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THE BOARD OF DIRf,CTORS
Polomolok Water District
Polomolok, South Cotabato

Sirs,Mesdames.

We transmit herewith the Annual Audit Report on the audit of the accounts and
operations of Polomolok Water District, Polomolok, South Cotabato for the year ended
December 31, 2015, in compliance with Section 2, Article lX-D of the Philippine
Constitution and pertinent provision of Section 43 of Presidential Decree No. 1445. The audit
was conducted in accordance with applicable legal and regulatory requirements and generally
accepted auditing standards. Those standards require that we plan and perform the audit to
obtain a reasonable basis for our conclusions.

The audit was conducted to (a) verify the level of assurance that may be placed on
management's assertions on the financial statements; (b) recommend agency improvement
opportunities; and (c) determine the extent of implementation of prior year's audit
recommendations.

An unmodified opinion on the fairness ofthe presentation ofthe financial statements
as of December 31, 2015 has been rendered.

It was observed that the current level of corporate governance, with some areas of
improvements, puts the District in better position towards realizing its purpose as envisioned
by PD 198. However, the District's 25.8170 non-revenue water of the total production falls
short to the requirement of LWUA Memorandum Circular No. 004-10; and the District was
unable to present Certificate of Tax Clearance which serves as proof about the district's
compliance to existing tax laws, rules and regulations.

The details and other findings and observations as well as the corresponding
recommendations are discussed in the audit observations and recommendations portion ofthe
report.

We request that the observations and recommendations contained in the report be
fully addressed, and we would appreciate being informed ofthe actions taken in this regard
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within sixty (60) days from the 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 Polomolok Water District.

Very truly yours,

&m
ATTYTUSAN P. DONALVO

/ Director IV

Q'nedonal 
Director -{,

Oopy Furnished:

The President, Republic of the Philippines
The Vice-President, Republic of the Philippines
The Senate President, Senate ofthe Philippines
The Speaker, House of Representatives
The Choirperson, Senate Finance Committee
The Cha i rpe rso n, Appropri ati on Commi ttee

The Secretary, Department of Budget and Management
The Administrator, Local l|/ater Uti lities Administration
Presidential Manqgement Stalf, Office of the President
Irlational Library $oft copy)
UP Law Center (soft copy)
COA Commission Central Library $oft copy)
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EXECUTIVE SUMMARY

Auditee's lnformation

The Polomolok Water District (PWD) was established thru 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 lau to the creation of
water disfict. On June 9, 1981, the Disfict was issued the Conditional Certifcate of Conformance
(CCC No. 153) by the Local Water Utilities Adminisfation (LWUA). The Mandates of the District are:

To acquire, install, improve, maintain and operate water supply and distribution system for
domestic, indusfial, municipal and agricultural uses for residents and lands within the

boundaries of the distict;

a

To provide, maintain and operate waste water collection treatment and disposal facilities; and

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 - Engr. Andresito J. Degilla

Vice Chairman - Engr. Alex C. Macabacyao

l,4embers - Erlinda H. Desullan
- lsmael G. Verallo, Sr.
- Dr. Maribel D. Acuesta

Overseeing the day{o-day operations of the Disfict was canied out by General Manager Engr.

Solito T. Torquator. The District has seventy-seven (77) regular employees and ten (10) job orders
who are manning the operations.

Audit Scope and Methodology

Pursuant to Section 2, Article lX-D of the Philippine Constitution and Section 43 of the
Government Auditing Code of the Philippines (P.D. No. 1445), we have audited the accounts and
operations of the District covering the period January 1 to December 31, 2015.

The audit was conducted in accordance with the generally accepted state auditing standards,
and accordingly Included such tests of the accounting records and other related documenls and
evaluation of the design and operating effectiveness of the controls and such other procedures, as
necessary, in the audit.

a

To conduct such other functions and operations incidental to water resource development,

utilization and disposal within the district, as are necessary or incidentalto said purpose.



The audit was conducted to (a) verify the level of assurance that may be placed on

management's assertions on the financial statements; (b) recommend agency improvement

opportunities; and (c) determine the extent of implementation of prior years' audit recommendations.

Deficiencies observed in the course of the audit were earlier communicated through the
issuance of the Audit Observation Memoranda (AOMs) and discussed in an exit conference conducted
with concerned ofiicials and personnel of the District whose comments are incorporated in this report.

Financial Highlights

Com arative Financial Position

Results of 0ns

0pinion of the Auditor

The Auditor rendered an unmodified opinion on the fairness ofthe presentation ofthe financial

statements.

Summary ol Significant 0bservations and Recommendations

1. The cunent level of corporate governance, with some areas of improvements, puts the District in
better position towards realizing its purpose as envisioned by PD 198.

We commended the Management for its cunent level of governance. Moving foruard, we
recommended that Management refne its cunent risk management practice; enhance its internal
contol mechanisms by formal articulation of policies and procedures, and establishment of internal

contol unit, and create internal audit with appropriate manpower that is direc{y reporting to the
governing board.

2. The Districts 25.81% non+evenue water of the total production falls short to the requirement of
LWUA Memorandum Circular No. 004-10.

We recommended that lvlanagement deliver the required levels of both revenue and non-revenue
waters through effective and eficient implementation of its planned courses of actions.

lncrease (Decrease) PercenhgeParticulars m15 20'14

Php155,022,633.39 Php'19,293,903.89 12.45o/oToblAssets Php 174,316,537.28

Php 70,155,983.71 Php 3,222,888.33 04.59YoTohl Liabilities Php 73,378,872.04

Php100,937,665.24 ftp 84,866,649.68 Php 16,07'1,015.56 18.940kTotal Equity

PercentageParticulars m15 m14 lncrease (Decrease)

Php 82,145,001.09 Php 9,070,767.16 11 .04"/olncome Php 91,2'15,768.25

Php 10,890,225.38 17 .720kExpenses Php72,357,U9.23 Php 61,467,123.85
(Php 1,819,458.22) (08.8006)Net lncorne (Loss) Php 18,858,419 02 Php fr ,677 ,877 .24



3. The District was unable to present Certificate of Tax Clearance which serves as proof about the

districts compliance to existing tax laws, rules and regulations.

We recommended that Management should closely engage with BIR in order to secure Certificate

of Tax Clearance. ln the event that tax charges/cases are filed against the district hindering the

issuance of tax clearance in its favor, we recommended that these tax charges/cases be disclosed
in the Notes to the Financial Statements.

Status of Suspensions, Disallowances and Charges

As of December 31 ,2015, the disallowance amounted to P3,845,075.30 and still unrecorded in

the books pending decision on its Petition for Certiorari. No Audit Suspensions and Charges as of
December 31,2015.

Status of lmplementation of Prior Years' Unimplemented Audit Recommendations

No. of Observations
and Recommendation

Status of lmplementation as of 31 December 2015

Fully lmplemented
Padially

lmplemented lmplemented

2414 1 1 0 0

2013 4 3 1 0 0

2012 3 3 0 0 0

Year
On-going

Not

0
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PART I:

AU DITED FINANCIAL STATEMENTS
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INDEPENDENT AUDITOR'S REPORT

THE BOARO OF DIRECTORS

Polomolok Water DisEict
Polomolok, South Cotabato

We have audited the accompanying financial statements of Polomolok Water District as at
December 31,2015, which comprise the balance, statement of income and expenses, statement of

cash flows, and statement of changes in equity for the year then ended, and a summary of significant

accounting policies and other explanatory information.

Management's Responsibility for the Financial Stafernents

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with state accounting principles, and for such internal confol as

management determines is necessary to enable the preparation of financial statements that are free

from material misstatement, whether due to fraud or error.

Au ditol s Respon sibility

our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Philippine Public Sector Standards on Auditing. Those

standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statements. The procedures selected depend on the auditor's judgment,

including assessment of the risks of material misstaternent of the fnancial statements, whether due to
taud or enor. ln making those risk assessments, the auditor considers internal control relevant to the
entity's preparation and fair presentation of the fnancial statements in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entty's internal confol. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the ovaall presentation ofthe financial statements.

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

1

Republic of the Philippines

COMMISSION ON AUDIT
Regional Offce No. Xll

CGS-A (Water Disticts) and Other Stand-Alone Agencies

OFFICE OF THE SUPERVISING AUOITOR



Auditor's Opinion

ln our opinion, the financial statements present fairly, in all material respects, the financial
position of Polomolok Water Distict as at December 31, 2015, and its financial performance and its
cash flows for the year then ended in accordance with state acounting principles.

COMMISSION ON AUDIT

By:

--lh,i^*'x
VENCYT. VLffRZA

State Audibr lV l,
OIC-supervising Audito!

March 28, 2016
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POLOIIIOLOX WATER DI S IRI CT

Brlance Sheet

As of Decenber 31,20'15

(tl/ih Comparatve Figures br 2014)

ASSElS
Cufient Assats

Cash and Cash Equivalenb

Receivables

invenbries

ftepaynnnb
oher CurrentAsseb

Totd Cunent Aes.ts
Non-Cunent Asset6

Properv, Plant and EquipnEnt

Public lntastucture

Rebreshton

Constuclion in Progress

oter Non-CurrentAsseb

Total Non-Cunent Agsets

IOTAL lsSETs

Nob 3

Nob 4

Nob 5

Nob 6

Nob 7

Php 24,413 ,064.17

17,699,576.39

4,331,281.66

320J7 4.76

5 748.00

Php

Php

58,776,770.09 Php

Php

46,770,444.98

Nob 8

Nob 9

Nob 10

Nob11

Nob 12

19,229,241.31

94,434,682.49

71.145.00

196,877.10

1 821 29

Ph 17 3 .28 Ph 1

LIABILITIES AIID EQUITY

Li.biliti€6
Curcnt Lirbiliti6B

Payables

Loans Payable (Curent Porton)

Total Current Liebilities
Nqn-Currcnt Liabilities

Loans Payable

Total Non-Cursnt Lirbilities
Tot lLiabiliti€s

Nob 13

Nob 14

Php 14,$1,241 14 Php 13,328,027.97

10 418 725.75

Php 26,449,966.89 Php 13,328,0n.91

Nob'14 Ph 46,928,905.15 Ph 56 827 955.74

Ph 928 905. t5 Ph 827 74

Php 73,378,8720,1 Ph P 70,155,9&}.71

Government Equity

TOTA LIABILIIIES end EQUITY

Nob 15 Php 100,937,665.24 Php 84,866,619.68

Ph 17 28 1

ml4

4

2015

34,7116,400.13 Php

16,246,844.24

7,499,969.06

266,812.66

14,748.00

17,9',t1,284.45

79 ,178 ,637 .02

7',t.145.@

9,712,017 .87

1.379.104.07

Php 115,539,767.19 Php 1fi,252,188.41

(See monparrying Notes to Finarjal Ststements)
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POLO]IIOLOK WAIER DI S ]RI CT

Statenent ol lncome and Expenses

For he yea ended Deoenber 31,2015
(Wh Conparalive Figures br 2014)

Nob 16

Php

Php

Nob 17

(See auomparrying Notes to Finalcial Statements)

Php

Ph

19.02 .24

90 646.94 138 444.25

4 218,082 06

61 123.85

NET rNCOlrrE (LOSS)

82,145,001.09

1,627,931.37 Php

89,497,189.94

91,215,768.25 PhP

1,686,432.36

80,320,128.48

37,576,898.66 Php

31,199,497.41

3,580,953.'16

,349.4 Ph

29,935,724.06

27 ,313,317 .73

ml4

r

2015

Ir{coHE
Service InmnE

Business lnmnp
Oher lnmnp
TolalRevenue

tEs6: HOEIISEB
Personal Services

Mainbnance and Oher Opeialng Expenses

Financial Expenses

Totrl Expenses



ffi
POLOMOLOK WAIER DISTRICT

StatenEnt ot Cesh Flors
For he year ended Deoember 31, 2015

(Wh Comparalive Figures for 20'14)

CISH FLOIYS FRO OPERAIIilG rcNUNES
Cash lnflours:

Business and Service lncorp
oher lncorE

Ofrer Receipb

Total Crsh lnflotr: from Opereting Activities

Cash Outflotrs:
Paynent of Personal Services

Pay[Entol Mainbnsnce and Opaatng Expenses

Paynnnt of Payables

Totel Cash outflo$s fromOperating Activities

l{et Cash Provided (Used) in Oper.ting Activitiss

Php 92,407,400.21 Php

64,565.72

82,278 ,440 .68

150,691.25

3 835,505 89 3 563,307 .72

Php 96,307,471.82 PhP 85,S12,439.65

Php 32,875,722.03 Php

24,1%,729.4$

17,859,538.50

24,354,435.38

21,549,756.95

16,227,116.82

Ph 7 989.99 Ph 131 .15

PhP 21,146,481.53 Php 23,860,530.50

cAsH FLOTS FRO|' ril\'Eslrr{G AClll'lTlES
Cesh lnflorE:

Proceeds t'om LWUA TinE Deposib

Total Cash lnflors from lnwsting Activities
Cash OutflouJ3:

lnveshEnb - PVI,D-LWUA Reserve Fund

Rrrdrase of Properv, Plantand Equipnent

Motrcycb Plan

Total Cash Outllovrs rrom lnwsting Ac.tivities

Net cash Pmvided (Us6d) in lnvBting Activities

Php

Php

4,339,999.89 Php

4,3'13,369.77 Php

7,870,307.99 5,805,526.35

21 000.00

Ph I 677.76 Ph 5 35

Ph 10 000 000 00 Ph

Php

Php 9,478,514.84 Php

3,460,853.16

8,428,513.94

4,218,082.06

120

Ph 1 468.00 Ph 646

Ph Ph

NET CASH PROVI DED (USED)

Add: Cesh and Crsh Equivalents, Beginning Bahnce
CASH A}IO CASH EQUIVAEiIIS, EI{DI}IG BALAIICE

Php 10,338,335.90 Php 5,lo8,408. 15

41 17 02

7 '13

1

17

6

2015 m14

CASH FLqIYS FROTI FI }IAICI NG ACIIVITI ES

Crsh lntlorl.s:
Loan Proceed (Arnanah Bank)

Total Cash lnflorvs frcm Financing Activities
Cash Outflowg:

Loan Annrtzalon - Principal

lnbresl Paynenb on Loan

Ohers

Totel Cash Outflows from Financing Activities
Net Cash Povided (Used) in Financing Activities

Php 4,339,999.89 Php

Php (8,053,677.84 Php (s,80s,s26.35)

Php 10,000,000.00

100.00



POLOITIOLOI( WAIER DI STRI CT

Stater:nt of Chrngcs in Equity
For tre yea ended Decenber 31, 2015

(\/ih Conparslive Figures br 2014)

Rctained Eernings, Beginning Brhnce
Add (Deducq: Prior Period AdjustrEnt

Adjusted opening Ealance

Add (Deduc0:

Net lnmne (Loss) br he Period

Retahed Eernings, Ending Brhnce

Php

Ph Ph

2 787 403 46

18 858 419 02

97 '190 016.80

20 677 877.24

81 11 .24

Government Equity, Ending Balance

Php

Php

81,119,00'1.24

78,331.597.78 60,441,124.00

Php

Php

Donrted Crpitrl, Beginning B.l.nce
Add (Deducq:

Donctod C.pitrl, Ending Brlrnce

Php

Php

3,747,€{t41 Php

- Php

60,440,724.36

399.64

7

*.

2015 2014

Restdcted/Paid-ln Capitel, Beginning Balance

Add (Deduc0

Rest dctedlPaid -ln Crpital, Ending Bahnce

3,747,648.44 Php 3,747,648.44

3,7 47 ,64.44

Php

Php

Php 100,937,665.24 Php 84,866,649.68



ru Polomolok Water Disfict
NOTES TO FINANCIAL STATEMENTS

1.0 Agency Background

The Polomolok Water District (PWD) was established thru Sanguniang Bayan Resolution No. 63 dated

October 9, 1 980 of the Sanguniang 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 water disfict. On

June 9, 1981, the Disfict was issued the Conditional Certificate of Conformance (CCC No. 153) by the
Local Water Utilities Administration (LWUA). The Manddes of the District are:

To acquire, install, improve, maintain and operate water supply and distibution system for

domestic, industial, municipal and agricultural uses for residents and lands within the

boundaries of the disfict

To provide, maintain and operate waste water collection treatrnent and disposal facilites; and

To conduct such other functjons and operations incidental to water resource development,

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

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

First, to pay its contractual and statutory obligation and to meet its essential current operatrng

expenses.

Second, to allocate at least fifty percent (50%) of the balance exclusively as a reserve for debt

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

Third, to allocate the residual as a reserye exclusively for expansion and improvement of iE
physical facilities.

a

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 - Engr. Andresito J. Degilla
Vice Chairman - Engr. Alex C. Macabacyao
Members - Erlinda H. Desullan

- lsmael G. Verallo, Sr.
- Dr. Maribel D. Acuesta

The Board of Directors is authorized to appropriate funds of the Disfict, such amounts as it may deem
necessary for lhe operatjonal and other expenses of he District including the purchase of neiessary
equipment.

8



Particu lars

Cash - Colleding Ofioers

0hers
Cash in Bank - CurrentAcmunt

Cash in Bank - Savings Acount
Cash in Bank - TirE DepositAccount

Totel

4.0 Receivables

This includes the following

Php 101,971.70 Php 243,341.7',|

2,000.00

12,269,330.00

6,060,950.23

5 837 442.23

Php 34,746,,100.13 Php 24,413,064.17

16,933,223.35

16,175,'t01.'13

1,536,1m.95

AccounE Receivable

Less: Allowance br Doubfrrl Accounb

Accounb Receivabb, net

Due tom NGAS

Due fom LGU

Advances b Oficers and Efipbyees

0hers
Totel

Php

1,207 765 89

Accounts Receivable represents the amount due to open accounts arising from services rendered to

customers from water sales and incidental services. Ofiers are collectibles from customers for their

unpaid application fee balances and mderials' loan accounts.

5.0 lnventories

This includes the following

Php 15.622,440.63 Php

596 240.1'l

15,026,200.52 Php

4,045.50

10,828.33

16,743,045.99

596,240.11

16,146,805.88

4.045.50

5,482n
3,350.00

1,539,892.79

ParticulaIs 2015

Accounbble FornE

Ofice Supplies

Medi:al, Denhl and Laborabry Supplies

Gasoline, Oil & Luhixnb
Oher Supplies

Spare Psrb

Constuclion Mabrials

Ohers

Totrl

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

10

2015 m14

Particulam 2015 N',t4

Php 16,248,840.24 Php 17,699,576.39

2014

Php 0.03 Php 8,532.99

134,860.35 ,119,192.85

932 50

70,612.36 65,4t)1.03

5 ,047 ,07 1 .7 4 1 ,%7 ,201 .01

8,781.13 17,156.63

2,237,292.38 2,133,698.09

418.57 19.06
'Php 7,499,989.ffi 'Php 4.331.281.66



5.0 Prepayments

This represents payment of insurance premiums to insurable properties of the District and others
(advances to confactor and other prepaid expenses). This amounted to P266,812.66 and P320,774.76

as of December 31,2015 and 2014, respectively.

7.0 Other Cunent Assets

This account includes Guaranty Deposit. This amounted to P14,748.00 and P5,748.00 as of December

31, 2015 and 2014, respectjvely.

8.0 Property, Plant and Equipment

This includes the following:

2015

Land

Electilcahn, Power & Energy Stuctrres

Ollce Building

Oher Stucfures

Leasehold lrprovenpnb, Buildings

Ofice Equiprnent

Furnitrre & Fixlres
lT Equipnnnt& Sofrvaro

Madrineries

Fi,elghlng EquhnBnt & Accessories

Medknl, Denbl & Labuaby Equipnent

Comrunbston EqurpflEnt

Sporb EquipnEnt

Mohr Vehides

oher Properv, Plant& EquiprEnt

Totil
Less: Amifiulabd Depreciaton

Totd

9.0 Public lnfrastruc{ure

This includes the following

Php 1,298,371.13 Php

463,016.31

1',t,71',t,239.56

1,316,137.'19

133,865.07

1,785,540.23

1,001,875.82

6,021,183.00

1,050,m0.00

815,610.34

173,000.00

708,632.80

33,793.50

7,169,857 66

728,7 4$.13

403,'1'16.31

10,626,999.36

1,316,137.19

53,432 38

1.491.623.22

919,953.82

5,193,902.75

1,050,0m.00

815,610 34

84,000.m

640,132.80

26,333 50

7,162,857.66

3,688,559.14765 9'18.143

Php 37,4,4,040.75 Php 34,201,404.60

18 zt6 799.44 16 290,1n 15
Php 19,229,241.31 Php 17,911,2U.45
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Particu lars 2015 frl4
Arbsian \r/ells, Res., Purping Sblon

Wabrways, Aqueducb, Sesurall

Total

Less: Amrrulabd Deprecialon

Totrl

10.0 Reforestation

This includes the following:

Php 42,759,323.59 Php 39,598,375.89
'109 834 1',t0.12 92 498,124 03

Php Php152,593,433.71

58 ,158 ,751 .22

132,096,499.92

52,917,862.90

Php 94,434,682.49 Php 79,178,637.02

Particulars 2014

Reheshfon-upland

Less: Accurrulabd Deprecialon

Totrl

Php

11.0 Construction in Progress

This account is composed of the following on-going projects

71,145.00 Php 71,145 00

Php 71,145.00 Php 71,145.00

Particu larc

Arbsian \/l,blls, Ros., Purping Sbton

Wabrways, Aqueduct, Seawal

Ohd Public lntastuclre
Oher Pubh lntastuctur€ - Agency Asset/ Public lntasluctrre

Totd

12.0 Other Non-Curent Assets

This includes the following:

Php '17,496.'10 Php

79,308.00 9,598,526.83

33,491 04

100 073.00 80 000.00

Php 196,877.10 Php 9,712,017.87

2015 2014

Unservirable Properles

lbnB in Trsnsit

Totd

13.0 Payables

This account is composed of the following

Php 654,366.62 Php 584.758.62

953,454.67 794 345 45

Ph 1 821.n 104.07

Particu lars 2014
AccounE Payable

Due b Oficers & Erpbyoas
Due b BIR

5,932.438.54 Php

6,766,765.97

278,386.99

5,350,586.91

5,516,205.65

412.797.34

Php

20 t5

2015 2014

Particulars

2015

12



Due b GSIS

Due b Pag-ibig

Due b Philhealh

Due b oher Funds

Due b NGAs

Guaranty Deposit

Perbrrnance/Bidders Bond

Oher Payable

67,243.95

1 ,546,211.72

511,077.48

175,843.40

38,757.98

6,975.01
'18,430.18

960,582.44

42 826.20 336 771 58

Total Php 16,031,241.14 Php 13,328,0n.91

14.0 Loans Payable (Domestic)

This consists of loans availed fom LWUA & Al Amanah lslamic Bank for the different water system
projects with remaining balance of P57,347,630.90 as of December 31, 2015. The principal amount

due to be setued within twelve months after the reporting date is P10,418,725.75. This amount is
presented as current liabilites. Loans Payable amounting to P46,928,905.15 is presented as |ong{erm

liabilities.

15.0 Government Equity

This is composed of restricted/paid-in government capital, donated capital, and the retained earnings

account. Prior period ad.justrnents are made to the beginning balance of retained earnings account.

16.0 lncome

Service lncorne

2015 m14
lnspeclon Fees

Oher Servbe lnconp

Business lncome

Php 138,900.00 Php

1,489,031.37

132,650.00

1,553,782.36

Total 1,627 .37 Php 1,686,$236

Particu lars

lncorB fom Wabrworks Sysbm

Sales Revenue

Fines and Ponalhs - Business lnconB

Tot.l

Oher lncorp

Php 86,683,5'16.01 Php

260,026.61

5532 647 .32

77,854,968.76

n7 ,239.23

237 920 492

Php 89,497,189.94 Php 80,3X,128.48

m14
Php 90,646.94 Php 138,440.25lnbrestlnconE

Total

13

Php 90,646.94 Php ,38,440.25

621,n7 .34

140,654.95

41,195.48

208,210.00

This is composed of the following:

Particulars

2015 2014

Particulars 2015



PersonrlServices
Particulars ml4

Salries and Wages

0tor Conp€nsaton

Porsonnel Econoric Rolrel (PERA)

Represenblon and Tranqorbbn Albwance (RATA

Produdiviv lnconfu e Albwance

Cloting / Unibrm Albwsnce

oher Bonuses and Allowance

overlrE and Night Pay

Cash Gi[
Year End Bonus

Personnel Benelb and Contibuhns

Lib and Retienpnt lnsurance Contibulon

Pag-ibig Contibubns
Philhoalh Contibubns
ECC Contibutons

Oh€r Personnel Benelb

TerrTinal Lear'e Benelb

ProvidentFund Benelb

Oher Personnol Beneft

oher P€rsonnsl Benett- CNA Civilian

Totd

Php'19,196,379.49 Php 17,325,176.18

1.809,363.64

744,000.00

1,552,841.00

385.m0.00

3,841,943.76

525,506.76

380,000.00

1 ,528,97 4.02

2.198,089.33

91,000.00

213,600.00

91,000.00

1,r/0,916.60

704,000.00

149,000.00

375,000.00

2,841,4X.39

303,3m.24

372,5m.00

1,N7,204.69

2,023,855.81

88,900.m

198,662.50

88.900.m

Maintenance and other eratin enses

Traveling Ex penses

Training Expenses

Supplies and Mabrial Expenses

Offce Supplies

Accounbble ForrB
Drugs and Mediines

Laborabry Expenses

Gasoline, Oil and Lubricanb

Gssoline, Oil and Lubricanb - Purying

Fuel, oil and Lubricanb

oher Supplbs

Utli! Expenses

Corffrunbalon Expenses

Posbge and Deliveries

Telephone - Lsndline

Telephone - Mobile

lnbrnet

Cable and Sabllib
Mefitership Dues

Php 762,376.60 Php

662,508.84

601,723.18

494,332.05

271,12065

44,472.73

986.94

1,m0,008.32

N2,124.55

9,570.00

545,887 .17

7,W7 ,161.12

9,620 00

118,587 52

182,950.85

58,244.80

3,007.00

29,398.m

268,027.37

65,364.96

214.19

110,179.00

178,689.57

1,770.00

910,782.50

431,327 .14

9,869,586.,t6

10,147.76

120,955.36

265,445.17

53,/t34.00

5,111.00

36,374.00

2015 2014

14

17.0 Expenses

Thrs composed of the following:

1,504,258.00 896,850.72

1,094,542.66 1,011,927.93

495,,100.00 378,1m.00

1,925,m0.00

@

2015

Parliculars



Advertsing Expenses

Printng and Binding Expenses

R6ntExpenses

R€presenblon Expenses

Transporbbn and Delivery Expenses

Subscrhlon Expenses

Rewards and oher ChinE

Probssional Ssrviles

LegalServices

Audilng Services

GeneralServices

Securi! Services

Repair and Mainbnance

Repairs and Mainbnan@ - Povrer and Energy Slucfures

Repairs and Mainbnance - Ofice Building

Repairs and Mainbnanoo - Ofce EquhnEnl

Repairs and Mainbnance - Furnitrre and Fix!re
Repairs and Mainbnance - lT EquhnEntand Sotvare

Repairs and Maintsnance - Machineries

Repairs and Mainbnance - Corfiruni:aijon Equi]rEnt

Repairs and Mainbnanc8 - Med. Denbland Lab. Equpt

Repairs and Mainbnance - Ohsr Machineries and Equpt

Repairs and Mainbnance - Mobr Vehi.les

Repairs and Mainbnance - Oter PIoper! and Equhr€nl

Repairs and Mainbnanoe - Arbsian \Alelb

Repairs and Mainbnance - lvabrways and Aqueduct

Repairs and Mainbnance - Rebresblion - Upland

SubsUies and Donatons

Extaordinary and Miscellaneous Expenses

Taxes, lnsurance PreruinE and oher Fees

oepreciaion Expense

Depreciabn - Electilcalon, Power Enery

oep recialion - Ofice Buihing

Deprecieton - Oher Stucture

Depreciaton - Ofice EquinBnt
Deprecblion - Furnifure and Fixtrres

oeprecialion - lT EqubnEnt

Depreciabn - Madinerbs
Depreciabn - Cormrnicabn EqupnEnt
Deprocblion - Firofu hling Equilnnnt

Depreciabn - Medi:al, Denbl and Lab. Equht
Depreciabn - Sporb Equh[Ent
Depreciabn - Mobr Vehires
D€precblion - Ohers

Depreciabn - Arbsian V\blb, Res.

Deprecblion - Uhtsna/ays, Aqueducb

Deprecbbn - Rebresbbn - Uphnd

GAD and Discounb on Sr. Cilizen and Armesv PrograrE
oter MoOE -NSC Prorm

Tohl

191,367.45

329,853.00

67,210.00

259,733.99

964.00

11 ,158.00

9,720.00

72,100.00

7l ,893.94

353,524.95

777 ,990.79

108,622.96

147,801.80

24,447.50

16,651.49

47 ,887 .75

58,335.80

1,644.00

1 .287 .50

70,876.00

561,889.67

11,088.00

181,925.20

2,986,594.18

572,245.47

43,870.00

31,903.50

2,098,699.26

117 ,37',t.60

191,185.00

60,936.00

279,223.18

12,672.00

3,720.00

86,600.00

350,780.00

684,039.83

145,088.25

184,325.80

48,226.40

5,060.00

35,552.00

5,817.00

7,611.00

1 ,021 .50

9,784.80

511,246.19

14,'138.00

67,184.56

1,991,381.26

707,951.50

65,720.00

10,621 .42

1 ,948 ,37 2 .87

31 ,825.44

316,726.98

50,066.88

129,735.78

80,011.58

458,031.20

94,500.00

32,147.88

55,325.88

7,560.00

2,370.00

500,278.21

441 ,4$2.84

1 ,091 ,281 .M
3,896,948.13

41,22219

3'16,664.76

50,510.37
'16'1,343.88

86,177.52

516,550.27

94,500.00

15,704.04

53,666.73

12,232.50

2.761.72

283,735.88

333,434.43

1,138,494.06

4,102,394 .26

100.00

926,7 45.34

193,679.34

678,927.96

171 .292.49

1E

Php 31,199,497.41 Php 27.31 3,317.73



Finrncial ses

lnbrestExpense

Docunpnhry Sbnps Expenses

Bank Chrges
Oher Financial

Php 3,460,853.16 Php

50,000.m

1m.m

4,218,082.06

16

16

Particulars 2014 2014



1

Corporate Governance

The cunent level of corporate govemance, with some areas of imprcvements, puts the
Disfict in beter position bwards realizing its purpose as envisioned by PD '198.

Contributing to the realization of the governments overarching purpose are Local Water

Districts across the archipelago. ln the rationale of Presidential Degree No. 198 (PD 198), it was
recognized that one of the pre+equrslfes fo fhe odefu and wellialanced growth of urban areas E
an effective system of local utilities, the absence of which is recognized as a detenent to econonic
growth, a hazard to ptblic heafth and an initant to the spirit and well-being of the citizenry. By PD

198, Local Water Districts were created for the purpose o'f (a) acqtinng, installing, improving,

maintaining and operating water supply and distibution systems for donestic, industial, municipal

and agicuftural uses for resldents and lands within the boundaies of such Disticts, (b) prcviding,

naintaining and operating wastewater collection, treatment and disposal facilities, and (c)

conducting such other functions and oprations incidental to water resource develqment,
utilization and disposal within such D,slrrcfs, as are neces sary or inci&ntal to sard purpose.

To actualize this vision of PD 198, it is an imperative and an underlying necessity for local
water Disfict like every organization to have its activities canied-out with sound control
environment proper risk management, appropriate confol activities, suffcient information and
communication tools and processes, and adequate monitoring mechanisms. Simply saying, the
realization of the Disficts purpose rests primarily on its sound governance. This plainly requires
that the Distict articulate its vision, mission and organizational objectives; manage its risks; and
ensure vital mechanisms like intemal contols and internal audit are in place. otheMise, the District
will face increased likelihood of materialization of risks ranging from risks associated to operational
effectiveness and efficiency to risks associated to organizational reputation and existence.

Aliculation of vision. mission and oroanizational obiectives. Fundamental to organizational
success is its foresight and articulation of a desired future state. From where the District stands
now, it must have clear statements of vision, mission and organizational objectives. Vision is a
statement of a desired future state that the District wants to attain which may be larger than and
beyond the control ofthe Distict, Mission is a statement containing the very purpose olthe Disfict.
organizational objectives, on the other hand, are specific, meaiurable, attainable, realistic and

17

Part ll:

AU DIT OBSERVATIONS AND RECOMMEN DATIONS

Every organization has its own purpose of exrstence. Some existed for gaining profit

through providing products and services while some are for humanitarian purpose. Some are

created for raking-in money to corporate coffers while some are giving for charity. Whatever the
form maybe, every organization would agree that the tue measure of success is the attainment of
the purpose of its existence and that there is no greater failure than the inability to realize the

same. This principle holds true even for the government. Like other organizatrons, the government

existed to provide for and secure the welfare of the people through its governmental and
proprietorial actjvities undertaken by its branches, departrnents, bureaus, agencies and

instrumentalities.



time-bounded statements of Disbict goals in varying levels. The articulation of these statements
has profound importance. First, these statements contain the Districts awareness of its purpose

and its cunent realities. Second, these articulations capsulize what the District intends to do and

how it will do it. Third, these will provide measures to which the Districfs performance can be

assessed. Lasty, these statements will serve as guide posts useful to the District's management

decision-making.

The artrculaton of vision, mission, and organizational objectives will provide information

that is rellective ofthe Disfict's cunent situatron, its envisioned future, the gap between this cunent
situation and the envisioned future, and what the District intends to do to address the gap. The
vision and mission statements cover the envisioned future while the organizational objectives are

declarattons of courses and measures of actions necessary to lill the gap between the Districts
cunent situation and envisioned future. As the District moves forward to its desired future state, the

articulated organizational objectives will serve as valuable management guide for operational,

tactical and strategic level decision-making and performance evaluation.

The process of articulating statemenb of vision, mission and organizational objectives

largely depends on management vis-tr-vis the operatonal complexity of the Disfict. The Disfict
can use any approach, whether top-down, boftom-up or a mixture of both, as long as the essence

of having, ownership ol and commifnent to the articulated vision, mission and organizational

objectives are embraced wholly by the Distict fom topJevel management down to every rank-and-

fle. once successfully artjculated, organizational objectives which may be strategic, tactical and

operational will now guide how the Distict will carry-out operations from within its units to the
policy-making body on a day-to-day basis to a s-year sfategic plan. From thereon, the task
becomes the acfualization of what is planned that will effectively and efficiently deliver the outputs

to neet the Distict's organizational objectives, nission, and, ultimately, [s vtsion. What makes the

execution complex is the requirement that it should be done in an efiective and efficient fashion.

Because of this requirement, Disfict management should endeavor that policies, procedures and

mechanisms like risk management, internal controls and internal audit among others, are in place.

Manaqement of isks. Risks are uncertainties that may have favorable and unfavorable
effects. These uncertainties should be managed properly in order to ensure the effective and
efiicient delivery of what is planned and, consequenty, the attainment of the Disfict's
organizational objectives, mission and vision. Othenrvise, unmanaged and, eventually, materialized
risks will have detimental effects to the District ranging from operational inefficiencies and
ineffectiveness to reputational damage. Risk management is therefore crucial.

Risk management should be integral to the Disfict's business processes and should be
observed by everyone. Handling risks should be present in planning, implementatjon, monitoring
and evaluation, and reporting phases of District programs, proiects and activities. Because of this,
it is incumbent upon the Disticts management to implement risk management replete with
processes that ensure proper identification of isks through approviate contexfualization;
adequately assess fhe identified isks; formulate nitigating actions for identified and assessed
residual isks; implement these mitigating actions; and propeiy nonitor, evaluate and repot 

.tts

implementation.
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lntemal Control Mechanisms. Another essential component that makes the District better
poised to achieve its set organizational objects, mission and vision is its internal control
mechanisms. These mechanisms are devised to plovide three-tier controls. First, it establishes
pervasive contols that reinforce the overall confol environment of the District. Second, it

strengthens controls over activities and processes of the Distict which are considered in risk

management actions of the District. Lasfly, it affords monitoring that enable the Distict to
proactively identlfy and address gaps or opportunities of improvements in its operations.

lnternal confol mechanisms include, among others, articulated District policies; confol
structures, processes and activities; and, monitoring and reporting processes designed to
guarantee adequate resource protection; effective and efficient operation; fair financial reporting;

and compliance to regulations. The presence of a well-designed and effective internal contol
mechanisms puts the District in the position wherein the likelihood of risk materialization is reduced

and gives the Distrct better chances to deliver what it intends to accomplish. lnversely, the

absence of these control mechanisms exponentially increases the possibility of risk materialization.

Along this line and with its strategic importance, we venture to look into and assess these
governance areas of the Disfict. The team queried on whether or not the Distict has articulated

vision, mission and organizational objectives. We also inquired on the processes undertaken by

District to articulate such vision, mission and organizational objectives. For the organizational

objectives, we also asked for the mechanisms employed by the Distict to ensure that such

objectives are canied-out, measured and reported. We also probed on how the District manage ib
risks and whether vital mechanisms like internal controls and internal audit are in place.

ln response, Management has provided the team with its vision: "To be the mosl cosf-

efficient, wstoner-fmused and enironment-ftiendly water seruice proider in the county.' and

mission: We commit to provide quality water 24/7 to our customers; rehabililate, devebp and
protect our watershed; optinize our available resources; adopt cost+fficient operation;

continuously improve and expand our services; train and develop competent, committed and
motivated employees; institute prognms on wastewater management; vigorously prsue NRW
reduction program; and ensure excellent se|ice that exceeds cusfomer satisfaction.' As to its
organizational objectives, Management has provided these information through ib B1D-approved
annual lnstifutional Targets. Management proffered that the Sfralegic Peiormance Management

Sysfem (SPMS), one of the personnel mechanbms required by CSC, ls employed to make surc
that targets and ohjectives are caniedout, measured and repoied.

As to risk management, managerenl pointed thd it has no Risk Management Plan though
ceftain prrcedures are applied to mitigate the probability and impact of unfoiunate events which
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lntenal Audit. Also vital to the attainment of the Disficts purpose is an internal measure

that monitors, assesses, and, eventually, lends certain degree of assurance about managements

stewardship. lntemal audit as an independent unit that reports directy to the goveming board of
the District, assesses management compliance to the governing body's directive, identifies gaps or

areas of improvements in the District's operations, and recommends appropriate remedial courses

of actions. lntemal audit complements with the work of the internal control unit and supplements

the work of the external auditor. lts functions are viewed to address problems and reduce costs

associated with agency.



may lead lo posslb/e economic /osses r'n some aspects of the Distict's operation. When asked
about the process of how it performs its risk management, management cited thal as a water utilu,
it has identified and assessed major areas of operation in the effol to respond lo poss0/e ,rsks fhaf
may affect the Distict's operation as a whole. Monitoing, controlling and reporling aspects form as
integral part of the actiities lvlanagement also claimed that it has incorporated faud and disaster
risks and provided that acts ofdrshonesly are s eiously acted by the disciplining atthority based on

Revr'sed Ru/es on Administrative Cases ln lhe Civil Seruice (RRACCS). Further, management cited
thal fire/eadhquake dills and basic life suppol trainings are conducted annually to equip the
enployees of proper behavior and response to dlsaslers.

As to whether vital mechanisms like intemal confols are in place, management answered
on the positive that it has control mechanisms explaining that as a water utility, the Disfict is
guided by policies and procedures established by LWUA. However, as a govemment entity, it
abides by the laws, policies, rulx and regulations of C1A, CSC, DBM, BlR, to nane a fw4 in the
conduct of its operation. Management also pointed the Commercial Practlces Sysfem (CPS) which

complses the prescibed systems and procedures that enable a LWD to etrectively accoLtnt for all
its transrctions, safeguard its assefs and prcmote operational efficiency. As to internal audit, the
Disfict submitted that it has none but sees the need of creating the Management SeMces Olwslon

under the Office of the General Manager where lntenal A.tdit belongs.

Assessing the submissions of the management against what were discussed above, the
District can be lauded for ib cunent level of corporate governance. However, there are some areas
needing improvements. First is on the District's risk management practice. lt should refine its risk
management process. The cunent risk management practice is mainly risk miligation. Risk
mitigation measures should be results of appropriate risk management process. Risk management
processes include identificatjon, assessment, formulation of mitigating actjons, and the

implementation and monitoring of such actions, in this particular order. Othenruise, planned or
undertaken actions will not address the Disfict's more pressing risks and will only result to
unnecessary costs. Example to suppo( this observation is the management of risks associated
with operation that result to NRW which was not presented. Second is on internal controls. As
submitted by management, the Distict has no arliculated accq.tntabilv policy but has complied
with instructions, ctwlarc, orderc, etc. The District can enhance its internal controls by articulating
policies on accountability, risk management inclusive of fraud and disaster risks, and accounting
and financial reporting among others and by crafting manuals detailing the standard operating
procedures that capture the requirements of existng laws, rules and regulations at the same time
responsive to the realities ofthe District. 0n top of this, the District should establish, when able, an
intemal control unit under the Offce of the General Manager with people of composite technical
capacities sufiicient enough to ensure the efiective functioning of the Districts internal control
measures. Third is on internal audit. The would-be set-up of the Disfict downplays the purpose

internal audit. lnternal audit as appraiser of managements stewardship should report directy to the
governing board and not to the manager. lnternal audit funclions should primarily involve
veification of compliance to the existing and established procedures and policies of the Distid and
assessnent of whether or not intemal controls are indeed fundioning effectively as designed. Like
the internal contol unit, intemal audit should also be made up of people with sufficient enough
technical capacities to ensure delivery ofthe units mandate.
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We commended the Management for its cunent level of govemance. Moving
forward, we recommended and Management agreed to refine its cunent risk management
practice; enhance its internal control mechanisms by brmal articulation of policies and
procedures, and establishment of internal control unit; and create internal audit with
apprcpriate manpower that is directly reporting to the governing board.

District Performance

2. The District's 25.81% non-revenue water of the total produc{ion falls short to the
requirement of LWUA Memorandum Circular No. 0M-'10.

Water is considered as one of the vital componenb for the thriving and continuous

development of communities. lt is essential as it is crucial that processes of production and

consumption of this resource be controlled and monibred properly. Otheruvise, the likelihood of
materializatjon of risks like unavailability of potable water at any given time at reasonable price will
increase which redounds to the detriment of everyone. Thus, sustainable measures towards the
use of water are indeed imperative.

Recognizing the need to effectively and effcienty manage the water resource, the Local

Water Utjlities Adminisfation (LWUA) requires through Memorandum Circular No. 004-10 dated

February 23, 2010 that at least 80% of the water production of water district either being pumped

or through gravity should be revenue-producing waters. Conversely, a maximum of 20% of the
water production is allowed to be non-revenue producing in consideration of some operating
requirements like water used for installation of new service connection, flushing, leak test,

disinfection, pump testing, and in support to other government agencies' operations. Needless to

say, the wisdom behind the determination of these percentages has cleady recognized the

importance of water resource sustainability parallel to the local water districts' financial viability.

During our audit, it was observed based on submitted documents that for 2015 the Distict
has pumped 4,457,160 m3 of water of which 3,322,340 m3 or 74.1S/o were accounted and billed.
These preceding figures mean that there are 25.81o/o unaccounted and non+evenue water in 2015

operation. Upon inquiry about the observation, management pointed out lhal the level of non-
revenue water was a result of the following factors: physical losses comlng from mainline and
seruice line leakages and commercial /osses due to inefficiency of water meterc, tampeing and
illegal connections.

When asked about the Districts plans/courses of actions to improve the cunent level of its
non-revenue water, management provided that ff has planned and executed sone the following:
setting limit of repat tine on leakages; conduct of foot patrol; conduct leak detection actw;
strenghen pressure management; pipe replacement; implement waler meter banking; onlime
replactment of defective water meters; se/ective replacement of old water mete,s on the field (5yrs
old and above); giving rattards to tipsters; and the creation of NRW Technical Commifree to focus
on the program implementation.
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We recommended and Management agreed to deliver the required levels of both
revenue and non-revenue waters through effective and efficient implementation of its
planned courses of actions.

Compliance with Tax Laws

3. The District was unable to present Certificate of Tax Clearance wtrich serves as proof about
the distric-t's compliance to existing hx laws, rules and regulations.

By virtue of Republic Act No. 10026 (RA 10026) which lapsed into law on March 1 1, 2010
without the signature of the President, in accordance with Article Vl, Section 27 (1) of the

Constitutjon, amendment to Section 27 (C) of the NIRC, as amended, was made and Section 289-

A was added. These sections provide that local water disticts arc exempted fiom income taxes
inposed upon corpuations, and, as suppotl for local water disticts, the amoLtnt that would have
been paid as income tax and saved by the local water district by vilue of tts exemption to the

income taxes shall be used by the local water disticl concemed for capital eqtipment expenditure
in order to expand water sevices coverage and improve water quality in order to provide safe and
clean water in the provinces, cities, and municipaf{ies. lt is also provided lhal all unpaid taxes or
any polion thercof due hom a local water distict for the peiod staling August 13, 1996 until the

effectivity date ofRA 10026 are hereby condoned by the Govemment.

Under Section 3 of RA 10026, it was provided that the Secrelary of Finance shall, upon the

reconmendation of the Cammissioner of lntemal Revenue, and upon consultation with the

appropiate govemment agencies, promulgate the necessary rulx and regulations tor the effective
implementation of the Act ln consonance to this, BIR Revenue Memorandum Circular (RMC) 68-

2012 was issued citing that the condonation is not automatic and that a local water distict must

meet certain requirements before it can avail of the tax incentives. Thus, the said Circular laid

down the procedures which include the submission of Conditional Certificate of Conformance,

Proof of its Financial Capacity, and Proof that the district has submified to Congress a program of
internal reforms in the application and for approval of condonation of tax liabilities pursuant to RA
N0.10026.

With the stringent requirement of RMC 68-2012, the envisioned condonation of tax
liabilities starting August 13, 1996 until the effectivity date of RA 10026 of local water districts did

not come to fruition. Seeing the value that condonation in RA 10026 ls necessa,y for the LWDs
with no financial capability to pay their tax liabilities and that this would help then consolidate their
resources in order to expand water seruices, inprove water quality and ensure the provision of a
reliable, secure and affordable supply of water to consume,s, Senate Bill (SB) 2518 is cunently
pursued in Congress.

Against this backdrop and awaiting the passage of SB 25'18 into lary, it is therefore
incumbent upon the district to present proof of its faithful compliance to existing tax laws, rules and
regulations. This prool ultmately in the form of Certificate of Tax Clearance, would denote that the

distict has paid or has successfully availed condonatjon of its tax liabilities specifically for those in
the period starting August 13, 1996 until the efiectivity date of RA 10026. Othenaise, the inability to

secure tax clearance would indicate possible nonrompliance with tax larrs, rules and regulations
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and would increase the chances of facing tax penalties and charges. To the writing of this
observation, the distict has yet to present its Certificate of Tax Clearance.

We recommended and Management agreed to closety engage with BIR in order to
secure Certificate of Tax Clearance. ln the event that tax charges/cases are filed against the
disfict hindering the issuance of tax clearance in its favor, we recommended and
Management also agreed that these tax charges/cases be disclosed in he Notes b the
Financial Statemenb.

lmplementation of Gender and Development (GAD)

The district is implementing the previous yea/s audit recommendations on GAD which require

the management to: assess and identify gender and development rssues rryifhln the organization
(intemal to the organization) and those of the outside stakeholders (outside the organization); establish
policies, strategies, and initiatives to address the identified gender and developnent issues whether
within or outside the organization; plan gender and developnent initiatives whether in the form of
prognms, project and activities fhat oufl,;nes sy,rerry of the agency's mandate and objectives with the
PPGD for 1995-2025 and Philippine MDGs; allocate at least 5o/o of the total budget of the agency for
the implementation of gender and development programs, project and activities for every fiscal year
either by specifrc appropiation or by attribution; formulate annual GAD Plan and Budget within the

context of the Disticl's mandate and submit the same together with the GAD Acnmpl'shment Repod
for the previous year to PCW for reviwv and endorsenent to DBM; establish pefformance indbators
which will serve as bases for evaluating gender and development programs, project and activities;
implement gender and development programs, project and Ntivities within the bounds of economy,

efficiency and effectiveness; and evaluate implemented gender and development prcgrams, project

and activities using set pertormance indicators and existing standards on gender and developnent.

Status of Suspensions, Disallowances and Charges

As of December 31 , 2015, the disallowance amounted to P3,845,075.30 and still unrecorded in

the books pending decision on its Petitron for Certiorari. No Audit Suspensions and Charges as of
December 31, 2015.
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PART III:

STATUS OF IMPLEMENTATION OF PRIOR YEARS' UNIMPLEMENTED AUDIT

RECOMMENDATIONS

Of the eight (8) prior years' audit recommendations embodied in the 2014 Annual Audit Report,

seven (7) were fully implemented and one (1) rs on the ongoing status ot implementation, as detalled

below:

OBSERVATION AND
RECOMMENDATION

REF MANAGEMENT
ACTION

STATUS OF

IMPLEMENTATION
(Full, Partial,

Ongoing or l,lot-
implerEnted)

REASON FOR
PARTIAT/T,ION.

IMPLEMENTATION

1. The effectiveness ol he Distdcts
GAD programs and activities cannot be
properly evaluated due b deficiencies in

GAD Planning procedures and he
allocation of GAD Budget below 5% of
the Disfrcts Corporate Operattng

Budget for he year.

We recomrnended and nEnagement
agreed to:

assess and ijentjry gender and

de\eloprnent issues wihin fie
oryanization (intemal b he
organization) and those ol tle outside

stakeholders (outside he
organ tzation );

establish policies, stmtegies, and

initiatives to address he identified
gender and development issues

wheher witrin or outside he
organ izalion ;

t plan gender and detrclopment

initiatives whefrer in fie form of
programs, prolect and activities trat
outinos synergy of fte agencls
rnandate and obpctives wih he
PPGD for 1995-2025 and Philippine

MDGs;

iv. allocate at least 5% ol he total

budget of he agency for th6

implementatjon ol gender and

development ppograms, project and

activities lor e\€ry fiscal year eiher
by specilic appropnaUon or by
attribution;

v. lormulate annual GAD Plan and

2014
AAR

i. During he
preparation ol 2015
GAD Plans and

Budset (GPB),

menbers of Pol. WD

GAD Focal Point
System {executive
and bdlnical
committee)
assessed and

identifed GAD
issues of its intemal

and exbmal clients
before it was
included in its GAD

Plans and Budget
(GPB)for tre year.

ii. The District also
initiated and

established
sfat€gies to
effectively address

he identned GAD

intemal and extemal
issues rehlive to
gender and
de\€loprnent

iii. Pol. WD's GAD

identified programs,
prcjects and

actvities ouuined
the synergy of he
Districts mandate

and objectives on

water, sanitaton and

enMmnment which
is also aligned wifr
he PPGD for 1995-

2025 and Philippine

Fully lnrplemented
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OBSERVATION AND

RECOMMENDATION

MANAGEMENT

ACTION

STATUS OF
IMPLEMENTATION

(Full, Partial,
Ongoing or !lot-

implemented)

REASON FOR

PARTIAL'NON.
IMPLEMENTATION

Budget within he mntext of he
Districts mandate and submit the

same togeher with he GAD

Accomplishment Report for the
previous year to PCW for review and

endorsementto DBM;

vi. establish performance indicators

which will serve as bases for

evaluating gender and developrnent
programs, project and activities;

vii. implement gender and development
programs, prolect and activities wihin
the bounds of economy, efficiency

and effectiveness; and

viii. evaluate implemented gender and

development programs, project and

actrvities using set performance

indicators and existtng standards on

gender and development.

MDG's.

iv. Pol. \A/D
increased its GAD
budget from
P5SS,000 to

P4,188,000 in 2015

which represents

5olo of he total

agency budget for
the year.

lmplementation of
epansion projects

to areas not yet

served by he WD

and rehabilitation of
pipelines to inprove
water services to

low pressure areas

were attributed to

GAD budget for the
year.

v. Relative to the

submission of Pol-

WD's GPB's and

Accomplishment
Report to the

Philippine

Commission on

Women (PCW),

PCW has issued

Memonandum

Circular No. 2015{3
dated May 19, 2015:

GuirCeline on the

Review and
Endorsement of
Water District

Annual Gender and

Development Plans

and Budgets.

Accomplishment

Report of its

activities for the
Natronal Women's

Month Celebratton

2A15 has been

submifted and

received by the

PCW.
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OBSERVATION AND

RECOMMENDATION

MAiIAGEMENT
ACTION

STATUS OF
IMPLEMENTATIOI,I

(Full, Partial,
Ongoing or llot-

implemented)

REASON FOR
PARTIAUNON-

IMPLEMET,ITATION

Copy of fE Districts
GAD Phns and

Budget for 2015 and

2016 will be sent to

LWUA bgeher witr
its Acconplishrnent
Report for 2015.

vi. Perlormance
indicator for eactr

GAD program is

included in he
preparatjon ol Pol.

WO 2015 GAD
Plans and Budget
(GPB). lt will be
used as bases for
evaluating

inplemented GAD
activitios and
programs.

vii. Being awarB that
GAD activities and
prcgrams are

subject to COA

audit, elrenses
incuned are wihin
the bounds of
emnomy, efficiency
and efiectiveness.

viii. Evaluaton ol
GAO progmms and

activities are

conducted as soon

as it is conplebd.
The evaluations
sheets ol acwities
conducted are
available on file.

2. The FY 2013 Budget ol he agency

was not in accordance wih DBM

Coporate Budget Memorandum I'lo. 33

dated Decenber 29, 2011 and without

due consideration b he Philippine
Developrnent Phn (PDP), FYs 2011-

2016 which resulted to a \,veak linkage

between developnent planning and

budgetjng as indicated by he absence

2013
AAR

PWD budget is

prepared using the

shndard fonnat of
LWUA including

their performance
paramelers. PDP

has alrerdy been

cascaded to LWDs

by LWUA and the

Fully lnplemented
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OBSERVATION AND

RECOMMENDATION

REF MANAGEMENT

ACTtOI'l

STATUS OF
IMPLEMET{TATION

(Full, Partial,
Ongoing or l{ot-

implemented)

REASON FOR

PARTIAUNON-
IMPLEMENTATION

of (a) data and reports statistjcs against
perlormance hrgets; (b) erficient and
value for money in spending its

resources to fulfil he Presiients Social
Contract and focus on he 5 Key

Results Areas (KRAS) as laid out in

Executive Order (E.0.) No 43, s. 201 1;

(c) ProgramdActivitieg Pro,ects (PAPS)

wih mnesponding budget estmates to

align witr freir Malor Final OuFub
(MFos).

We recommended and rnanagernent

agreed to prepare its FY 20'14 Budget

on fis basis of oBM Corporate Budget

Mernorandum No. 34 dated Decenber
28,2012 or he Policy Guidelines and

Proc€dures in tre Preparation and

Submission of the FY 2014 Budget

Proposals to strengthen he linkage

behrcen devel@rnent planning and

budgeting and lor he COA to be able

to rnonitor and e\raluate the accuracy ol
deparfnentyagencies' reported

perlormance against its approved

targets wih due mnsidenation to he
elficient irplenrentatlon ol PAPs hat
are aligned with MFOS, KRAS, and

sector outcornes in he PDP Results

Mafices.

sarne haw b€en
incoporated in our
instltrtional targeb
to whifi our MFOS

and KRAS are

aligned based on

he IATF fornnt.

3. Managern€nts assertion on

ownership lor frree (3) Rrnp Stations

and Reservoir cannot be established

due to he Ssence ol a TonEns Trte
dralvn ln its fa\or oler fie hnd where

hese stations u/ere constxcted which

is not in accordance wih Seclion 49.

Article 11 of he GAAM and rnay result

to risk of losses on h6 part of tle
go\emrnent Moreo\€r, he recording ol
lhese hnd o\€ctated the Property,

Plant and Equiprnent (Land) account by

P410,03'1.78

We recomrnended and nnnagement
agreed to give preferential attention on

he titling of lands and secule other
docurnents evidencing its o\,vnership to

pre\rent possible losses of golemrnent
property. Exert extra efforl to secure

tire needed dodrnents required to

2013
AqR

The rnanagernent is

securing he
ownership ol the
sdject Pury
Stalions.

Secured lot tite of
PS6. PS7 is on-
going negotiation

with he preMous

owner. PS5 is on-
going negotiation
wih DARBC.

lt

On{oing



OBSERVATION ANO

RECOMMENDATION

REF MANAGEMEiTI
ACTION

STATUS OF
IMPLEMENIATION

(Full, Partial,
Ongoing or l,l,ot-

imphmented)

REASON FOR
PARTTAL/ilOl'l-

IMPLEMENTATION

facilitate transfer of owr]ership
4. The uncerhinty in he colleclion of
long o\€rdue recei\rables fmm

concessionaires arnountng to
Pl4,'159,681.27 ranging from 1 year to
more han one year misrepresenEd he
real valuatjon of agencys c rent assets

as of yearend.

We remmrnended and rnanagernent
agreed to (a) intensily he collections of
hese accounts; (b) establish an

updated subsidiaries of individual

custorners and set up an ageing of
acmunts receivable trom one year and

aborc; (c) selup a remd of individual

accounts receivable wherein which

ro@very or mllechbility is no longer
probable and (d) lor accounts wtrose

collectability is already nil, request for
write-off to he Commission On Audit as
per Section 19 of he Rules and

Reguhtions of Setternent ol Accounts

and Rule Vl, S€ction 4 ol he 2009

Revised Rules of Procedures of the

COA, as afiEnded by COA Reolution
No. 2012{0'1 celed Marc/it 22,2012.

2013
AAR

Efforts were rnade to

inprove mllection
efficiency. At the
same urne,

reconciliation of
balances was rnade.

Request for writo-off
was made.

Fully lnplemented

5. Lapses in adopting sound int€mal

confol procedures and practices in the

rnanagement of inventories established

opportunites for losses of govemrnent
property due to fr€ agencys failure to
establish adequate storeroom facilities

and selup clearly delined policies on

segregaton of duties handling its

invenbries.

Ws remmrnend€d ard rnanagerTEnt

agreed to install a sound inbmal control

system on he rnanagenEnt of its

invenbries to eliminate rnabrial
misstaternents of accountjng

infonnation, ensure appropriate

segregation of dutres and adequate
provisions for sategua rding assets.

2013
AAR

Th6 Disbict has

established new
Management
lnformation System
designed to

enhance control

over Inventory.

The District has also
renovated its

storage room.

FurtEr, the Disfict
has also segr€gated
inconpatble duties.

Fully lrplernentsd

6. The Prcperty, Plant and Equipnrent

accounts totaling P31,607,272.94 is not

supported witr subsidiary ledgers, a

conplete Reporl on he Physical Count

of Proporty, Phnt and Equipment
(RPCPPE) and updaH Property Cards

2012

AAR
Actual physical

count of PPE

conduclod phaso by
phase. As of
Decenber 31, 20'14

records of PPE

Fully lnplemented
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OBSERVATION AND
RECOMMENDATION

REF MANAGEMEI,TT

ACTION

STATUS OF

IMPLEMENTATION
(Full, Partial,

Ongoing or l,loh
implemented)

REASON FOR
PARTIAUNON.

IMPLEMENTATION

in he Property Division contrary to Par.

XJL#, ffi111*!"fl,:,':#
Govemrnenlowned and/or controlled
Coporations (GOCCS), Section 114 of

PD 1445, Seclions 43 and 66 ol the

New Go\€mrnent Accountlng Sysbm
(NGAS) Manual, Volurnes l, and ll,

respectively.

liloreoler, the Notes to Financial

Statements did not disclose, for each

class ol Property, Plant and Equiprnent

ac@unt, a reconciliation of he carrying

arnount at the beginning and end of the
period in accordance with lntemational

Public Sector Accounting Sbndards
(IPSAS) 17, as drawn from IAS 16.

We recommend hat managernent
should require the Prope(y Offcer to

conduct actual physical count of PPE

and prepare he reporl in tE prescribed

form in the NGAS Manual. i/oreo\er,
he property unit should be required to
prepare and rnaintain an updated

Property Cards as basis ol
reconciliation to ensurB the \€racity of
the balances.

under eadr Punp
stations urere

already updated and

remnciled with the
General Ledger.

Property Cards are

no bnger utilized

instead a

conpu terized

updated record of
PPE is maintained

and available upon

request.

7. The uncerbinty in he collection of

long o\'€rdue rBcoivables arnountjng to

P7,900,786.65 ranging from 5 years

and above grossly misrepresenEd tte
real valuation of agencys cunent assets

as of year€nd and with due disregaru

to he provisions of COA Circular 97-

001 Gted February 5, '1997.

We recomrnendod and rnanagernent

agreed to document he collection

efforts rnade for a period of rnore than

five years and request from the

Commission on Audit lor he writtng{ft
ol worthless receivables fiom he books

of accounts and conply he necessary

supporting docurnents to prove tEt
collection is nil to be able conect

misstatenrent of asset in the fnancial
staternents prescribed under COA

Circular Nos. 97{01 and 93-404.

2012
A,qR

Efforts were made to
irprcve collection
effici€ncy. At tle
sarne tme,
reconciliation of
balances was made.

Request for writeoff
was nude.

Fully lmplemented

8. Various unserviceable properties 2012 Reconciliation ol Fully lmplemented
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OBSERVATION AND
RECOMMENDATION

REF MANAGEMENT
ACTION

STATUS OF
IMPLEMENTATloN

(Full, Parlial,
Ongoing or l,lot-

implemented)

REASON FOR
PARTIAL/NON.

IMPLEMENTATION

costing P584,758.62 \,vere reported as
unserviceable, howe\€r no ln\entory
and Ineectjon Report was prcpared by
the Properly Officer and no action was
taken by he Disposal Committee, hus,
disposal muld not be facilitated as

required under Section 502, Volume l,

of he Ciowmment Accounting and

Auditing Manual (GAAlVl).

We recommended and managenent
agreed to corply and b e&edite he
appraisal and undertake imrnediate
disposal of he uns€rviceable properties

to prevent further delerioratbn and loss
ol value ol the assets as mandated

under Secton 502, Volume lof GAAM.

AAR records was nude

Portion of
un serviceable
properlies was
alrerdy disposed on
2012.

Necessary adjusting
enfies nere made
to take up the
disposal.
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