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Republic of the Philippines
COMMISSION ON AUDIT

OFFICE OF THE ITEGIONAL DIRECTOR
Regional Office XII

Cotabato City
Teleplrone No. (064) 421-1973, Telefax No. (064) 421-1701

June 3,2014

Engr. SOLITO T. TORCUATOR
General Manager
Polomolok Water District
Polomolok, South Cotabato

Sir:
8

We are pleased to transmit the Annual Audit Report on the audit of the accounts and
operations of the Polomolok Water District, Polomolok, South Cotabato for the year ended
December 31, 2013, in compliance with Article IX-D of the Philippine Constitution and
pertinent provisions of Section 43 of Presidential Decree No. 1445.

The audit was made to ascertain the propriety of financial transactions, compliance of
the agency with laws, rules and regulations and the fairness of presentation of the financial
statements. Furthermore, the audit was conducted in accordance with Philippine Public Sector
Standards on Auditing. We believe that our audit provides a reasonable basis for our opinion.

The report consists of the Independent Auditor's Report, the audited Financial
Statements, the Observations and Recommendations, the Status of Implementation of Prior
Year's Audit Recommendations and the Annexes. The audit observations and
recommendations were discussed with concerned management officials and staff, whose
comments are incorporated in the report, where appropriate.

Some of the significant audit findings and recommendations are summarized below; to

The uncertainty in the collection of long overdue receivables from concessionaires
amounting to P14,159,681.27 ranging from l year to more than one year
misrepresented the real valuation of agency's cument asset as of yearend.

We recommended and management agreed to (a) intensify the collections of these

accounts; (b) set-up a record of individual accounts receivable wherein which
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recovery or collectability is no longer probable and (c) for accounts whose
collectability is already nil. request for write-offto the Commission on Audit as per
Section 19 ol the Rules and Regulations of Settlement of Accounts and Rule VI,
Section 4 of the 2009 Revised Rules of Procedures of the COA, as amended by
COA Resolution No. 2012-001 dated March 22.2012.

2. Management's assertion on ownership for three (3) Purnp Stations and Reservoir
cannot be established due to the absence ofa Torens Title drawn in its favor over
the land where these stations were constructed rvhich is not in accordance with
Section 49, Article I I of the GAAM and may result to risk of losses on the part of
the govemment. Moreover, the recording of these land overstated the Property,
Plant and Equipment (Land) account by P410,031.78.

We recommended and management agreed to give preferential attention on the
titling of lands and secue other documents evidencing its ownership to prevent
possible losses of government property. Exert extra effort to secure the needed
documents required to facilitate transler ofownership

3. The Polomolok Water District contributed and remitted an excess HDMF (Pag-
IBIG) premium contributions of employer's share totaling P240,739.16
representing the 2Y, of the January 2 to December 3l ,2013 contrary to Section 7 of
Republic Act No. 9679 Home Development Fund Law of2009.

We recommended and management agreed to strictly follow the maximum ceiling
of Five Thousand Pesos (5,000.00) monthly to be used in the computation ol'
employer share as provided under Section 7 of RA 9679, otherwise known as the
HDMF Fund Law of2009, unless amended.

4. The FYI 2013 Budget of the agency was not in accordance with DBM Corporatc
Budget Memorandum No. 33 dated December 29, 2011 and without due
consideration to PDP, FYs 2011-2016 which resulted to a weak linkage between
development planning & budgeting as indicated by the absence of (a) data and
report statistics against performance targets; (b) efficient and value for money in
spending its resources to fulfill the President's Social Contract and focus on the 5

Key Results Areas (KRA) as laid out in Executive Order (E.O.) No. 43, s.201 1; (c)
Programs/Activities/Projects (PAPs) with coresponding budget estimates to align
with their Major Final Outputs (MFOs).

We recommend and management agreed to prepare its FY 2014 Budget on the basis
of DBM CBC No. 34 dated December 28, 2012 or the policy guidelines &
procedures in the preparation and submission of the FY 2014 Budget Proposals to
strengthen the linkage between development planning and budgeting and for the
COA to be able to monitor and evaluate the accuracy of agency's reported
performance against its approved targets with due consideration to the efficient



implementation of PAPs that are aligned with MFOs, KI{As and sector outcomes in
the PDP Results matrices.

We request that the observations and recommendations contained in the report be fully
addressed, and we would appreciate being informed of the actions taken in this regard within
thirty (30) days from receipt hereof using the attached Agency Action Plan and Status of
Implementation (AAPSI) Form.

We acknowledge the cooperation extended to our Auditors by the officials and
employees of the agency.

Very truly yours,

By Authority of the Chairperson

Copy Furnished:

The Board of Directors
Polomolok Water Dishict
Polomolok, South Cotabato

J()
c\.

2. The Vice.President
7ft Floor, PNB Financial Center
Pres. Diosdado MAcapagal Boulevard
Pasay City 1300

3. The Senate President
GSIS Bldg., Financial Center
Roxas Boulevard, Pasay City

4. The Chairman
Senate F'inance Committee
GSIS Bldg., Financial Center
Roxas Boulevard, Pasay City

I

dlt*
ATTY.,6USAN P. DONALVO

/ Director lY &/Regional Director

,



5. The Speaker of the House
House of Representatives

Quezon City 1126

6 The Administrator
Local Water Utilities Administration
MWSS-LWUA Complex
Katipunan Ave., Balarq Quezon City

7 The Director
National Library of the Philippines,
T.M. Kalaw St., Ermita, Manila,
Philippines. I 000 P.O. Box 2926

8 The UP Law Center
Bocobo Hall, UP Law Complex
University of the Philippines Diliman,
Quezon City, Philippines
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R enrrhlic of'the Philinnines^'^"-rr^"-*
COMMTSSTON ON AUDIT

Water Districts Audit Group - Tearn 6
Polomolok Water District

Polomolok, Province of South Cotabato
e-mail Address carmentalob@yahoo.com

Anril 15 ).O14- -r_-- - - , '- - '

Tha floainnol rliranfnng^ ,lr !g}vl

Commission on Audit
Regional Office No. XII
Cotabato City

Through: The Supervising Auditor
Water Districts Audit Group

Madam:

In compliance with Section 2, Article D(-D of the Constitution of the
Fhilippines and Secti<rn 43 of thc Goverruncnt Auciiting Code oi thc Fhiiippincs
(PD 1445), we conducted a financial and compliance audit on the Polornolok
Water District, Polomolok, South Cotabato for the year ended December 31,
2013.

We conducted the audit to determine the faimess of presentation of the
financial statements and the propriety of financial transactions.

'l'he attached report consists of the Audrted Financral Staternents,
Observations and Recommendations, which were discussed with management
officials and staffduring the exit conference conducted last April 15,2014, and
the Status of Implernentation of Prior Years' Audit Recommendations.

The uncertainty in the collection of long overdue receivables from
concessionaires amounting to P14.lM ranging frorn I year to more than one year

misrepresented the real valuation of agency's cunent assets as of yearend; and the
recording of the land on which the three (3) pumping stations are located,

ownership of which cannot be established due to the absence of proof of
ownership, overstated the account by P0.4M.

a
a

a
I

a
a
a



Except for the effects of the matters discussed in the preceding paragraph,
there is reason to believe that the financial statements are free of rnaterial
misstatement/s and were prepared in accordance with applicable laws, rules and
regulations and in conformity with generally accepted state accounting system
and principles.

We conducted the audit in accordance r,vith generally accepted state
auditing standards and we believe that it provides reasonable basis for the results
of audit.

We acknowledge the assistance/cooperation extended by the agency to the
audit team thereby facilitating the prornpt submission of this report.

Very truly yours,

CARMENCITA EDEN C. TALOB
State Auditor IV

Audit Team Leader

fl.:
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EXECU'TIVI, SUMMARY

introduction

The Polomolok Water District lvas established through Sangguniang Bayan
Resolution No. 63 dated October 9, 1980 of the Sangguniang Bayan of the
Municipality of Polomolok, Province of South Cotabato with Presidential Decree
No. 198, as amended, as the enabling law to the creation of the water districts. On
June 9, 1981, the District was issued the Conditional Certificate of Conformance
by the Local Water Utilities Administration (LWUA).

'rL^ *^-I^+^^ ^f +L^ n:^+-:^+ ^-^l llv rll4ll(lattvJ t l lllu t-./rJllrvl aarv

a) To acquire, install, improve maintain and operate water supply and

distribution systems for domestic, industrial, municipal and

agricultural uses for residents and lands within the boundaries of the
district;

b) To provide, maintain and operate waste water coilection treatment anci

disposal facilities; and

c) To conduct such other functions and operations incidental to water
resource development, utilizatiotl and disposai witliin the ,iistrict, as

are necessary or incidental to said purpose.

Financial Highiights

Assets

Liabilities

Government F,nrrifu

2013

P i40,9J3,J17.25

76,745,004.45

64 lRR 77) 80' 'r" -r- ' -' - -

2012

P 1J0,756,659.03

80,552,277.61

50 ?04 181 4?-'r--'r'-'"-



Sources and Application of Funds

Cash Inflows from Operating
Activities
Cash Outflows from Operating
Activities
Cash Provided by Operating
Activities
Cash Inflows from lnvesting
Activites
Cash Outflows from Investing
Activites
Cash Provided by Investing
Activites
Cash Inflows From Financing
Activities
Cash Outflows From Financing
Activities
Cash Provided by Financing
Activities
Total Cash Provided by Operating,
Investing and Financing Activites
Add: Cash Balance, January 1

Cash Balance End, December 31

?gu

79,188,239.90 72,343,459.92

46.6t3.t57.46

2s.730.302.46

194,367.13

s2.018.45t.37

27.169.788.s3

186,603.26

5.412.177.52 12.505 .703.s8

(s.22s.s74,2O ,12.3fi .336.4s\

0.00 0.00

3.347.748.08 14.538.186.00

(13.347.748.08.) (14.538.186.00)

Lotz

8,596,466.19
10.408.189.83

(1,1r9,219,99)
1t.527.409.82

19.004.656.02 10.408.189.83

Scope of Audit
A financial and compliance audit was conducted on the accounts and

operations of the Polomolok Water District for the year 2013. The audit
consisted of verification, reconciliation, analysis of accounts, inspections and such
other procedures considered necessary. The audit was aimed at ascertaining the
propriety of disbursements, the reliability of financial reports and agency's
compliance with government accounting and auditing rules and regulations.

Auditor's Report
The Auditor rendered a qualified opinion on the fairness of the presentation

of the hnancial statements due to the uncertainty in the collection of long overdue
receivables from concessionaires amounting to P14.lM ranging frorn 1 year to
more than one year which misrepresented the real valuation of agency's current
assets as of yearend; and the overstatement of the land account by P0.4M due to
the absence of proof of ownership.

ll
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Observations and Recommendations

1. The FY 2013 Budget of the agency was not in accordance with DBM
Corporate Budget Memo N0. 33 dated Dec. 29,2011 and without due
consideration to PDP, Fys 20ll-2016 which resulted to a weak linkage
between development planning & budgeting as indicated by the absence of (a)
data and report statistics against performance targets; b) efficient and value for
money in spending its resoutces to fulfill the President's Social Contract and
focus on the 5 Key Results Areas (KRAs) as laid out in Executive Order
(E.O ) No.43, s.2011; (c) Programs/Activities/Projects (PAPs) with
corresponding budget estimates to align with their Major Final Outputs
(MFos).

We recommended and management agreed to prepare its FY 2014 Budget on
the basis of DBM CBC No. 34 dated Dec. 28, 2012 or the Policy guidelines &
procedures in the preparation and submission of the FY 2014 Budget
Proposals to strengthen the linkage between development planning and
budgeting and for the COA to be able to monitor and evaluate the accuracy of
agency's reported performance against its approved targets with due
consideration to the efficient implementation of PAPs that are aligned with
MFOs, KRAs and sector outcomes in the PDP Results matrices.

2. Management's assertion on ownership for three (3) Pump stations and
Reservoir cannot be established due to the absence of a Torrens Title drawn in
its favor over the land where these stations were constructed which is not in
accordance with Sec. 49 Article 11 of the GAAM and may result to risk of
losses on the part of the government. Moreover, recording of these lands
overstated the Property, Plant and Equiprnent (Land) account by P410,031.78.

We recommended and management agreed to give preferential attention on
the titling of iancis and secure other ciocunents eviciencing its ownership to
prevent possible losses of government property. Also, exert extra effort to
secure the needed documents required to facilitate transfer of ownership.

3. The Polomolok Water District contributed and remitted an excess HDMF
(Pag-IBIG) premium contributions of employer's share totali ng P240,7 39 .16
representing the 2o/o of the employees' salary for the period January 2 to
December 31, 2013 contrary to Section 7 of Republic Act No. 9679 Home
Development Fund Law of 2009.

We recommended and they agreed that the General Manager should instruct
those in charge of the payroll preparation and those in charge for the
computation of mandatory deductions to properly compute the Pag-IBIG
premiums at P100.00 for employer's share per employee.

We recommended to strictly follow the maximun ceiling of Five Thousand
Pesos (P5,000.00) monthly to be used in the computation of ernployer share as

-ffiI
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provided under Section 7 of RA 9679, othei-wise kno'*ii as the IIDI"{F Fund
Law of 2009, unless amended.

4. The uncertainty in the collection of long overdue receivables from
coticessioitait'cs atttounting io PI4,i59,681.2i ranging irorii 1 ycar to nrure
than one year misrepresented the real valuation of agency's current assets as
ofyearend.

We recommencieci and managernent agreeci to (a) intensiiy the coiiections of
these accounts; (b) set-up a record of individual accounts receivable wherein
which recovery or collectability is no longer probable and (c) for accounts
whose collectability is already nil, request for wite-off to the Commission
On Audit as per Section 19 ot the ltules anci Regulations of Settlement of
Accounts and Rule VI, Section 4 of the 2009 Revised Rules of Procedures of
the COA, as amended by COA Resolution No. 2012-001 dated March 22,
20t2.

5. Lapses in adopting sound internal control procedures and practices in the
management of inventories established opportunities for losses of government
property due to the agency's t-ailure to establish adequate storeroom facilities
and set-up clearly defined policies on segregation of duties handling its
inventories.

We recommended and management agreed to install a sound internal control
system on the management of its inventories to eliminate material
misstatements of accounting informatioq ensure appropriate segregation of
duties and adequate provisions for safeguarding assets.

6, The format of E-OR issued by management thru cornputerized systern on
Billing & collection does not conform with the minimum data content as

required under COA Circular No. 2013-076 dated September 18, 2013 or the
Guidelines for the use of E-ORs to acknowledge collection of income and

other receipts of government.

We recommended and management agreed to comply with the requirements
set fbrth in Pa-ra-sranh 3 of COA Circular No. 2013-076 da.ted Septernber 18.'-^ -'o- -'r-- - - - r'- ----
2013.

Staus of Suspensions, Disallowances and Charges

As of December 31,2013, the disallowance amounted to P 3,845,075.30

and still unrecorded in the books pending decision on its Petition for Certiorari.

The said amount was per COA Decision No. 2012-222 dated November

26, 2012 affirming the disallowances but said total amount is "subject to

IV
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lit

review/rtnalization by COA Regional Office No.XII due to the aggregate
disallowed amount of P j,845,075.30 indicated in tlrc appealed COA Region XII
Decision No. 09-05 dffirs from the contbined annunt of P1,701,410.96 of the
{nt,r 'l\.1{'\r no n .JilTo*o,.^n n{ D1 I r2 AA,t 2,t l)^1,i^.', ^{ tl-^ ,.^^^..)^ ^t tl"^ ^.juiir iyuJ, ur u uujereiic€ aJ rz,t+J,oo+.J+. i<eviet'i aJ iiie recoras aj ItTe case

showed that the amount of Pj,845,075.i0 was sourced from the three Audit
Observation Memoranda ond tlrc Audit Query issued by the ATL of PWD atxd tlrc
then RCD, then Cluster III-Public Uilities, CGS, C.OA ROXIP.

No Notices of Disallowance, Suspension nor Charges were issued for CY
20t3.

Implementation of Gender and Development (GAI))

Actual GAD budget is P500,000.00 or .73o/o of the required 5% of
agency's total appropriations, while expenditures totaled P80,244.93 or
equivalent to 16% of the total GAD budget since management prioritized
implementation of projects on repair, maintenance and expansion of its water
facilities.

Compliance with Tax Laws and Regulations

The District withholds and remits applicable taxes imposed under the
National lnternal Revenue Code. Total tax remittances for the year was
P3,769,918.97.

Implementation of Prior Years' Audit Recommendations

Of the twelve (12) audit recommendations embodied in the 2012 arnual
audit report, eight (8) were fully implemented, and four (4) still on going
implementation.

Prior to the 2012 annual audit report, the three (3,1 remaining audit
recommendations were fully implemented.
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Rcpublic of thc Philippincs
COMMISSION ON AUDIT
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INDEPEI\DENT AUDITOR'S REPORT

The Board of Directors
Polomolok Water District
Polomolok, South Cotabato

We have audited the accompanying financial statements of Polomolok Water District as

at December 31, 2013, which comprise the balance sheet, statement of income and expenses,
nlnla.-ar* ^f ^^-L fl^..,^ ^-,t 6+^la.-6n+ ^f ^L^-^-^ :- -^,,:k, f^- +L- ,,^^- +L-- ^-,1-,I ^-,t ^Jroivlllur! ul vqJu uu vr J, @u Jrarvluwlra ul wrrol6lt ur wqurlJ lvl urw J wq tlrwll vrluwu, sllu s

summary of significant accounting policies and other explanatory infonnation.

Management's Respons ib ility for the Financial Statenten ts

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with state accounting principles, and for such internal control as

management detennines is necessary to enable the preparation of financial staternents that arc

free from material misstatement, whether due to fraud or emor.

Auditor's Responsib ility

Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with Philippine Public Sector Stan<iarcis on
Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidertce about the amounts

and disclosures in the {inancial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of rnaterial misstatement of the financial
statements, whether due to fraud or error. ln making those risk assessments. the auditor
considers internal control relevant to the entity's preparation and fail presentation of the
furancial statements in order to design audit procedures that are appropriate in the

circumstances, but not for the purpose of expressing an opinion on tlte effectiveness of the

entity's internal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estiurates rnade by management, as well as

evaluating the overall presentation of the financial statements.

-rffi

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

Bosis for Quali/ied Opinion

The turcertainty in the collection of long overdue receivables from
concessionaires amounting to P14.1M ranging from l year to more than one year
misrepresented the real valuation of agency's current assets as of yearend; and the
recording of the land on which the three (3) pumping stations are located, ownership of
which cannot be established due to the absence of proof of ownership, overstated the
account by P0.4M.

Auditor's Opinion

In our opinion, except for the effects of the matters described in the Basis for Qualified
Opinion paragrap[ the financial statements present fairly, in all material respects, the financial
position of the Polomolok Water District as at Decernber 3l, 2013, and its financial
perfonnance and its cash flows for the year then ended in accordance with state accounting
principies,

By:

COMMISSION ON AUDIT

9a-'-
IVIary Ca$erine R. Factora

State Auditor V
Supervising Auditor

April 11,2014



Republic of tl-re Philippine:;

POLOMOLOK WATER DISTR|CT (PWD)

National Highway, Polomolok. Sorrl lr rotahato

STATEMENT OF MANAGEMENT'S RESPONSIBILITY FOR FINANCIAL

STATEMENTS

Ttre ivlanagerrtent oI Polorrtr..riuk Waier District is resporrsibie for ali irr[orrrratir-xt arrd

representations contained in the financial statements for the year ended December 3L,

2013. The financial statements have been prepared in conformity with applicable laws and

rprrrrlatinns and sene!'a!!,-, accenter-{ accnrrntinq n!'incinles annlied nn a ronsistent basts ar-rd''"'b ts'

reflect anrounts that are based on the tlest estimal.es and informed judgment of

ma nagement with appropriate consideration for materia lity.

ln this regard, management nraintains a system of accounting and reporting which

provides for the necessary interest controls to ensure tl'rat the transactions are properly

authorized and recorded, assets are safegirarded against unauthorized use of disposition

arrd liabilities are recognized.

l*r/
MARLENE C. CAGATA

Division ivlanager - Finance

ENGR. S T

Gerr al a rr48el

ATOR



POTOMOLOK WATER DISTRICT

B/\LANCE SHEET

As of December 31, 2013
(With Comparative Figures for CY 20721

December 31

2013 ZOIZ
ASSETS

Current Assets

Cash (Note 3/
Receivables ( Net- N ote 4)

lnventories (Note 5)

Prepavments (Note 6)

Other Current Assets (Note 7)

19,004,656.02

18,579,364.05

3,352,437.56

500,669.43

227,565.L6

10,408,199.93

L9,437,359.79

3,425,665,64

380,852.64

227,565.76

P 41,664,692.22 P 33,979,633.06

NON-CURRENT ASSETS {Note 8}

Property and Equipment (Net of Depn)

Publlc lnfrastructure (Net of Depn)

Reforestation (Net of Depn)

construction in Progress

Other Assets(Net of Depn)

18,600,242.93

77,376,079.44

7t,t45.OO

2,oBL,63L.39

1,199,586.37

t9,662,497.37
75,674,729.46

77,L45.O0

L,468,654.74

TOTAL ASSETS

99,259,695.03
P 140,933,177.25

96,877,025.97
P 130,756,559.03

Current Llahilltles lNote 9l
Payable Accounts

lnter Agency Payable

Other Current Liability Accounts

LL,488,534.77 9,006,500.82

i Aa- Fni 6-
2TUut,TJuu.OA

ti t66 ?-i qal,lt'loqr,rt+.1 I

65,256,469.68 71,545,776.79

Equrw
Government Equity (Note 71)

Retalned Earnlngs (Note 12)

50,204,387.42

13,983,99L.38

4',J,,977,707.86

9,226,673.56

64,188,372.80 50,2O4,181.42

TOTAr L|ABTLTT|ES AND EqUrW
Qoo Arrnmnnnvinn 

^tOtes 
tO FinAnCie! StAtements-rr . t-ev,,tt'e.trt'.9 ..t

P 140,933,377,25 P 130,756,659.03

1

LIABILITIES AND EQUITY

Long-term Liabillties
Loans Payable - Domestic (Note 70) 65,256,469.68 71,545,776.79



POLOMOLOK WATER DISTRICT

STATEMENT OF INCOME AND EXPENSES

For the Year Ended December 31, 2013
(With Comparalive Figures for CY 2012)

December 31.

2013 20t2
lncomc lNotp 111

lnspection Fees

Other Service lncome

lncome from Waterworks System

Fines and Penalties - Business lncorne

Miscellaneous lncome

P 113,300.00 .

1,315,349,00'

7L,552,t94.27
2,133,295.01

264,753.74

89,650.00

1,093,475.10

64,781.,595.45
) nL1 AR) Rn

265,829.54

P

75,379,992.O2 68,278,232.89

Operatlng Expenses

Personal Servlces

Salaries and Wages

Other Compensation (Note 74)

Personnel Benefits and Contributions (Note 15/

Other Personnel Benefits (Note 16)

16,818,312.1.9 -

7,430,959.90

2,605,699.11

3,722,zOL.87

16,174,249.4O

7,443,176.86

2,477,924.A9

2,993,429.99

30,577,172.96 29,O88,720.94

Malntenance and Other Operatlng Expenses

Traveling Expenses

Training Expenses

Supplies and Material Expenses (Note 77)

Utility Expenses

Communication Expenses (Note i8)
Membership Dues

Awards and lndemnities
Advertising Expenses

Printing and Binding Expenses

Rent Expenses

Representation Expenses

Subscription Expenses

Professional servlces (ruote u)
Repair and Maintenance (Note 20)

Subsidies and Donations

Extraordinary and Miscellaneous Expenses

Taxes, lnsurance Premuims and Other Fees

Non-Cash Expenses (Note 27)

GAD & Discounts on Sr, Citizen & Amnesty Programs

Bad Debts Expenses

+'16,qxl( 122,396.60

265,649.00

53,030.9353,913.88 -
256,826.351 519,645.96

12,685.00 \ ,.r. .; 6r, 13,479.00

L,O69,723.74 1.,L67,428.O8

2,785,766.79 z 2,L13,496.37

80,940.94- 38,045.49

1.6,758.00- " 37,056.00

L,678,786.53, L,393,442.35

6,829,057.18- 6,817,125.76

422,909.34 - 8L3,747.6A

596,240.7L

659,754.7i-r -
778,138.15!r 

-

2,386,759.L5-
6,375,094.98 -

313,530.O2---

, 546,886.68

'300,137.00
2,111,655.35

5,093,943.18

336,099.13

57,829.2528,232,001

1,500.00 
I

161,683.75 
I

247,053.0U

24,159,112.51 22,390,734.84

Total Operatlng Expenses -54,7?6,285,47 51,479,455.t8

lncome from Operatlons 20,642,606.55 L6,798,777.7L

Other !ncome and Exoenses

lnterest lncome
Financial Expenses (Note 17,o58,44O.s7l'

184,678.82 194,367.73

17,857,590.74],

Net lncome
22)

13,768,844.4O
2
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DECEMBER 31

2013 20L2
Cash Flow from Operating Activlties

Cash lnflows

Service lncome
Business lncome
Permits and Licenses

Other lncome
Other Receipts

P 74,468,378.25 P

2,853,712.20

67,616,484.53

2,230,606.18

1,866,L49.45 2,496,369.27
TotalCash lnflows p 79,199,239.90 P 72,343,459.92

1itil

1,Ii

1iil
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Cash Outflows

Personal Services

Maintenance and Other Operating Expenses

Purchase of I nventories

Prepayments, Deposits and Deferred Charges

Other Disbursements

26,3L7,O37.28

LO,481,374.92

3,830,845,55

567,436.38

L0,821,757.34

27,554,509.60

14,983,368.97

4,O75,278.99
TotalCash Outflows 52,018,451.37 46,613,757.46

Net Cash from Operatlng Actlvltles P 27,t6g,7gg,SX P 25,730,302.46

Caeh Elawc fram lnwaclino Actlwitlac
'D . .--r. rr.--

Cash lnflows

Sale of Property, Plant and Equipment
Sale of lnvestments
lnterest and Dividends 186.603.26 794.367.13

TotalCash lnflows P 186,603.26 P 194,367.13

Cash Outflows

lnvestments

Purchase/Acquisition of Property, Plant and Equipment
Grant of Loans

? i4a 41a ?^ 4^ ?A?
)r+Llrtt t .JL Lt rJVJrtU),aO

TotalCash Outflows 5,4L2,777.52 12,505,703.58

Net Cash from lnvestlng Activltles P 15,225,574,261 P 1L2,3Lt,336.45)

Cash Flow from Financing Activities
Cash lnflows

Acquisition of Loan

0thers

TotatCash lnflows

- lltll
Cash Outtlows

Loan Amortization
Financial Expenses

Others

7,175,686.0+,
5,833,022.10-i

339,039.94

6,680,595,26

7,857,590.74

Total Cash Outflows P 73,347,748.08 P 14,538,186,00
ffil1 Net Cash from Flnanclng and Cash Actlvitler 1t3,347,748.081 {14,538,186.00)

Net lncrease in Cash Equivalents for the Period 8,596,466.19 (1,119,219.99)

- l,tll
Cash and Cash uivalents at of Period .83 27 82

Cash and Cash Equlvalents at End of Perlod P 19,004,655.02 P 10,408,189.83
3

- nill

POLOMOTOK WATER DISTRICT

STATEMENT OF CASH FLOWS

For the Year Ended December 31,20t3
(With Comparative Figures for CY 2012)
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POLOMOLOK WATER DISTRICT

STATEMENT OF CHANGES IN EQUIW

As of December 31, 20L3
(With Comparative Figures for CY 201.2)

December 31

2013 zoL2

1;Hl
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Jiill
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GOVERNMENT EQUITY

Balance beginning of period

RETAINED EARNINGS

Prior Period Adjustments
Changes during the period

Net lncome (Loss) for the period

Balance at the end of the period

TOTAL EqUtW >>>

P 50,204,38L.42 P 41,977,707.86

215,146.98 (1,077,380.54)

168,500.00

9,135,554.1013,768,844.40

P 13,983,991.38 P 8,226,673.56

P 64,188,372.80 P 50,204,381.42

4
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Notes to Consolidated Financial Statements
(With Comporative Figures for CY 2012)

J.. AiJEIYLI PKt,FILE

L.L The Polomolok Water District (PWD) was established thru Sanguniang Bayan

Resolution No. 63 dated October 9, 1980 of the Sanguniang Bayan of the
Municipality of Polomolok, province of South Cotabato with Presidential Decree No.
L98, as amended, as the enabling law to the creation of water district. On June 9,

1981., the District was issued the Conditional Certificate of Conformance (CCC No.
153) by the Local Water Utilities Administration (LWUA). The Mandates of the
District are:

system for domestic, industrial, municipal and agricultural uses for residents and

lands within the boundaries of the districU

facilities; and

development, utilization and disposal within the district, as are necessary or
incidental to said purpose.

1.2 All monies belonging to the District were deposited to the authorized depository
bank. The income of the district were disposed of according to the following
priorities:

current operating expenses.

reserve for debt service and operating and maintenance, to be used for such
purposes only during period of calamities, force majeure or unforeseen events.

improvement of its physical facilities.

1.3 The powers, privileges and duties of the District are exercised and performed by and

through the Board of Directors, as the policy-making body composed of the
following:

Chairman
Vice Chairman

Engr. Andresito J. Degilla

Engr. Alex C. Macabacyao

5



Members Erlinda H. Desullan
lsnrael G. Verallo, Sr.

Algenib T. Aguirre, CPA

L.3.1 The Board of Trustees is authorized to appropriate out of any funds of the
District, such amounts as it may deem necessary for the operational and
other expenses of the District including the purchase of necessary
equipment.

L.3.2 The Local Water Utilities Administration (LWUA) extends project-related
assistance to the District in the form of loan assistance.

2, SUMMARY OI SIGNIFICANT ACCOUNTING POTICIES

2.L Basis of Preparation

Z.L.L The financial statements have been prepared with the generally accepted
accounting principles and standards and reflect amount that are based on
best estimates and informed judgment of management with an appropriate
consideration of materialitv.

2.t.2 The District uses the chart of accounts under the New Government
Accounting System in recording its transactions.

2.2 AccountingPolicies

2.2.L The District uses the accrual basis of accounting. Revenues are recorded
during the period in which the services are given/rendered and expenses are

recorded at the times there are incurred.

2,2.2 Receivables on trade are recorded at net realizable value. An allowance for
doubtfut account is set-up to provide for estimated loss due to non-collection
of accounts from customers on past experiences.

2.2.3 Supplies purchased for inventory are recorded using the Perpetual lnventory
System and the cost of issued items and ending balance is computed using

the Moving Average Method.

2.2.4 Property and Equipment are carried at cost less accumulated depreciation.
The straight-line method of depreciation is followed. The depreciation
expenses are computed on the month following the purchase date.

6
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2.2.5 Constructions in Progress are valued followirig tlie Construction Period
Theory.

2.2.6 Serviceable assets which are no ionger useci are ciassifieci to "Other Assets"
account and not subject to depreciation.

2.?.7 Payable accounts are recognized and recorded in the books of accounts at
the time goods are accepted, services rendered and when supplier/creditor
bills are required.

3, CASH

This account includes cash on hand of undeposited collection of collecting officers,
unliquidated petty cash fund and others (change fund-P2,000), and cash deposits in
banks. The details are:

4. RECEIVABLES

This consists of:

Cash - Collecting Officers 211,306.10 1,L5,64t.2L

Others 2,000.00 2,000.00

Cash in Bank - Current Account 8,525,380.38 2,473,24O.t6

Cash in Bank - Savings Account 4,541,533.07 3,8L5,248.25

Cash in Bank - Tlme Deposit Account 5,724,436.47 4,062,060.2t

Total >>> 19,004,656.02 10,408,189.83

Accounts Receivable 17,464,838.03 78,602,t49.O2

Due from NGAs 4,045.50 4,045.50

Due from LGU 4,735.35 7,997.12

Others 1,701,985.28 L,4L9,408.26

Total 19,175,604.16 20,033,599.90

Less: Allowance for Doubtful Accounts 596,240.!L 596,240.t\

Net Reallzable Value >>> 18,579,364.05 !9,437,159.79

7
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rendered to customers from water sak:s and incidental services.

motor plan; education and personal calls.

materials' loan accounts.

5. INVENTORIES

This consists of:

Other Supplies lnventory includes cost of service connection and distribution lines
materials on hand at the end of the year. Construction Materials lnventory are the turned-
over materials from project implementation on hand at the end of the year.

T DDEDA\,I,.IENTG'v. a alLa nrttalttaJ

This represents payment of insurance premiums to insurable properties of the District
and others (advances to contractor and other prepaid expenses). This amounted to P

500,669.43 and P 380,852.64 as of December 31, 2U13 and 2012 respectiveiy.

B

Accountable Forms 10,495.30 40,606.48

Office Supplies t12,705.46 102,363.80

Medical, Dental & Laboratory Supplies

Gasoline, Oil & Lubricants L13,929.56 88,715.39

Other Supplies 2,O83,212.52 L,993,448.49

Spare Parts 35,042,76 36,268.93

Construction Materials 997,051.96 1,163,817.63

Drugs & Mediclne 444.92

Total >>> 3,352,437.56 3,425,655,64

'!;!
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7. OTHER CURRENTASSETS (OTHERS)

This account includes plant materials, chlorine borrowed by other Water District to be
replaced the same or in kind; including Guaranty Deposit. This amounted to p 227,565.L6
and P 227,565.LG as of December 3L, 20i.3 and ZOLZ, respectively.

8. NON.CURRENT ASSETS
I rM ''a

This account consists of:

PROPERTY AND EqUIPMENT 'v)\v

41,1>t' 5}o'1

l1[, 7,{5 ']\L l-)

'?A\?)

I c1 , ht r, , 
r-l) .rr

9

Land o\ , 716,584.51 71.6,584.51

Electrification, Power & Energy Structures 353,616.3L 353,616.31

Office Building . I0,598,746.36- 10,598,746,36

Other Structures ' r,24L,63s.s7 1,072,483.57

Leasehold lmprovements, Buildings 53,432.38 53,432.38

Office Equipment h riL6,734.47- 7,1.62,334.47I

Furniture & Fixtures 860,539.82 780,079.82
j

lT Equipment & Software h, 4,z6g,zgL.so- 3,763,053.08

Machineries , 1,050,000.00 1.,050,000.00

Firefighting Equipment & Accessories tt 815,610.34 815,610.34

i - 84,000.00 84,000.00Medical, Dental & Laboratory Equipment

Communication Equipment 640,132.80dr 640,132.80

Sports Equipment ' 26,333.50- 26,333.50

, 7,149,857.66. 7,2L2,357.66Motor Vehicles

3,544,058.14 3,278,5O8.t4Other Property, Plant & Equipment

31,607,272.94Total 32,720,57O.36

14,120,327.53 11,944,775.57Less: Accumulated Depreciation

19,662,497.3718,600,242.83Net Book Value >>>

,. -'a rj



PUBLIC INFRASTRUCTURE

REFORESTATION

CONSTRUCTION IN PROGRESS

OTHER ASSETS

Artesian Wells, Res., Pumping Station 37,999,469.89 36,725,402.89

Waterways, Aqueducts, Seawall 87,256,242.88 82,253,579.67

Total >>> 125,245,712.77 118,979,992.56

Less: Accumulated Depreciation 47,929,633.33 43,304,253.7O

Net Book Value >>> . 77,316,079.44 75,674,729.46

Reforestation - Upland 71,L45.00 77,745.O0

Less : Accumulated Depreciation

Net Book Value >>> 7,,,1,45.OO 71,145.00

Artesian Wells, Res., Pumping Station

Waterways, Aqueducts, Seawall 2,030,763.74

Other Public lnfrastructure 50,868.25

Other Public lnfrastructure - Building

Net Book Value >>> 2,081,631.39

Unserviceable Properties 584,758.62 584,758.62

Water Meters

614,827.75 883,895.52Items in Transit

Less: Accumulated Depreciation

1,199,586,37 t,468,654.t4Net Book Value >>>
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This comprises the following:

10. LOANS PAYABLE (DOMESTTC)

This consists of loans availed from LWUA & Al Amanah Bank for the different water

system projects with remaining balance of P 65,256,469.68 as of December 31, 2013.

11. GOVERNMENT EQUITY

This includes the grants and donated capital for the water system in Polomolok which

were turned over by the Municipal Government of Polomolok to Polomolok Water District and

subsiciies totaiin g P3,7 47,648.44.

L2, RETAINED EARNINGS

Retained Earnings consists of the accumulated earnings or losses and prior period

adjustments for the year.

Accounts Payable 4,375,541.50 1,533,193.99

Due to Officers & Employees 5,420,035.01 5,658,470.77

Due to BIR 3L5,671.11 262,249.64

Due to GSIS 476,322.64 4L3,793.64

Due to Pag-ibig 19t,229.77 194,383.58

Due to Philhealth 36,520.48 35,845.48

Due to NGAS 6,399.22 6,399.22

Guaranty Deposit 14,580.00 38L,1t7.26
Performa nce/Bidders Bond 406,563.25 339,556.40

Other Payable 181,555.85245,67L.79

Total >>> 11,488,534,77 9,006,500.82

11-
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The Polomolok Water District (PWD) derives its income from Water Works System,
lnspection fees, Reconnection fees, Service Connection Charges / Application Fees, penalty

Charges and Miscellaneous lncome.

L4. OTHER COMPENSATION

This account is broken down as:

lnspection Fee 1,13,300.00 89,650.00
Other Service lncome 1,3L5,349.00 1,093,475.10

lncome from Waterworks system 7t,557-,L94.27 64,78L,595.45
Fines & Penalties - Business lncome 2,t33,295.OL 2,047,682.80

Miscellaneous lncome 264,753.74 265,829.54
lnterest lncome 184,678.82 194,367.t3
Total >>> 75,563,570.94 68,472,600.02

Personnel Economic Relief (PERA) L,8O7,074.79 1,833,488.03
Representation & Transportation
Allowance (RATA 679,927.6L 518,000.00

Productivity I ncentive Allowance 152,000.00 156,000.00

Clothing / Uniform Allowance 380,000.00 390,000.00

Other Bonuses & Allowance 2,323,229.94 2,520,819.15

Overtime & Night Pay 327,496.68 300,938.15

Cash Gift 380,000.00 385,500.00

Year End Bonus L,38t,230.78 1,338,371.53

Total >>> 7,430,959.80 7,443,116,86

12
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i5. PERSONiTIEL BENEFITS & CONTRIBUTIOI\15

The breakdown of this account is:

15. OTHER PERSONAL BENEFITS

This expense is broken down as:

L7. SUPPTIES & MATERIATS EXPENSES

This expense account is composed of:

fll
1ifll

liHl
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Life & Retirement lnsurance 1,988,034.96 1,886,383.52

Pag-i blg Contributions 331,339.15 3L4,397.24

Philhealth Contributions 195,725.00 185,637.50

ECC Contributions 90,600.00 91,505.83

Total >>> 2,605,699.11 2,477,924.09

Terminal Leave Benefits 938,113.82 L,327,7L7.O7

Provident Fund Benefits 994,0t7.48 963,4L2.92

Other Personnel Benefit 1,060,000.00 702,300.00

Other Personnel Benefit - CNA Civilian 730,070.57

Total >>> 1,722,201.87 2,993,429.99

Office Supplies 265,662.95 3L0,675.05

Accountable Forms 60,593.18 2,800.45

Drugs & Medicines 7,027.92 994,70

Medical & Laboratory Supplies

Gasoline, Oil & Lubricants 991,,928.02 359,641.38 -
I

Gasoline, Oil & Lubricants - Pumping 598,099.51

Fuel, Oil & Lubricants 24,062.80 974,495.76)

463,049.01Other Supplies 445,383.77

Total >>> 2,386,758.15 2,111,656.35

13
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18. COTfi iJI UN ICAT|ON EXPENSE

This expense account is broken down as:

19. PROFESSIONAL SERVICES

This expense account is broken down as:

20, REPAIR & MAINTENACE EXPENSES

This expense account consists of:

-Hl

-IilI
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Postage & Deliveries 4,273.0O 5,1.06.00
Telephone - Landline L07,641.47 775,254.79
Telephone - Mobile t43,248.30 164,026.67
I nternet 54,123.00 51,711.68
Cable & Satellite 4,244.25

Total >>> 313,530.02 336,099.13

LegalServices 55,000.00 15L,435.00

Auditing Services 69,449.01,

GeneralServices 348,648.38 279,800.89

Security Services 666,075.36 666,743.L8

Other Professional Services

Total L,069,723.74 1,167,428.08

RM - Power & Energy Structures 7O,72'1,.60 L05,366.68

RM - Office Building L49,760.78 74,698.95

RM - Office Equipment 3,595.00 \6,296.6A

RM-Furniture&Fixture 2,150.00 5,495.80

RM - lT Equipment & Software 86,128.15 41,006.07

RM - Machineries 29,960.33 35,309.00

RM - Communication Equipment 9,265.00 29,520.50

RM - Med. Dental& Lab. Equipt. 9,146.50 790.00

RM - Other Machineries & Equipt. 19,851.89 41,110.00

RM - Laboratory Equipment

RM - Motor Vehicles 380,649.67 288,614.55

RM - Other Property & Equlpment 1L7,603.00 25,336.69

16,887.98RM - Artesian Wells 23,113.55

t4
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RM - Waterways & Aqueduct 1,198,682.87 1,236,381.55

RM - Reforestation - Upland 685,138.45 196,682.00

Total 2,785,766.79 2,!13,496.37

2L, DEPRECIATION EXPENSES

This consists of:

Depreciation - Electrification, Power
Enery 3L,825.44 30,550.44

Depreciation - Office Building 317,855.93 85,023.48

Depreciation - Other Structure 44,O25.84 56,524.7t

Depreciation - Leasehold lmprovement

Depreciation - Office Equipment 134,996.53 133,100.49

Depreciation - Furniture & Fixtures 74,284.r2 55,848.49

467,256.75Depreciation - lT Equipment 376,9t2.19

Depreciation - Machineries 94,500.00 94,500.00

99,548.88
Depreciation - Communication
Equipment 45,004.38

Depreciation - Firefighting Equipment 55,325.88 48,860.92

7,560.00 7,560.00
Depreciation - Medical, Dental & Lab

Equipt.

2,370.00 2,855.87Depreciation - Sports Equipment

634,819.19Depreciation - Motor Vehicles 560,922.00

Depreciation - Others 458,094.64 5,094,676.54

Depreciation - Artesian Wells, Res. 1,040,153.71

Depreciation - Waterways, Aqueducts 3,585,226.52

6,811,125,76Total 6,929,057.18

22. FINANCIAT EXPENSES

This account represents interest expenses charged on loans to Local Water Utilities

Administration (LWUA) accumulated to P 7,058,440.97.

23, OTHER RECEIPTS

These inflor^rs from operatinB activities represent ccllecticns of perfornnance

bidders/other receivables, water meter, refund of excess cash advances and receipts of fines

and penalties for illegal connections.

15
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PART II - OBSERVATIONS AI\[D RI,COMMtrM)ATIONS

l. The FY 2013 Budget of the agency was not in accordarrce with DBM
Corporate Budget Memorandum No. 33 tlated Decemller 29r 20ll and,
without due consideration to the Philippine Development Plan (lrDP),
FYs 2011-2016 which resultetl to a weak linkage between developnrent
planning and budgeting as indicated by the absence of (a) data and
reports statistics against performance targets; (b) efficient and value for
money in spending its resources to fulfil the President's Social Contract
and focus on the 5 Key Results Areas (KRAs) as laid out in Bxecutive
Order (8.O.) No. 43n s. 2011; (c) Programs/Activities/ Projects (IlAPs)
with corresponding budget estimates to align rvith their Major Final
Outputs (MFOs).

DBM Corporate Budget Memorandum No. 33 dated December 29,
2011 provides for the Policy Guidelines and Procedures in the Preparation and
submission of budget proposal for FY 2013.

Paragraph 6.0 of the same Circular states that

"6.0 SaBMISSION RESaTREMENTS AND TIMETABLE

6.1 All the budget forms prescribed under Arurcx A shall be

occomplished by all GOCCs/GFIs in accordance witlt tlte general
guidelines above mentioned and specific guidelines indicated in each

form.
Xxx
6.3 The FY 201 3 proposal portiott/colwnn of the FY 201i Budget

Proposal under this Budget Memorandum shall already be considered
as the GOCC/GFI COB of the said year whiclt .shall obserrye the
guidelines prescribed under Corporate Budget Circular No. 20 dated
April 27, 2005. The GOCC/GFI shall subnrit a revised or supplentental
FY 2013 COB in case of a ntodified national governnrcnt support under
the General Appropriations Act or availability of additiorrul .funds in
accordance with this Memorandum.

6.4 Amounts indicated in tlte FY 2011 colunm and previous yeors
of the prescribed Forms slnuld be consistent with the available Annual
COA Audited Financial Statements.

6.5 The GOCCs'/GFIs' budget proposals slrull include tlrc

following:
a) Approval of the Governing Board through a duly certified
Board Resolution;
b) Letter of endorsement by the head of GOCC/GFI;

16
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c) Highlights of the /bllow*irtg:
_Tbust/Priorities;
_Outputs; and,

_Systent of Delivery (i.e., explicitly anplaining "how" tlrc
Pi,L'Ps slruii be implurneniud lu uchieve turgeted
outputs/outcome);
d) Five (5) completesets of properly accomplislred Budget
Forms; and,
e) Five (5) copies eac:h of the FY 2010 anci FY 2Ai i
Accompl is hment/ Antrual Reports. "

The above-cited DBM Corporate Budget Memorandum prirnarily airns
to strengthen the linkage between developrnent planning and budgeting and
increase the likelihood of accomplishing development goals by considering
the resource requirements of key agencies as reflected in the PDP for FYs
20ll-2016; improve public accountability and to nmnage for results,
especially by helping govemment agencies use the budget for delivering
direct, immediate, and substantial benefrts to all Filipinos, especially the poor
and vulnerable groups.

Correspondingly, the FY 2013 Budget shall uphold the fiscal policy
framework of fiscal consolidation and the priority thrusts of the PDP,201l-
^t\1t ^-- l -l--li f^^--- ^-- L1-- .C.--- /<\ l---- -----lr ^-^^- ltltr A -\ -f .l-^ T)-^-:J^-^tr-zulu allu sllall ruuuJ ull ulg rlv9 \J/ Kcy ltrsurr altrils \\M\s,, ur ultr rrtrSlutrrr[ )
Social Contract with the Filipino People as laid out in Executive Order (E.O )
No. 43, s. 201L The KRAs include:

. Transparent, accountable, and participatory governance;

. Poverty reduction and empowerment of the poor and vulnerable;

. Rapid, inclusive, and sustained economic growth;

. Just and lasting peace and the rule of law: and

. lntegrity of the environment and climate change adaptation and

mitigation

An IvtrO is a good or sei-vice tliat a departiiient/agenc), is inan'iated to
deliver to extemal clients tkough the implementation of programs, activities

and projects (PAPs) and answer the question -Wlrut outputs are we providing

to external clients to achieve our mondote?

The budget proposals of GOCCs must show that PAPs and

corresponding budget estimates are aligned with their MFOs and with the

KRAs under Executive Order 43 to ensure greater efficiency and value for

money in spending government resources.
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All government Departrnents/agencies are responsible for the
implernentation of PAPs that irre aligned r,vith MFOs, I(RAs, and sector
outcomes in the PDP Results Matrices. They are also tasked to establish
results-based monitoring and rr:porting systems to review and report their
pro$ess using MFO performance indicatols and targets indicated in their
approved budget, Government managers thus need to develop corporate
strategies and corresponding incticators to measure internal outputs that will
drive perfonnance in MFO delivr:ry.

Results are monitored and evaluated in the GOP through the Official
Development Assistance Portfolio Revierv, the Budget Perlonnance Review,
the Results Matrices monitoring, the Strategic Perfornance Management
System (SPMS), and COA reports. Annex A summarizes the tunction of
oversight and implementing agencies and their role in results monitoring.

In the verification of the approved Budget for FY 2013 of the PWD,
we found out that its preparation was not in accordance with DBM Corporate
Budget Memorandum No. 33 dated December 29, 2011 and without due
consideration to the Philippine Development Plan (PDP), FYs 20Il-2016
which resulted to a weak linkage between development planning and
budgeting as indicated by the absence of (a) data and reports statistics against
performance targets ; (b) efliciency and value for money in spending its
resources to fulfil the President's Social Contract and focus on the 5 Key
Results Areas (KRAs) as laid out in Executive Order (E.O.) No. 43, s. 201l;
(c) Programs/Activities/ Projects (PAPs) with corresponding budget estimates
to align with their Major Final Outputs (MFOs).

The approved FY 2013 Budget w&s a mere compilation of the
Agency's Annual Procurement Plan (APP) together with the supporting
PPMPs of each Division.

The PDP Results Matrices with Goverrunent's Five major
guideposts/I(RAs are shown in Annex B. As indicated in the Matrix, the

Local Water Districts (LWDs) shall implement PAPs aligned with its MFOs
geared towards Sector Outcome 5b or Access to social goods and irnproved

services. Its intermediate sector outcomes shall be aligned towards quality,

adequacy and accessibility of infrastructure facilities and services enhanced

with the following indicators (Annex C):

o Millennium Development Goal (MDG)- Target: lncrease the proportion

of pooulation with access to potable water (Levels L & ll)
o MDG Target : Eliminate the number of waterless area

o lncrease the percentage of households with level lll (lndividual

Household) connection
o lncrease the percentage of households with 24/7 serttice

(Concessionaires, WDs, small scale independent providers)
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o Reduce rlori-revenue water (t'iRVfi - by type uf V/ater Service Provider
(Concessionaires, WDs, small scale independent providers)

o Lessen the gap between denrand and supply
o On sanitation, sewerage, septage:

{ MDG Target: lncrease percentage of population with access to
basic sanitation (i.e. sanitary toilets, washing areas, etc)

{ lncrease percentage of households in Highly urbanized cities
(HUCs) connected to the sewerape svsteml' '- --,

/ lncrease percentage of households covered by septage
management system

I\t^-^-^-^-+ ^--.*t^j-^.{ r'L^+ +1.- t'1---^- +^ T),.J-^+ ^f 1;\/ an11 .-,^^rvrauaB,sulsrrt c^pIarIIEu Lliat UIC \-UrpOIaaC iiijgg(;l OI i'i Z'uiJ WaS

submitted to the DBM but was not duly received. This rnay be so because
what was submitted was the Agency's APP and not its Corporate Budget as
required under DBM Corporate Budget Memorandum No. 33 dated December
29,2AIi. ivlorcovcr, they presumed ihai iheir Budget need noi be appruved
by the DBM since the Water Districts do not get subsidy from the National
Government.

The audit Team maintains that Water Districts are uncier the
jurisdiction of the DBM. Under Executive No. 80 dated July 20, 2012by the
President of the Philippines, "Directing The Adoption Of Performance Based
Incentive System For Government Employees", which ensures the
accomplishment of commitments and targets under the iive KltAs and PDP
20ll-2016, Water Districts (WDs) are listed as one of the GOCCs under the
jurisdiction of the DBM.

We recommended and management agreed to prepare its FY 2014
Budget on the basis of DBM Corporate Budget Memorandum No. 34
dated December 28,2012 or the Policy Guidelines and Procedures in the
Preparation and Submission of the FY 2014 Budget Proposals to
strengthen the linkage between development planning and budgeting and
for the COA to be able to monitor and evaluate the accuracy of
departments/agencies' reported performance against its approved targets
with due consideration to the efficient implementation of PAPs that are
aligned with MFOs, KRAs, and sector outcomes in the PDP Results
Matrices.

2. Management's assertion on ownership for three (3) Pump Stations antl
Reservoir cannot be established due to the absence of a Torrens Title
drawn in its favor over the land where these stations were constructed
which is not in accordance with Section 49, Article 11 of the GAAM and

may result to risk of losses on the part of the government. Moreover, the

recording of these land overstated the Property, Plant and Equipment
(Land) account by P410,031.78

t9



Section 49, Article 11 oi. the Government Accounting and Auditing
Manual, Volurne I states:

"Lond purchosed hy aqencies of the Government sholl
be evidenced by o Torrens Title drawn in the nome of the
Republic of the Philippines, or such other document
sotisfoctory to the President of the Philippines that the title is
vested in the Government"

Also, management's assertions on the presentation of the financial
statements include among others, existence, ownership and proper valuation
ofassets acquired.

Review of the accounts revealed that the costs of
Construction/Renovation of various Pump Stations were recorded under

Artesian Wells, Pumping Stations, Conduits and Construction-In-Progress
nanarrr+a tlrL:l^ +L^ L^^1. .,^1,,^ ,-f +L^ l^+ ..,^- -^^^-A^A ,.-,{^- D-^^^-+., Dl^-+Clt/l/t llltto. tvltllt/ LrlV Lrt trll. Y4rulv t,l trlv tut yVAJ lt/t/t IL.l\,Ll UIlUvr r rt Pteltyr t tdtll

and Equipment (PPE-Land). However, management's assertion on ownership

cannot be established due to the absence of a 'Iorrens Title drawn in its favor
over the land where these purnp stations were constructed. This also

overstated the PPE (Land) account by P410,031.78. Composition of these

accounts are as follows:

Punp
Station

Location Book Value Remarks

No.4 Brgy.Cannery,
Polomolok, South
Cotabato

NA Under Lease Contract
with DARBCI

No.6
Brgy. Polo,
Polomolok, South

Cotabato

P5,031.78
With Deed of
Donation/Transfer

No. 7

Brgy.Upper Klinan,
Polomolok, South

Cotabato

P405,000.00

Transfer is on

process/ with Deed of
Absolute Sale

*Total book value of property recorded under PPE (Land) : P410,031.78
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We are concerned that management assertion on ownership relative to
these properties cannot be established due to its questionable ownership of the
land where these are presently constructed. Absolute ownership of land,
therefore, cannot be strongly established in the absence of land title or
documents showing transfer of ownership from the previous owner to the
Polomolok Water District. I\{oreover, the goverrunent shall be at risk of
losses in the event that the title thereto shall be not be transferred in the
latter's name.

We recommended and management agreed to give preferential
attention on the titting of lands and secure other documents evidencing
its ownership to prevent possible losses of government property. Exert
extra effort to secure the needed documents required to facilitate transfer
of ownership.

3. The Polomolok Water District contributed and remitted an excess IIDI\{F
(Pag-IBIG) premium contributions of employer's share totaling
P240r739.16 representing the Zoh of the employees' salary for the period
January 2 to December 31, 2013 contrary to Section 7 of Republic Act
No. 9679Ilome Development Fund Law of 2009.

Section 7, of Republic Act No. 9679 of the Horne Developmeut
Mutual Fund provides:

"Fund Generation and Contributions. - The nrcney of the
Fund shall be generated b),the provident savings that tlrc covered
employees slwll contribute Jbr the purpase every month, and tlrc
equal amounts that their respective employers slrull ntandatorily
contribute.

Covered employees and employers slnll conlribule to tlte
Fund based on the monthly compensation of covered entployees as

follows:

Employee earning not nnre tlrun One tlrcusand five
lrundred pesos (1,500.00) per month - one percent (l%o).

Employees earning ntore than One tlrcusctnd.five lrundred
pesos (1,500.00) per month - two percent (2%).

All employers two percent (2'yr) of the nronthly

compensation of all covered employees.

The maximum monthly conrpensation to be used in

computing employee and enployer contributions shall not be more

than Five thousand pesos (P5,000.00): Provided, that tltis
maximum may be.fixed.from time to time by the Board of Trustees
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consideration actuarial calculations and rates of benefits.'l

Review of the monthly payrolls and remittances of HDMF (Pag-IBIG)
pleliiiulll uolll.ribuiioits fioiii jaituary 2,2Ai3 tu Dccetiber 31, 20i3 tiisuioseti
the total remittances for employer's share amounting to P331,339.16 and
employees' share of P331,339.16. Post-audit of payrolls for regular personnel
of PWD disclosed that each employee contributed 2Yo monthly of their basic
saiary and the District remitte<i the empioyer's share equivaient to 2an of the
basic salary of personnel instead of the maximum mandatory employer's
contribution of P100.00 or 2%;o of P5,000.00.

Under RA 9679, the maximum monthiy compensation to be useci as

basis in computing the employer share is only Five Thousand Pesos
(P5,000.00) or P100.00 per month and not the current rnonthly basic salary of
personnel. This resulted in an over-remittances of P240,739.16 of HDMF
(Pag-IBIG) premium contributions of employer's share (Ant,e D), resulting
in over-remittance of HDMF employer share, representing an additional
expense of the Agency. On the part of the employees, the 20lo prernium
contributions are additional deductions from their gross salary, instead of
being deducted at P100,00 per month.

We recommended and they agreed that the General lVlanager
should instruct those in charge of the payroll preparation and those in
charge for the computation of mandatory deductions to properly
compute the Pag-IBIG premiums at P100.00 for ernployer's share per
employee.

We recommended to strictly follow the ntaximum ceiling of Five
Thousand Pesos (P5,000.00) monthly to be used in the computation of
employer share as provided under Section 7 of RA 9679, otlterwise kltorvn
as the I{DMF Fund Law of 2009. unless amended.

4, The uncertainty in the collection of long overtlue receivables from
concessionaires amounting to P14,159 r(:8!,27 rangiug from 1 year to rtrr!'e
than one year misrepresented the real valuation of agency's current
assets as ofyearend.

.A.n asset should be classified as a c';rrent asset when it is expected to

be realized in the normal course of the operating cycle. The Accounts

Receivable-Customers include accounting of receivable for revellue from the

sale of water, and provision for sewices, supplies and materials for water

coilnoctions. The Accounts Receivables - Customcrs ainouilting to
P14,159,681.27 is composed of the following:
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Total 1 yr. and above (Active)

Total 1 yr. and above (Inactive)

Total 1 yr. and above

P-2,919,236.39

11,740,444.88

International Accounting Standards (IAS) 18 par. 22 states that

" Revenue is recognized only when it is likely that the company
receiyes the economic benefits of the transaction. However, when there is
some uncertainty about the extent of recovery of an amount already
included among odinary income, the amount of bad or the amount for
which recovery ls no longer probabie, is recognizeo as an expense,
instead of adjusting the amount of rcvenue oiginally recognized."

Yerification revealed that out of the agency's accounts receivable
totaling P17,464,838.03, or about 81% or P14,159,681.27 included accounts
which are existing for more than one (1) year and collectability is already
uncertain. Management, however, does not maintain a summary report on the
subsidiaries of individuai uonccssionaires ihus, idenlifiuaiion trf an acuurate
and detailed accounts with doubtful collectability cannot be readily submitted.

Although the Collection Section maintains individual ledger cards for
each concessionaire, the preparation of a summary status report was not
accomplished since there is no employee assigned to do the work and this
entails substantive extractions from the generated data in the collection
system.

We are concemed that the Accounts Receivable - Customers is

overstated by an amount determined to be uncollectable or unrealizable.

We recommended and management agreed to (a) intensify the
collections of these accountsl (b) establish an updated subsidiaries of
individual customers and set up an ageing of accounts receivable from
one year and above; (c) set-up a record of intlivitlual accounts receivable
wherein which recovery or collectability is no longer probable and (d) for
accounts whose collectability is already nil, request for write-off to the
Commission On Audit as per Section 19 of the Rules and Regulations of
Settlement of Accounts and Rule YI, Section 4 of the 2009 Revised Rules

of Procedures of the COA, as amended by COA Resolution No. 2012-001

dated March 22,20L2.

23
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Rule VI, Section 4 of the 2009 Revised Rules of Procedures of the
COA states that:

"Origirml Jurisdicttort - Tlrc ASB shall exercise original.iurisdiction
over cases involving the (l) write-off of wtliquidoted cash advances and
dormant accounts receivable in an amount not exceeding One Million Pesos;
and (2) requests for relief from occountability for losses due to acts of nrun,
i.e. arson, theft, robbery, elc. involving ontounts in excess o.f .five lrundred
tlrcusand pesos (P500,000.00) but not exceeding five ntillion pesos
(P 5,000,040.00). "

COA Resolution No. 2012-001 dated March 22,2012 abolished the
COA Adjudication and Settlement Board (ASB) and ruled that all cases under
the jurisdiction of the ASB shall be filed with the COA Cornrnission Proper
(CP).

The request for write-off shall be supported by documents to support
the reason/$ounds upon which the request was predicated. Accordingly, it is
recommended that management be required to submit pertinent documents for
COA to be able to conduct a careful evaluation of the request at hand, such as

but not limited to the following:

a) Copies of demand letter duly sent /returned;
b) Agency and/or COA Findings and

Recommendation on the dormant accounts
receivable

c) Other documents to prove that all efforts were
already made to collect the receivables but such

efforts remained futile as of to date.

5. Lapses in adopting sound internal control procedures and practices in the
management of inventories established opportunities for losses of
government property due to the agency's failure to establish adequate
storeroom facilities and set-up clearly defined policies on segregation of
duties handling its inventories.

Internal controls, as provided under Section 39, Volume III of the

Governrnent Accounting and Auditing Manual (GAAM) can be categorized

into accounting controls, financial controls and administrative controls and are

briefly described as follows:

,) Accounting controls pertain to the plan of organizatiott, tlrc

procedures, and records tlxqt ensure tlrc accuracy and the reliability
of Jinanci al trans actio ns.

ac
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b) Financial controls include tlrc nrctlnds and procedures concerned
with safeguarding of assets.

c) Adntinistrative controls inclttde, but are not limitecl to. tlrc plan of
organizatiott, the trn'ocedures and records concenrcd with the
managen ent dechiort processes authorizittg transactiorx. They
include controls over adtninistrative ffices, Euclx as, persorutel
r ecords and a dmi n i stro t i v e fun ct i ott,,;. "

Among the specific standards to be considered in designing a sound
internal control system of an organization is on "safeguarding of Assets" to
protect government property from losses, whereby the agency's custodial
function is given due importance. This standard endorses the performance of
key duties and functions, such as authorization, custody and accounting to be
assigned to separate offrces and individuals to eliminate opportunities for
losses of governrnent property and to ensure the existence of an effective
check and balance. In line with this standard, the following functions and
responsibilities, on an agency-wide basis, shall be separated or performed by
different employees/departments to avoid giving one office or individual
inordinate control over transactions resources.

a) Transaction authorization (a management function),
b) Transaction execution (a custodial function);
c) Transaction recording (an accounting function); and
d) Periodic accountability (an intemal audit function).

Evaluation of its internal control system on the management of
inventories revealed the absence of a sound internal control procedures and

practices which resulted to an unreliable inventory balance of P3,080,264.48

and established opportunities for losses, iregularities and effective check and

balance. These are evidenced by the existence of the following inadequacies:

I no d equ ote stockroo m lo cilities

It shall be standard operating practice that the stockroom facilities

o.

shall

r preclude unauthorlzed access to this area

o provide adequate storage space
o provide specialized storage where needed
o have an effective security system
o facilitate receipt and disposition of items in storage

1[
-#[
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Actual inspection of the stockroom revealed that the above-cited
elements of an adequate and secured storeroom are absent.

A Segregation of duties and functions lar recelvlng, starlng ond issuing src not
clearly delined and ossigned to only one employee

funong the specific standards to be considered in designing a sound
internai control system oi an organizati<tn is on "segregation of Duties anci
Functions". This standard endorses the perfonnance of key duties and
functions, such as authorization, custody and accounting to be assigned to
separate offices and individuals to elirninate opportunities to conceal errors
anci irreguiarities and to ensure the existence oi an eiiective cireck anci
balance. In line with this standard, the following functions and
responsibilities, on an agency-wide basis, shall be separated or performed by
different employees/departments to avoid giving one office or individual
inordinate control over transactions resources.

However, it was observed that the functions of receiving, storing and

issuing are not clearly defined and assigned to only one ernployee. The
person who supervises/makes the count is not independent of the custodian

function and stock record clerk.

We recommended and management agreed to install a sound

internal control system on the rnanagement of its inventories to elinrinate
material misstatements of accounting information, ensure appropriate
-^-r^-^+i^- ^f ,l,.rl^- ^-,1 ^,1^^,,^+^ --^,,:.:^-. f^-.-f^-,.^-,r:il,. ^cd^+G,tLErr !E.l0lurr Ur rrlrflr,O alrtl arrr,tlfl4&V Pl t v litlurrJ rt,l larrUE,trrll trrrrEr .ll!,!l,Iito

6. The format oi the Electronic Oificiai Receipt (E-Oii) issueti by
management thru their computerized system on Billing anrl Collection

does not conform with the minimum data content as required under COA
Circular No.20l3'076 dated September 18,2013 or the Guidelines for the

use of electronic official receipts (eORs) to acknowledge collection of
income and other receipts of government.

Paragraph 3 of COA Circular No. 2013-076 dated September 18, 2013

states that:
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3.3 Ttro eORs shall have the following minimum data contemt:

3.3.1 Narne of the agency issuing tho rcceipt (Dcparment/AgencylRegional
Offi ce/Operating or Field Unit)

3.3.2 Location and Location Code (plac,e where the collection is made and its
assigned code)

3.3.3 Name of payor (person/entity making the payment)
3,3.4 Date and time of receipt (date and time of the collection and is$ance of

eOR) /
3.3.5 Ndurc of collection (such as income tax, business tax, fcrs, gf,arges,

assessmmk,licerues, etc.) N
3.3.6 Amount roceived, dstailed as to nsture of collection coded/u'to their

zubsidiary ledger rwenuo classifi cetion
3.3.7 eOR Number (a unique and sequential number genoated by the system f:or

wery eOR iszued)
3.3.8 Transaction Number (rumbu generatul for wery transaction accepted by

thc system which does not necessarily pertain to the generated eOR. It may
include cancellation of eOR', inquiry, etc,)

3.3.9 Modeof payment (credit card/electronic fund transfcr/ATlWG-Cash, etc.)
3.3.10 ffier ofPayment Slip Number orAssessment Number

In the verification of the official receipts issued by management
representing payments by customers for water services, it was observed that

the fbrmat of the Electronic Oflicial Receipt (E-OR) issued by management

thru their computerized system on Billing and Collection does not conform
with the minimum data content as required under COA Circular No, 2013-076
dafed Scnfernher lR ?n1? nr fhe Grridalinpc fnr fhc rrca nf elenfrnnin nffiniql

^v, -v

receipts (eORs) to acknowledge collection of income and other receipts of
government. These minimum data which are not available on the eOR are the

following:

1. Location and location code (Place where the collection is made and its
assigned code) which is relevant to PWD since it avails of payments
+hr^',-h J. -^L.trI vu6rr vqrtt\J.

2. Amount received, detailed as to nature of collection coded as to their
subsidiary ledger revenue classification

3. Transaction Number (number generated for every transaction accepted

by the system which cioes not necessariiy pertain to the generated eOR.

It may include cancellation of eOR, inquiry, etc.)

4. Order of Payment Slip Number or Assessment or Billing Number

The existing format of the E-OR of the PWD has already been printed

before the COA Circular No. 2013-076 dated September 18, 2013 was

27

-



fi
il
l,H

-td

1iH

1il

1,t

1it

1rl

1lt

-ln

-lt

-liI

l[l

disseminated. Thus, management requested that thcy be allowed to utilize all
the available printed ORs and upon reorder point, they shall already effect the
requirement set forth in the said COA Circular.

We recommended and management agreed to comply with the
requirements set forth in Parngraph 3 of COA Circular No. 2013-076
dated September 18, 2013.

Status of Suspensions. Disallowances and Chargsg

As of December 31,2013, the disallowance amounted to P 3,845,075.30*
and still unrecorded in the books pending decision from Petition for Certiorari.

The above stated amount was per COA Decision No. 2012-222 dated

November 26,2012 affirming the disallowances but said total amount is "subject
to review/finalization by COA Regional Office No.Xil due to tlrc agg'egate
tiisuiiowed umouni of F3,845,A75.30 indicuieci in ihe uppeuled COA liegion Xii
Decision No. 09-05 dffers from the combined amount of P1,701,410.96 of the

four NDs, or a difference of P2,14i,664.i4. Review of the records ctf the case

showed that the anrcunt of Pj,845.075.30 wos sourced from the three Audit
Observation Memoranda and the Audit Query issued by the ATL of PWD and the

then RCD, then Cluster III-Public Uilities, CGS, COA ROXII".

Itlo }lotices of Disallcwance, Suspension nor Charges were issued fcr CY

20t3.

Imnlementation of Gender and Develonment (GAD)

Actual GAD budget is P500,000.00 or .73o/o only of the required 5% of
agency's total appropriations, whiie expenciitures totaleci P80,244.93 or

equivalent to 16% of the total GAD budget since management prioritized

implementation of projects on repair, maintenattce and expansion of its water

facilities.

Comnliance with Tax Laws and Regulations

The District withholds and remits applicable taxes imposed under the

National Internal Revenue Code. Total tax remittances for the year was

P3,768,818.87.
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PART Itr . STATUS OF IMPLEMENTATION OT PRIOR
YBARS' AUDIT RECOMMENDATIONS

We macie a foiiow-up on the action taken by tire Polornolok Water District
to implement the recoflrmendations cited on the2012 Annual Audit Repoft and on
prior years' remaining unimplemented audit recommendations and noted the
following:

The results of the validation of the irnplementation of prior years'
recommendations are presented in Annex tr.

Status of
Implementation

No. of
Recommendations

Ileason for PartialA{on-
Implementation

Fully Implemented 11

Partially Implemented 0

On-going 4

Not hnplemented 0
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PART TV. ANNEXBS

Annex A - Summary of the function of oversight and implementing agencies
and their role in results monitoring.

Annex B - The 20ll-2016 PDP ltesults Matrices with Government's Five
maj or guideposts/I(RAs

Annex C - The 2011-2016 PDP Results Matrices with Interrnediate Sector
Outcomes and Indicators

Annex D - HDMF (Pag-IBIG) premium contributions of employer's share

Annex E - Validation of Implementation of Prior Years' Audit
Recommendations
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Annex A

Summary of The Function Of Oversight And Implernenting Agencies And Their Role In Results
Monitoring.
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Function Results Monitoring Role
NEDA Evaluates effectiveness of MFO

impacts on societal goals and sector
goals - mensures effectiveness.

Facilitates formulation of PDP

Develops and runs an

econometric rnodel to measure
contribution of MFOs in
delivering change at the national
!evel.

Monitors the performance of the
mix of MFOs produced by
.r^rrarnmant qrrcnniec ln rlolirrpr6v r vrrurrvrr0 46vrtvrvu

societal goals and sector goals in
terms of broad economic and
social statistics.

T\T)A Tt)t) Ly L
T\1^-^a:^.^- .I^l:-,^-, ^f r rTla\-r\EEUuAtgi UErrV9rJ Ul j.vll'L,rJ ulr a

value fo, money basis from
departments/agencies negotiates
perfo rmartce co ntracts.

Ensures allocation of funding to MFOs
is consistent with MTEF/FEs, PDP, and
PIP

[ /t^-i.^-^ +L^ J^li-,^-, ^f I\ /lT]r'\^ i-lvlullltulJ uls usllvsly ul lvll \-/J lil
accordance with performance
targets agreed upon with
departments/agencies.

Carries out analysis to ensure
performance targets are realistic
and reported perfonnance is
vaiici.

DOF Funds the budget through borrorving
and taxes subject to aperforntance
contract with the government

Supervises revenue operations
and manages all public debt

CSC Promotes continuous improvement
through an individual performance
incentive system;
Collaborates with DBM on a

pedornunce based remuneratiott
franrcwork linked to delivery of MFOs

Manages personnel perfonnance
evaluation

COA Quality assurance, accounting, and
auditing, including performance audits;
ensures accuracy of
departments/agencies' reported
perfornwnce

Gathers data and reports statistics 
I

against perfonnance targets I

agreed upon with DBM and uses 
I

this data to continuously irnprove
its own performance.
Provides perfonnance reports on
the delivery of its MFOs to the
President and Congress to
promote transparency and
accountahility
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