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1. Pursuant to Section 2, Article IX-D of the Constitution of the Philippines and Section 43
of the Government Auditing Code of the Philippines (PD No. 1445), we have audited the accounts
and operations of the Department of Labor and Employment, Regional Office (DOLE-RO) No. V,
Legazpi City, for the period ended December 31, 2017. 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.

2. The audit was conducted to (a) venify 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.

3. The Agency’s financial conditions, results of operations and cash flows as of December
31, 2017 are shown in the attached audited financial statements (4nnexes A-(7).

4. Deficiencies observed in the course of the audit were earlier communicated through Audit
Observations Memoranda (AOMs) and discussed with concemed DOLE-RO V officials and
employees in an exit conference conducted on April 13, 2018. Their comments were incorporated
in this Management Letter, where appropriate. The significant audit observations and the
recommendations shall be incorporated in the Consolidated Annual Audit Report (CAAR) of
DOLE for CY 2017.



A. INTRODUCTION

Agency’s Mandate

5. The DOLE promotes gainful employment opportunities and optimizes the development
and utilization of the country’s manpower resources, advances the welfare of workers by providing
just and humane conditions and terms of employment, and maintains industrial peace by promoting
harmonious, equitable and stable employment relations.

6. The Department consists of the Office of the Secretary, 7 bureaus, 6 services, 12 attached
agencies, 36 overseas offices and 16 regional offices, one of which is DOLE-RO V.

Personnel Complement

7. For CY 2017, DOLE-RO V was ably headed by OIC-Regional Director Atty. Ma. Karina
P. Trayvilla but upon her transfer to the Bureau of Workers with Special Concerns (BWSC) in
DOLE Central Office effective September 4, 2017, Assistant Regional Director Rovelinda A. dela
Rosa acted as the OIC-Regional Director until the assumption of Director Exequiel R. Sarcauga,
CESO 11 as the Regional Director effective November 16,2017. There were 77 plantilla positions,
of which 72 were filled up, four remained unfilled and one item was abolished during the previous
year under audit.

Financial Profile

8. The RO’s financial condition, results of operations, and sources and uses of funds for CY
2017 are presented below:

Particulars l CY 2017
A. Financial Position
Assets 225,638,090.83
Liabilities - - o 114,779,939 .45
Accumulated Surplus 110,858,151.38
B. Sources of Funds
Service and Business Income 3,632,590.00
SING 329,893,694 .35
Total Income 333,526,284.35
C. Application of Funds
Personal Scrvices 50,136,475.40
MOOE 245,200,061.54
Non-Cash Expenscs 1,684,311.58
Total Expenses 297,020,848.52
Excess of Income over Expenses 36,505,435.83
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B. SUMMARY OF RECOMMENDATIONS

9. For the significant deficiencies observed in the course of the audit, we recommended that

Management:

I - Financial and Compliance

a. Cash in Bank - Local Currency

Strictly require the Accountant ITI to promptly and regularly reconcile all the bank
accounts with the accounting records and submit the same monthly to the Office
of the Auditor to ascertain the cash balances;

Write the depository bank for prompt delivery of bank statements; and
Coordinate with the depository bank regarding on-line service facilities where
electronic bank transactions can be downloaded anytime.

b. Inter-Agency Receivables Other Receivables - Due from LGUs Due from NGOs POs

Require the Accountant ITT to check whether the LGUs with completed projects that
were sent demand letters are included among the liquidation reports submitted to
them so that settlement of their long outstanding balances can already be reflected
in the books of accounts.

Identify the LGUs with completed projects as at December 31, 2017, particularly
those with long overdue fund transfers, particularly the prior years’ unliquidated
balances and send demand letters to require the concerned officials of these LGUs
for the immediate settlement of their accounts with DOLE RO V by submitting the
liquidation reports and refunding the unutilized balances of these completed
projects, if any.

Make an assessment of the Due from NGOs/POs accounts to determine whether
these accounts can already be requested for write off.

¢. Advances to Officers and Employees Special Disbursing Officers

Enforce the immediate settlement of the unliquidated cash advances granted to all
concemed DOLE RO V officials and employees/SDOs, otherwise, cause the
withholding of their salaries pursuant to Section 5.1.3 of COA Circular No. 97-002.
Henceforth, ensure that all cash advances of this nature are fully liquidated at the
end of the year pursuant to Section 5.8 of COA Circular No. 97-002.

Implement policy that no additional cash advance shall be allowed to any official
or employee unless the previous cash advance given to him is first settled or a
proper accounting thereof is made as provided for in Section 89 of PD 1445 and in
Section 4.1.2 of COA Circular No. 97-002; and

Ensure that liquidation of cash advances i1s within the prescribed period and that
they are fully and not partially liquidated.
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Cash Advance for TUPAD

e Require the immediate liquidation of said cash advance pursuant to Section 5.1.3
of COA Circular No. 97-002; and

o Direct the SDO never to deposit cash advances to his/her personal account or to the
account of other SDO and return the unused cash advances immediately.

Total Accumulated Cash Advances of SDOs exceeds the maximum cash

accountabilities

e Adhere strictly to the abovementioned provisions and other related laws, rules and
regulations in granting and utilization of cash advances;

¢ Stop the granting of cash advances to Special Disbursing Officers with
unliquidated balances to avoid the accumulation of the balances of the account and;

e Ensure that the total cash advances of each Special Disbursing Officers do not
exceed the maximum cash accountability.

d. Property, Plant and Fquipment

Land — Purchased two parcels of land

o Expedite the essential activities like accurate measurement and timely recognition
of property, plant and equipment to ensure that all PPEs are actually existing,
accounted for; and are properly valued and recorded:

e Immediately recognize/book up the unrecorded purchased two parcels of land to
fairly present the property, plant and equipment account, in compliance to Sections
3 and 5, Chapter 10 of the Government Accounting Manual (GAM) Volume 1.

Land — Donated one parcel of land

o Expedite the essential activities like accurate measurement and timely recognition
of property, plant and equipment to ensure that all PPEs are actually existing,
accounted for; and are properly valued and recorded; and

e Immediately recognize/book up the unrecorded donated parcel of land to fairly
present the PPE and Other Deferred Credits accounts, in compliance to 3, 5. 11 and
13, Chapter 10 of the Government Accounting Manual (GAM) Volume 1.

Submission of RPCPPE

e Require the Supply Officer to submit the RPCPPE as at December 31, 2017 as
required in the GAM;

e Require the Inventory Officer/Committee to conduct physical count of PPE
annually and prepare the RPCPPE by type of PPE as of a given date;

e Require the Supply Officer to reconcile the RPCPPE with the Property, Plant and
Equipment Ledger Card (PPLC) and Property Card (PC) maintained by the
Accounting Unit and the Supply Unit, respectively; and

e Require the Supply Officer to submit the RPCPPE to the COA Auditor concerned
not later than January 31 of each year, as required in the GAM.



e. Inter-Agency Payables -- Due to BIR

[ 2

Require the concerned personnel to immediately remit the taxes withheld to avoid
penalties and surcharges: and

Strictly adhere to the revenue regulations govemning timely and regular remittances
of taxes withheld.

1. Submission of RCIs, paid DVs

Require the Accountant III to immediately submit the RCls, paid DVs and
supporting documents pursuant to Section 7.1.1 and 7.2.1(a) of COA Circular No.
2009-006 dated September 15, 2009.

Require the Accountant 111 to coordinate with the Cashier Il to ensure the prompt
submission of the RCls, paid DVs and supporting documents.

Require the Accountant Il to install measures that will facilitate the timely
submission of the RCIs, paid DVs and supporting documents within the first 10
days of the ensuing month as required under Section 7.1.1 and 7.2.1(a) of COA
Circular No. 2009-006 dated September 15, 2009.

¢ Submission of Financial Statements, Trial Balances and Other I'inancial Reports

Require the Accountant III to immediately submit the financial statements, trial
balances and other financial reports for the Quarters ending March 31, 2017, June
30, 2017 and September 30, 2017.

Direct the Accountant III to explain in writing her failure to submit the required
financial reports

1 - VALUE FOR MONEY
h. DKSKs

Ensure that feedbacks are sufficiently gathered from the beneficiaries of its various
KABUHAYAN projects/undertakings, so that reliable assurance on the
effectiveness of livelihood assistance and the sustainability of these livelihood
projects/undertakings can be established.



C. DETAILED OBSERVATIONS AND RECOMMENDATIONS

FINANCIAL AND COMPLIANCE

Cash in Bank-l.ocal Currency

The accuracy of the Cash in Bank-Local Currency with an aggregate amount of
P17,955,627.78 could not be ascertained due to the non-submission of the Monthly Bank
Reconciliation Statements, contrary to Section 74 of PD 1445,

10. Section 74 of PD 1445 requires that at the close of each month, depositories shall report to
the agency head, in such form as he may direct, the condition of the agency account standing on
their books. The head of the agency shall see to it that a reconciliation is made between the balance
shown in the reports and the balance found in the books of the agency.

11 Our review of the Agency’s Cash in Bank accounts for All Funds disclosed the following:
Account Name Amount
Cash in Bank-Local Currency 8,375,190.75
Cash m Bank-Local Currency, DBP 7.778.937 63
Cash in Bank-Local Currencvy 596,253.12
Cash —Treasurv/Agencey Deposit. Regular 2.227,155.48

12. We noted further that in the reported Inventory of Bank Accounts, DOLE Regional Office
No. V maintains eight (8) bank accounts and all of them are active, viz:

Name of Account Account No. Purpose of Status
Bank Name maintaining A-Active
Account D-Dormant
1 | LBP-Legazp1 | DOLE-ROS 2013-9033-47 | MDS Regular A
2 | LBP-Legazpr | DOLE-RO3 2013-9033-35 | Accounts Pavable A
3 | I.BP-Legazpi | DOLE ROV 0132-0200-35 | SPES Pavroll A
SPES
4 [ LBP-Legazpi | DOLE ROV 0131-1127-34 | Unclaimed SAI3 A
5 | LBP-Legazpr | DOLE V 0131-2864-65 | BIR Tax A
(EFPS)
6 | DBP-Legazpi | DOLE Trust 061>- Small Money Claims A
Fund 005824080
7 | LBP-Pih DOLE-BRW 2702-102793 | SAP Funds A
8 | LBP-Legazpi | DOLENARS | 0132-1055-53 | NARS Program | A

13, We observed that as of this writing, the Agency lagged behind in the preparation and
submission of the bank reconciliation statements from January to August 2017 for the following
bank accounts, as required, viz:
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Name of Account Account No. Latest Bank |  Date
Bank Name Reconciliation Received
Statement

1 | LBP-Legazpt | DOLE-RO5> 2013-9033-47 None None

2 | LBP-Legazpi | DOLE-RO5 2013-9033-53 None None

3 | LBP-Legazp1 | DOLE ROV 0132-0200-35 None None

SPES

4 | LBP- DOLE ROV 0131-1127-34 None None
Legazpi

5 | LBP- DOLEV 0131-2864-65 None None
Legazpi (EFPS)

6 | DBP- DOLE Trust 0615- None None
Legazpi Fund 005824080 o -

7 | LBP-Pili DOLE-BRW 2702-102793 None None

8 | LBP- DOLE 0132-1055-53 None None
Legazpi NARS

14. Our inquiry with the Accountant I disclosed that the bank statements were not promptly
furnished by the depository bank. Hence, the bank reconciliation statements were not prepared
and submitted to the COA Audit Team on a timely basis.

15. We reiterate that the timely preparation of the bank reconciliation statement is a vital
activity in ensuring that all cash receipts and cash disbursements are actually existing and properly
accounted for.

16. In view of the foregoing, the reliability of the recorded cash in the bank —local currency
with an aggregate amount of 17,955,627.78 could not be ascertained.

17. We recommended that Management:

a. Strictly require the Accountant III to promptly and regularly reconcile all the
bank accounts with the accounting records and submit the same monthly to the
Office of the Auditor to ascertain the cash balances;

b. Write the depository bank for prompt delivery of bank statements; and

c. Coordinate with the depository bank regarding on-line service facilities where
electronic bank transactions can be downloaded anytime.

18. In his letter reply dated April 4, 2018 received by the Audit Team on April 12, 2018,
Director Exequiel R. Sarcauga, CESO 111 stated the following:

a. A bank reconciliation for the Trust Fund Account was submitted last February 1, 2018
(Jan. Dec. 2017) and Cash in Bank-LCCA last February 26, 2018, thus, reliability of
the Cash in Bank-LCCA could be ascertained.

b. Attached is our letter to the Land Bank of the Philippines requesting for the Bank
Statement for both the MDS and A/P Account for the period covered Jan.-Dec. 2017,
but until now, only the Jan. 2017 Bank Statement for AP Account has been received
by our Agency.



19. The Bank Reconciliation Statements (BRS) for the Trust Fund for the months of
January to December 2017 were submitted to the Audit Team on February 1, 2018.

20. As to the BRS for the Cash in Bank-LCCA for the months of January to December
31,2017, the Audit Team did not received any. Instead, we received the Schedule of Cash in
Bank-LCCA for the months of January to December 2017 on February 26, 2018. The
reliability of the Cash in Bank — LCCA can only be ascertained by verifying the Monthly
BRS and reconciling the same with the accounting records.

21. During the exit conference, the Audit Team requested to be furnished with a copy of
the letter to the Land Bank of the Philippines requesting for the BRS for both the MDS and
A/P Account for the period January to December 2017 to which Management agreed to do.

Inter-Agency Receivables Other Receivables
Due from LGUs Due from NGOs POs

Out of the P176,989,666.04 unliquidated fund transfers to various LGUs and NGOs/POs as
of December 31, 2017, P88,304,225.95 or 49.89 per cent remained outstanding for more than
six (6) months to over three (3) years due to the failure of Management to strictly enforce
liquidation contrary to Sections 4.3 and 4.6 of COA Circular No. 94-013 dated December 13,
1994; Section 5.4 of COA Circular No. 2007-001 dated October 25, 2007; and the terms and
conditions provided for in the Memorandum of Agreement (MOA), pursuant to DOLE
Department Order No. 173, series of 2017.

22. The following pertinent provisions of COA Circular No. 94-013 dated December 31, 1994
, which provides for the rules and regulations on the grant, utilization and hquidation of funds
transferred to implementing agencies, are presented for easy reference:

» “Section 4.3 - The fund to be transferred or sub-allotted to the Implementing
Agency (IA) shall be (a) in an amount sufficient for three months operation
subject to replenishment upon submission of the reports of disbursements by the
IA, or (b) the total project cost, as may be determined by the Heads of the two
agencies in either case.

» Section 4.6 - Within ten (10) days afier the end of each month end of the agreed
period for the Project, the IA shall submit the Report of Checks Issued (RCI) and
the Report of Disbursement (RD) to report the utilization of the finds. Only actual
project expenses shall be reported. The reports shall be approved by the Head of
the Implementing Agency.”

23. Likewise, Section 5.4 of COA Circular No. 2007-001 requires that within sixty (60) days
after the completion of the project, the National Government Organization/People’s Organization
(NGO/PO) shall submit the final Fund Utilization Report certified by its Accountant and approved
by its President/Chairman to the GO authorized representative, list of beneficiaries with their



acceptance/acknowledgement of the project funds/goods/services received. The validity of these
documents shall be verified by the internal auditor or equivalent official of the GO and shall be
the basis of the GO in recording the fund utilization/expenses in its books of accounts.

24. Under DOLE Department Order (DO) No. 173 series of 2017, the Revised Guidelines in
the implementation of the DOLE Integrated Livelihood Programs (DILEEP) seeks to contribute
to poverty reduction and reduce vulnerability to risks of the poor, vulnerable, and marginalized
workers by: A. Ensuring easy access of beneficiaries to KABUHAYAN and TUPAD; B.
Prescribing clear standards, transparent procedures for availment of and release of funds, reporting
and monitoring, and evaluation of the program; C. Ensuring the accountabilities of the Accredited
Co-Partners and beneficiaries and of the Regional Directors for all project funds releases; and D.
Adopting, as applicable, a convergent approach in the delivery of programs and services of
government agencies and private organizations to effectively assist and provide complete support
to the program. It has two component programs, namely: (1) KABUHAY AN program; and (2)
Tulong Panghanapbuhay sa Ating Disadvantage Displaced Workers or TUPAD. In line with the
DILEEP, DOLE RO V entered into a memorandum of Agreement (MOA) represented by the
Regional Director referred to as the DOLE with some qualified Local Government Units (LGUs)
and NGOs/POs referred to as the proponents. The MOA provides, among others, that:

“The DOLE shall provide the fund assistance for the working capital of the PROPONENT
of the approved project 10 be used exclusively for the implementation of the project. Funding
assistance may be released in full or in tranches depending on the nature and the need of the

project.  For releases in tranches, schedule and amount shall be in accordance with related
provisions in COA Circular 2007-001.

The proponent shall implement the approved livelihood project in accordance with the
approved project objectives, standards, systems and procedures for project implementation, time
schedule and the project cost estimates.”

25. Moreover, the parties to the MOA agree to bind themselves, among others, to the following
terms and conditions:

The DOLE/-RO shall:

a.  Monitor and inspect the project implementation together with the proponent ACP on a
periodic basis; verify the financial records and reports of the PROPONENT;

b. Adhere to the accounting and auditing requirements of fund transfers to the Proponent
per COA Circular 2007-001 and 2012-001 such as, among others, maintenance of
subsidiary ledger of cash transferred pertaining to the project, drawing Journal
Vouchers to take up financial reports of the PROPONENT as well as taking up
liquidation and COA CSBs 1ssued;

c. Demand the refund of unused funds or savings after project implementation and the
refund of any disallowed amount as a result of financial audit by DOLE and/or the
Commission on Audit, as well as issue Official Receipt (OR) for unexpended balance
and the refunded disallowance remitted by the PROPONENT ACP;
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26.

27.

d.

Institute appropriate action against the PROPONENT ACP which may include, among
others, suspension or termination of the project in case of violation of the provisions of
this MOA and/or legal action for misuse of approved or released funds, the legal costs
of which shall be shouldered by the PROPONENT ACP.

The Proponent/grantee shall:

a.

b.

Return to DOLE any unused funds or savings upon completion of the project for the
visitorial audit and examination of the DOLE and/or COA authorized representative/s;
Keep and maintain separate Account and financial records/subsidiary records for funds
received from DOLE in accordance with generally accepted accounting principles.
Funds shall not be mingled with other funds owned and controlled by the
PROPONENT-ACP;

Keep and maintain separate Account and financial records/subsidiary records for funds
received from DOLE in accordance with generally accepted accounting principles.
Funds shall not be mingled with other funds owned and controlled by the
PROPONENT-ACP;

Monitor the projects and submit regular quarterly and annual progress report to DOLE
PO/FO.

As of December 31, 2017, the reported balances of Due from LGUs and Due from
NGOs/POs accounts amounted to P174,281,672.50 and P2,707,993 .54, respectively, or a total of
P176,989,666.04. Aging of the accounts disclosed that out of the total balances as at year-end,
P88,304,225.95 or 49.89 per cent remained outstanding for six (6) months to more than three (3)
years, summarized as follows:

Aging of Unliquidated Fund Transfers (Livelihood Grants) to LGUs and NGOs/POs

; 1n Philippine Pes
Account Bakince 12/31/17} (n Philippine Peso)

i Below 6 months] 6 months o1 | 1yeartoless |2 years to less © 3 years and i
i y . TOTAL | %
year than 2 years than 3 years over +
) SR a 1. h e d e f | gmcrdredt R

Due from LUy 17428167 Rul BRORSAH0.09) 2719562333 1 16191205.66 | 1614954 91 . 26.036.858 31 KSN96232 41 0 A911%
e from NGOs POs 2.7 12707993 54 2707993 1000,
TOTAL 27,195,623.33 | 16,194205.66 | 16,149,544.91 ' 28,764,852.05 | 88,304,225.95 49.89%
Per cent (%) 100.00% ! 50.11% 15.37% 9.15% 9.12% | 16.25% 49.89%

The status of liquidation of funds transferred to LGUs and NGOs/POs in prior years and
during CY 2017, as of December 31, 2017 1s presented below:



Particulars

Status of Liquidation of Fund Transfers (Livelihood Grants) to LGUs and NGOs POs
(In Philippine Peso)

Due From LGLs Due From NGOs POs Total
Cash Advances
PY 70.556.266.34 2.707.903.34 §2.264.230.88
Y 115.881.063.42 115.881.0653 42
Total 195437329.76 2707.993.54 198.145323.30
Liquidation Settlement (including refunds and adjustment)
PY 21155658726 - 2118263726
Y -
Total 21.155,657.26 21.158.657.26
Unliquidated Cash Advances
PY £8.400.609.08 2.707.993.54 61.108.602.62
(G 115.881.063.42 112.881.065 42
Total 174281.672.50 2.707993.54 176.989.666.04
Percentage of Liquidation
PY 26.599%¢ 0.00% 28720
(@Y 0.00%0 0.00%¢

28.

It can be gleaned from the above table that the fund transfers to LGUs for prior years were

liquidated by only 26.59 per cent as at year end, compared to last year’s 40.82 percent or a decrease
of 14.23 per cent. Moreover, we noted that the liquidation for current year’s fund transfers is zero
per cent, over last year’s 1.30 per cent or a decrease of 1.30 per cent. Likewise, there was no
liquidation as at year-end for the prior years’ remaining balance of the fund transfers to NGOs/POs
amounting to P2,707,993.54.

29.

Relative thereto, our perusal of the reported Inventory of Unliquidated Livelihood Grants

to LGUs as of December 31, 2017 disclosed the prior years’ unliquidated balances totaling

P58,400,609.08 consists of the following:
Year Released Grants Liquidation Balance
2006 276.601 60 - 276.601.60
2008 988.000.00 646.740.50 341.259.50
2009 875.650.00 38284300 392.807.00
2010-2011 167.400.00 167.300.00 100.00
2013 5.750.000.00 599.000.00 5.151.000.00
2014 30.334.368.60 10.539.278.19 19.795.090.41
2015 20.305.900.50 4.156.355.59 16.149.544.91
2016 20.858.345.64 4.664.139.98 16.194.205.66
Total 79.556,266.34 21,155,657.26 58,400,609.08

30.

Based on the data above, we noted that as of December 31, 2017, the unliquidated fund

transfers to LGUs for prior years were granted from CY 2006 to CY 2016 and has been outstanding
for the past 11 years to one year.




31.

Likewise, our scrutiny of the reported Inventory of Unliquidated Livelihood Grants to
NGOs/POs as of December 31, 2017 disclosed that the prior years’ unliquidated balances totaling

P2,707,993.54 consists of the following:

Year Released Grants Liquidation Balance

2002 153.400.00 - 152.400.00
2003 99.450.00 99.420.00
2004 10.287.00 - 10.287.00
200" §79.218.00 397.694.45 481.523.55
2008 2.284.041.50 1.028.807.94 1,255 23356
2009 1.139.203.00 S11.103.57 628.099.13
2011 495.824.00 445.824.00 50.000.00
2012 139.000.00 139.000.00 -

2014 115.000.00 §5.000.00 30.000.00
Total 5,315,423.50 2,607.429.96 2.707,993.54

32. Based on the data above, we noted that as of December 31, 2017, the unliquidated fund
transfers to NGOs/POs for prior years were granted from CY 2002 to CY 2014 and has been
outstanding for the past 15 years to three years.

33. We have noted that demand letters were sent to eight LGUs with completed projects in CY
2017. However, we cannot determine whether these LGUs have already submitted their
liquidation reports.

34 Upon inquiry, the Accountant I informed the Audit Team that she still has to check
whether the LGUs with completed projects that were sent demand letters are included among the
liquidation reports submitted to them.

35. In view of the foregoing, we would like to reiterate the strict compliance to the rules and
regulations on the granting, utilization and liquidation of fund transfers to implementing agencies,
e.g. LGUs and NGOs/POs, to minimize, if not totally eradicate the enormous outstanding balance
of P176,989,666.04 as at year-end.

36. We recommended that Management:

a. Require the Accountant I1I to check whether the LGUs with completed projects
that were sent demand letters are included among the liquidation reports
submitted to them so that settlement of their long outstanding balances can
already be reflected in the books of accounts.

b. Identify the LGUs with completed projects as at December 31, 2017, particularly
those with long overdue fund transfers, particularly the prior years’ unliquidated
balances and send demand letters to require the concerned officials of these LGUs
for the immediate settlement of their accounts with DOLE RO V by submitting



the liquidation reports and refunding the unutilized balances of these completed
projects, if any.

c. Make an assessment of the Due from NGOs/POs accounts to determine whether
these accounts can already be requested for write off.

37.  In his letter reply dated April 4, 2018 received by the Audit Team on April 12, 2018,
Director Exequiel R. Sarcauga, CESO 111 stated that following:

a. Liquidations received by the Accounting Unit has already been posted and reflected in
the books of accounts, thus, Report of Due from LGUs 1s already updated as of March
31,2018,

b. The Accounting Unit has furnished the Livelihood Section Report of Due from LGUs
as of December 31, 2017 for them to identify which projects has already been
completed, and for us to send demand letters to require the concerned officials of these
LGUs for the immediate settlement of their accounts with DOLE RO V by submitting
the liquidation reports and refunding the unutilized balances of these identified
completed projects, ifany.

¢. Accounts outstanding for the grants to NGOs/POs will be assessed based on the
recently issued guidelines by the Commission on Audit to determine if they will qualify
for write-off, wherein some of them were outstanding as early as Year 2002.

38. During the exit conference, Management said that the demand letters should be personally
delivered to the LGUs concered. As for the Due from NGOs/POs. theyv will check on the inventory
list of this account and go to each and everv NGOs/POs concerned to evaluate the possibility of
liquidation and recommend the request for write off from the DOLE Central Office.

39. It has become imperative for the Audit Team to inform Management during the exit
conference that preferential attention should be given to this account considering that the
unliquidated balance of the accounts Due from Local Government Units/Due from Non-
Government as of December 31, 2017 totaling 176,989,666.04 consists of 78.44 % of the total
assets of DOLE RO V and 88.64% of its total current assets.

Advances to Officers and Employees Special Disbursing Officers

Cash advances to Officers and Employees and Special Disbursing Officers for Special
Activities/Projects totaling P2,186,312.16 remained unliquidated as of December 31, 2017
contrary to Section 89 of PD 1445 and Sections 5.1.3 and 5.8 of COA Circular Nos. 97-002
dated February 10, 2007.

40. Section 89 of PD 1445 provides that no cash advance shall be given unless for a legally
authorized specific purpose. A cash advance shall be reported on and liquidated as soon as the
purpose for which it was given has been served. No additional cash advance shall be allowed to
any official or employee unless the previous cash advance given to him is first settled or a proper
accounting thereof 1s made.



41. The following pertinent provisions of COA Circular No. 97-002 dated February 10, 2007
on the granting, utilization and liquidation of cash advances, are presented for easy reference, viz:

» “Section 4.1.2 - no additional cash advances shall be allowed to any official or
employee unless the previous cash advance given to him is first settled or a
proper accounting thereof is made.

» Section 5.1.3 - For official travel — xxx cash advance shall be liquidated within
thirty (30) days after return to his permanent official station in the case of local
travel, as provided for in EO 248 and COA Circular No. 96-004. Failure of the
AO 1o liquidate his cash advance within the prescribed period shall constitute a
valid cause for the withholding of his salary and the instruction of other sanctions
provided for under paragraphs 9.2 and 9.3 hereof.

» Section 3.8 - All cash advances shall be fully liquidated at the end of the year.
Except for petty cash expenses, the AO shall refiund any unexpended balance to
the Cashier Collecting Officer who will issue the necessary official receipts.”

42, Our audit disclosed that cash advances to officers and employees, special disbursing
officers for special activities/projects totaling $2,186,312.16 remained unliquidated as of
December 31, 2017. Aging of the accounts disclosed that as at yearend, P806,700.00 or 36.90 per
cent remained outstanding for six months to one year, summarized as follows:

Aging of Advances to Officers and Employees SDOs Pavioll
(In Philippine Peso)
Account Balance 12 31 17 Below 6 months| 6 months tzpl
vear TOTAL %a
a b ¢ d=c

Advances to Officers & Employvees 38006216 3896216 - - 0.00%0
Advances to Special Disbursing - I I
Officers { SDOs) 2.150.350.00 1.379.612.16 806,700.00 806.700.00 | 37.51%
TOTAL 2.186.312.16 141557432 806.700.00 806.700.00 | 36.90%0
Per cent (®0) 100.00%0 64.75%0 36.90%0 26.9000

43, Based on the above Aging of Unliquidated Cash Advances as of December 31, 2017, we
noted the following:

b. Out of the P35,962.16 Outstanding Cash Advances to Officers and Employees,
P23,642.16 were liquidated in January 2018,

¢. Out of the P806,700.00 Advances to Special Disbursing Officers (SDOs) for Special
Projects/Activities which remained outstanding for six months to one year already, the
amount of P139,700.00 and P667,000.00 were granted on January 30, 2017 and June
29, 2017, respectively.

d. The amount of P667,000.00 was later on deposited to the account of another SDO on
December 12, 2017.

44.  The status of liquidation of Advances to Officers and Employees and SDOs for Special
Activities/Projects in prior years and during CY 2017, as of December 31, 2017 1s presented below:



Particulacs

(I Philipps ne Peco)

Stanus of Ligquiskiti on of Advances to Officers and Emplorces SDOs fx Special Actinifies Projects

Advances to Officers & Employees
___(For Local Trawel)

SDOs for Special
Activities Projects

Total

Cash Advances

PY 40291348 4,964 331 .13 SO 2ol
Y SO3_ 539 3 25,480,301 31 26 283.840.7 8
T otal 8X3 452 80 30.444.632 .53 31298085 33

Liquidations Semtlement

(includiug refunds and adjustnwns)

PY ERRS) R Y 40A3 331 13 01121161
() TET STT 16 23 329,031 1t DE XS U
T otat . 817.490.64 28.294.282.54 20111.773.18
Unliquidated Cash Advances

Py - - -
oy 3506216 Saso3coo0 | J18GE1 16
Total 3596216 2.150.250.00 8631216

Pﬂ'cent‘:‘{ge of l.i‘r!lirdaﬁnn

PY

100.00°s

 100.00°%

I " 955204

9156%0

oY

45.

_91.68°

Based on the table above, it is noteworthy to mention that the cash advances granted to

DOLE RO V Officials and Employees/SDQOs/Payroll for prior year were 100% or fully liquidated
in July 2017. Overall, 91.68% of the cash advances granted in prior years and in CY 2017 were
liquidated as at year-end, thereby posting a 10.09% increase over the 81.59% liquidation in CY
2016. However, only 91.56% of the cash advances granted to SDOs for Special Activities/Projects
in CY 2017, the details of which are presented below.



Staus of Liquidation of Adance’ o Officers and Emplot ¢e5 SDOs for Special Ac thites Progects
do Philipptne Pes o)

Paticulye — Rematks
Advances to Officers & Emplovee: SDO- for Spec ial Total
For Local Travel) | Activities Projct: o
Cash Advace:
Py LRSI PR IR A
Sub-toeal 19.913.48 1.9643231.1} 301424460

soazwar| 2545030141 |  6283sa0.73]

83345280 30344623254 31.298 98334
(including refund: and adjus ment)

4

sl 8

149.913.48 496433113 $.014.244.61

e {1 21329935141 2409732857

~6
Toeal 8$1°.490.64 38.294382.54 29.111.°°3 18
Unliquidated Cash Advances
o .
< 3528 2. Lx 21383108
Total 33962.16 2.130.330.00 2.186.312.16
Percennge of Liquidation
7 100.00% I 100.00% r 100000
o 932309 | 9156 [ 91.65%

46. It can be gleaned from the table above that the prior years’ cash advances granted to officers
and employees for local travel were fully liquidated in March 2017. Likewise, the prior years’
cash advances granted to SDOs for special activities/projects and for payroll were fully liquidated
in July 2017.

47, We commend Management for exerting their best efforts in attaining full liquidation of the
cash advances granted in prior year and for the 96.03% liquidation of the current year’s cash
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advance in CY 2017. However, in our monitoring, we still noted the following areas of concern
relative to the liquidation of the cash advances granted in CY 2017:

e There are Cash advances granted to officers and employees for local travel, SDOs for
special activities/projects and for payroll that were not liquidated within the prescribed
period of liquidation;

e Additional cash advances were still granted to SDOs for special activities/projects even
if their previous cash advances were not yet settled;

e Partial liquidation of some cash advances were allowed.

48. In view of the foregoing, we would like to reiterate the strict compliance to the rules and
regulations on the granting, utilization and liquidation of cash advances to minimize, if not totally
eradicate the enormous outstanding balance of P2,186,312.16 as at year-end.

49, We commend Management for exerting its best efforts in attaining full liquidation of
the cash advances granted in prior year and for the 95.52 per cent liquidation of cash advance
in CY 2017.

50. However, we recommended that Management:

a. Enforce the immediate settlement of the unliquidated cash advances granted to
all concerned DOLE RO V officials and employees/SDOs, otherwise, cause the
withholding of their salaries pursuant to Section 5.1.3 of COA Circular No. 97-
002. Henceforth, ensure that all cash advances of this nature are fully liquidated
at the end of the year pursuant to Section 5.8 of COA Circular No. 97-002.

b. Implement policy that no additional cash advance shall be allowed to any official
or employee unless the previous cash advance given to him is first settled or a
proper accounting thereof is made as provided for in Section 89 of PD 1445 and
in Section 4.1.2 of COA Circular No. 97-002; and.

¢. Ensure that liquidation of cash advances is within the prescribed period and that
they are fully and not partially liquidated.

51. In his letter reply dated April 4, 2018 received by the Audit Team on April 12, 2018,
Director Exequiel R. Sarcauga, CESO III stated that following:

a. Balances as of Dec. 31, 2017 for the Cash Advances to Officers and Employees and
Special Disbursing Officers for Special Activities/Projects has the following status as
of March 31, 2018: (see table below)

Aging of Advances to Officers and Employees/SDOs/Payroll
Account '13;';3:;’ Liquidation , g;l;;‘ ﬁes’ Below 6 6monthsto | r, ; C%of %ugti:)a:‘:
| months 1year , { Liquidation | mos. To
; : ; ! . 1year
a b c ! d e ’ f  gme h=ch i=fid
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Advances to
Officers &

Employees 3506216 | 2364216 12,320.00 12,320.00 | - 1232000 ¢ 6574% . 0.00%
Advances to ‘f : :

Special
Disbursing
Officers

| i . ;
(SDOs) 2150,350.00 | 64376276 | 1506,587.24 83405000 . 672,537.24 | 1,506,587.24 2094%  4464%

TOTAL 2,186,312.16 | 667,404.92 1518907.24 | 84637000 | 672537.24 1,518,907.24 30.53% 44.28%

Percent (%) , 100% 557% | 44.28%

b. Demand letters will be sent to concerned employees to zero out all unliquidated Cash
Advances.

c. We will see to it that all recommendations made by our Resident Auditor will be
respectfully adhered to.

52 During the exit conference, the Accountant IIT informed the Audit Team that the Demand
Letters have already been prepared and are still for her review before 1ssuance to the concerned
officers and employees of DOLE RO V.

53. During the exit conference, the Audit Team requested that they be furnished with a
copy of the Demand Letters that will be issued as per comment of the Accountant 1.

Cash advance for the wages of 230 TUPAD for Pili, Camarines Sur Niia 2016 DOLE-AMP
amounting to P667,000.00 granted to a Special Disbursing Officer (SDO) remained
unliquidated for more than six months, contrary to Section 89 of PD 1445, Sections 5.1.3 and
5.8 of COA Circular Nos. 97-002 dated February 10,2007 and Section B.1 and B.2 of DOLE
Department Order No. 173-17 series of 2017.

54. Section 89 of PD 1445 provides that no cash advance shall be given unless for a legally
authorized specific purpose. A cash advance shall be reported on and liquidated as soon as the
purpose for which it was given has been served. No additional cash advance shall be allowed to
any official or employee unless the previous cash advance given to him is first settled or a proper
accounting thereof 1s made.

SS. The following pertinent provisions of COA Circular No. 97-002 dated February 10, 2007
on the granting, utilization and liquidation of cash advances, are presented for easy reference, viz:

7 “Section 4.1.2 - no additional cash advances shall be allowed to any official or
employee unless the previous cash advance given to him is first settled or a proper
accounting thereof is made.

» Section 3.1.3 - For official travel xxx cash advance shall be liquidated within
thirty (30) days afier return to his permanent official station in the case of local
travel, as provided for in EO 248 and COA Circular No. 96-004. Failure of the
AO to liquidate his cash advance within the prescribed period shall constitute
a valid cause for the withholding of his salary and the instruction of other
sanctions provided for under paragraphs 9.2 and 9.3 hereof.
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