inventory Committee composed of adequate
number of members to be able to complete the physical inventory in three months or
less. The Inventory Committee shall have at least one member each from the
Accounting and Property Divisions/Units of the agency (Section 5.2).

C. The members of the Inventory Committee shall be temporarily relieved of all their
regular duties to devote their full time in the conduct of the physical inventory taking
until, the same is completed (Section 5.3).

d. The entire inventory taking shall be witnessed by the Commission on Audit (COA)
Auditor. The Audit Team Leader and/or any of his/her audit team members may be
assigned for the purpose (Section 5.4).

e. The Inventory Committee shall be responsible for the actual count to ascertain the
existence, completeness and condition of all PPEs owned by the government agency
(Section 5.8).

f. In coordination with the Property Division/Unit, the Inventory Committee shall

plan/strategize on how to conduct and complete the physical inventory within the
prescribed period. It shall prepare a Physical Inventory Plan (PIP) containing, at the
least, the specific assignments/duties of the Committee members, the cut-off date and
a schedule specifying the dates and locations of the inventory taking activities from
start up to the targeted completion of the physical inventory (Section 5.9).

g. The Inventory Committee shall submit the approved PIP to the COA Audit Team at
least ten (10) calendar days before the scheduled start of inventory taking activities

(Section 5.11).

h. Property records shall be updated based on the results of the physical inventory and
reconciled with accounting records to come up with the reconciled balances of PPE
accounts to be considered as the correct balance of the agency’s PPE (Section 5.12).

Kolambugan Water District’'s property, plant and equipment constitute 67.02% percent of its
total assets with net carrying amount of P11,121,058.80 as of December 31, 2021. However,
validation on prior year's audit recommendation on the one-time cleansing of these assets
revealed that the KWD failed to complete its procedures of the physical counts, recognition of
PPE items found at station and disposition for non-existing, missing, and unserviceable PPE
items in compliance with the regulation. Hence, KWD was not able to come up with the
complete reconciled balances to be considered as the correct balances of the water district’s
PPE.

This observation was a reiteration of prior year's audit observation but not implemented by

the District. Upon inquiry with the Accounting Unit, it was revealed that though they conducted
a physical count of PPE on December 2021 but it was not for the one-time cleansing as
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required in the COA Circular No. 2020-006 and recommended by the previous Audit Team.
The said physical count conducted was just for the annual inventory count required for
reporting purposes and that there are still unserviceable and obsolete PPEs on the record but
not yet disposed of. The said physical count was also based on the records of the inventory
listing of the accounting unit and conducted by the Accounting Processor, Property Custodian
and a job order personnel.

Physical inventory taking is mandatory to prove the recorded PPE’s existence, completeness,
and valuation. Through this process the Inventory Committee will be able to determine the
real condition of the District’s properties. They will be able to determine the real condition of
the District's properties. They will be able to identify unserviceable and obsolete properties
before finally disposing the same. Moreover, properties that were already missing will be noted
to determine early on the person’s responsible. Only after the complete physical inventory-
taking of the District's reported PPE can one ascertain the correctness of its valuation.

In view of the failure of the District to comply with the guidelines and procedures in the conduct
of physical count of PPE for the one-time cleansing of PPE account balances of government
agencies, the existence, completeness and valuation of the PPE accounts in the Financial
Statements cannot be ascertained.

Recommendation/s:
We recommended the management to:

a. Immediately act and comply with the guidelines and procedures set forth by COA
Circular No. 2020-006 on inventory taking, recognition of those found at station and
disposition for non-existing/missing PPE items for the one-time cleansing of PPE
accounts to establish its balances.

b. If possible, hire an employee to assist in the performance of the inventory-taking,
bookkeeping, and accounting for the immediate implementation of the physical count.

Management Comment:

During the Exit Conference, the General Manager committed to accomplish the one-time
cleansing during the calendar year 2022.

B. Financial Statements

4, Non submission of some of the required year-end financial statements and other
related financial reports/schedules is contrary to COA Circular No. 2015-004 dated July
16, 2015, thus the accuracy and validity of the account balances could not be verified
that impeded the immediate verification of the transactions that may need further
analysis.

COA Circular No. 2015-004 prescribes for the guidelines and procedures on the submission
of Year-End Financial Statements and Other Financial Reports/Schedules of the GOCCs
starting FY 2014.

Section 3.1 states that the Chief Accountant/Head of Accounting Unit shall submit directly to
the Government Accountancy Office (GAO), GAS, and to the Supervising Auditor (SA)/Audit
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Team Leader (ATL) concerned, the following year-end financial statements and other related
financial reports/schedules in accordance with the existing format and in printed and digital
copies on or before February 14 of each year:

Pre-closing Trial Balance

Post-closing Trial Balance

Comparative Detailed Statement of Financial Position

Comparative Detailed Statement of Financial Performance

Comparative Statement of Changes in Equity

Comparative Statement of Cash Flows (Direct Method)

Notes to Financial Statements

Statement/Aging of Accounts Payable

Statement/Aging of Accounts Receivable

Breakdown of Domestic/Foreign Loans (indicate if guaranteed by the National
Government)

Schedule of Income Taxes Paid

Schedule of Dividends Paid

Schedule of Subsidies Received from National Government and other GOCCs
(if any)

Schedule of Fund Transfer from one agency to another agency/agencies and
its utilization

Summary of Discretionary, Representation, Extraordinary, Promotional,
Confidential and Consultancy Expenses

Roster of Membership of Governing Board

Statement of Management Responsibilities

Kolambugan Water District has submitted on time their Financial Statements, but is
incomplete. Only the Statement of Financial Position, Statement of Comprehensive Income,
Statement of Cash Flows and Notes to Financial Statements were submitted to the Audit
Team. It was noted that almost all of the required reports were lacking, such as:

oA WN=

© o~

11.

12.
13.

Pre-closing Trial Balance,

Post-closing Trial Balance,

Comparative Statement of Changes in Equity,

Statement/Aging of Accounts Payable,

Statement/Aging of Accounts Receivable,

Breakdown of Domestic/Foreign Loans (indicate if guaranteed by the National
Government),

Schedule of Income Taxes Paid,

Schedule of Dividends Paid,

Schedule of Subsidies Received from National Government and other GOCCs
(if any),

Schedule of Fund Transfer from one agency to another agency/agencies and
its utilization,

Summary of Discretionary, Representation, Extraordinary, Promotional,
Confidential and Consultancy Expenses,

Roster of Membership of Governing Board, and

Statement of Management Responsibilities
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Inquiry with the concerned official stated that she was not aware of the complete year-end
financial statements and other related financial reports/schedules in accordance with the
existing format. When she assumed her post on May 2020, there was no proper turn-over and
she was not informed the complete required reports to be submitted.

As a result of the non-submission of the required reports to COA impeded the immediate
verification of the transactions that may need further analysis. Furthermore, the required audit
of financial transactions and necessary audit decisions on the subject transactions as well as
the validation on the proprietary, validity and accuracy of the account balances recorded in
the books could not be immediately ascertained.

Recommendation/s:

We recommended that the management to demand and enforce from its accounting
personnel to prepare and submit the lacking required reports to the COA Audit team.

Management Comment:

During the Exit Conference, the management had submitted the lacking required reports to
the COA Audit team.

C. Other Audit Observations

5. The Agency failed to submit the Monthly Financial Reports within the
reglementary period prescribed in Section 100 and 122 of PD No. 1445 and COA
Circular No. 2009-006 dated September 15, 2009, thus, completeness and accuracy of
the account balances reported in the trial balance could not be determined.

Section 100 of Presidential Decree (PD) 1445, provides that, “Reports of Disbursing Officers
in a Government Agency — Disbursing Officers in any government agency, shall render
monthly reports of their transactions pursuant to regulation of the Commission to be submitted
not later than the fifth day of the ensuing month to the auditor concerned who shall conduct
the necessary examination and audit within thirty days from receipt thereof.”

Likewise, Section 122 of PD 1445 enunciates the duties and responsibilities of the agency
head, chief accountant, cashiers/disbursing officers, and other responsible officials in the
submission of monthly reports of their transactions and such other reports to the auditor
concerned who shall conduct the necessary examination within thirty days from receipt
thereof.

Moreover, Section 7.2 of COA Circular No.2009-006 dated September 15, 2009 states:

“7.2  Responsibility of the Agency Accountant

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;
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b) the financial records are made accessible at reasonable hours
to the Auditor or his duly authorized representatives when
needed.”

Furthermore Section 10, Chapter 6 of GAM for NGAs Vol. | provides that “xxx All checks
drawn whether released or unreleased shall be included in the RCI, which shall be prepared
daily by the Cashier. The RCI/RADAI together with the original copies of the supporting
documents shall be submitted to the Accounting Unit for the preparation of JEV. xxx”

Monitoring of the submission of financial reports for CY 2021 shows that the agency failed to
submit the following monthly financial reports within the prescribed period:

Financial Report Remarks
Trial Balances (TBs) None Submitted
Report of Checks Issued (RCI) None Submitted

Inquiry with the concerned official stated that she was not able to submit the monthly Trial
Balance and the monthly RCIs from January 2021 to December 2021. The reason is that she
just replaced the previous bookkeeper and she was not aware that the submission is monthly.

The delayed or non-submission thereof impeded the immediate verification of the transactions
that may need further analysis and validation to the source documents which still have to be
requested from the accounting office.

As a result, the required audit of financial transactions and necessary audit decisions on the
subject transactions as well as the validation on the proprietary, validity and accuracy of the
account balances recorded in the books could not be immediately ascertained.

Recommendation/s:

We recommended to the General Manager to require the Accounting Office to submit on
time and forward to the Audit Team the financial reports to facilitate the recording of the
transactions in the books of accounts.

Management Comment:

During the Exit Conference, the management committed to submit the Monthly Financial
Reports on time.

6. Power costs incurred in pumping stations amounting to P2,453,163.69 were
erroneously recorded as Electricity Expense (P2,448,843.69) and Fuel, Oil and
Lubricants Expenses (P4,320.00) in the Statement of Comprehensive Income instead
of Generation, Transmission and Distribution Expense, causing both expense
accounts misstated, contrary to COA Circular No. 2015-010 dated December 1, 2015.

COA Circular No. 2015-010 dated December 1, 2015 identifies the need to revise the existing
chart of accounts of government-owned and controlled corporations (GOCCs) to provide new
accounts for the adoption of the Philippine Public Sector Accounting Standards (PPSAS),
Philippine Financial Reporting Standards (PFRS), and Philippine Accounting Standards (PAS)
to enhance the accountability and transparency of the financial reports, and ensure
comparability of financial statements.
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In prescribing this new chart of accounts, the Commission on Audit (COA) acknowledges that
a uniform chart of accounts for government corporations is essential to align their reportorial

requirements with COA and other oversight bodies.

Annex A of the Circular explains in detail the account titles and codes to be used as well as
an exhaustive description of each account to guide accountants of government corporations

in determining which account a certain transaction should belong.
For comparison and better understanding, the following are elaborately described:

04 Utility Expenses

Account Title: Electricity Expenses

Account Number: 50204020

Normal Balance: Debit

Description: This account is used to recognize the cost of electricity

consumed in government operations/projects. This
account shall be closed to the Revenue/Income and
Expense Summary account.

09 Generation, Transmission and Distribution Expenses

Account Title: Generation, Transmission and Distribution Expenses
Account Number: 50209010

Normal Balance: Debit

Description: This account is used to recognize the costs of

generation, transmission and distribution of water,
electricity, information/communication, power, and other
related services intended for sale and/or redistribution.
This account shall be closed to the Revenue/income and
Expense Summary account.

Audit of the Kolambugan Water District’s expense accounts for CY 2021 revealed that the
electricity consumed by the pumping stations were erroneously recorded under the Electricity

Expense account with the following details:

ELECTRICITY EXPENSE
DATE of check PERIOD AUSTIN MAPIPT MUNTAY KULASIHAN
ts DT pRyIDt) RS puong shallow well | light house
deep well station 9

January 1, 2021 Nov 25, 2020 to
Dec 25, 2020 16,497.83 144,931.61 7,791.87 75.99

February 3, 2021 | Dec 25, 2020 to
Jan 25, 2021 23,195.93 156,725.44 11,222.07 75.99

March 4, 2021 Jan 25, 2021 to
Feb 25, 2021 26,374.95 168,919.80 13,111.46 75.99

April 5, 2021 Feb 25, 2021 to
Mar 25, 2021 22,092.85 153,188.66 1,697.44 75.99
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ELECTRICITY EXPENSE

; d‘;‘:‘:‘ff‘:;‘;':::“ PERIOD rfél:cs;:#s ;‘::n’:g'; MUNTAY | KULASIHAN
deep well station shallow well | light house

gy, 2021 r:rrzzé, L2110 | 364202  164,988.68 6,037.52 75.99
una 2, 2021 a‘;; 2;?5 ool 2179673|  164,208.80 6,466.61 75.99
July 1, 2029 n1122%‘€%€11to 21577.73 |  163,226.64 6,513.51 75.99
August 2, 2021 :;;gﬁiyzzsé‘ 2o | 2170066 |  157,807.05 6,181.34 75.99
September 1,2001 i‘:l'; gg 2021001 2295419 |  173,491.43 7,934.63 75.99
Pctaber4, 2021 ggg gg 2051 2272423 178,138.30 8,131.23 75.99
Movember.2, 2021 gifzzé'zr‘:]% 1 2423310| 17908246 7,824.39 75.99
HESmRerien2) | e o a0e1 0| 2631877 188,601.60 8,591.19 75.99
TOTAL 273,117.99 | 1,993,310.56 |  181,503.26 911.88
GRAND TOTAL P 2,448,843.69

Also, audit of fuel, oil and lubricants expense account revealed that the pumping stations in
relation to generation of water in times of power interruption consumed a total of 100 liters of
diesel fuel or P4,320.00.

Although these are electricity and fuel costs per se, the more appropriate classification for
them should be Generation, Transmission and Distribution Expenses because these are costs
of generating, transmitting, and distributing water intended for sale and/or redistribution while
Electricity Expense and Fuel, Oil and Lubricants Expenses accounts refer to those incurred
for use in government operations/projects.

Interview with the Corporate Accounts Analyst disclosed that it has already been their practice
to charge the power costs to the Electricity Expense Account even before her assumption and
that distinction of these accounts have not been paid particular attention.

Proper classification of expenses contributes to the fair presentation of the financial
statements at reporting date. The adoption of the Revised Chart of Accounts (RCA) further
simplifies accounting for government corporations, outlining in detail all possible account titles
applicable and their specific descriptions.

Not using the proper account classification poses a risk of interpreting financial data
inaccurately. The treatment of the pumping power costs as Electricity Expenses gives the
notion that administrative costs in the form of utility expenses are extremely high in Water
Districts. Whereas if the proper account Generation, Transmission and Distribution Expenses
is used, this will merely be considered as variable costs of selling and distributing water for
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public consumption and are matched with the revenue account, Waterworks System Fees, in
the period these are earned.

Recommendation/s:
We recommended to the management:

a. To direct the Accountant to prepare the necessary adjusting entries for the current
year’s erroneous recording of the electricity for the pumping stations to reclassify them
to their appropriate accounts as prior years’ journal entries have already been closed
to Accumulated Surplus/Deficit;

b. Through the Accountant, to prospectively record these transactions in the correct
expenses account classification to achieve a fair presentation of financial statements;
and

c. To comply with and implement the provisions of COA Circular No. 2015-010 dated
December 1, 2015 on the adoption of a Revised Chart of Accounts (RCA) for
Government Corporations, including Water Districts.

Management Comment:

During the Exit Conference, they had already complied the Audit Recommendations of the
COA.

D. Establishment of Water Safety Plan

& The agency did not take undertake preliminary actions on the development of a
Water Safety Plan (WSP) as required in LWUA Memorandum Circular No. 010-14 and
DOH Administrative Order No. 2014-0027, as a consequence, risks that threaten the
safe quality of drinking water and public health may not have been properly addressed
by appropriate control measure.

LWUA Memorandum Circular No. 010.14 provides that:

“The Department of Health (DOH) has issued on September 4, 2014,
Administrative Order (AO) No. 2014-0027 declaring the development and
implementation of Water Safety Plan (WSP) by all drinking-water service
providers as national policy for drinking-water quality management. In support
of the objectives of the DOH and in compliance with the AO, LWUA is Adopting
the 11-step process of the World Health Organization (WHO) as the main
guideline in developing WSP for all WD and RWSA; and directing all water
districts and RWSA to develop and implement WSP and comply with the
provisions of DOH AO No. 2014-0027."

Also, Item VI.A of DOH Administrative Order No. 2014-0027 dated September 4, 2014
provides the guidelines that “all drinking-water service providers shall develop water safety
plans for their water supply systems within three years after the issuance of this Order and
ensure its implementation after its approval.”
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Inquiry with Management revealed that the Agency did not undertake the initial steps in the
development of the Water Safety Plan (WSP) as required by the above stated provisions. And
there were no compensatory actions to insure the quality safety of the water provided.

The General Manager (GM) reasoned that they were not able to undertake the steps required
to develop the WSP as they do not know how to start the development of such plan. They
haven'’t undergone any training or seminar in relation to the preparation of such plan

Water supply system is vulnerable to contamination due to extreme weather events brought
by global warming and climate change and occurrences of disasters. These threaten the
safety quality of water, thus DOH in accordance with its mandate of being primarily
responsible for the formulation, planning, implementation and coordination of policies and
programs in the field of health, strongly supports the application of a risk management
approach, known as the Water Safety Plan, by all water service providers.

The WSP is a management tool that can be applied to all types of water systems to ensure
the safe quality of supplied water. The WSP uses comprehensive risk assessment and risk
management approach encompassing all steps in water supply from water source and public
health.

The WSP aims to prevent or minimize contamination of water source, remove contamination
thru treatment and prevent re-contamination during storage, distribution and handling of
drinking-water. The preparation and development of the WSP, together with the application
of the appropriate control measures, will properly address the risks that threaten the safe
quality of water and public health.

Recommendation/s:

We recommended to the management to immediately carry out the necessary steps in the
preparation and development of a Water Safety Plan as provided under DOH Administrative
Order No. 2014-0027.

Management Comment:

During the Exit Conference, the General Manager will find ways to familiarize the steps for the
preparation and submission of their Water Safety Plan.

E Septage Management Plan

8. The District was not able to implement a Septage Management Plan (SMP) as
required by RA 9275, Supreme Court mandamus of 2008, Section 5 of PD 198, as
amended, and Section 3.(i). | of Administrative Order No. 16 Series of 2019 depriving
its concessionaires of a sound wastewater treatment and disposal system.

Presidential Decree No. 198 date May 25, 1973, as amended by PD Nos. 789 and 1479, and
Republic Act. No. 9286, provides for the creation, operation, maintenance and expansion of
reliable and economically viable and sound water supply and wastewater disposal system for
population centers of the Philippines as a national policy of high priority.

Further, Sec. 5 of PD 198 provides that Local Water Districts may be formed with the following
purpose:
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a. Acquiring, installing, improving, maintaining and operating water supply
and distribution systems for domestic, industrial, municipal, and
agricultural uses for residents and lands within the boundaries of such

districts,

b. Providing, maintaining, and operating wastewater collection, treatment
and disposal facilities, and

c. Conducting such other functions and operations incidental to water

resource development, utilization and disposal within such districts, as
are necessary or incidental to said purpose. (emphasis added)

Republic Act 9275 also known as the “Philippine Clean Water Act of 2004,” approved on
March 22, 2004 provides for a comprehensive water quality management in line with the
State’s policy of economic growth in a manner consistent with the protection, preservation and
revival of the quality of our fresh, brackish and marine waters.

Section 8.6 of RA 9275 IRR provides that:

‘8.6 Role of Water Supply Utilities. In the case of HUCs, non-HUCs and
LGUs where water districts, water utilities and LGU water works have already
been constituted operational, the water supply utility provider shall be
responsible for the sewerage facilities and the main lines pursuant to P.D. No.
198 and other relevant laws. In areas where there are no existing facilities, the
LGUs, water districts or water utilities may adopt septage management
program or other sanitation alternatives.”

To monitor the compliance on the SC Mandamus, LWUA ordered the Local Water Districts
(LWDs) through MC No. 008.16 to submit a five year plan (2016-2020) to comply with the said
mandamus and that sanitation programs and facilities should be fully operational by
December 31, 2020.

To date, the Kolambugan Water District does not have its Septage Management Plan (SMP).

During the interview, the General Manager acknowledged that they do not have a Septage
Management Plan and they have not taken any preliminary actions on preparing the plan.
They further explained that they do not know how to start preparation of the plan as none of
the present employees of the District have attended a seminar related to the SMP.

Aside from being a requirement of law, the SMP will also act as a vehicle for communicating
about the resources, activities, and outcomes to program staff, development partners, or other
stakeholders. The SMP can also be an important tool in illustrating to the beneficiaries or
community what a project is meant to achieve.

The SMP underpins a strategic planning process and serves as a living management tool-
fostering ownership and consensus, guiding corrective actions, facilitating the coordination of
development efforts, charting the course for achieving a strategic objective, and ultimately
serving as key accountability tool for evaluation.

Further, non-compliance to these laws deprives its clients of a comprehensive water quality

management, including wastewater disposal system that is consistent with the protection,
preservation and revival of the quality of its fresh, brackish and marine waters. By failing to
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implement the SMP, waste water discharged by the different households and commercial
establishments may continue to leak and flow to our river systems and contaminate the water.

Recommendation/s:

We recommended to the management to prepare its Septage Management Plan (SMP)
providing for a strategic objective of the District, the courses of action to be undertaken with
its desired/expected outcomes and outputs, target timelines, accountabilities, means of
monitoring and evaluation, and key performance indicators, among other items, for an
effective and efficient implementation and monitoring.

Management Comment:

During the Exit Conference, the General Manager has expressed that they will initiate the
preparation of the SMP by benchmarking with the other Water Districts.

F. Gender and Development Fund

9. The reporting requirements of the accomplishments on the appropriated GAD
projects/programs/activities for the CY 2021 was not complied with, contrary to the
provisions of COA Circular No. 2014-001 dated March 18, 2014 and PCW-DILG-DBM-
NEDA Joint Memorandum Circular No. 2013-01, thus the implementation of the gender
and development programs could not be validated as well as the determination of
whether or not the amounts purposely budgeted were utilized for the purpose.

COA Circular No. 2014-001 emphasizes the responsibility of the audited agency which is to
“submit a copy of the Annual GAD Plan and Budget (GPB) to the COA Audit Team assigned
to the agency within five (5) working days from the receipt of the approved plan from the PCW
or their mother or central offices, as the case maybe. Likewise, a copy of the corresponding
Accomplishment Report shall be furnished the said Audit Team within five (5) working days
from the end of January of the preceding year”.

Furthermore, the PCW-DILG-DBM-NEDA Joint Memorandum Circular No. 2013-01 provides
the necessary guidelines and procedures for the formulation, development, submission,
implementation, monitoring and evaluation including accounting of results of the agency
annual GAD plans and budgets and GAD accomplishment reports. And also, the mechanics
for the development programs, activities and projects (PAPs) to respect, protect and fulfill the
rights of women at the socio-cultural, economic and political spheres were provided in the said
circular.

In the course of our audit for the Year 2021, it was noted that the agency failed to provide the
required reports on the GAD programs and activities that were implemented.

According to the concerned official, they were not able to submit the required reports due to
unfamiliarity of the requirements.

As a result, the budgeted plan and activities that were slated for the period and the utilization
of funds in accordance with such purpose as well as the accomplishment of objectives of the
GAD in promoting women’s economic empowerment could not be validated. Moreover, the
team could not review if there are monitoring processes, particularly in the formulation,
assessment and updating of the annual agency plan on the continuing basis so that GAD
consciousness can serve as the foundation of its commitments to the program and no specific
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GAD Focal Point who facilitates not only the preparation of agency GAD plan, catalyzes,
coordinates, provide directions but also monitors the implementation of programs/projects on
gender and development concerns of the agency.

Recommendations:
We recommended to the General Manager:

a. To require the GAD Focal Person to prepare the GAD Accomplishment Report and
submit the same within the deadline prescribed by PCW-DILG-DBM-NEDA Joint
Memorandum Circular No. 2013-01 and COA Circular 2014-001: and

b. To copy furnish the Office of the Audit Team Leader within five (5) working days from
the end of January of the preceding year as provided on the above cited rules and
regulations.

Management Comment:

During the Exit Conference, the management committed to comply the Audit
Recommendations for CY 2022.

G. Compliance with RA No. 656 or the Property Insurance Law

10. Insurable properties of the Agency, except for the Transportation Equipment,
were not covered with the appropriate property insurance with the Government Service
Insurance System (GSIS) as required in Republic Act (R.A.) No. 656 or Property
Insurance Law and COA Circular No. 2018-002 dated May 31, 2018 exposes the
District’'s PPEs to risk of loss without indemnification.

Republic Act (RA) No. 656, otherwise known as the Property Insurance Law, as amended by
Presidential Decree (PD) No. 245, requires all government agencies to insure against any
insurable risk their properties, assets, and interests with the General Insurance Fund (GIF),
as administered by the Government Service Insurance System (GSIS).

COA Circular No. 2018-002 dated May 31, 2018 provides that “heads of government agencies
shall direct the pertinent official under his/her supervision to:

a. Secure directly from the GSIS GIF, all insurances or bonds covering properties,
contracts, rights of action, and other insurable risks of their respective offices;

b. Prepare the Property Inventory Form (PIF) listing of all the insurable properties
and other assets, showing their latest appraised values/valuation, appraisal
date, location, and other information;

C. Extract from the Report on the Physical Count of Property, Plant and
Equipment, as well as from the Report on the Physical Count of Inventories,
prepared in accordance with the provisions of the Government Accounting
Manual, the data for the PIF pertaining to the insurable assets and interest of
the government (excluding impaired properties for disposal);
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d. Cause the appraisal of the insurable properties and other assets of their
respective offices. xxx;

e. Submit the consolidated PIF to the Supervising Auditor / Audit Team Leader
and the GIF, GSIS, not later than April 30 of each year;

f. Include in the agency annual budget the amount of premiums for the general
insurance covering all insurable properties and other assets and ensure its
payment to the GSIS; and

g. Endure centralized payment of insurance premiums of all assets/property,
whether located in the Central/Head Office (C/HO) or Regional/District Offices,
Branches and/or Operating Units (R/Dos/Bs/OUs) in order to avoid double
payment. xxx"

Verification of the District's PPE disclosed that insurable assets, such as machineries,
furniture and fixtures, equipment and other PPE except for the Transportation Equipment are
not insured with the GIF of the GSIS.

Upon query, it was revealed that the District has not yet insured the insurable assets with the
GSIS. It was only their motor vehicles that were insured as it is required when renewing the
registration of the said vehicles or the submission of Property Insurance Form to GSIS and
COA.

The District’s PPEs are at risk of loss without indemnification for any damage to, or loss of, its
properties due to fire, earthquake, storm, or other casualty.

Recommendation/s:

We recommended that Management shall insure all its insurable properties with the GSIS by
strictly following the guidelines provided in the COA Circular No. 2018-002 dated May 31,
2018.

Management Comment:

During the Exit Conference, the management will comply the Audit Recommendation and is
going to visit the GSIS office to ask for the forms for insuring their insurable properties.

H. Compliance with Tax laws, Rules, and Regulations

Kolambugan WD regularly remitted to the Bureau of Internal Revenue (BIR) taxes withheld
from compensations and VAT from purchased goods and services. For the period ended
December 31, 2021, taxes collected amounted to P210,633.85 from Suppliers and
P38,185.26 from compensation, for a total of P248,819.11.

1. Compliance with RA No. 8291 on Deduction of GSIS Premiums and Remittances
For the period ended December 31, 2021, Kolambugan WD deducted from its personnel a
total P179,480.97 GSIS premiums and remitted the same with GSIS as of year-end. On the

other hand, the total government share in the GSIS premiums of its officials and employees
amounting to P239,307.96 was also remitted as of December 31, 2021.
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J. 13. Status of Suspensions, Disallowances and Charges
Beginning Ending
Particulars Balance l:s::::;s sglgronze"n t Balance
(01/01/2021) (12/31/2021)
Notice of Suspension - - - -
Notice of
Disallowance P 0.00 29,125.00 29,125.00 P 0.00
Notice of Charge - - - -
Total P 0.00 29,125.00 29,125.00 P 0.00
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PART Il -

STATUS OF IMPLEMENTATION OF PRIOR
YEARS’ AUDIT RECOMMENDATIONS



STATUS OF IMPLEMENTATION OF PRIOR YEARS’ AUDIT RECOMMENDATIONS

We made a follow-up on the action taken by the District to implement the recommendations
of CYs 2020 and 2019 AAR and noted the following:

Status of Implementation No. of Recommendations
Fully Implemented 4
Partially Implemented 4
Not Implemented 1
< Audit Status of
Ref. Audit Obssrvations Recommendation(s) Implementation
AAR 2020 | Physical count of Property, | We recommended that the Partially
Finding | Plant and Equipment was not | District comply strictly with Implemented

No. 1 conducted as provided for in | Section 5 of COA Circular
Section 5 of COA Circular No. | No. 2020-006 in the | (Reiterated this CY
2020-006 thus placing the | conduct of inventory taking | Audit

amount of the fixed assets | for its PPE accounts. Recommendation)
account balances reflected in
the financial statements in the
amount of P10,347,924.09 is
of doubtful validity.

AAR 2020 | Physical Count of Inventory | We recommended that Partially
Finding |was not conducted as | physical count of inventory Implemented
No. 2 mandated by Section 13, | be conducted. Submit to

Volume 1 of the Government | the Office of the Auditor a
Accounting Manual and duly | copy of Report on the
reconciled with the Supplies | Physical Count of
Ledger Cards and Stock | Inventory, duly reconciled
Cards kept by the Accounting | with the Supply Ledger
Unit and the Property/Supply | Cards maintained by the
Unit respectively as provided | Accounting unit and Stock
by Section C, D and E, | Cards maintained by the
Appendix 66, Volume Il puts in | Property and Supply unit
doubt the validity of the | as provided by Sections C,
amount of Inventory as|D and E of Appendix 66,
reflected in the financial | Government Accounting
statements of in the amount of | Manual, Volume Il. The
P 683,016.91. Auditor or his/her
representative should be
present when physical
count of inventory is to be
conducted and therefore
notice should be given
beforehand when there is
such an activity.
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Ref.

Audit Observations

Audit
Recommendation(s)

Status of
Implementation

AAR 2020
Finding
No. 3

Payroll Disbursement
Vouchers (DVs) in the total
amount of P1,596,530.25
disclosed lack of supporting
documents or incomplete
documentation as required
under COA Circular No. 2012-
001 and in violation of Section
4 of PD 1445. The propriety of
the accounting entries made
could not be ascertained
because of the lack of
supporting data to establish
the validity of the accounts.

We recommended that the
accountant obtain and
update the list of
supporting documents for
payroll transactions and
ensure that these are
completely attached to the
disbursement  vouchers
upon processing.

Fully Implemented

AAR 2020
Finding
No. 4

Payment of Hazard Pay in the
amount of #26,250.00 is not in
conformity with Section 3.2 of
CSC MC No. 10, S. of 2020
dated May 7, 2020 as
amended by CSC MC No. 18,
S. of 2020 dated October 15,
2020 (Revised Interim
Guidelines for Alternative
Work Arrangements and
Support Mechanisms for
Workers in the Government
During the Period of State of
National Emergency Due to
COVID-19 Pandemic).

We recommended that the
District strictly adhere to
the provisions Section 3.2
of CSC MC No. 10, S. of
2020 dated May 7, 2020
as amended by CSC MC
No. 18, S. of 2020 dated
October 15, 2020 in the
grant of Hazard Pay during
the time of locally declared
ECQ.

Fully Implemented

(Notice of
Disallowance are
fully settled)

AAR 2020
Finding
No. 5

The District did not adhere to
Republic Act No. 656
(Property Insurance Law) to
insure their properties valuing
£10,033,918.19 thus
exposing District property to
unindemnifiable damage, loss
due to fire, earthquake, storm,
or other casualty brought by
fortuitous events and/or force
majeure.

We recommended that
adherence to Section 5 of
RA 656 to protects the
District  against  any
damage or loss properties
or assets and interests
due to fire, earthquake,
storm, or other fortuitous
events/casualty. Submit
yearly the Property
Inventory Form to the
Government Service
Insurance System and to
the Office of the
Supervising Auditor/Audit
Team Leader every 30"
day of April.

Partially
Implemented

(only Motor Vehicle
was insured and
reiterated this CY
Audit

Recommendation)

42




. . Audit Status of
Ref; Audit Obeervations Recommendation(s) Implementation
AAR 2020 | The Agency did not comply | We recommended that| Fully Implemented
Finding |with Section 4 of the | plans, programs, projects,
No. 6 Implementing Rules and | and other activities should
Regulations of Republic Act | be implemented to
10121 and Section 37 of the | address this need in
General Appropriations Act | compliance with Section 4
(GAA) for FY 2020 to|of the IRR of RA 10121
implement programs, projects, | and Section 37 of the FY
and activities to address the | 2020 General
adverse effects of climate | Appropriations Act.
change and disaster risk
reduction and mitigation.
AAR 2020 | Kolambugan Water District did | We recommended that Partially
Finding | not use gender statistics and | management: Implemented
No. 7 sex-disaggregated data and
the existing gender analysis | a. Prioritize gender | (Reiterated this CY
tools such as the Harmonized mainstreaming efforts | Audit
GAD Guidelines to determine in GAD planning and | Recommendation)
the extent of the gender- budgeting to be
responsiveness of its headed by its GAD
programs, activities, and Focal Point System by
projects in the prepared GAD using existing gender
Plan and Budget for calendar analysis tools such as
year 2020, thereby making the the HGDG in the
attribution of the GAD budget identification, design,
doubtful. implementation,
management, and
monitoring and
evaluation stages of
the various PAPs of
the District to
determine the extent of
their gender-
responsiveness and
amount to be
attributed to the GAD
budget;
If the district is not yet
trained on the use of
the tool, orthe GFPS is
not capacitated to
conduct such gender
analysis, it is
recommended to seek
the assistance of an
expert or make
representation through
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Ref.

Audit Observations

Audit
Recommendation(s)

Status of
Implementation

the Board of Directors
to request for training
and workshop from
accredited institutions.

Improve and develop

‘the existing GAD

Database or Sex-
Disaggregated Data
for proper utilization in

the planning,
budgeting,
programming, and

policy formulation of
the 5.District, as well
as proper charging of
the object of
expenditures on actual
accomplishments.

AAR 2020
Finding
No. 8

The Agency did not undertake
preliminary actions on the
development of a Water
Safety Plan as required in
LWUA Memorandum Circular
No. 01014 and DOH
Administrative = Order No.
2014-0027, therefore, risks
that threaten the safe quality
of drinking water and public
health may not have been
properly addressed by
appropriate control measures.

We recommended that
Management carry out the
necessary steps in the
preparation and
development of a Water
Safety Plan this CY 2020
as provided under DOH
Administrative Order No.
2014-0027.

Not Implemented

(Reiterated this CY
Audit
Recommendation)

AAR 2020
Finding
No. 9

Delayed/non-submission  of
copies of Contracts/Purchase
Orders in violation Section 3 of
COA Circular No. 2009-001
precluded the auditorial and
technical review of the
procurement transactions and
prompt detection/correction of
possible deficiencies.

We recommend that
management furnish the
Auditor
purchase
contract documents not
later than five (5) working
days after the perfection of
contracts/purchase orders
together with duly
accomplished supporting
documents for technical
review and evaluation in
compliance with COA
Circular No. 2009-001.

copy of the
orders and

Fully Implemented




