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STATEMENT OF MANAGEMENT’S RESPONSIBILTY
FOR FINANCIAL STATEMENTS

The management of TAWI-TAWI C TECHNOLOGY AND

is responsible for all information and representations contained in the accompanying
Balance Sheets as of Decemberber 31, 2014, and the related Statement of Income and
Expenses and Cash Flow for the period of January 1 to December 31, 2014. The financial
statements have been prepared in conformity with generally accepted state accounting
principles and reflect amounts that are based on the best estimates and informed
judgment of management with an appropriate consideration to materiality.

In this regard, management maintains a system of accounting and reporting which provides
for the necessary internal control to t transactions are properly authorized and
recorded, assets are safeguarded against unauthonzed use sition and liabilities are
recognized

Chief Accountant





June 25, 2015
ATTY. LORENZO R. REYES

Chancellor

Mindanao State University - Tawi-Tawi College 

      of Technology and Oceanography

Bongao, Tawi-Tawi

Sir:

We are pleased to transmit the Annual Audit Report on the MSU-Tawi-Tawi College of Technology and Oceanography for the Calendar Year ended December 31, 2014 in compliance with Section 2, Article IX-D of the Philippine Constitution and Section 43 of Presidential Decree No. 1445, otherwise known as the Government Auditing Code of the Philippines. 

Our report consists of four parts:  Part I – Audited Financial Statements, Part II – Audit Observations and Recommendations, Part III – Status of Implementation of Prior Years' Unimplemented Audit Recommendations, and Part IV – Appendices.
The audit was conducted in accordance with Philippine Public Sector Standards on Auditing and we believe that it provided reasonable basis for our audit opinion.
We rendered an adverse opinion on the fairness of presentation of financial statements as of December 31, 2014 due to the following:
1. The Agency failed to conduct physical inventory of its Office Supplies Inventory and Property,  Plant  and  Equipment  as  of  year-end with book      P 9,135,517.63 and        P 201,094,401.30, respectively. The inadequacy of its records did not permit us to apply adequate alternative procedures to determine the validity, propriety and existence of these accounts which constitute 64.32 % of the total assets of the Agency. 

2. It also failed to provide depreciation on its PPEs with acquisition cost of                    P 52,250,752.86, hence, assets and net income for the year were overstated by about P 7,033,205.00.
3. Cash Advances of P 31,075,008.87, constituting 9.51 % of the total assets, remained un-liquidated at year-end, possibly resulting in the understatement of the total expenses and overstatement of assets.
In addition to the above observations considered in formulating the audit opinion, another significant audit observation and recommendation needs your immediate action:

The amount of P 5,387,845.93 from Special Trust Fund was disbursed without an approved special budget as required under Republic Act 8292 and COA Circular No. 2000-02 dated April 4, 2000, rendering the expenditures as unauthorized.

We recommend that the Agency refrain from disbursing from the special trust fund without a special budget duly approved by the Board of Regents pursuant to RA 8292 and COA Circular No. 2000-02.

We request that the recommended remedial measures be immediately implemented and we will appreciate being informed of the action(s) taken thereon by submitting the duly accomplished Agency Action Plan and Status of Implementation (AAPSI) form hereto attached, within 60 days from receipt of this report, pursuant to Section 88 of the General Provisions of the General Appropriations Act for FY 2014   (RA 10633).

We acknowledge the assistance and cooperation extended to the Audit Team by the Agency officials and employees.

Very truly yours,
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NORAH ALI ANSAO, CPA
State Auditor IV
Audit Team Leader
OIC-Supervising Auditor
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BATO S. ALI, JR.

     Director IV

Regional Director 
Cc: 1.   President of the Republic of the Philippines

2. Vice-President of the Republic of the Philippines
3. President of the Senate

4. Speaker of the House of Representatives

5. Chairperson-Senate Finance Committee

6. Chairperson-Appropriations Committee

7. Secretary, Department of the Budget and Management

8. Presidential Management Staff, Office of the President

9. Commission Proper, Commission on Audit
10. The Board of Regents, MSU-TCTO
11. National Library (soft copy)

12. University of the Philippines (UP) Law Center (soft copy)

13. COA Commission Central Library (soft copy)
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June 22, 2015
ATTY. BATO S. ALI, JR.
Director IV
Regional Director
Commission on Audit-ARMM
Cotabato City

S i r:

In compliance with Section 2, Article IX-D of the Philippines Constitution and pertinent sections of Presidential Decree No. 1445, we conducted a financial and compliance audit on the accounts and operations of the Mindanao State University-Tawi-Tawi College of Technology and Oceanography, Bongao, Tawi-Tawi for the year ended December 31, 2014.

The audit was conducted to ascertain the propriety of financial transactions and compliance of the agency with prescribed rules and regulations. It was also made to ascertain the accuracy of the financial records and reports, as well as the fairness of the presentation of the financial statements.

The audit was conducted in accordance with Philippine Public Sector Standards on Auditing and we believe that it provided reasonable basis for our audit opinion.

We rendered an adverse opinion on the fairness of presentation of financial statements as of December 31, 2014, for reasons as stated in the Independent Auditor’s Report.







        Very truly yours, 










         

EXECUTIVE SUMMARY
1) INTRODUCTION

a. Audited Agency
The Mindanao State University- Tawi-Tawi College of Technology and Oceanography (MSU-TCTO) was formally established under Republic Act No. 6060, as amended, on August 4, 1969 in southern Sulu and it was known as the Sulu College of Technology and Oceanography and started its operation as an integral unit of the Mindanao State University.

Its primary mandate is to extend to the Muslims and other cultural minority groups (now communities) the opportunities of college education and develop such other programs that will promote Muslim welfare and hasten the economic development of the southernmost region of the Philippines.
The administration of the College and the exercise of its corporate powers are vested exclusively in the board of regents as constituted by law and the president of the College as authorized by the board. Complementing and assisting the Chancellor in the educational thrust of the College are the Vice Chancellors for Academic Affairs, Research and Extension, and Administration and Finance.

b. Audit Methodology

The audit was conducted in accordance with applicable legal and regulatory requirements, and the Philippine Public Sector Standards on Auditing.  Those standards require that we plan and perform the audit to obtain a reasonable basis for our conclusions.

c. Scope of Audit

The audit covered the accounts and operations of the MSU-TCTO for the Calendar Year 2014.  It was aimed at ascertaining the propriety of financial transactions, Management’s compliance to prescribed rules and regulations and the fairness of presentation of the financial statements. 

2) FINANCIAL HIGHLIGHTS                     
a. Comparative Financial Condition and Results of Operations
	Particulars
	CY 2014
	CY 2013
	Increase/ (Decrease)
	% Increase (Decrease) 

	Assets
	326,825,040.76
	302,186,701.94
	24,638,338.82
	8.15 

	Liabilities
	32,948,685.66
	120,018,929.94
	(87,070,244.28)
	(72.55)

	Equity
	293,876,355.10
	182,167,772.00
	111,708,583.10
	61.32 

	Gross Income
	474,729,753.56
	382,377,214.73
	92,352,538.83
	24.15 

	Expenses
	344,822,158.06
	341,378,972.67
	3,443,185.39
	1.01 

	Net Income
	129,907,595.50
	40,998,242.06
	88,909,353.44
	216.86 


b. Operational Highlights


	Programs/Projects/Activities
	 
	Targets
	Accom-plishments 
	Variance

	 
	 
	 
	 
	 
	 
	 
	 

	MFO 1. Higher Education Services
	 
	 
	 
	 

	 
	
	Performance Indicators
	 
	 
	 
	 

	 
	1.
	Total number of graduates
	 
	196
	315
	119

	 
	2.
	Percentage of graduates that are in mandatory/ priority programs
	 
	64
	69
	5

	 
	3.
	Average passing percentage of licensure exams by the SUC graduate/national average passing across all discipline covered by the SUC
	 
	12
	94
	82

	 
	4.
	Percentage of programs accredited at Level I
	 
	4
	0
	(4)

	 
	5.
	Percentage of graduates who finished academic program according to the prescribed timeframe
	 
	32.74
	31.35
	(1.39)

	 
	
	
	
	 
	 
	 
	 

	MFO 2. Advanced Education Services 
	 
	 
	 
	 

	 
	
	Performance Indicators
	 
	 
	 
	 

	 
	1.
	Total number of graduates that are in mandatory/ priority programs
	 
	11
	13
	2

	 
	2.
	Percentage of graduates engaged in employment within six (6) months of graduation
	 
	12
	16
	4 

	 
	
	
	 
	
	
	

	 
	3.
	Percentage of students who rated timeliness of education delivery/supervision as good or better
	 
	80
	79
	(1)

	 
	
	
	 
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 


	Programs/Projects/Activities
	 
	Targets
	Accom-plishments 
	Variance

	 
	
	
	
	 
	 
	 
	 

	MFO 3. Research Services
	 
	 
	 
	 

	 
	
	Performance Indicators
	 
	 
	 
	 

	 
	1.
	Number of research studies completed in the last three (3) years
	 
	14
	59
	45

	 
	2.
	Percentage of research projects completed in the last three (3) years
	 
	75
	89
	14

	 
	3.
	Percentage of research projects completed within the original project timeframe
	 
	80
	93
	13

	 
	
	
	 
	
	
	

	 
	
	
	
	 
	 
	 
	 

	KRA No. 2 - Poverty Reduction and Empowerment of 
	 
	 
	 

	 
	
	the Poor and the Vulnerable
	 
	 
	 
	 

	 
	1.
	Expanded Students Grants-In-Aid Program for Poor Alleviation (ESGP-PA) 301010000 155 (The program is for 1 year- 1st and 2nd Semester)
	 
	155
	155
	0

	 
	
	
	 
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 


3) AUDIT OPINION ON THE FINANCIAL STATEMENTS 
The Auditor rendered an adverse opinion on the fairness of presentation of the financial statements due to the material effects of the noted deficiencies on some of the accounts, as discussed in detail in Part II of the report. 

4) SUMMARY OF SIGNIFICANT OBSERVATIONS AND RECOMMENDATIONS 

1. The College failed to conduct physical inventory and to submit the inventory  report in Calendar Year 2014 as required under Section 490 of Government Accounting and Auditing  Manual, Volume I, thus the validity, propriety and existence of the Office Supplies Inventory and  Property, Plant and Equipment accounts with book value of P 9,135,517.63 and P 201,094.401.30, respectively, could not be ascertained affecting the fair presentation of the accounts in the financial statements.
We reiterate our recommendation for the Agency to conduct periodic physical inventory of its property, plant and equipment and a report thereon be immediately prepared and submitted to the Auditor not later than January 31 of each year.  Items that are beyond economic repair shall be properly disposed and dropped from the books.  The Property and Supplies Office/Unit should maintain Property Cards.  
2. Depreciation was not provided by the agency for its Property, Plant and Equipment with acquisition cost of P 52,250,752.86, hence, assets and net income for the year was overstated by about P 7,033,205.00.
Direct the Accountant and the Property and Supply Officer to exert effort to secure the documents necessary to reconstruct the PPE accounts so that depreciation for the current and previous years maybe computed to arrive at the correct valuation of the property, plant and equipment. In case the necessary data could no longer be secured after exhausting all possible means, we recommend that appraisal of the PPEs be considered in order to establish the correct book values.  

3. Management’s laxity in the enforcement of Section 16 of Executive Order No. 248, as amended, and its implementing rules and regulations provided in COA Circular No. 97-002 on cash advances granted for travel and special purpose/time bound undertaking, resulted in the accumulation of un-liquidated cash advances  of              P 7,704,626.47 of which P 4,841,338.67 are above one year and P 2,149,556.80 are above 30 days but less than a year, thus sizeable amount of current operating expenses are unrecorded.

We recommend the following measures:

· The Office of the Accountant should maintain up-to-date individual subsidiary ledgers for Due from Officers and Employees.  This will facilitate monitoring of cash advances;

· The Chancellor should refrain from approving Travel Order when notice is received from the Accountant that previous travel was not yet liquidated;

· Do not entertain request for consideration as this would set bad precedence; and

· Enforce withholding of salary of non-compliant personnel.
4. Cash advances granted to regular and special disbursing officers of P23,370,382.40  for the payment of salaries and wages and other personnel benefits were allowed to remain not liquidated at the end of the year contrary to the provisions of Section 89 of PD 1445 and  COA Circular No. 97-002 thus, expenses for personal services for the year were not recorded.  This resulted in the overstatement of the net income and overstatement of the receivable accounts.  Further, it exposed the funds to the risk of misuse and loss.
The accounting office, being the internal audit unit of the agency, should see to it that previous cash advances are fully settled prior to the granting of new cash advance.
Demand from the concerned accountable officers the immediate liquidation of the cash advances. Direct the College Cashier to withhold the salaries of the concerned accountable officers who failed to liquidate their obligations within thirty (30) upon receipt of the demand letter. 
5. The amount of P 5,387,845.93 from Special Trust Fund was disbursed without an approved special budget as required under Republic Act 8292 and COA Circular No. 2000-02 dated April 4, 2000, rendering the expenditures as unauthorized.

Refrain from disbursing from the special trust fund without a special budget duly approved by the Board of Regents pursuant to RA 8292 and COA Circular No. 2000-02.
5) SUMMARY OF SUSPENSIONS, DISALLOWANCES AND CHARGES 

The balances as of December 31, 2014 are as follows:

Notice of Suspension 




P  
   0.00


Notice of Disallowances



               0.00

Notice of Charges



  
               0.00

6) STATUS OF IMPLEMENTATION OF PRIOR YEAR’S RECOMMEDATION 

The Agency failed to implement all of the nine (9) unimplemented audit recommendations contained in Prior Year’s Annual Audit Report. Two (2) of these are reiterated in the current report as they affect the fair presentation of the financial statements. 
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PART I 
AUDITED FINANCIAL STATEMENTS


 
 INDEPENDENT AUDITOR’S REPORT

Atty. Lorenzo R. Reyes

Chancellor 

Mindanao State University-Tawi-Tawi College

        of Technology and Oceanography

Bongao, Tawi-Tawi

Report on the Financial Statements

We have audited the accompanying financial statements of the Mindanao State University – Tawi-Tawi College of Technology and Oceanography which comprise the statement of financial position as of December 31, 2014 and the related statement of financial performance, statement of changes in equity and statement of cash flows for the year then ended, and a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with state accounting principles generally accepted in the Philippines, and for such internal control as management determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of risks of material misstatement of the financial statements, whether  due  to  fraud  or  error.  In  making  those  risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial  statements  in order to design audit procedures that are appropriate  in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting principles used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation o the financial statement.  

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

Bases for Adverse Opinion

· The Agency failed to conduct physical inventory of its Office Supplies Inventory and Property,  Plant  and  Equipment  as  of  year-end with book P 9,135,517.63 and        P 201,094,401.30, respectively. The inadequacy of its records did not permit us to apply adequate alternative procedures to determine the validity, propriety and existence of these accounts which constitute 64.32 % of the total assets of the Agency. 

· It also failed to provide depreciation on its PPEs with acquisition cost of                    P 52,250,752.86, hence, assets and net income for the year were overstated by about P 7,033,205.00.
· Cash Advances of P 31,075,008.87, constituting 9.51 % of the total assets, remained un-liquidated at year-end, possibly resulting in the understatement of the total expenses and overstatement of assets.
Adverse Opinion

In our opinion, due to the material effects of the deficiencies cited in the preceding paragraph, the financial statements referred to above do not present fairly the financial position of the Mindanao State University-Tawi-Tawi College of Technology and Oceanography as of December 31, 2014, and its financial performance and cash flows for the year then ended. 







COMMISSION ON AUDIT







By:








MAUREEN D. AMIL, CPA








State Auditor III








Audit Team Leader

   April 30, 2015

	Mindanao State University

	Tawi-Tawi College of Technology and Oceanography

	CONSOLIDATED  STATEMENT OF FINANCIAL POSITION

	As of December 31, 2014

	(With Comparative Figures for CY 2013)


	
	
	
	
	CY 2014
	
	
	CY 2013
	

	                                  A S S E T S
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Current Assets
	
	
	
	
	
	

	
	Cash  and Cash Equivalents (Note 4)
	P
	50,111,002.13
	
	P
	49,992,774.66
	

	
	Receivables  (Note 5)
	
	21,323,737.64
	
	
	23,078,877.61
	

	
	Inventories (Note 6)
	
	9,380,945.63 
	
	
	9,380,945.63 
	

	Total Current Assets
	P
	80,815,685.40
	
	P
	82,452,597.90
	

	
	
	
	
	
	
	
	
	

	Property, Plant and Equipment 
	
	
	
	
	
	

	
	
	(net of depreciation) (Note 7)
	
	
	
	
	
	

	
	Land and Land Improvements
	P
	16,994,835.50 
	
	P
	16,994,835.50 
	

	
	Building
	
	137,832,123.14 
	
	
	139,917,663.90 
	

	
	Office Equipment, Furniture and Fixtures
	
	22,538,426.80 
	
	
	28,211,669.74 
	

	
	Machinery and Equipment
	
	18,585,871.01 
	
	
	8,748,349.92 
	

	
	Transportation Equipment
	
	4,533,834.10 
	
	
	4,365,825.05 
	

	
	Other Property, Plant and Equipment
	
	609,310.75 
	
	
	785,183.90 
	

	Total Property, Plant & Equipment
	P
	201,094,401.30 
	
	P
	199,023,528.01 
	

	
	
	
	
	
	
	
	
	

	Other Assets
	
	
	
	
	
	

	      Advances

      Prepayments


	P
	34,902,350.28
	
	
	20,710,576.03
	

	      Prepayments

      Prepayments


	
	10,012,603.78
	
	
	0.00
	

	Total Other Assets
	P
	44,914,954.06
	
	P
	20,710,576.03
	

	
	
	
	
	
	
	

	TOTAL ASSETS

TOTAL ASSETS
	P
	326,825,040.76 
	
	P
	302,186,701.94 
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	                               LIABILITIES AND EQUITY

	
	
	
	
	
	
	
	
	

	LIABILITIES
	
	
	
	
	
	

	      Financial Liabilities (Note 8)
	
	7,396,026.92
	
	
	61,868,320.55
	

	      Inter-Agency Payables
	
	21,968,396.38 
	
	
	54,606,497.58
	

	      Deferred Credits
	
	737,521.85
	
	
	737,521.85
	

	      Provisions
	
	2,846,740.51 
	
	
	2,806,589.96
	

	      Total Liabilities
	
	32,948,685.66
	
	
	120,018,929.94
	

	
	 
	
	
	
	
	
	
	

	EQUITY 
	
	
	
	
	
	

	
	 Government Equity (Note 9)  
	P
	293,876,355.10 
	
	P
	182,167,772.00 
	

	
	
	
	
	
	
	
	
	

	TOTAL LIABILITIES & EQUITY
	P
	326,825,040.76 
	
	P
	302,186,701.94 
	

	
	
	
	
	
	
	
	
	

	(See accompanying Notes to Financial Statements)

	


	Mindanao State University -

	Tawi-Tawi College of Technology and Oceanography

	CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE

	For the Year ended December 31, 2014

	(With Comparative Figures for CY 2013)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	CY 2014
	
	
	CY 2013

	
	
	
	
	
	
	

	INCOME
	
	
	
	
	

	
	Service Income
	P
	537,305.00 
	
	P
	1,642,686.86 

	
	Business Income
	
	10,390,328.43
	
	
	6,754,972.71

	
	Assistance and Subsidy
	
	463,747,620.13 
	
	
	373,591,465.16 

	
	Grants and Donations
	
	54,500.00 
	
	
	388,090.00

	
	TOTAL INCOME
	P
	474,729,753.56 
	
	P
	382,377,214.73 

	
	
	
	
	
	
	

	LESS:  EXPENSES
	
	
	
	
	

	
	Personnel Services
	P
	324,871,879.47 
	
	P
	322,049,778.13 

	
	Maintenance and Other 
	
	
	
	
	

	
	     Operating Expenses
	
	19,950,278.59 
	
	
	19,329,194.54 

	
	TOTAL EXPENSES
	P
	344,822,158.06 
	
	P
	341,378,972.67 

	
	
	
	
	
	
	

	SURPLUS FOR THE PERIOD
	P
	129,907,595.50 
	
	P
	40,998,242.06 


	Mindanao State University

	Tawi-Tawi College of Technology and Oceanography

	CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

	As of December 31, 2014

	(With Comparative Figures for CY 2013)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	 
	CY 2014
	
	CY 2013

	Government Equity, Beginning
	P
	182,167,772.00
	
	P
	164,766,185.20

	Add/(Less):
	
	
	
	
	

	
	Retained Operating Surplus:
	
	
	
	
	

	
	
	Current Operations
	P
	  129,907,595.50 
	
	P
	    40,998,242.06 

	
	Prior Years Adjustment
	
	  (18,199,012.40) 
	
	
	  (23,596,655.26)

	Government Equity, End
	P
	293,876,355.10
	
	P
	  182,167,772.00 

	
	
	
	
	
	
	
	


	Mindanao State University

	Tawi-Tawi College of Technology and Oceanography

	CONSOLIDATED CASH FLOW STATEMENT 

	For the Year Ended December 31, 2014

	(With Comparative Figures for CY 2013)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	CY 2014
	
	
	CY 2013

	
	
	
	
	
	
	
	

	Cash Flows from Operating Activities:
	
	
	
	
	

	
	Cash Inflows:
	
	
	
	
	

	
	
	Receipt of Notice of Cash Allocation
	P
	   437,977,417.93 
	
	P
	  348,670,986.79 

	
	
	Collection of Income/Revenues
	
	     10,927,633.43 
	
	
	      8,397,659.57 

	
	
	Cash Receipts of Grants and Donations
	
	           54,500.00 
	
	
	        388,090.00 

	
	
	Receipts of Inter-Agency Cash Transfer
	
	       5,130,167.00 
	
	
	    77,740,619.44 

	
	
	Total Cash Inflows
	P
	   454,089,718.36 
	
	P
	  435,197,355.80 

	
	Cash Outflows:
	
	
	
	
	

	
	
	Cash Payment of Operating Expenses
	P
	   129,720,678.93 
	
	P
	    84,423,053.90 

	
	
	Cash Payment of Payables incurred in operation
	
	     20,902,864.97 
	
	
	    28,462,949.35 

	
	
	Cash Liquidation of Cash Advances 
	
	   146,466,879.67 
	
	
	  160,493,725.94 

	
	
	Remittance of GSIS, Pag-Ibig & PhilHealth
	
	     62,412,539.29 
	
	
	    58,364,863.93 

	
	
	Release of Funds as Inter-Agency cash transfer
	
	     35,421,212.00 
	
	
	    36,847,027.25 

	
	
	Reversion of Unused NCA
	
	             4,971.54 
	
	
	          86,322.59 

	
	
	Total Cash Outflows
	P
	   394,478,522.40
	
	P
	  368,677,942.96 

	
	Cash Provided by operating Activities
	P
	     59,611,195.96 
	
	P
	    66,519,412.84 

	
	
	
	
	
	
	
	

	Cash Flows from Investing Activities:
	
	
	
	
	

	
	Cash Inflows:
	P
	-
	
	P
	-

	
	Cash Outflows:
	
	
	
	
	

	
	
	Cash Purchases of PPE
	P
	       2,656,003.59 
	
	P
	    25,242,407.77 

	
	
	Purchases of Books
	
	         323,977.55 
	
	
	-

	
	
	Construction of Buildings & Other Structures
	
	     56,512,987.35 
	
	
	-

	
	
	Total Cash Outflows
	P
	     59,492,968.49 
	
	P
	    25,242,407.77 

	
	Cash Provided by Investing Activities
	P
	   (59,492,968.49)
	
	P
	   (25,242,407.77)

	
	
	
	
	
	
	
	

	Net Increase in Cash
	P
	         118,227.47
	
	P
	    41,277,005.07 

	Add: Cash at the Beginning of the Year 
	
	     49,992,774.66
	
	
	      8,715,769.59

	Cash at the End of the Year
	P
	     50,111,002.13 
	
	P
	   49,992,774.66


NOTES TO FINANCIAL STATEMENT
I. GENERAL 
Note 1 – Agency Profile

· The Mindanao State University – Tawi-Tawi College of Technology and Oceanography was established in Southern Sulu under Republic Act No. 6060 on August 4, 1969 as the Sulu College of Technology and Oceanography and as integral unit of Mindanao State University. On March 16, 1982, under Batas Pambansa Blg. 197, the name of Sulu College of Technology and Oceanography was changed into Tawi-Tawi College of Technology and Oceanography with the creation of the Province of Tawi-Tawi.

· As mandated by Republic Act No. 6060, the College shall extend to the Muslims and other cultural minority groups the opportunity of college education and develop such other programs as will promote Muslim welfare and hasten the economic development of the southernmost region of the Philippines. In keeping with this mandate, the College shall develop academic programs for effective exploitation and conservation of the fisheries resources in the Sulu Sea and nearby waters, undertake researches in fish processing and culture, and in oceanography for increased understanding of the country’s territorial waters, and adopt other programs and projects as may be necessary to promote the social and economic development of the people. As a leading institution of learning committed to community – centered sustainable development, the College shall develop distinctive competencies, organizational capacities and individual capabilities in order to become a center of excellence in Fisheries, Marine Sciences and Engineering, and Oceanography. It shall also help develop Tawi-Tawi into becoming a haven of peace and prosperity.

Note 2 – Basis of Financial Statements Presentation

The consolidated financial statements comprise of the General Fund, Special Education Fund and Trust Fund. These have been prepared in accordance with the Generally Accepted State Accounting Principles and Standards. 
Balances of accounts as of December 31, 2014 were manually converted to the Revised Chart of Accounts for National Government Agencies prescribed under COA Circular No. 2014-003 dated April 15, 2014 and the Unified Accounts Code Structure (UACS) prescribed under COA-DBM-DOF Joint Circular No. 2013-1 dated August 06, 2013.

Note 3.  Summary of Significant Accounting Policies:

1) The Agency uses accrual basis of   accounting. All expenses are recognized when incurred and reported in the financial statements in the period to which they relate.   Income is also on accrual basis except for transactions where accrual basis is impractical or when other methods are required by law.

2) The Agency records in the Regular Agency Books all its financial transactions which include receipt of funds from the National Government, i.e. Notice of Cash Allocation (NCA); collections of internally generated income from school fees, profitable ventures, income from productions and other income generating projects; fund transfers for the implementation of special projects; deposits; disbursements of funds from various sources; and other financial transactions.

3) Property, Plant and Equipment (PPE) are carried at historical cost less accumulated depreciation.  
4) The straight-line method of depreciation is followed.  A residual value computed at ten (10) percent of the cost of asset is set.
5) The cost of inventory ending of office and school supplies and materials is determined on the basis of FIRST IN FIRST OUT method. However, due to the delay of submission of RSMI and lack of coordination with the Supply Office, the actual condition of the supplies inventory is still uncertain.
6) Petty Cash Fund (PCF) account is maintained under the Imprest System of Accounting. All replenishment is directly charged to the expense account. 
7) Payable accounts are recognized and recorded in the book of accounts only upon acceptance of the goods/inventory other assets and rendition of services to the agency.
8) Financial expenses such as bank charges are separately classified from MOOE.
II. STATEMENT OF FINANCIAL POSITION
Note 4.  Cash and Other Cash Accounts

This account consists of:

	ACCOUNT TITLE
	As of Dec 31

	
	2014
	2013

	Cash – Collecting Officers
	P           75,503.56
	P      74,068.75

	Petty Cash Fund
	25,000.00
	25,000.00


	Cash in Bank – Local Currency Current Account
	31,038,492.38
	45,446.444.51

	Cash - Modified Disbursement System (MDS), Trust
	 18,972,006.19 
	4,447,261.40

	TOTAL
	P  50,111,002.13 
	P49,992,774.66 




Cash – Collecting Officer consists of un-deposited collections from tuition fees, matriculation fees, rental fees and other income.

The Petty Cash Fund was established for petty operating expenses of the Office of the Chancellor.

Cash In Bank – Local Currency, Current Account is composed of the deposit of collections from tuition fees, matriculation fees, rental fees and other income treated as special trust fund consistent with RA No. 8292. 
Cash - Modified Disbursement System (MDS) are amounts of Notice of Cash Allocation received from the Department of Budget and Management which remain un-disbursed as of year-end.

Note 5. Receivables
                        This account consists of:

	ACCOUNT TITLE
	As of Dec 31
	Increase/ (Decrease)

	
	2014
	2013
	

	Accounts Receivable
	P     636,874.80 
	P     636,874.80 
	P                0.00

	Due from Officers and Employees
	7,704,626.47
	9,459,766.44
	(1,755,139.97)

	Due from NGAs
	2,176,500.00
	2,176,500.00
	0.00

	Receivable – Disallowances/     

     Charges
	516,325.37 
	516,325.37 
	0.00

	Other Receivables
	10,289,411.00
	10,289,411.00
	0.00

	TOTAL
	P21,323,737.64
	P23,078,877.61
	P(1,755,139.97)


Accounts Receivable represents uncollected tuition and other fees from the students. 
Due from Officers and Employees consists of the cash advances granted for traveling expenses. The management had already sent memoranda as reminders to all concerned officials and employees of their respective liquidation documents.
Due from NGAs consists of the inter-agency cash transfers subject to liquidation.
Receivables - Disallowance/Charges represents collectibles from various employees/ recipients resulting from audit disallowances in 1985. The management will be writing a request for write off of the dormant account.
Other receivables represents amount erroneously booked up as due from various claimants resulting from audit suspension in 1985 for lack of some supporting requirements. Request for write off will be made.

Note 6.  Inventories
 
These accounts consist mainly of office supplies and textbooks and instructional materials purchased or acquired for use in the course of agency’s operations. As of December 31, 2014, the aggregate balance is P19,393,549.41.  
Note 7.  Property, Plant and Equipment 

                         This account consists of:

	Account Title
	Acquisition Cost
	Accumulated Depreciation
	Book Value

	
	
	
	

	Land
	      16,994,835.50
	0.00 
	16,994,835.50 

	School Buildings
	197,505,740.29
	61,817,245.15
	135,688,495.14

	Other Structures
	2,143,628.00
	0.00
	2,143,628.00

	Office Equipment
	8,665,642.41
	116,233.40
	8,549,409.01

	Furniture and Fixtures
	9,823,193.86
	5,669,565.89
	4,153,627.97

	It Equipment and Software
	14,784,128.19
	795,110.40
	13,989,017.79

	Library Books
	4,207,368.27
	0.00
	4,207,368.27

	Machineries
	       7,019,794.30 
	        888,586.86
	6,131,207.44


	Agricultural, Fishery and Forestry Equipment 
	3,201,065.86
	1,828,862.61
	1,372,203.25

	Communication Equipment
	319,990.05
	216,284.34
	103,705.71

	Firefighting Equipment and 
     Accessories
	802,000.00 
	702,000.00
	100,000.00 

	Medical, Dental and Laboratory 
       Equipment


	           179,598.00
	0.00
	    179,598.00

	Military and Police Equipment
	57,100.00 
	51,390.00
	5,710.00 

	Sports Equipment
	877,420.50
	        681,770.60
	195,649.90

	Technical & Scientific 
      Equipment
	             21,690.00 
	19,868.34 
	1,821.66 

	Other Machineries and Equipment
	2,355,086.64
	1,526,853.80
	828,232.84

	Motor Vehicles
	8,437,357.55
	4,634,540.00
	3,802,817.55

	Watercrafts
	5,460,830.90
	4,797,067.50 
	663,763.40

	Other Transportation Equipment
	           672,419.00 
	605,165.85 
	67,253.15 

	Construction in Progress-

      Buildings & Other Structure
	1,306,745.97
	0.00
	1,306,745.97

	Other Property, Plant and
      Equipment
	4,562,550.50
	3,953,239.75
	609,310.75

	TOTAL
	  289,398,185.79 
	   88,303,784.49
	201,094,401.30


Land is composed of an area at Pasiagan, Bongao, Tawi-Tawi which is used as demonstration fishpond, and areas at Sanga-Sanga Main Campus, Bongao Campus, 20 Community High Schools throughout the Province, and in Mandaluyong City.

School Buildings include all the buildings in the two campuses of the College and the 20 Community High Schools. Request for relief of accountability for Campus Registrar building that got burned is still on process. Construction of four (4) new buildings is in progress. These are: one (1) unit two storey boys dormitory, one (1) unit two storey girls dormitory, one (1) unit two storey e-library and one (1) unit one storey Fisheries Museum.  
IT Equipment and Software pertains to desktops, laptops, LCDs, printers, scanners and other IT equipment acquired by the College. 

Furniture and Fixtures consists of all furniture and fixtures in all the campuses of the College including those in Mandaluyong City. 

Library Books consists of purely books per inventory report received by the accounting office. Practically almost all existing books have already reached their estimated useful life.  Adjustment will be made and will cost them at 10% scrap value.

Office and Other Equipment includes all other equipment acquired by the College. 
Watercrafts consist of RPL, fishing boat trawl, palakaya and other fishing crafts acquired by the College. 

Sports Equipment, Motor Vehicles, Communication Equipment and other equipment have been accumulated through the years for the operation and to carry out various activities of the school. 
The existence and condition of all these PPEs are uncertain pending the conduct of physical inventory and the subsequent submission of the Inventory Report on PPEs.

Note 8. Financial Liabilities
	
     Account Title
	CY 2014
	CY 2013
	Increase/

(Decrease)

	Accounts Payable
	P    1,490,047.49
	P  60,183,301.52
	(P 58,693,254.03)

	Due to Officers and
      Employees
	     5,905,979.43 
	1,685,019.03
	4,220,960.40

	TOTAL
	 P   7,396,026.92
	P61,868,320.55
	(P 54,472,293.63)

	
	
	
	

	      Inter- Agency Payable
	
	
	

	Due to BIR
	        220,666.71 
	320,824.07
	(100,157.36)

	Due to GSIS
	        125,220.43
	1,805,874.06
	(1,689,653.63)

	Due to Pag-Ibig
	          27,446.21
	117,098.98
	(89,652.77)

	Due to Philhealth
	        692,074.82
	669,388.16
	22,686.66

	Due to NGAs
	   20,902,988.21
	51,693,312.21
	(30,790,324.00)

	TOTAL
	P21,968,396.38
	P54,606,497.58
	(P32,638,101.20 )


The Account payables consist of obligations to various claimants in connection with the Agency’s operation.

Due to Officers and Employees represents unpaid salaries and other personal benefit of the officers and employees.
Due to BIR pertains to value-added taxes withheld from the suppliers/dealers for purchases of goods and materials but not yet remitted to BIR.

Due to GSIS, Due to Pag-IBIG, and Due to PhilHealth represent the government shares and personal contributions of employees due from DBM-NCR as a result of adjustment from amount withheld from the agency’s allotment.
Due to NGAs represents the balance of fund transfers made by various national government agencies to the College for implementation of project on research and other special projects and scholarship grants to poor but deserving students of the College.

Other Payables consist of various loan deductions including previous years’ insurance premiums deductions due to private companies/external creditors.
Note 9. Government Equity
This account is broken down as follows:

	PARTICULARS
	Dec. 31, 2014
	Dec. 31, 2013

	Government Equity, Beginning
	P     182,167.772.00
	P 164,766,185.20  

	Add/(Deduct): 
        Retained Operating Surplus

            Current Operations (Net Income per    

            Statement  of  Income and Expense       

        Prior Year’s Adjustment                             

                Sub-total

                     
	129,907,595.50 

(18,199,012.00)                       

111,708,583.10 
	40,998,242.06 

(23,596,655.26)                       

17,401,586.80

	Government Equity, End
	P     293,876,355.10
	P   182,167,772.00
6,851,740.72


III. STATEMENT OF FINANCIAL PERFORMANCE
Note 10. Subsidy Income from National Government
For this year, the College received from the Department of Budget and Management Notice of Cash Allocations (NCAs) of P 463,752,591.67, inclusive of TRA.  At year-end, it has reverted to the National Treasury unused NCA of P 4,971.54.
Note 11. Income and Expenses
Income and expenses recorded in the book of accounts amounted to  P  474,729,753.56 

and P  344,822,158.06, respectively. 
PART II - AUDIT OBSERVATIONS AND RECOMMENDATIONS
Financial and Compliance

Failure to conduct physical inventory of Inventories and  PPEs 
1. The College failed to conduct physical inventory and to submit the inventory  report in Calendar Year 2014 as required under Section 490 of Government Accounting and Auditing  Manual, Volume I, thus the validity, existence and correctness of the Office Supplies Inventory and  Property, Plant and Equipment accounts with book value of P 9,135,517.63 and P 201,094.401.30, respectively, could not be ascertained affecting the fair presentation of the accounts in the financial statements.
Section 490 0f Government Accounting and Auditing Manual, Volume I, provides that: 

“For effective control of government property, “Chiefs of Agencies are required to take a physical inventory of all the equipment and supplies belonging to their respective offices at least once a year, unless otherwise determined y the COA Chairman in specific cases. Such inventory shall be made as of December 31 and submitted to the Auditor not later than January 31 of each year, unless extended by the Chairman, Commission on Audit.xxx.”

Further, Section 43, Volume I of the Manual on the New Government Accounting Systems provides that:

For check and balance, the Property and Supply Office/Unit shall maintain Property Cards (PC) for property, plant and equipment, and Stock Cards (SC) for inventories.  The balance in quantity per PC and SC should always reconcile with the ledger cards of the Accounting Unit.

It was observed that the College was not able to conduct physical count of its inventory and PPEs as of December 31, 2014.  Accordingly, it was due to time constraints.  It was also observed that the College failed to submit the Report on the Physical Count of Inventories (RPCI) and the Report on Physical Count of Property, Plant and Equipment (RPCPPE) which were due on January 31, 2015. Examination of their records revealed that Property Cards and Stock Cards were not maintained by the Property and Supply Officer thus reconciliation with accounting records could not be undertaken.

The failure to conduct physical inventory and to submit the RPCI and RCPPE and the absence of the Property Cards and Stock Cards prevented the auditor in validating the 
existence and condition of the PPEs and Office Supplies Inventory, casting doubt on

the validity and accuracy of the account balances in the financial statement.

This audit observation has been repeatedly reported in the previous years’ audit report.  It seems the Chancellor does not regard with importance the conduct of a regular physical count of the PPEs and Inventories of the College. And we are inclined to conclude that there is no effective control of government property in the Agency rendering the integrity of property custodianship questionable.  

Considering the PPE and supplies inventory accounts constitute 64.32 % of the total assets of the Agency, the fairness of the presentation of the financial statement is materially affected.

Recommendation:

We reiterate our recommendation for the Agency to conduct periodic physical inventory of its  property, plant and equipment and supplies and a report thereon be immediately prepared and submitted to the Auditor not later than January 31 of each year.  Items that are beyond economic repair shall be properly disposed and dropped from the books.  The Property and Supplies Office/Unit should maintain Property Cards.  

No depreciation provided on PPEs

2. Depreciation was not provided by the agency for its Property, Plant and Equipment with acquisition cost of P 52,250,752.86, hence, assets and net income for the year was overstated by about P 7,033,205.00.

The New Government Accounting System, Volume I provide:

“Section 67. Depreciation for Property, Plant and Equipment.  The costs of property, plant and equipment are allocated to the periods benefited through the provision of accumulated depreciation.  Depreciation is the systematic and gradual allocation of the depreciable amount of asset over its useful life…”
“Section 68. Method of Depreciation.  Depreciation shall be computed using the Straight Line Method. Depreciation shall start on the second month from purchase.  A residual value equivalent to ten percent of the cost shall be set. Annual depreciation is computed as follows:

Annual Depreciation= Asset Cost less Estimated Residual/Salvage Value
                                                             Estimated Useful Life

Asset Cost                         -  Purchase or Acquired Value of the Asset

Estimated Salvage Value  -  10% of the asset cost

Estimated Useful Life       -  Estimated number  of  years  the asset shall be 
 


         used as   determined by the Commission on Audit
We have noted in our audit that the Agency did not provide depreciation for some of its depreciable property, plant and equipment.  This is due to the absence of Property Cards and PPE Subsidiary ledgers, which should have been maintained by the Property and Supply Officer and the Accountant, respectively.
The annual depreciation on these PPEs based on the estimated useful life prescribed under COA Circular No. 2003-007 dated December 11, 2003 is computed as follows: 
	Kind of PPE
	Acquisition Cost
	Depreciable Cost (Acquisition Cost Less 10% Residual Value)
	Esti-mated Useful life (Years)
	Annual Depreciation
	Depn Expense as booked- up in CY 2014
	Underbooking of Depn Expense CY 2014

	Other Structures
	2,143,628.00
	1,929,265.20
	20
	96,463.26
	0.00
	96,463.26

	Office Equipment
	8,665,642.41
	7,799,078.17
	5
	1,559,815.63
	8,820.00
	1,550,995.63

	Furniture & Fixtures
	9,823,193.86
	8,840,874.47
	10
	884,087.45
	0.00
	884,087.45

	IT Equipment
	14,784,128.19
	13,305,715.37
	5
	2,661,143.07
	0.00
	2,661,143.07

	Machineries
	7,019,794.30
	6,317,814.87
	10
	631,781.49
	0.00
	631,781.49

	Communication Equipment
	319,990.05
	287,991.05
	10
	28,799.10
	0.00
	28,799.10

	Medical, Dental & Laboratory Equipment
	179,598.00
	161,638.20
	10
	16,163.82
	0.00
	16,163.82

	Sports Equipment
	877,420.50
	789,678.45
	10
	78,967.85
	0.00
	78,967.85

	Motor Vehicles
	8,437,357.55
	7,593,621.80
	7
	1,084,803.11
	0.00
	1,084,803.11

	TOTAL
	52,250,752.86
	47,025,677.57
	 
	7,042,024.79
	8,820.00
	7,033,204.78


The failure of the agency to provide the appropriate depreciation expense account for its PPEs resulted in the overstatement of the reported assets and net income for the year-ended December 31, 2014.
Recommendation:

Direct the Accountant and the Property and Supply Officer to exert effort to secure the documents necessary to reconstruct the PPE accounts so that depreciation for the current and previous years maybe computed to arrive at the correct valuation of the property, plant and equipment. In case the necessary data could no longer be secured after exhausting all possible means, we recommend that appraisal of the PPEs be considered in order to establish the correct book values.  

Accumulation of Unliquidated Cash Advances for travel

3. Management’s laxity in the enforcement of Section 16 of Executive Order No. 248, as amended, and its implementing rules and regulations provided in COA Circular No. 97-002 on cash advances granted for travel and special purpose/time bound undertaking, resulted in the accumulation of un-liquidated cash advances  of              P 7,704,626.47 of which P 4,841,338.67 are above one year and P 2,149,556.80 are above 30 days but less than a year, thus sizeable amount of current operating expenses are unrecorded.

Section 16 of Executive Order No. 248 dated May 29, 1885, as amended by  Order No. 298 dated March 23, 2004, provides: 

 “Within sixty (60) days after his return to the Philippines, in the case of official travel abroad, or within thirty (30) days of his return to his permanent official station in the case of official travel, every official or employees shall render an account of the cash advance received by him in accordance with existing applicable rules and regulations and/ or such rules and regulations as may be promulgated by the Commission on Audit for the purpose.xxx. Payment of the salary of any official or employee who fails to comply with the provisions of this Section shall be suspended until he complies therewith.”

The general guidelines as emphasized in COA Circular No. 97-002 dated February 10, 1997 are:

1. 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. 

2. Section 4.1.3 A cash advance shall be reported on as soon as the purpose for which it was given has been served.

The accumulation of cash advances to officers and employees especially those which are not accounted within 30 days after the return to permanent station may be attributed to:

· Lack of monitoring of cash advances for travel by the Office of the Accountant; 

· Approval of Travel Order by the Chancellor despite receipt of notice from the Accountant that previous travel was not yet liquidated;

· Allowing personnel to draw new cash advance for travel based on the promise to liquidate previous travel upon return to permanent station; and

· Non-enforcement of withholding of salary for non-liquidation of cash advances.

Because of Management laxity, a sizeable amount of travelling expenses was not recorded overstating the net income and assets as of year-end.

We recommend the following measures:

· The Office of the Accountant should maintain up-to-date individual subsidiary ledgers for Due from Officers and Employees.  This will facilitate monitoring of cash advances;

· The Chancellor should refrain from approving Travel Order when notice is received from the Accountant that previous travel was not yet liquidated;

· Do not entertain request for consideration as this would set bad precedence; and

· Enforce withholding of salary of non-compliant personnel.

Unliquidated Cash Advances for salaries and wages at year-end
4. Cash advances granted to regular and special disbursing officers of P23,370,382.40  for the payment of salaries and wages and other personnel benefits were allowed to remain not liquidated at the end of the year contrary to the provisions of Section 89 of PD 1445 and  COA Circular No. 97-002 thus, expenses for personal services for the year were not recorded.  This resulted in the overstatement of the net income and overstatement of the receivable accounts.  Further, it exposed the funds to the risk of misuse and loss.
Section 89 of PD 1445 sets the limit for the grant of cash advance, as follows:

“xxx 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.”

COA Circular No. 97-002 dated February 10, 1997 provides for the rules and regulations on the grant, utilization and liquidation of cash advances as follows:
Section 4.1.3 A cash advance shall be reported on as soon as the purpose for which it was given has been served.

Section 5.1 The AO shall liquidate his cash advance as follows:

Section 5.1.1 Salaries, Wages, etc. - within five (5) days after each fifteen (15) day/end of the month pay period.

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 as provided for under paragraphs 9.2 and 9.3 hereof.

Section 5.7 – When cash advance is no longer needed or has not been used for 

a period of two (2) months, it must be returned to or refunded immediately to the collecting officer.

Section 5.8 – All cash advances shall be fully liquidated at the end of each year. Except for the petty cash fund, the Accountable Officer (AO) shall refund any unexpended balance to the Cashier/Collecting Officer who will issue the necessary official receipt.

Section 5.9 – At the start of the ensuing year, a new cash advance may be granted, provided that a list of expenses against the previous cash advance is submitted. However, when no liquidation of the previous cash advance is received on or before January 20, the Accountant shall cause the withholding of the AO’s salary.
Further, Section 8 of the same circular provides that, it shall be the responsibility of the Head of the Agency to ensure that proper granting, utilization and liquidation of all cash advances are in accordance with these rules and regulations.

A review of the financial report disclosed that the unsettled cash advances of Disbursing Officers and Special Disbursing Officers as of December 31, 2014 is         P 23,370,382.40. The amount is P 7,369,556.69 or 46.06 % higher from last year balance of P 16,000,825.71.
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This is a previous year audit finding but is hereby reiterated due to the materiality of the amount, which is equal to 18.59% of the total assets. 
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Had these cash advances been liquidated immediately, proper accounting of expenses and accurate determination of assets could have been undertaken.  In addition, the non-liquidation of these cash advances within the timeframe prescribed under COA Circular No.97-002 exposed government funds to possible misuse or loss.
Recommendation:

· The accounting office should see to it that previous cash advances are fully settled prior to the granting of new cash advance. 
· Demand from the concerned accountable officers the immediate liquidation of the cash advances. 
· Direct the College Cashier to withhold the salaries of the concerned accountable officers who failed to liquidate their obligations within thirty (30) upon receipt of the demand letter. 
Utilization of Special Trust Fund without Approved Special Budget
5. The amount of P 5,387,845.93 from Special Trust Fund was disbursed without an approved special budget as required under Republic Act 8292 and COA Circular No. 2000-02 dated April 4, 2000, rendering the expenditures as unauthorized.

Under Section 4(d) of Republic Act (R.A.) No. 8292, the Higher Education Modernization Act of 1997, State Universities and Colleges are authorized to collect and deposit in any authorized government depository bank (AGDB) and treat as Special Trust Funds (STF), income from tuition fees and other necessary school charges, such as:  matriculation fees, graduation fees, and laboratory fees. Disbursements require a special budget duly approved only by the Board of Regents/Trustees (BOR/T).
Likewise, COA Circular No. 2000-02 dated April 04, 2000 sets the Accounting Guidelines and Procedures on the Use of Income of SUCs Pursuant to Republic Act No. 8292.  Among its salient features are:
a. A special budget for the utilization of the STF, supported by a Certification from the Chief Accountant that sufficient income had been realized, collected and deposited with an AGDB shall be approved by the BOR of the College. (Section 2.3)
b. The approved special budget shall be the basis of the Chief Accountant in recording appropriations and allotments. (Section. 2.4)

	


c. The Budget Officer shall prepare a special budget for the approval of the BOR/T to utilize the income deposited with AGDB. (Section 3.3)
d. No special budget shall be approved by the BOR unless it is supported by a certification signed by the Chief Accountant that available deposits is sufficient to cover its funding requirements. (Sec. 3.4)

We have observed that the College disbursed P 5,387,845.93 from Special Trust Funds without the required special budget duly approved by the BOR, in violation of Republic Act 8292 and COA Circular No. 2000-02.
Disbursement vouchers and supporting documents for the months of May to December  2014  were  not  submitted  for  audit,  thus  restricting  the Audit Team to 
ascertain the regularity and accuracy of trust fund accounts as reflected in the financial statements.
Without the approved special budget as required by law, all disbursements from the Special Trust Fund are unauthorized and not passable in audit.

Recommendation:

Refrain from disbursing from the special trust fund without a special budget duly approved by the Board of Regents pursuant to RA 8292 and COA Circular No. 2000-02.
Part III - Status of Implementation of  Prior Year’s Unimplemented Audit Recommendations

The Agency failed to implement all of the nine (9) unimplemented audit recommendations contained in Prior Year’s Annual Audit Report. Two (2) of these are reiterated in the current report as they affect the fair presentation of the financial statements. 
	Audit Observation
	Ref
	Management

Action
	Reason for

 Partial/Non-

Implementation

	1.The accuracy of Cash in Bank account with an aggregate amount of P49,893,705.91 as of December 31, 2013 could not be ascertained due to delayed/non-submission of Bank Reconciliation Statement, non-maintenance of the necessary subsidiary ledgers for the bank account and non-recording of reconciling items contrary to Section74 of PD 1445.

Management should require the Accounting personnel to prepare and submit regularly, within the prescribed period the BRS in compliance with Section 2.1.4 of COA Circular No. 92-125A Coordinate closely with the depository bank by requesting them to deliver promptly the monthly bank statements so that the accounting personnel can prepare the BRS on time.

	Pages 13-14 of AAR CY 2013
	
	Not implemented.

	2.Payroll Fund and Receivables of P4,709,750.32 and P25,460,592.15 respectively, remained unsettled, not liquidated and uncollected at year-end which constitute 2.00% and 8.00% respectively of the total assets of the agency resulting in the understatement of the total assets and understatement of the total expenses.

Demand from the concerned accountable officers the immediate liquidation of their cash advances.  If they still fail, withhold their salaries.  The Accounting office should see to it that previous cash advances are fully settled first before granting new cash advances.

	Pages 14-15 of AAR CY 2013
	
	Not implemented.  Reiterated as Finding # 4.


	Audit Observation
	Ref
	Management

Action
	Reason for

 Partial/Non-

Implementation

	3.The validity, existence and correctness of the Property, Plant and Equipment accounts totaling     P 113,873,246.52 could not be ascertained due to the failure of the Agency to conduct a physical inventory in Calendar Year 2009 and to submit the Inventory Report, as required under Section 490 of Government Accounting and Auditing Manual, Volume I, thus affecting the fair presentation of the accounts in the financial statements.
We reiterate our recommendation to conduct periodic physical inventory of its property, plant and equipment and a report thereon be immediately prepared and submitted to the Auditor not later than January 31 of each year.  Items that are beyond economic repair shall be properly disposed and dropped from the books.  The Property and Supplies Office/Unit should maintain property cards.  


	Pages

13-14 of

AAR 2009
	
	Not

implemented. Reiterated as Finding # 1



	4.The post-audit of office and other supplies in the total amount of P1,379,082.50 showed that none had been procured from the Procurement Service of the Department of Budget and management (DBM) contrary the provisions of Administrative Order No. 17 dated July 28, 2011.

The College should procure commonly used goods, supplies and materials from the Procurement Service in compliance with Administrative Order No. 17, series of 2011. 
	Pages 17-18 of AAR CY 2013
	
	Not implemented.

	5.Purchases of office and other supplies during the year were directly issued to end users and charged to the expense account without coursing through the inventory account.  Stock Cards and Supplies Ledger Cards were not maintained.  These are contrary to the provisions of Section 43, volume I of the NGAS Manual.

The Agency should adopt the perpetual inventory method in recording purchase of supplies and materials.  The Agency Head should direct the Accountant to maintain records as required by the NGAS Manual to ensure that the correct amount of inventory and expenses accounts are taken up in the books.


	Pages 18-19 of AAR CY 2013
	
	Not implemented.



	Audit Observation
	Ref
	Management

Action
	Reason for

 Partial/Non-

Implementation

	6.The College failed to submit copies of the purchase orders to the Office of the Auditor within five (5) working days upon approval/perfection, in violation of the provisions of COA Circular No. 2009-001 dated February 12, 2009. This precluded the Auditor to conduct timely review of contracts, inspection of project and purchases, and communicate to management defects/deficiencies noted. 

The College should submit copies of contracts and purchase orders to the Office of the Auditor within five (5) days after approval or perfection thereof to ensure the timely evaluation of contracts and inspection of project and purchases in compliance with COA Circular 2009-001.


	Page
19-20 of

AAR 2013
	
	Not implemented.

	7. Account payables due to GOCC and BIR has unreconciled balances and remained unremitted as of December 31, 2013 with the total amount of P2,958,185.37.

Management should create a committee to undertake the reconciliation of unremitted premiums due to GOCC and the BIR and to hasten the negotiation on interest due.  Thereafter, they should come up with a commitment on how to remit the long outstanding premiums. However, those officials responsible for not remitting the mandatory contribution should be made answerable for their actions and appropriate charges should be filed.
	Pages 20-21 of AAR CY 2013
	
	Not implemented.

	8.Delayed submission of the paid Disbursement vouchers/payrolls/receipts for post audit contrary to the provisions of Sections 43, Par. 4, 100 and 107 of PD 1445, otherwise known as The government Auditing Code of the Philippines.

Management should observe the timely submission of the required reports and documents, pursuant to existing laws, rules and regulations.
	Pages 21-22 of AAR CY 2013
	
	Not implemented.


	Audit Observation
	Ref
	Management

Action
	Reason for

 Partial/Non-

Implementation

	9. The required 5% specific allocation for Gender and Development (GAD) in the Annual Budget of the College was not implemented, however various activities were claimed GAD related programs.

Strict compliance of the 5 % allocation for GAD programs in their Annual Budget as provided under existing laws, rules and regulations.
	Pages 22 of AAR CY 2013
	
	Not implemented.
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