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Dear Director Badiola,

We are pleased to transmit the Annual Audit Report on the Agricultural Credit
Policy Council for the Calendar Year 2020, in compliance with Section 2, Article 1X-D off
the Philippine Constitution and Scction 43 of the Government Audit Code of the

Philippines (Presidential Decree No. 1445).

The audit was conducted to (a) ascertain the level of assurance that may be placed
on management’s assertions on the financial statements; (b) determine the propriety of
transactions as well as the extent of compliance with applicable laws, rules and regulations:
(¢) recommend agency improvement opportunities; and (d) determine the extent of
implementation of prior years™ audit reccommendations.

The attached report consists of the Independent Auditor’s Report, the Audited
Financial Statements. the Observations and Recommendations and the Status of
Implementation of Prior Years™ Audit Recommendations which were discussed with the

concerned Management officials and staft.

We request that a status report on the actions taken on the recommendations be
submitted within sixty (60) days from the date of receipt of the report hereof, pursuant to
Section 89 of the General Provisions of the General Appropriations Act of FY 2020
(Republic Act No. 11465) using the attached Agency Action Plan and Status of
Implementation (Annex A), copy furnished the Secretary of the Department of Budget and

Management, Speaker of the House of Representatives, President of the Senate of the

Philippines, House Committee on Appropriations and the Senate Committee on Finance.

We express our appreciation for the valuable support and cooperation extended to

the audit team by the officials and staff of that Agency.
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COMMISSION ON AUDIT
Commonwealth Ave., Quezon City

ANNUAL AUDIT REPORT

on the

AGRICULTURAL CREDIT POLICY
COUNCIL

For the Year Ended December 31, 2020



EXECUTIVE SUMMARY

A. Introduction

The Agricultural Credit Policy Council (ACPC), an attached agency of the
Department of Agriculture (DA), was created on December 24, 1986, by virtue of
Presidential Decree (PD) No. 113 replacing the Presidential Committee on Agricultural
Credit (PCAC) and the Technical Board for Agricultural Credit (TBAC).

ACPC is mandated to (a) assist the DA in synchronizing all credit policies and
programs in support of the Department’s priority programs; (b) review and evaluate the
economic soundness of all ongoing and proposed agricultural credit programs; (c) receive
all reports and documents of all programs with agricultural credit and financing
components; and (d) undertake measures of increasing its fund base and adopt other
liquidity interest stabilization and risk cover mechanisms for its various financing programs
in consultation with the Monetary Board.

The mandate of ACPC was expanded with the issuance of the following:

(a) Republic Act (RA) No. 7607 or the Magna Carta for Small Farmers in 1992; (b) RA No.
8435 or the Agriculture and Fisheries Modernization Act [AFMA] of 1997; (c¢) DA
Administrative Order No. 6 (Implementing Rules and Regulations [IRR] of the AFMA)
dated July 10, 1998; and (d) DA Special Order No. 605, series of 2011, dated September
21,2011, which designated ACPC to implement Section 7 of the IRR of RA No. 10000 or
the Agri-Agra Reform Credit Act of 2009. Thus, ACPC was tasked further to recommend
policy changes on agricultural credit programs for farmers; strengthen farmers’
organizations, cooperatives and credit organizations to improve credit access by farmers
and fisherfolk, promote credit awareness thru training and extensive information drive in
collaboration with the Land Bank of the Philippines (LBP), Bangko Sentral ng Pilipinas
(BSP), and other government agencies and private organizations.

The ACPC is governed by a Council composed of the DA Secretary as Chairman,
BSP Governor as Vice-Chairman, the Secretaries of the Department of Finance (DoF),
Department of Budget and Management (DBM), and the National Economic and
Development Authority (NEDA) Director-General as Members. The agency operation is
headed by Ms. Jocelyn Alma R. Badiola, Executive Director, assisted by a Deputy
Executive Director. Pursuant to Executive Order (EO) No. 366, the ACPC Rationalization
Plan was approved effective May 2, 2013, which abolished the former position of a Deputy
Director and reduced from six to four the operating services. The present operating
services each headed by a Director are renamed as (a) Policy, Planning and Program
Development and Advocacy Staff (PPPDAS); (b) Program Monitoring and Information
Systems Management Staff (PMISMS); (c) Fund Management Staff (FMS); and (d)
Administrative, Financial and Management Staff (AFMS).

As of December 31, 2020, ACPC had 31 employees, out of 34 plantilla positions,
and four personnel holding co-terminus with the incumbent positions to be abolished once



vacated. The workforce is supported by 154 individuals hired through Contract of Service
(COS) during the year.

B. Financial Highlights

The Agency’s financial position, financial performance and sources and application
of funds for the current year (CY) compared with the previous year are shown as follows:

Amount (In millions pesos)
Particulars 2020 2019
Financial Position
Assets 15,036.158 10,084.502
Liabilities 83.044 93.698
Net Assets/Equity 14,953.114 9,990.804
Financial Performance
Revenue 6.695 30.749
Current Operating Expenses (157.398) (168.047)
Net Financial Subsidy 5,119.543 3,541.663
Surplus/(Deficit) for the Period 4,968.840 3,404.365
Sources and Application of Funds
Appropriation 2,843.794 2,546.767
Allotment Received 5,118.155 2,549.709
Obligations Incurred 5,115.790 2,549.396
Unobligated Balance 2.365 0.313

For CY 2020, ACPC has total regular appropriation of $£2,840.181 million and
automatic appropriation of P3.613 million or a total of P2,843.794 million. Total allotment
of P5,118.155 million consists of Agency Specific Budget, Automatic Appropriations,
Special Purpose Fund amounting to $2,358.388 million, P.925 million and $2,758.842
million, respectively.

ACPC also received supplemental budget of P119.422 million sourced from the
Agro-Industry Modernization Credit and Financing Program (AMCEFP). The additional
budget augmented the regular ACPC appropriations in the administration of the AMCFP;
collection of loans and consolidation of funds into the AMCEFP; strengthening the
capability of farmers, borrowers and credit providers; improve credit delivery through
policy research and advocacy; planning, monitoring and evaluation of ongoing and
proposed credit programs.

C. Scope and Objectives of Audit
The audit covered the accounts, transactions and operations of ACPC for
CY 2020. The audit was conducted to (a) ascertain the level of assurance that may be

placed on management’s assertions on the financial statements; (b) determine the propriety
of transactions as well as the extent of compliance with applicable laws, rules and
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regulations; (¢) recommend agency improvement opportunities; and (d) determine the
extent of implementation of prior years’ audit recommendations.

D. Independent Auditor’s Report

An unmodified opinion was rendered on the financial statements of ACPC.

E. Significant Observations and Recommendations

1. The agency allocated 132.500 million only or 4.67 percent of its appropriation
of P2,840.181 million which was not in accordance with the five percent
mandatory rate for GAD activities. Moreover, the submitted ACPC GAD Plan
and Budget (GPB) was not approved/endorsed by PCW. Also, the GAD
Accomplishment Report was not submitted on time, thus, affecting the timely
audit of GAD related activities. (Observation No. 18)

We recommended and Management agreed to:

a) instruct the GAD chairperson to ensure that GPB is at least five percent of
their budget; and

b) capacitate GAD focal point system personnel on the use of HGDG to enable
submission of GPB and GAD AR within the prescribed time.

2. Funds transferred to GFIs and NGFIs for the implementation of SURE
COVID-19 program amounting to P4,937.484 million as of December 31, 2020
is unreliable due to: a) lack of the identified supporting documents to confirm
compliance with Memorandum Order No. 22; and b) difference of P68.869
million between the amount per books and results of confirmation and
unconfirmed fund transfers of 1,356.100 million. (Observation No. 23)

We recommended that Management instruct the Accountant and the PPPDAS
Director to coordinate with the PLCs concerned to: a) secure and attach the
identified documents in reference with the Role of the Program Partners under
Memorandum Order No. 22; b) facilitate reconciliation on the amount of
differences noted per list of fund transfer and per confirmation reply; and
¢) remind PLCs to reply to confirmation letters sent to them.

The observations and recommendations were communicated with the agency
officials through the issuance of Audit Observation Memoranda and discussed with
concerned Management officials and staff in an exit conference on April 26, 2021.
Management views and comments were considered in the report, where appropriate.
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F. Enforcement of Settlement of Accounts

Of the P0.084 million audit disallowances for prior years and CY 2020, only £0.049
million was settled, leaving an unsettled amount of £0.035 million as of end of the year.

G. Implementation of Prior Year’s Audit Recommendations
Out of 22 prior year’s audit recommendations, 10 were implemented and 12 were

not implemented by management as of December 31, 2020, which were reiterated with
modifications, where applicable.
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Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Avenue, Quezon City

INDEPENDENT AUDITOR’S REPORT

The Executive Director
Agricultural Credit Policy Council
San Miguel Ave. cor. Shaw Blvd.
Ortigas Center, Pasig City

Opinion

We have audited the financial statements of the Agricultural Credit Policy Council,
which comprise the statement of financial position as at December 31, 2020, and the
statement of financial performance, statement of cash flows, statement of changes in net
assets/equity and statement of comparison of budget and actual amounts for the year then
ended, and notes to the financial statements.

In our opinion, the financial statements shown in Annexes A-F present fairly, in all material
respects, the financial position of the Agricultural Credit Policy Council as at December
31, 2020, and its financial performance, cash flows, changes in net assets/equity,
comparison of budget and actual amounts for the year then ended, and notes to financial
statements in accordance with International Public Sector Accounting Standards (IPSASs).

Basis for Opinion

We conducted our audit in accordance with International Standards of Supreme Audit
Institutions (ISSAIs). Our responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the agency in accordance with the Revised Code of Conduct
and Ethical Standards for Commission on Audit Officials and Employees (Code of Ethics)
together with the ethical requirements that are relevant to our audit of the financial
statements, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the IPSASs, and for such internal control as management
determined is necessary to enable the preparation of financial statements that are free from
material misstatements, whether due to fraud or error.



Auditor’s Responsibilities for the Audit of Financial Statements

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

As part of an audit in accordance with ISSAIs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

* Obtain an understanding of internal control relevant to the audit 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 Agency’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

* Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

COMMISSION ON AUDIT

By:
é&m_ ﬁ tﬂﬁﬂﬂ"ﬁ
ELEANOR G. PANCHO

State Auditor IV
Supervising Auditor DA2

April 26, 2021
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Tel. Nos. 8634-3320 to 21; 8634-3326 / Fax Nos. 8634-3319; 8584-3691

STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of AGRICULTURAL CREDIT POLICY COUNCIL (ACPC) is responsible for all
information and representations contained in the accompanying Statement of Financial Position as
of December 31,2020 and the related Statement of Financial Performance, Statement of Cash Flows,
Statement of Comparison of Budget and Actual Amounts, Statement of Changes in Net Assets/Equity
and the Notes to Financial Statements for the year then ended. The financial statements have been
prepared in conformity with the Philippine Public Sector Accounting Standards and 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 controls to ensure that transactions are properly authorized and recorded, assets
are safeguarded against unauthorized use or disposition and liabilities are recognized.

Chief, Fina g and Management JOCELYN ALMA R. BADIOLA
Division/Director II Head of Agency/Executive Director
February 11,2021 February 11,2021

Date Signed Date Signed





















A.

PART II - OBSERVATIONS AND RECOMMENDATIONS

Financial Audit

Unqualified opinion on financial statements

1.

B.

An unqualified opinion was rendered on the Financial Statements due to
accounting errors/omissions amounting to P151.378 million which were
adjusted/corrected accordingly.

Section 27 of the International Public Sector Accounting Standards (IPSAS) 1
provides that “Financial statements shall present fairly the financial position;
financial performance, and cash flow of an entity. Fair presentation requires the
faithful representation of the effects of transactions, other events, and conditions in
accordance with definitions and recognition criteria for assets, liabilities, revenue,
and expenses set out in IPSASs.”

The following accounting errors/omissions amounting to P151.378 million were
adjusted/corrected by the Accountant, hence, an unqualified opinion was rendered on
the financial statements:

Particulars Amount
(In million Pesos)
a) Unrecorded collection of loan payments received through bank 18.226
deposits

b) Incorrect recording of fund transfers 4.261

¢) Erroneous recording of trust fund by debiting Due from GOCCs 120.062
instead of Investments in Time Deposits-Local Currency

d) Unrecorded capital withdrawal in the trust fund 5.900

e) Unrecorded income earned on the trust fund 2.929

Total 151.378

Compliance with Other Legal and Regulatory Requirements

Fund utilization/obligation

2.

Overall, the agency’s fund utilization/obligation of P5,115.790 million is 99.95
percent compared to its appropriation/allotment of P5,118.155 million, leaving a
balance of P2.365 million due to trainings that were not conducted because of the
quarantine restrictions and the retired employees’ salaries and other benefits. It also
registered a utilization rate of 91.29 percent or £2,330.058 million for its major
program, Credit Support Services, which were in accordance with the purpose of
appropriation/allotment of $2,554.517 million.



Cash utilization/disbursements

3.

Of the total cash allocation of P5.119 billion received during the year, P4.937 billion
pertain to the funds for the implementation of Expanded SURE Aid and Recovery
Project Guidelines for AHON LAHAT, Pagkaing Sapat Kontra sa CoVid-19
(ALPAS sa COVID-19) Program under the Republic Act (RA) No. 11469 —
Bayanihan to Heal as One Act and RA No. 11494 - Bayanihan to Recover as One
Act. Total disbursements amounted to P5.116 billion or 99.95 percent of the total
cash allocation. Disbursements amounting to P4.937 billion or 96.51 percent of the
total disbursement of P5.116 billion pertain to funds transferred to Land Bank of the
Philippines (LBP), cooperative, cooperative banks and rural banks for the
implementation of ALPAS sa COVID-19 program in the form of credit facility for
the marginalized, small farmers and fisherfolk (MSFF) and micro and small
enterprises (MSEs) engaged in agriculture and fisheries at zero percent interest rate.

Reversion of dormant cash, unauthorized accounts and unnecessary fund

4.

The ACPC has no dormant cash, unauthorized accounts, unnecessary special and
trust funds and related accounts for reversion as of year-end, in conformity with
Permanent Committee Joint Circular No. 4-2012, dated September 11, 2012,
implementing Executive Order No. 431, dated May 30, 2005. All fees, charges,
assessments, and other receipts or revenues collected, trust receipts and performance
bonds and deposits, among others, except as authorized by law to be retained by the
agency for its use, were deposited/remitted to the National Treasury pursuant to
Sections 4 to 14 of the General Provisions of the FY 2020 GAA (Receipts and
Income).

Granting and liquidation of cash advances

5.

Cash advances during the year for payroll, operating expenses, official local and
foreign travels amounting to P1.728 million and for special purpose/time-bound
undertakings amounting to 1.226 million were granted and liquidated in accordance
with COA Circular No. 97-002 dated February 10, 1997. There were also no
unliquidated cash advances in prior years.

Granting and Liquidation of fund transfers to Implementing Agencies and NGOs/POs

6.

This year, ACPC transferred funds to Government-Owned and Controlled
Corporations (GOCCs), particularly to Land Bank of the Philippines (LBP),
amounting to P1.000 billion which aimed to provide loans to small
farmers/fisherfolks (SFF) and borrower organization under the Expanded SURE Aid
and Recovery Project Guidelines for AHON LAHAT, Pagkaing Sapat Kontra sa
CoVid-19 (ALPAS sa COVID-19) Program. While during the year and prior years
no funds were transferred to other National Government Agencies (NGAs), Local
Government Units (LGUs) and Non-Governmental Organizations/People’s
Organizations (NGOs/POs) for the implementation of projects subject to liquidation.

4



Granting and liquidation of fund transfers to PS-DBM and PITC

7. Fund transfers to Procurement Service — Department of Budget and Management
(PS-DBM) for its common office supplies and equipment requirement during the
year amounting to P1.201 million and P0.283 million, respectively, were granted and
liquidated in accordance with COA Circular No. 94-013. There were also no
unliquidated fund transfers in prior years. Moreover, there were no funds transferred
to Philippine International Trading Corporation (PITC).

Dormant accounts for write-off

8. The ACPC has no dormant receivable accounts, unliquidated cash advances and fund
transfers for write-off, in accordance with Section 8.2 of COA Circular No. 2016-005
dated December 19, 2016.

Insurance of physical assets with the GSIS

9.  The agency insured with the Government Service Insurance System (GSIS) property
amounting to P61.503 million with corresponding insurance premiums paid in the
amount of P0.378 million, in accordance with RA No. 656, otherwise known as the
“Property Insurance Law”, as amended by PD No. 245 dated July 13, 1973.

Disposal of unserviceable property

10. The agency has no unserviceable property subject for disposal, in compliance with
Section 79 of PD No. 1445.

Procurement of goods, consultancy services and infrastructure projects

11. This year’s procurement of goods and services through negotiated procurement
(emergency purchase), amounting to P0.338 million were made in accordance with
COA GPPB Joint Memorandum Circular No. 1-2020 dated March 26, 2020 and
Section 53.2 of the 2016 Revised Implementing Rules and Regulation of RA No.
9184 (Procurement Law).

Submission of government contracts

12.  Copy of 62 government contracts, purchase orders and their supporting documents
with corresponding amount of P10.601 million were submitted within the prescribed
period, in accordance with Items 3.1.1 and 3.2.1 of COA Circular No. 2009-001 dated

February 12, 2009 and the same were verified to be complete and in order.

Withholding and remittance of GSIS contributions, loans and employer’s share

13.  The GSIS personal share and loans of employees amounting to P2.548 million and
P1.347 million, respectively, were deducted properly and remitted without delay, in
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accordance with RA No. 8291, the GSIS Act of 1997. Likewise, the employer’s
share amounting to P0.828 million was remitted without delay.

Withholding and remittance of PhilHealth contributions

14.

The PhilHealth personal share of employees amounting to £0.288 million were
deducted properly and remitted without delay, in accordance with RA No. 7875, as
amended by RA No. 9241 (National Health Insurance Act of 1995). Likewise, the
employer’s share amounting to P0.288 million was remitted without delay.

Withholding and remittance of Pag-I1BIG contributions, loans and employer’s share

15.

The Pag-IBIG personal share and loans of employees amounting to £0.089 million
and P0.070 million, respectively, were deducted properly and remitted without delay,
in accordance with RA No. 7875, as amended by RA No. 9679 (Pag-IBIG Fund Law
2009). Likewise, the employer’s share amounting to P0.042 million was remitted
without delay.

Withholding and remittance of taxes

16.

Taxes from the gross compensation income from officials and employees and
government purchases and contract of services from suppliers/contractors amounting
to P4.878 million and P4.425 million, respectively, were properly withheld and
remitted without delay, in accordance with Revenue Regulation No. 10-2008 dated
July 8, 2008.

Hiring of and payments to job orders, contractual and consultants

17.

During the year, 154 individuals covered with Contract of Service (COS) or Job
Order (JO) were hired on a semestral basis, in accordance with CSC-COA-DBM
Joint Circular No. 1 dated June 15, 2017, as updated by CSC-COA-DBM Joint
Circular No. 2, s 2020, dated October 20, 2020, to augment the regular plantilla
employees of 31 due to unfilled positions and increased operational activities. Their
salaries were charged against Maintenance and Other Operating Expenses (MOOE)
in the total amount of 60.206 million, as authorized under DBM Circular Letter No.
2013-5 dated July 22, 2013.

GAD Budget, Utilization and Accomplishments

18.

The agency allocated P132.500 million or 4.67 percent of its appropriation of
£2,840.181 million which was not in accordance with the five percent mandatory
rate for GAD activities. Moreover, the submitted ACPC GAD Plan and Budget
(GPB) was not approved/endorsed by PCW. Also, the GAD Accomplishment
Report was not submitted on time, thus, affecting the timely audit of GAD
related activities.



For CY 2020, the agency prepared its Gender and Development (GAD) Plan with an
estimated budget of 2132.500 million or 4.67 percent of its appropriation of
£2.840.181 million which is not in accordance with the five percent mandatory rate
for GAD activities as stated in Section 31 of RA No. 11465, otherwise known as the
General Appropriations Act for FY 2020.

The submitted 2020 GAD Plan and Budget (GPB) was reviewed by the Philippine
Commission on Women (PCW) and was returned to ACPC together with PCW’s
comments/questions. However, the agency failed to resubmit the CY 2020 GPB due
to the difficulty in application of the attribution cost using the Harmonized Gender

and Development Guidelines (HGDG), thus, resulted in the unapproved/unendorsed
GPB.

Moreover, the GAD Accomplishment Report was not submitted to the audit team,
hence, planned activities implementation and the amount utilized for GAD related
activities cannot be ascertained.

The delay in the submission of the accomplishment report was principally due to the
re-scheduling of the training on the HGDG for Project Development,
Implementation, Monitoring, and Evaluation wherein the scoresheet for the
attribution of GAD-related activities will be determined using the HGDG tool as
prescribed by PCW-NEDA-DBM Joint Circular No. 2012-01.

Item V of COA Circular 2014-001 dated March 18, 2014 states that “The Audited
agency shall submit a copy of the Annual GAD Plan and Budget (GPB) to the COA
Audit Team assigned to the agency within five (5) working days from the receipt of
the approved plan from the PCW or their mother or central offices, as the case
maybe.

Section 1.0 of the PCW Memorandum Circular No. 2021-01 dated January 20, 2021
provides that March 12, 2021 is the deadline of encoding and submission to PCW of
FY 2020 GAD Accomplishment Report (AR) of executive departments and their
attached agencies through Gender Mainstreaming and Monitoring System (GMMS).
Moreover, Section 7.0 of the same circular further states that “FY 2020 GAD ARs
submitted to PCW shall be authenticated by the GMMS with a barcode. Concerned
agencies shall print the GMMS-authenticated GAD AR for signature of their
agency head and submit signed copies to PCW and their respective COA Audit
Team”.

We recommended and Management agreed to:

a) instruct the GAD chairperson to ensure that GPB is at least five percent of
their budget; and

b) capacitate GAD focal point system personnel on the use of HGDG to enable
submission of GPB and GAD AR within the prescribed time.



Senior Citizens and Persons with Disability plans/program

19. The ACPC spent P0.721 million in the implementation of the activities for the Senior
Citizen and Person with Disability (SCPD), in addition to providing ramps, a
wheelchair and priority lane for them, in compliance with Section 32 of the General
Provisions of the GAA for FY 2020.

Implementation of ODA Funded Projects

20. The ACPC has no Official Development Assistance (ODA) Funded Projects for CY
2020.

Receipt and utilization of Disaster Related Fund

21. The ACPC did not receive Disaster Risk Reduction and Management (DRRM) Fund
and/or Quick Response Fund (QRF) for CY 2020.

Audit suspensions, disallowances, charges and settlements

22. There were no audit suspensions, disallowances and charges during the year
however, partial settlement of P0.049 million has been made on the audit
disallowance of 0.084 million for prior years. Moreover, the unsettled amount
of £0.035 million as of year-end has been fully settled on February 3, 2021.

Section 7.1.1 of COA Circular No. 2009-006 or the Revised Rules of Settlement of
Accounts dated September 15, 2009 provides that “The head of the agency, who is
primarily responsible for all government funds and property pertaining to his
agency, shall ensure that: (a) the required financial and other reports and
statements are submitted by the concerned agency officials in such form and within
the period prescribed by the Commission; (b) the settlement of disallowances and
charges is made within the prescribed period; (c) the requirements of transactions
suspended in audit are complied with, and (d) appropriate actions are taken on the
deficiencies noted as contained in the AOM.”

The total audit suspensions and disallowances of various transactions as of December
31, 2020, as well as the settlement during the year, is summarized below:

- Issued this period .
Beginning Balance Ending Balance
Particulars as of 12/31/2019 Ja““;g-‘;;l;" Dechbegs"’Sll’)ZC"zo as of 12/31/2020
(In million Pesos)
NS 0.000 0.000 0.000 0.000
ND 0.084 0.000 0.049 0.035
Total 0.084 0.000 0.049 0.035




23.

There were no audit suspensions, disallowances and charges issued during the year,
deficiencies noted were either complied with or settled immediately upon
communicating to the concerned officials and employees of such findings.

The beginning balance of ND pertains to the disallowance of excessive monetization
of leave credits in CYs 2016-2017 of four ACPC employees, of which three are still
connected with the agency who settled their liabilities thru partial payment in the
amount of P0.034 million, leaving a balance of P0.035 million, which remained
outstanding as of year-end. It is worthy to mention that full settlement has been made
on February 3, 2021 and corresponding NSSDC has been issued.

We recommended and Management agreed to ensure strict compliance with
laws, rules and regulations to avoid audit suspensions, disallowances and
charges and to require settlement of the same within the prescribed time.

Compliance with Other Legal and Regulatory Requirements on the Audit of
COVID-19 Funds

Funds transferred to GFIs and NGFIs for the implementation of SURE
COVID-19 program amounting to £4,937.484 million as of December 31, 2020
is unreliable due to: a) lack of the identified supporting documents to confirm
compliance with Memorandum Order No. 22; and b) difference of P68.869
million between the amount per books and results of confirmation and
unconfirmed fund transfers of 1,356.100 million.

Memorandum Circular No. 77 s. 2020 dated March 17, 2020 was issued by the Office
of the President “Directing all government agencies, offices and instrumentalities, as
well as Local Government Units, to implement and ensure compliance with the
issuances of the Department of Health and Department of Agriculture on the prices
of essential emergency medicines and supplies, and selected agriculture and fishery
commodities.”

In response to the above issuance, Memorandum Order No. 22, Series of 2020 dated
April 8, 2020 was issued by the DA with the subject: Expanded SURE Aid and
Recovery Project Guidelines for AHON LAHAT, Pagkaing Sapat Kontra sa
COVID-19 (ALPAS sa COVID-19) Program aimed to enhance food production and
availability, food accessibility and affordability, and food price stability.

The Expanded SURE Aid and Recovery Project (SURE COVID 19), a credit
assistance program implemented by ACPC has the objectives to:

a. Finance the emergency and production capital requirements of marginalized,
small farmers and fisherfolk (MSFF) whose incomes were affected by the
Enhanced Community Quarantine (ECQ), due to COVID-19, thereby, helping



them regain their capacity to continue their agricultural activities and
contribute to sustained food production; and

b. Provide the working capital requirements of micro and small enterprises
(MSEs) engaged in agriculture and fisheries food production, delivery of
produce/products/commodities, and other activities in the supply chain to
ensure the availability of food supply.

SURE COVID-19 Program was a collaboration between: a) DA (DA-Regional Field
Offices and ACPC); b) Local Government Units (LGUs) thru the Provincial/City/
Municipal Agricultural Offices; and ¢) Government Financial Institutions (GFIs) and
Non-Government Financial Institutions (NGFIs) as Lending Conduits. This credit
assistance program provides eligible SFF-borrowers to avail of a non-collateralized
loan of £0.025 million per household at zero percent interest payable in ten years
while eligible MSEs may avail of working capital loans of up to £10.000 million also
at zero percent interest payable in five years.

During the year, the agency received COVID-19 fund amounting to $£4,937.484
million, with a utilization rate of 100 percent, to wit:

Obligation and
Amount Disbursement
Funding Source SARO No./ Date as of December. 31,
2020
(In million Pesos)
Regular Agency Fund, FY SARO BMB-E-20- 257.988 257.988
2020 GAA RA 11465 Section | 0012010/ June 23,
4 (v) RA 11469 2020
Regular Agency Fund, RA SARO BMB-E-20- | 2,500.000 2,500.000
11494 Bayanihan to Recover 0011965/ October
as One Act 28,2020
Regular Agency Fund - FY 2,179.496 2,179.496
2020 GAA RA 11465
Total 4,937.484 4,937.484
Utilization Rate 100%

Pursuant to R.A. No. 11469 also known as “Bayanihan to Heal as One Act” and
11494 or the “Bayanihan to Recover As One Act”, the DBM released the amount of
P257.988 million and $2,500.000 million to ACPC to cover the funding requirements
for the implementation of various programs/activities/projects (P/A/P) in support to
COVID-19 and in the Agriculture Stimulus Package under Bayanihan II,
respectively. Both Special Allotment Release Order (SARO) indicated that the fund
shall be valid until December 31, 2020.

The DA Secretary directed all Operating Units (OUs) to refocus their P/A/Ps to
enhance food production under the COVID-19 environment. Responding to the
directive, ACPC refocused its remaining loan fund under the FY 2020 budget
appropriation amounting to £2,179.496 million and launched the SURE COVID-19.

10



Under the SURE COVID-19 and in reference with Memorandum Order No. 22,
ACPC transferred funds amounting to P4,937.484 million to a) Land Bank of the
Philippines as GFIs and b) rural bank, cooperative bank and cooperatives as NGFIs
amounting to P1,000.000 million and P3,937.484 million, respectively, to provide
loans assistance to eligible beneficiaries. The fund transfers were covered with
Memorandum of Agreement (MOA) by and between ACPC as source agency and
GFIs/NGFIs as partner lending conduits (PLCs) for the implementation of the SURE
COVID 19.

In the audit of the fund transfers, the following deficiencies were noted:

a) lack of the identified supporting documents to confirm compliance with
Memorandum Order No. 22

Section V of Memorandum Order No. 22 provides among others the Role of Program
Partners, of which ACPC derived its process flow for the implementation of the
SURE COVID-19 presented as follows:

SURE Covid-19 for Marginal and Small Farmers and Fisherfolk (MSFF)
Implementation Arrangement

Streamlined Process:

LGUs ACPC , GFIs &
Direct endorsement Agricultural Credit NGFIs
Local Government Units Policy Council

Gov't Financial Institutions &

i i ; ;.
Prov’l/City/Municipal Agricultural Offices Non-gov’t Financial Institutions

e |dentify eligible MSFF . L)
whose incomes were g o

Transfer Program Fund to

the GFIs/NGFls e Administer the Program

affected by the ECQ )
due to COVID-19
e Endorse the list of
eligible MSFF to ACPC
e Facilitate enroliment
of MSFF in the RSBSA

" -

DA-RFOs

Department of Agriculture —
Regional Field Offices

® \Validate and certify the list of
eligible MSFF against the RSBSA

® Submit to ACPC the certified and
validated list of eligible MSFF

® Endorse potential NGFIs/conduits
to ACPC.

Assist the DA-RFO and the

GFls/NGFls in the conduct

of validation of prospective
borrowers

Transmit to the GFIs/NGFls
the validated list of MSFF
eligible for loan assistance
Conduct monitoring/ visits
to borrowers to validate
reports submitted by the
conduits and ascertain
compliance to approved
policies and guidelines.

Fund

® Check the eligibility of

borrowers against the DA-
validated list of MSFF

® Process and approve loan

applications, facilitate
release of loan proceeds,
and collect loan
repayments
Provide the ACPC, on a
regular basis, the list of
borrowers who have
availed the loan assistance.
/P

A food-secure Philippines 2
with prosperous farmers and fisherfo Masaganang AN
Mataas na KTy
—

Also, in reference with the Section V of Memorandum Order No. 22, the following
documents were identified to determine compliance whether the Role of Program
Partners were followed and done:

1) List of Eligible MSFF from the LGU

2) Validated List of Eligible MSFF from DA-RFOs

3) Endorsement of potential NGFIs/conduits from DA-RFOs

4) ACPC Disbursement Vouchers for the transfer of fund

5) List of borrowers who have availed the loan assistance from the GFIs/NGFIs
6) Monitoring Report on the borrowers from the ACPC
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Audit of the Disbursement Vouchers (DVs) and its supporting documents pertaining
to fund transfers amounting to £2,549.030 million to 102 NGFIs disclosed that the
documents identified as basis for the fund transfer were not attached as follows:

No. of NGFIs/Lending Amount of Fund transfer
Documents . -
Identified Conduit (In million Pesos)
With Without With Without
List of Eligible MSFF 3 99 16.005 2,533.025
Validated List of Eligible
MSFF 102 2,549.030
Endorsement of potential
NGFIs/conduits from DA- 7 95 84.375 2,464.655
RFO

The absence of the said documents constitutes non-compliance with the role of
program partners in the implementation arrangement provided under Section V of
Memorandum Order No. 22 and may cast doubt on the procedure undertaken for the
release of fund to NGFIs.

The Policy, Planning and Program Development and Advocacy Staff (PPPDAS)
Director explained that most of the list of eligible MSFF and duly validated list were
attached in the files maintained at their office while the endorsement of potential
NGFIs/conduit from DA-RFO were not secured due to the urgency of the
implementation of the program and to provide immediate assistance to
farmers/fisherfolks affected by the COVID-19 pandemic.

b) difference between amount per books and results of confirmation and
unconfirmed fund transfers

Item 23 Section 3 of the Financial Audit Manual provides that “External
Confirmation is a procedure adopted in substantive tests. This procedure is used to
address assertions associated with account balances and their elements and to
confirm terms of agreement, contracts, or transactions between an agency and other
parties.”

The audit team sent confirmation letters to 51 PLCs, out of the 130 PLCs to determine
the existence and correctness of the recorded funds transferred amounting to
P2,082.363 million as of December 31, 2020. Considering the restrictions on people’s
movement due to the community quarantine, the confirmation letters were sent to
PLCs through electronic mail and corresponding replies have been incorporated in
this memorandum, presented as follows:

No. of Fund Transfer Results of Difference
Particular lending per books Confirmation
conduits (In million Pesos)
Confirmed correct 30 439.275 439.275 0.00
Confirmed Incorrect 9 286.988 355.857 68.869
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No. of

Fund Transfer

Results of

Particular lending per books Confirmation Difference
Without response conihiits 1,356.100 0.00 1,356.100
Total 51 2,082.363 795.132 1,424.969

Of the 51 confirmation letters sent, 39 or 76 percent replied with total fund receipt
of $795.132 million, of which, nine conduits reported discrepancies amounting to
P68.869 million.

On the other hand, the audit team did not receive any reply/confirmation from 12
lending conduits on the receipt of funds transferred amounting to £1,356.100 million.

An unreconciled response/non-response to a confirmation request may indicate
possible risk of material misstatement and which may affect the existence assertion,
wherein all assets like fund transfers to GFIs and NGFIs actually exist.

The Director, PPPDAS explained that most of the difference may have been caused
by the unreleased checks as of year-end and confirmation letters sent through courier
and registered mail were not received by the PLCs due to the community quarantine
restrictions in some areas.

Verification of the list of unreleased checks as of December 31, 2020 disclosed that
out of the total difference amounting to P68.869 million, $35.000 million was
included in the list, hence, was not received by the concerned PLCs as of year-end.

We recommended that Management instruct the Accountant and the PPPDAS
Director to coordinate with the PLCs concerned to: a) secure and attach the
identified documents in reference with the Role of the Program Partners under
Memorandum Order No. 22; b) facilitate reconciliation on the amount of
differences noted per list of fund transfer and per confirmation reply; and
¢) remind PLCs to reply to confirmation letters sent to them.

13



PART III - STATUS OF IMPLEMENTATION OF PRIOR YEARS’
AUDIT RECOMMENDATIONS

Out of 22 prior years’ audit recommendations, 10 were implemented, and 12 were

not implemented by management as of December 31, 2020, of which one observation was
reiterated in Part II of this report..

Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation

Of the P0.202 million audit AAR

disallowances for prior years 2019

and CY 2019, only P0.118 | pp. 4-5

million was settled, leaving

an unsettled amount of

P0.084 million, due to lax

enforcement by management

of full settlement of

disallowances within the six-

month period as prescribed

under Section 10.4 of COA

Circular 2009-006.

We  recommended and Comply and settle | Not Implemented

Management agreed to the disallowance.

ensure strict enforcement of CY 2020, total

settlement of disallowances settlement

and to require the persons amounting to

liable to  settle their £49,026.00 has been

disallowances while waiting validated and issued

for the reply from their with corresponding

request for authority to settle NSSDC.

the disallowance  thru

installment basis. The remaining
unsettled
disallowance as of
Dec. 31, 2020
amounting to
£34,955.31 has been
fully settled on Feb.
2021

Unserviceable property with |  AAR

book value of 3.395 million 2019

remained not disposed of, | pp.7-8

contrary to Section 79 of
P.D. No. 1445, thus,
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
exposing them to further
deterioration and decreasing
their realizable value.
We  recommended and
Management  agreed to
require the Property Officer
to:
a) prepare the [IRUP; Management Implemented
prepared the
I[TURUP for | IRUP has been
identified validated.
unserviceable
b) coordinate with the PPE. Implemented
Disposal Committee for
the preparation of the Appraisal report was
Appraisal Report; and ACPC-GSD checked.
prepared appraisal
c) 1mmediately dispose of report and work Implemented
the unserviceable PPE, closely with the
pursuant to Section 79 disposal of | Unserviceable PPE
of P.D. No. 1445. unserviceable PPE | were disposed on
Dec. 2020.
upon receipt of the
appraisal report,,
conduct  bidding
process for the
disposal of
unserviceable PPE
Financial reports such as AAR
DVs, RCDs, TBs, FSs and | 2019
BRS were not submitted | Pp-8-9
within the prescribed period
or were not submitted at all | CY 2018,
to the audit team, thus, | 2017 and
affecting the timely review 2016
and communication of audit | AARs

results to management.

We  recommended and
Management  agreed to
instruct the Chief, Finance
Division to:
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
a) adopt the e-NGAS Follow-up the Not Implemented
accounting system to request with
facilitate timely GAS/ASDOSO E-NGAS was not yet
submission of for assistance in adopted.
accounting reports; implementing the
b) review and modify the E-NGAS system Implemented
accounting timelines set
for the processing and ACPC-FMD Submission of
recording of adhered with the | reports were made
transactions in  the set timelines in within the prescribed
books; and the Government time.
Accounting
c) designate additional Manual and other Implemented
personnel on  the COA rules and
preparation of BRS to Guidelines Submission of BRS
enable submission were  within  the
within the prescribed prescribed time.
timelines in accordance FMD hired
with the GAM additional
personnel who
will handle and
preparation of
BR. FMD
constantly follow-
up the submission
of bank
statements from
Land Bank for the
timely submission
of ACPC's BRS.
It will regularly
submit BRS
within 20 days
from the date of
receipt of bank
statements.
Seven government contracts AAR
and 22 purchase orders 2019
(POs),  including  their | pp. 10-11
supporting documents,
amounting to  P15.227 | CY 2018,
million and P12.245 million | 2017 and
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
respectively,  were  not 2016
submitted for review while | AARs
11 POs amounting to P0.478
million were not submitted
within the prescribed period,
incurring  delays ranging
from one to 38 days, contrary
to Sections 3.1.1 and 3.2.1,
respectively, of COA
Circular No. 2009-001.
We recommended and
Management agreed to:
a) instruct the ACPC through its Implemented
Administrative Admin  Division
Division to develop a immediately used | Monitoring system
monitoring scheme; and the monitoring | has been checked.
system developed
to monitor the
status of
procurement
activities and set-
up a central storage
of  procurement-
b) require concerned related documents Implemented
officers to  strictly (both hard and soft
adhere with the rules copies). POs/Contracts were
and regulations on the submitted within the
submission of govern- Assigned a staff to | 1. . po 0 cor
ment contracts/ POs to closely  monitor
the Office of the contracts/POs and
Auditor. ensure that end-
users or requesting
divisions provide
copies of the same
to COA within five
working days from
the execution of a
contract/issuance
of'a PO.
5. Of the total appropriation of |  AAR
P2,543.230 million, P57.480 2019
million or two percent was | pp. 12-13
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
allocated and P1,224.825
million were incurred for the
implementation of GAD
Plans and Programs,
inclusive of attribution cost
from  identified  major
programs, activities and
projects (PAPs) of ACPC
which  were determined
without the use of HGDG
tool contrary to Section 6.4
of PCW, NEDA and DBM
Joint Circular No. 2012-01
We recommended and Reconstitution of | Not Implemented
Management agreed to the ACPC GAD
ascertain that the attribution Focal Point | No GAD AR has
of GAD related costs in the System (FPS) and | been submitted to
agency’s PAPs provided in attendance to PCW | determine the
the GPB and AR is in training relative to | application of
accordance with Section 6.4 the use of HGDG | HGDG in  the
of PCW-NEDA-DBM tool. attribution costs.
Joint Circular No. 2012-01.
A qualified opinion was AAR | Require ACPC
rendered on the Financial 2019 Partner Lending
Statements due to various | pp. 14-15 | Conduits (PLCs)
accounting errors/omissions to directly submit
amounting to  P25.232 to FRD/FMD the
million, which exceeded the validated deposit
materiality level of P2.609 slips which will be
million. the basis of
accounting for
recording
purposes, to update
We  recommended and collection Implemented
Management agreed to payments and loan
require the Chief Accountant receivable Adjustments  have
to effect the necessary balances. been verified.
adjustments on the errors and
omissions with the Effect the
corresponding  supporting necessary
documents adjustments on

stale checks not
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
reverted to cash.
Coordinate  with
the Property
Officer on the
submission of the
Inspection Report
of Unserviceable
Property (IIRUP)
which will be the
basis of recording
impairment loss.
ACPC shall further
analyze the entries
made in Loans
Receivables-
Others and Other
Payables in relation
to payments made
by lending conduit.
Absence of complete and AAR
proper reporting of loans 2018
receivable  affecting the p.7
appropriateness  of  the
Schedule of Loans
Receivable-Others account.
We  recommended  and Not Implemented
Management  agreed to
observe proper and complete Subsidiary  Ledger
reporting of loans receivable for Loans
for appropriateness of the Receivable- Others
financial report. account was not
updated to comply
with the required
accounting reports.
Of the total appropriation of | AAR
P1.118  billion, P56.0 2018
million or five percent was | pp. 11-12

for the
of GAD

allocated
implementation
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
Plans and Programs.
However, it failed to submit
the GAD Plan and Budget to
PCW for review and
endorsement, contrary to the
provisions of PCW-NEDA-
DBM Joint Circular No.
2012-01.
Not Implemented

We  recommended  and
Management  agreed to For CY 2019, ACPC
ensure submission of its GPB was not
GAD Plan and Budget to submitted within the
PCW for review and prescribed time to
endorsement prior to the PCW.
implementation pursuant to
PCW-NEDA-DBM Joint Reiterated in
Circular No. 2012-01. Observation No. 18

of this report with

modification.
Certain provisions of RA No.| AAR
9184 and its IRR were not 2018
observed/complied with 1in | pp. 14-17
the procurement of various
equipment and motor vehicle
amounting to P3.645 million,
defeating the purpose of
transparency and economy in
the procurement process.
We  recommended  and Implemented
Management  agreed to
strictly adhere to the Procurement
provisions of RA No. 9184 contracts  together
particularly in (i) the with the supporting
preparation and signing of documents were
contract and issuance of submitted to the

Notice to Proceed; (ii) the
posting of  performance
security prior to the signing
of the contract to protect the
interest of the agency; and
(111) obtaining the most

audit team to enable
review.
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Observations and
Recommendations

Ref.

Action Taken by
Management

Auditor’s
Validation

advantageous price for the
government to  preclude
disallowance in audit.

10.

Derecognized lost/missing
assets not duly supported —
P200,117.74

We  recommended  and
Management agreed to:

a) instruct the concerned
Accountable Officers to
submit the Report of Lost,
Stolen, Damaged,
Destroyed Property
(RLSDDP) supported by a
Notice of Loss as
supporting document for
loss of assets to establish
the validity and legality of
the agency’s claim,
pursuant to Section 41,
Chapter 10 of the GAM,
Volume I; and

b) inform the end-users
having possession of the
reported missing
equipment to surrender/
present to the Property
Officer for documentation
and notify the auditor
concerned to verify its
existence.

AAR
2017
pp. 44-45

Not Implemented

The said report was
not prepared and
submitted by the
Property Officer due
to absence of
necessary
documents.

Not Implemented

The identification of
the accountable end-
user is still on-going
as of year-end.

11.

Unreconciled Cash in Bank-
LCCA balance -
$294,980.57

We  recommended and
Management agreed to direct
the Accountant to submit
without delay the BRS and
reconcile the book and bank

AAR
2017
pp. 57-58

Implemented

BRS have Dbeen
submitted within the
prescribed time.
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
balances to reflect the correct
balance of the Cash in Bank-
LCCA account.
12. Doubtful collectability of | AAR
past due accounts — P1.370 2017
billion pp. 58-59
We  recommended and Demand letters
Management agreed to were sent to the | Not Implemented
(1) resort to legal means/ coops/federations
remedies for the collection of for the settlement | Demand letters were
the past due accounts, if the of  out-standing | verified.
legal means proved to be receivables.
futile, request for write-off of
dormant accounts after a Continuous
thorough review and analysis of
evaluation of the accounts borrowers’  past
validated; and (ii) direct the due accounts.
Fund Recovery Division to
study and evaluate further
the collectability status of
loans outstanding
receivables.
13. Unreconciled discrepancies AAR
in the balances per 2017
confirmation of  Loans | pp. 59-60
Receivable — P151.705
million
We  recommended and The  Accountant | Not Implemented
Management  agreed to and the FMS is
instruct the Accountant to closely Results of
coordinate with the coordinating with | confirmation still
borrowers the discrepancy the conduits in the | reveal unreconciled
between the respective reconciliation on | discrepancies.
records for a reliable and the discrepancy of
correct balance of the the  outstanding

receivable accounts in the
financial statements.

loans between the
respective records
for the correctness
of  the loans
receivable
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
accounts in the
Financial
Statements.
14. Unidentified borrowers of | AAR
loan payments/collection - 2017
P4.474 million p. 60
We  recommended and | CY 2015 | The Financial and | Not Implemented
Management agreed to direct | AAR | Management
the Fund Recovery Division Division (FMD) | The collections from
(FRD) to exert effort to created a google | unidentified borrow-
further identify the account sheet  for  the | ers decreased due to
collections from various unidentified the monthly
unidentified borrowers in collections/deposit | identification of the
order to reflect the accurate s based on monthly | collections.
balances of the borrowers’ Bank
account. Reconciliation
Statement ~ done
and is shared with
FRD to aid in the
identification  of
the collections.
15. Unreconciled balance of | AAR
assigned accounts disclosed 2017
in the Notes to Financial p. 61
Statements - $72.174 million
We  recommended and The FMS of ACPC | Not Implemented
Management  agreed to continuously
instruct the Accountant to evaluate and | The reported
coordinate with the RFUs the analyses the | balances of DA-
discrepancy between their collectability of its | RFUs I and VIII in

respective records for a
reliable balance of the
assigned receivable accounts
in the Notes to Financial
Statements.

past due loans
receivables of
different

borrowers and
institutions under

the wvarious agri-
credit programs of
ACPC.

The Accountant is

the books of ACPC
remained the same in
CYs 2017 to 2020.
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation

working with the
FMS and the latter
closely coordinate
with the DA-RFUs
in the
reconciliation on
the discrepancy of
the assigned
accounts between
the respective
records. FMS
undertakes the
following

activities (a) send
letters to DA-
RFUs starting July
2018, requesting
submission of the
latest schedule of
borrowers’

receivables; and
(b) visit DA-RFUs

that cannot

immediately

submit the

schedules.

16. Uncertain Collectability of | AAR

Loans Receivable from 2014
Quedancor — P1.006 billion. | pp. 33-35
We  recommended  that Not Implemented
management coordinate with
the Quedancor accountant in Result of
reconciling the discrepancy confirmation letter
between the  respective disclosed that
records of the two agencies discrepancy still
for a reliable and accurate exists between
receivable account in the Quedancor and
financial statement. ACPC’s records.
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Annex F

Agricultural Credit Policy Council
Notes to Financial Statements
For the year ended December 31, 2020

General Information/Agency Profile

The financial statements of Agricultural Credit Policy Council (ACPC) were
authorized for issue on February 11, 2021 as shown in the Statement of Management
Responsibility for Financial Statements signed by Jocelyn Alma R. Badiola, the
Executive Director.

ACPC is an agency created on December 24, 1986 by virtue of Executive Order No.
113 replacing the Presidential Committee on Agricultural Credit (PCAC) and the
Technical Board for Agriculture Credit (TBAC). The mandate of ACPC is to:

a. assist the Department of Agriculture (DA) in synchronizing all credit policies
and programs in support of the Department’s priority programs;

b. review and evaluate the economic soundness of all ongoing and proposed
agricultural credit programs;

c. receive all reports and documents of all programs with agricultural credit and
financing components; and

d. undertake measures of increasing its fund base and of adopting other liquidity
interest stabilization and risk cover mechanisms for its various financing
programs in consultation with the Monetary Board.

Through the years, the mandate of ACPC expanded with the adoption of the
following:

A. R.A. 7607 (The Magna Carta for Small Farmers) dated June 4, 1992 whereby:

 The DA, through the ACPC and other concerned agencies, shall give
subsidies for the education and training of small farmers on credit
awareness, loan acquisition and loan repayment; conduct an intensive
information drive to promote the establishment of strong and viable farmer’s
organizations, such as cooperatives, credit unions, rotating savings and
credit associations; and, set up a system which will provide information on
the credit worthiness of potential borrowers;

* Administer the loan guarantee coverage under the Comprehensive
Agricultural Loan Fund (CALF), expanded by the Government, and conduct
special projects to promote innovative financing schemes of small farmers;



B.

C.

D.

* Administer the subsidy provided by the Government for the costs of
information dissemination, monitoring, training and registration of farmers’
organizations; and

* Coordinate with the Land Bank of the Philippines (LBP) all the lending
programs of the Government consolidated and placed under the
administration of LBP as a self-sustaining base augmented by annual
budgetary allocations.

Joint Circular No. 1 (DA-DOF-DBM) Series of 2003, whereby the ACPC was
tasked to provide policy direction and have an oversight function over the Agro-

Industry Modernization Credit and Financing Program (AMCEFP) pursuant to
Sections 21, 23 and 25 of RA 8435.

DA Administrative Order No. 6 (IRR of the AFMA) dated July 10, 1998
whereby:

* The Secretary of the DA, as Chairperson of the ACPC, in collaboration with
the National Credit Council (NCC), shall organize dialogue sessions among
stakeholders in rural, agricultural and fisheries financing (Rule 20.1);

* The ACPC, jointly with the NCC, shall formulate the program of the phase-
out of all directed credit programs, including the Comprehensive
Agricultural Loan Fund (CALF) through a participatory process with the
beneficiaries and stakeholders (Rule 21.1);

 The ACPC, in collaboration with the NCC, shall draft the design of the
AMCEFP (Rule 22.1); and

* The ACPC, together with the Bangko Sentral ng Pilipinas, shall formulate
through a participatory process, the implementing guidelines for the setting
of variable grace periods on the repayment of loans and guarantee to long
gestating and variable agricultural and fisheries projects (Rule 24.3).

DA Special Order No. 605, series of 2011, dated September 21, 2011,
Designation of the Agricultural Credit Policy Council (ACPC) as the
Department of Agriculture’s duly authorized Agency to Implement Relevant
Provisions of Republic Act No. 10000, otherwise known as the Agri-Agra
Reform Credit Act of 2009) whereby ACPC was tasked to undertake the
following functions to implement Section 7 of the Implementing Rules and
Regulations of R.A. 10000:

* Formulation of eligibility criteria and accreditation procedures for non-bank
rural financial institutions (non-bank RFIs) and debt securities (Sec. 9 of the
IRR);

e Accreditation of non-bank RFIs in which banks can invest or lend;

e Determination of eligibility of the following securities: (i) bonds issued by
the DBP and LBP, the proceeds of which shall be used for on-lending to the



agriculture and agrarian reform sector, and (ii) other debt securities, the
proceeds of which shall be used to finance activities identified under Section
23 of RA No. 8435;

* Certification of accredited non-bank RFIs and eligible debt securities;

* Reporting and transmission of lists of specific eligible debt securities and
list of accredited non-bank RFIs to the Bangko Sentral ng Pilipinas (Sec. 10
of IRR) at the start of every quarter; and

e Performance of other related tasks pursuant to the implementation of RA
10000 and its IRR.

The services of ACPC are grouped into the following key result areas:
- Transparent, accountable and participatory Governance;
- Poverty reduction and empowerment of the poor and vulnerable; and
- Integrity of the environment and climate change adaptation and mitigation.
The functional line items of ACPC are:
- The General Administration and Support (GAS)
- Operations
- Administration of the Agro-Industry Modernization Credit and Financing
Program (AMCFP)

- Formulation and Monitoring of Credit Policies, Plans and Programs

The Agency’s registered Office address is located at the 28™ floor, One San Miguel
Avenue, Ortigas Center, Pasig City.

Statement of Compliance and Basis of Preparation of Financial Statements

The financial statements have been prepared in accordance with and comply with the
International Public Sector Accounting Standards (IPSAS) issued by the
Commission on Audit per COA Resolution No. 2020-001 dated January 9, 2020.

The financial statements have been prepared on the basis of historical cost, unless
stated otherwise. The Statement of Cash Flows is prepared using the direct method.

Summary of Significant Accounting Policies
3.1 Basis of Accounting

The financial statements are prepared on an accrual basis in accordance with
the International Public Sector Accounting Standards (IPSAS).



3.2

3.3

3.4

Cash and Cash Equivalents

Cash and cash equivalents comprise of cash at bank. For the purpose of the
consolidated statement of cash flows, cash and cash equivalents consist of cash
and short-term deposits.

Inventories

Inventory is measured at cost upon initial recognition. Inventories are
recognized as an expense when deployed for utilization or consumption in the
ordinary course of operation of the ACPC.

Property, Plant and Equipment
Recognition

An item is recognized as property, plant, and equipment (PPE) if it meets the
characteristics and recognition criteria as a PPE.

The characteristics of PPE are as follows:
- tangible items;
- are held for use in the production or supply of goods or services, for rental
to others, or for administrative purposes; and
- are expected to be used during more than one reporting period.

An item of PPE is recognized as an asset if:
- it is probable that future economic benefits or service potential associated
with the item will flow to the entity; and
- the cost or fair value of the item can be measured reliably.
Measurement at Recognition

An item recognizes as property, plant, and equipment is measured at cost.

A PPE acquired through non-exchange transaction is measured at its fair value
as at the date of acquisition.

The cost of the PPE is the cash price equivalent or, for PPE acquired through
non-exchange transaction its cost is its fair value as at recognition date.

Cost includes the following:
- its purchase price, including import duties and non-refundable purchase

taxes, after deducting trade discounts and rebates;
- expenditure that is directly attributable to the acquisition of the items; and



- initial estimate of the costs of dismantling and removing the item and
restoring the site on which it is located, the obligation for which an entity
incurs either when the item is acquired, or as a consequence of having
used the item during a particular period for purposes other than to produce
inventories during that period.

Measurement After Recognition

After recognition, all property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

When significant parts of property, plant and equipment are required to be
replaced at intervals, the ACPC recognizes such parts as individual assets with
specific useful lives and depreciates them accordingly. Likewise, when a major
repair/replacement is done, its cost is recognized in the carrying amount of the
plant and equipment as a replacement if the recognition criteria are satisfied.
All other repair and maintenance costs are recognized as expense in surplus or
deficit as incurred.

Depreciation

Each part of an item of property, plant, and equipment with a cost that is
significant in relation to the total cost of the item is depreciated separately.

The depreciation charge for each period is recognized as expense unless it is
included in the cost of another asset.

Initial Recognition of Depreciation

Depreciation of an asset begins when it is available for use such as when it is
in the location and condition necessary for it to be capable of operating in the
manner intended by management.

For simplicity and to avoid proportionate computation, the depreciation is for
one month if the PPE is available for use on or before the 15™ of the month.
However, if the PPE is available for use after the 15" of the month,
depreciation is for the succeeding month.

Depreciation Method

The straight line method of depreciation shall be adopted unless another
method is more appropriate for agency operation.

Estimated Useful Life



3.5

The ACPC uses the Schedule on the Estimated Useful Life of PPE by
classification prepared by COA.

The ACPC uses a residual value equivalent to at least ten percent (10%) of the
cost of the PPE.

Impairment

An asset’s carrying amount is written down to its recoverable amount, or
recoverable service amount, if the asset’s carrying amount is greater than its
estimated recoverable service amount.

Derecognition

The ACPC derecognizes items of property, plant and equipment and/or any
significant part of an asset upon disposal or when no future economic benefits
or service potential is expected from its continuing use. Any gain or loss
arising on derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included in the
surplus or deficit when the asset is derecognized.

Intangible Assets
Recognition
An intangible asset shall be recognized if, and only if:

a. It is probable that the expected future economic benefits or service
potential that are attributable to the asset will flow to the entity; and

b. The cost or fair value of the asset can be measured reliably.
Measurement

An intangible asset shall be measured initially at cost. If an intangible asset is
acquired through a non-exchange transaction, its initial cost at the date of
acquisition shall be measured at its fair value as at that date. After initial
recognition, intangible assets should be carried at its cost less any accumulated
amortization and any accumulated impairment losses.

Useful Life
Intangible assets are classified as having:

a. Indefinite life — no foreseeable limit to the period over which the asset is
expected to generate net cash inflows for, or provides service potential to,



the entity; and
b. Finite life — a limited period of benefit to the entity.

An intangible asset with a finite useful life is amortized on a straight line
method while an intangible asset with an indefinite useful life is not.

The depreciable amount of an intangible asset with a finite useful life shall be
allocated on a systematic basis over its useful life. As a guideline, the finite
useful life of intangible assets shall be 2 to 10 years. Amortization shall begin
when the asset is available for use, i.e., when it is in the location and condition
necessary for it to be capable of operating in the manner intended by
management. Amortization shall cease at the earlier of the date that the asset is

classified as held for sale (or included in a disposal group that is classified as
held for sale).

Amortization of Intangible Assets

Amortization of an intangible asset with a finite useful life does not cease
when the intangible asset is no longer used, unless the asset has been fully
depreciated or is classified as held for sale (or included in a disposal group that
is classified as held for sale) in accordance with the relevant international or
national accounting standard dealing with non-current assets held for sale and
discontinued operations.

An intangible asset with an indefinite useful life shall not be amortized.
Residual Value

The residual value of an intangible asset with a finite useful life shall be
assumed to be zero unless:

a. There is a commitment by a third party to acquire the asset at the end of its
useful life; or

b. There is an active market for the asset, and: (1) residual value can be
determined by reference to that market; and (2) it is probable that such a
market will exist at the end of the asset’s useful life.

Derecognition
An intangible asset shall be derecognized (a) on disposals (including disposal
through a non-exchange transaction); or (b) when no future economic benefits

or service potential are expected from its use or disposal.

3.6 Changes in accounting policies and estimates



3.7

3.8

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

The ACPC recognizes the effects of changes in accounting estimates
prospectively by including in the Accumulated Surplus.

The ACPC correct material prior period errors retrospectively in the first set of
financial statements authorized for issue after their discovery by:

- Restating the comparative amounts for prior period(s) presented in which
the error occurred; or

- If the error occurred before the earliest prior period presented, restating the
opening balances of assets, liabilities and net assets/equity for the earliest
prior period presented.

In October 2016, ACPC adopted the IPSAS No. 3 which replaced the existing
standard. ACPC reclassified its various Property, Plant and Equipment (PPE)
accounts to the correct PPE accounts and Semi Expendables Expenses which
also adjusted the corresponding depreciations for each types of PPE. The
details are presented in Notes No. 8 for PPE. In December 2017, ACPC
reclassified other IT-PPE accounts to Intangible Assets for acquired computer
software programs.

Functional and Presentation Currency

Items included in the financial statements are measured using the currency of
the primary economic environment in which the organization operates. The
financial statements are represented in Philippine Pesos which is the agency’s
functional and presentation currency.

Revenue from non-exchange transactions
Recognition and Measurement of Assets from Non-Exchange Transactions

An inflow of resources from a non-exchange transaction, other than services
in-kind, that meets the definition of an asset are recognized as an asset if the
following criteria are met:

- It is probable that the future economic benefits or service potential
associated with the asset will flow to the entity; and
- The fair value of the asset can be measured reliably.

An inflow of resources from a non-exchange transaction recognized as an asset
is recognized as revenue, except to the extent that a liability is also recognized
in respect of the same inflow.



3.9

As ACPC satisfies a present obligation recognized as a liability in respect of an
inflow of resources from a non-exchange transaction recognized as an asset, it
reduces the carrying amount of the liability recognized and recognizes an
amount of revenue equal to that reduction.

Measurement of Revenue from Non-Exchange Transactions

Revenue from non-exchange transactions is measured at the amount of the
increase in net assets recognized by the entity, unless a corresponding liability
is recognized.

Transfers

The ACPC recognizes an asset in respect of transfers when the transferred
resources meet the definition of an asset and satisfy the criteria for recognition
as an asset, except those arising from services in-kind.

Transfers from other government entities

Revenues from non-exchange transactions with other government entities and
the related assets are measured at fair value and recognized on obtaining
control of the asset (cash, goods, services and property) if the transfer is free
from conditions and it is probable that the economic benefits or service
potential related to the asset will flow to the ACPC and can be measured
reliably.

Revenue from Exchange transactions
Measurement of Revenue

Revenue was measured at the fair value of the consideration received or
receivable.

Interest income

Interest income is accrued using the effective yield method. The effective yield
discounts estimated future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount. The method applies this
yield to the principal outstanding to determine interest income each period.

3.10 Budget information

The annual budget is prepared on a cash basis and is published in the
government website.



As a result of the adoption of the cash basis for budgeting purposes, a separate
Statement of Comparison of Budget and Actual Amounts is presented showing
the basis, timing or entity differences.

3.10.1 Allotment, Obligations and Balances

Under the Current Appropriations — 2020, total allotment available
during the year was 2 5,118,155,054.00 with obligations incurred in
the amount of 2 5,115,789,992.50 as of December 31, 2020 broken
down as follows:

Allotment (in millions) Unexpended Balance
Fund Category
Current Obligations Amount Reverted Continuing
101 PS 2 43,049,654.00 £41,199,105.14 £1,850,548.86 | 2 0.00 P 1,850,548.86
MOOE 33,366,400.00 32,859,935.22 506,464.78 506,464.78
FE 11,000.00 6,800.00 4,200.00 4,200.00
(6(0) 5,041,728,000.00 5,041,724,152.14 3,847.86 3,847.86
Total P5,118,155,054.00 | P5,115,789,992.50 | P 2,365,061.50 £2,365,061.50

3.11 Employee benefits

The employees of ACPC are member of the Government Service Insurance
System (GSIS) Employees Compensation Insurance Premium (ECIP), which
provides life and retirement insurance coverage.

The ACPC recognizes the undiscounted amount of short term employee
benefits, like salaries, wages, bonuses, allowance, etc., as expense unless
capitalized, and as a liability after deducting the amount paid.

The ACPC recognizes expenses for accumulating compensated absences when
these are paid (commuted or paid as terminal leave benefits). Unused
entitlements that have accumulated at the reporting date are not recognized as
expense. Non-accumulating compensated absences, like special leave
privileges, are not recognized.

3.12 Measurement uncertainty

The preparation of financial statements in conformity with IPSAS, requires
management to make estimates and assumptions that affect the reporting
amounts of assets and liabilities, and disclosure of contingent assets and
liabilities, at the date of the financial statements and the reported amounts of
the revenues and expenses during the period. Items requiring the use of
significant estimates include the useful life of capital assets, estimated
employee benefits, etc.



Estimates are based on the best information available at the time of preparation
of the financial statements and are reviewed annually to reflect new
information as it becomes available. Measurement uncertainty exists in these
financial statements. Actual results could differ from these estimates.

Changes in Accounting Policies

Pursuant to COA Circular No. 2020-001 dated January 8, 2020 which prescribed the
use of Volume III- Revised Chart of Accounts (RCA), Updated 2019 replacing
Volume III- RCA (Updated 2015) of the Government Accounting Manual (GAM)
for National Government Agencies, ACPC adopted the additional accounts and
modified account codes and description under the new RCA to facilitate proper
recognition of financial transactions in the books of accounts and preclude the
misuse of accounts.

Cash and Cash Equivalents

5.1 The account balance is composed of the following:

Account Name 2020 2019
Cash in Bank — Local Currency, Current Account P 202,970,915.48 | B 162,019,695.21
Cash in Bank- Local Currency, Savings Account 1,748,209.44 939,304.25
Cash—Treasury/Agency Deposit, Special Account 879,511,630.95 458,316,585.73
Total Cash and Cash Equivalents P 1,084,230,755.87 | B 1,621,275,585.19

5.1.1 Cash in Bank — Local Currency, Current Account amounting to
£202,970,915.48 consist of the following:

Particulars 2020 2019

ACPC Fund - this fund includes amount set-up for | 2 175,229,368.38 | £ 125,901,967.28
the immediate payment of collection fees of
collecting agents, defray payment of taxes and fees
of properties acquired by ACPC from institutional
borrowers as payment of their loan obligations,
evaluation of the Operational fund of the
Production Loan Easy Access Program (PLEA),
Survival Recovery Assistance Program (SURE),
Program for Unified Lending to Agriculture
(PUNLA) and Supplemental Budget in the amount
of £119,422,128.00

Agrarian Production Credit Program (APCP)- this 27,741,047.10 36,117,727.93
fund is opened for the operational requirement
Total £202,970,915.48 P2162,019,695.21

5.1.2  Cash in Bank — Local Currency, Savings Account amounting to
P1,748,209.44 consist of the following:

Particulars 2020 2019
Upland Southern Mindanao (USM) Fund P 1,697,193.66 | 2 929,304.25




6.

ACPC Payroll Fund, Savings Account — this fund was 51,015.78 10,000.00
opened in April 2015 for payroll for salaries,
allowances, and other benefits of regular.

Total P 1,748,209.44 | B 939,304.25

5.1.3 The balance of Cash — Treasury/Agency Deposit, Special Account of
£879,511,630.95 represents collections/repayment of loans under all
directed credit programs deposited to BTr designated as Special
Account for the Agro-Industry Modernization Credit and Financing

Program (AMCEFP).
Investments
Account Name CY 2020 CY 2019
Investment in Treasury Bonds, Local £799,514,393.81 2 0.00
Investments in Time Deposit-Local Currency 117,090,985.19 0.00
Total £916,605,379.00 2 0.00

6.1 Investment in Treasury Bonds, Local amounting to £799,514,393.81 represents
the transfer of fund from BTr-AMCFP Fund to BTr- TOP-TSA account for
investment management of Bureau of Treasury in support to the credit and
operating requirements of ACPC credit programs.

6.2 The Investments in Time Deposit —Local Currency represents the Upland
Southern Mindanao-CIBP (USM-CIB) trust funds placed in Land Bank of the
Philippines (LBP) and United Coconut Planters Bank (UCPB).

Receivables
Account Name CY 2020 CY 2019

Loans Receivable — GOCC P 1,292,567,660.29 | B 1,192,567,660.29
Allowance for Impairment — Loans Receivable — (1,292,567,660.29) | (1,192,567,660.29)
GOCC
Loans Receivable — Others 6,825,746,409.16 2,854,880,430.91
Allowance for Impairment — Loans Receivable — (165,118,900.17) (166,136,058.99)
Others
Interest Receivable 1,993,865.64 1,993,865.64
Due from National Government Agencies 735,054.88 113,730.80
Due from Government-Owned and/or Controlled 6,277,015,235.45 5,674,545,230.00
Corporations
Due from Officers and Employees 378,498.52 378,498.52
Receivables- Disallowances/Charges 21,455.31 83,981.31
Total Receivables P 12,940,771,618.79 | P 8,365,859,678.19

The total loan receivables of R5,061,407,470.86 of which £399,989,283.61 are
already past due, is considered as the maximum amount exposed to credit risk since
these are all released to the farming and fishery sectors which are vulnerable to
various calamities that affect the repayment.



ACPC does not require collaterals under its new credit programs, namely: Kapital
Access for Young Agripreneurs (KAYA), Agri-Negosyo/Agriprenuers (ANYO),
Production Loan Easy Access Program (PLEA), Survival and Recovery Assistance
Programs (SURE), Program for Unified Lending to Agriculture (PUNLA),
Agricultural Fisheries Financing Programs (AFFP), and Agrarian Production Credit
Program (APCP). These programs are supported by a guarantee scheme under the
Agricultural Guarantee Fund Pool (AGFP) program that is implemented by DA and
LBP. In addition, ACPC’s credit program with banks/cooperative under the
Cooperative Bank Agricultural Program (CBAP) is secured by a Deed of
Assignment (DOA) of Receivables; however, ACPC’s program under the AMCFP
with QuedanCor is not secured. Credit programs with the NABCOR, NFC and
NDA are secured by a DOA of Receivables, Inventories and Equipment,
respectively. Programs under the Upland Southern Mindanao-CIBP, ICB Micro
program for Bohol, Multi-Livestock Development Loan Program, and Direct Market
Linkage Programs are secured by promissory notes, post-dated checks and/or DOA
of receivables.

ACPC’s old credit programs, such as the DAPCOPO, Micro-Credit Program,
Gintong Ani Programs, NABCOR Agri-Business Programs, Integrated Rural
Financing Programs, Expanded CoopBank Assistance Program, Fisheries Loan
Guarantee Program and Special Agriculture Rehabilitation Fund are secured either
by promissory notes, post-dated checks and DOA of real properties or receivables.

The Financial Management Division has already recorded the recognition of
Impairment Allowance amounting to £1,358,703,719 (adjusted due to collections).
The amount represents past due loan receivables on various agricultural credit
programs. The Fund Recovery Division (FRD) identified the factors in the
computation of the impairment loss on loan receivables.

7.1 Loans/Interest Receivables

7.1.1 Loans Receivable-GOCCs of £1,292,567,660.29 represents unpaid
amortizations which are due and demandable.

7.1.2  Loans Receivable — Others — of 2 6,825,746,409.16 represents unpaid
amortizations by cooperative banks and cooperatives which are due
and demandable over 15 to 43 years.

7.1.3 Interest Receivable account of P1,993,865.64 represents interest
receivable from Peoples Credit and Finance Corporation (PCFC)
under Cooperative Banks Agri-Lending Program-Agriculture and
Fishery Financing Program (CBAP-AFFP).

7.1.4 The DA-RFU receivables amounting to £2,219,119,750.00 with an
outstanding balance of £2,055,931.86 managed by ACPC for



7.1.5

consolidation and collection are not recorded in the books since these
were implemented by the DA-RFUs. These accounts are long overdue
as such collections of majority of the amount are not assured. Said
accounts are requested for write-off by the respective DA RFUs.

A total of B 64,531,191.87 consisting of 223 properties was assigned
by PDIC and financial institutions to ACPC as payments to ACPC’s
claims on outstanding loan receivables. These documents are covered
by Deeds of Assignment (DOA) or Dacion en Pago Agreements. Of
the said amount, ownership of nine properties, with a total assigned
value of £45,389,278.00, were already transferred in the name of
ACPC. The balance of 177 properties with an assigned amount of
P215,309,510.24 was not recorded in the books of account pending
verification of the existence and salability of the assigned properties.
The DOA is an instrument issued by PDIC as assignor of the
properties from closed banks that have outstanding loans with ACPC,
being the assignee. The assignor assigns, transfers and conveys to the
assignee the property, together with the improvements thereon, at an
assigned value determined by PDIC as full/partial settlement of the
assignee’s claim. Once verified, the properties are then offered for
either buyback to the original owner or his heirs, or offered to other
interested parties. Proceeds from the sale are then deducted from the
outstanding loan receivables of the concerned financial institution.

7.2 Inter-Agency Receivables

Account Name CY 2020
Current Non- Current Total
Due from NGAs P 735,054.88 P 0.00 | 2 735,054.88
Due from GOCCs 6,277,015,235.45 0.00 6,277,015,235.45
Total P 6,277,750,290.33 | B 0.00 | P 6,277,750,290.33
CY 2019
Account Name Current Non- Current Total
Due from NGAs P 113,730.80 2 0.00 | 2 113,730.80
Due from GOCCs 5,674,545,230.00 0.00 5,674,545,230.00
Total P 5,674,658,960.80 | P 0.00 | P 5,674,658,960.80
7.2.1  The balance of Due from National Government Agencies account

7.2.2

amounting to B 735,054.88 represents undelivered supplies from
DBM-Procurement Service amounting to 24,821.92, and PS-
Government Fare Agreement amounting to 2710,232.96.

The balance of Due from Government-Owned and/or Controlled
Corporations account amounting to £6,277,015,235.45 represents the
amount released to National AgriBusiness Corporation (NABCOR),
Land Bank of the Philippines (LBP) Sikat Saka II Program, and
Agriculture and Fishery Financing Program (AFFP), Land Bank of the



Philippines and Development Bank of the Philippines (DBP) under
RCEF, Landbank of the Philippines-SURE-Aid, Development Bank
of the Philippines- BuyAnihan and Land Bank the Philippines
BAYANIHAN II.

The liquidation of the NABCOR balance amounting to

PR15,700,203.59 is being undertaken by the Department of
Agriculture.
7.3 Aging/Analysis of Loans/Interest Receivables
CY 2020
Past due
30-
A t N Total C t <
ccount Name otal urren d:os 60 >60 days
Y days

Loans Receivable — P£1,292,567,660.29 P£1,292,567,660.29
GOCCs
Loans Receivable — 6,825,746,409.16 6,425,757,125.55 399,989,283.61
Others
Interest Receivable 1,993,865.64 1,993,865.64

Total £8,120,307,935.09 P 6,427,750,991.19 - £1,692,556,943.90

CY 2019
Past due
Account Name Total Current <30 30-
days 60 >60 days
days

Loans Receivable — £1,192,567,660.29 P1,192,567,660.29
GOCCs
Loans Receivable — 2,854,880,430.91 2,448,323,432.78 406,556,998.13
Others
Interest Receivable 1,993,865.64 1,993,865.64

Total £4,049,441,956.84 P 2,450,317,298.42 - | P£1,599,124,658.42

Inventories

This represents the balance of Office Supplies Inventory account amounting to
P83,384.03 and 2149,346.64 for the year 2020 and 2019, respectively.

Property, Plant and Equipment

Account Name 2020 2019
Land P 40,389,278.00 | P 40,389,278.00
Buildings 37,099,972.56 37,966,574.91
Buildings 53,144,575.00 53,144,575.00
AccumulatedDepreciation (16,044,602.44) (15,178,000.09)

Net Value 37,099,972.56 37,966,574.91
Machinery and Equipment 12,188,503.81 12,406,174.04
| Office Equipment 1,577,126.53 2,088,227.53




Account Name 2020 2019
Accumulated Depreciation (788,660.13) (986,281.49)
Accumulated Impairment Loss (46,430.00) (46,430.00)
Net Value 742,036.40 1,055,516.04

Information and Communication
Technology Equipment

19,474,066.13

16,373315.64

Accumulated Depreciation (8,806,338.40) (6,014,108.89)
Accumulated Impairment Loss ) (321,970.41) (312,886.00)
Net Value 10,345,757.32 10,046,320.75
Communication Equipment 823,728.00 823,728.00
Accumulated Depreciation (701,755.20) (610,916.85)
Accumulated Impairment Loss ) (3,120.00) (3,120.00)
Net Value 118,852.80 209,691.15
Other Equipment 1,663,159.00 1,808,933.25
Accumulated Depreciation (681,301.71) (714,287.15)
Net Value 981,857.29 1,094,646.10
Transportation Equipment 2,935,730.52 3,076,342.222
Motor Vehicles 9,957,268.24 9,957,268.24
Accumulated Depreciation (7,021537.72) (6,880,926.02)
Net Value 2,935,730.52 3,076,342.22
Furniture, Fixtures and Books 508,232.95 1,612,589.49
Furniture and Fixtures 3,943,923.86 4,048,023.86
Accumulated Depreciation (3,435,690.91) (2,435,434.37)
Net Value 508,232.95 1,612,589.49
Total Property, Plant and Equipment, net | P 93,121,717.84 | B 95,450,958.66
Particulars Land Buildings Machi'nery and TransPortation Fun?iture and Total
Equipment Equipment Fixtures
Carrying Amount,
January 1, 2020 40,389,278.00 | B 37,966,574.91 B 12,406,174.04 | B 3,076,342.22 P 1,612,580.49 | P 95,450,958.66
Additions/Acquisitions/
Donations 5,618,933.69 5,618,933.69
Adjustment Reclassification (2,045,298.08) (104,100.00) (2,149,398.08)
Disposed (1,158,420.76) (1,158,420.76)
Total 40,389,278.00 | B 37,966,574.91 | P 14,821,388.89 3,076,342.22 1,508,489.49 97,762,073.51
Adjustment, Accumulated
Depreciation 1,062,689.08 - 1,062,689.08
Depreciation (as per (1,000,256.54
statement of Fin. Perf.) (866,602.35) (3,686,489.75) (140,611.70) ) (5,693,960.34)
Impairment (as per
Statement of Fin. Per) (9,084.41) (9,084.41)
Carrying Amount,
December 31, 2020 40,389,278.00 | B 37,099,972.56 P 12,188,503.81 | B 2,935,730.52 P 50823295 | P 93,121,717.84
Gross Cost 40,389,278.00 53,144,575.00 23,538,079.66 9,957,268.24 3,943,923.86 130,973,124.76
Less: Acc. Depreciation 16,044,602.44 10,978,055.44 7,021,537.72 3,435,690.91 37,479,886.51
Acc. Imp. Loss 371,520.41 371,520.41
Carrying Amount, Dec.
31,2020 40,389,278.00 | B 37,099,972.56 P 12,188,503.81 | B 2,935,730.52 P 50823295 | P 93,121,717.84

9.1 Land account balance of 240,389,278.00 represents (a) dacion value of three
(3) properties totaled 445,518.00 assigned by PDIC thru Deed of Assignment
(DOA) as payment in kind for the loans of RB Capas, Inc. and RB Jasaan, Inc.;
and (b) dacion en pago of six (6) properties amounting to £39,943,760.00 from
Cooperative Bank of Nueva Ecija (CBNE) as payment for its various loans
with ACPC which were registered under the name of ACPC.




10.

11.

12.

13.

14.

15.

9.2 Buildings account costing 53,144,575.00 represents office building located at
the 28" and 30™ floor, One San Miguel Avenue, Ortigas Center, Pasig City
which were acquired on October 6, 2006 and March 16, 2012, respectively.

Intangible Assets
Account Name 2020 2019
Computer Software 2 2,502,421.17 2 2,502,421.17
Accumulated Amortization 1,159,204.21 737,169.00
Net Value P 1,343,216.96 P 1,765,252.17

Financial Liabilities
The balance of Accounts Payable of B 1,248,084.51 represents unreleased checks

under ACPC Fund, APCP Fund and USM of 2 1,185,084.51 and obligation incurred
from prior year amounting to £ 63,000.00.

Trust Liabilities

The account balance of Guaranty/Security Deposit Payable of 214,000.00 represents
Performance Bond of ISP Gonzales as of 2020 and 2019.

Other Deferred Credits/Unearned Income

The account balance of Other Deferred Credits of R398,998.52 represents set-up for

the derecognition of the loss/missing equipment.

Inter-Agency Payables

Account Name

2020

2019

Due to BIR R 1,537,765.45 2 1,363,246.61
Due to NGAs 15,901,399.80 15,901,399.80
Due to GOCCs 39,375.38 39,375.38
Total P 17,478,540.63 £ 17,304,021.79

Other Payables

The account balance of B 63,904,294.72 represents the balances of the operating and
credit funds of the special programs held by ACPC, as follows:

Particulars

2020

2019

Cooperative Bank Agri-Lending (CBAP)

P 960,149.63

2 960,149.63

Upland Southern Mindanao (USM)

28,148,670.62

29,387,155.67

Weather Index Based Insurance (WIBI) 38,655.00 38,655.00
Agrarian Production Credit Program (APCP) 26,794,850.83 33,094,940.83
Agricultural Guarantee Fund Pool ( AGFP) 345.83 345.83
Multi-Livestock Development Loan Program 2,993,297.48 2,993,297.48




Particulars 2020 2019
(MLDLP)
Northern Foods Corporation 363,873.16 363,873.16
BID Documents/Bid Security 4,559,995.92 5,371,272.98
Due to ACPCMPC/ACPCEA/Asian Insurance 44,456.25 44,456.25
Total P 63,904,294.72 P 72,254,146.83

16. Interest Income

The account balance of B 6,695,120.80 represents the interest income earned on
various ACPC Accounts and interest collections.

Particulars

2020

2019

Interest Payments of borrowers under various
agricultural credit programs i.e., Agricultural and
Fisheries Financing Program (AFFPO, Agricultural
Micro-finance Program (AMP, Gintong Ani
Program (GAP II) , Multi-Livestock Development
Program (MLDLP), Agri Directed Credit Program
(DCPs) and other terminated agricultural credit
programs (IRF,FLGF,SARF & etc.

R 2,288,566.87

R 25,796,965.39

Interest Income of AMCFP Fund for CY 2020 1,476,686.08 4,949,427.21
under BTr-AMCEFP Savings Account No. 0011-

3227-43 maintained with LBP-Intramuros Branch

and other banks.

Interest Income of Upland Southern Mindanao- 2,929,867.85

CIBP trust funds in the Land Bank of the
Philippines (LBP) and the United Coconut Planters
Bank (UCPB)

Total Interest Income

2 6,695,120.80

£ 30,746,392.60

Personnel Services

16.1 The breakdown of Personnel Services is as follows:

Particulars 2020 2019
Salaries and Wages P 29.226,716.71 | B 29,264,496.77-
Other Compensation 11,488,520.46 9,613,887.81
Personnel Benefit Contributions 1,199,089.83 3,865,203.15
Other Personnel Benefits 1,925,662.79 12,452,983.91
Total Personnel Services P 43,839,989.79 | P 55,196,571.64

16.1.1 Salaries and Wages

The Salaries and Wages — Regular amounting to B 29,226,716.71
represents salaries and wages of 35 regular employees during the

year.

16.1.2 Other Compensation




Account Name 2020 2019
Personal Economic Relief Allowance (PERA) P 842.,074.46 P 884,727.26
Representation Allowance (RA) 1,161,000.00 1,186,875.00
Transportation Allowance (TA) 933,000.00 958,875.00
Clothing/Uniform Allowance 204,000.00 222,000.00
Hazard Pay 2,046,000.00
Year End Bonus 4,652,446.00 5,041,410.55
Cash Gift 175,000.00 190,000.00
Other Bonuses and Allowances (PEI) 1,475,000.00 1,130,000.00
Total Other Compensation P 11,488,520.46 P9,613,887.81
16.1.3 Personnel Benefit Contributions
Account Name 2020 2019

Retirement and Life Insurance Premiums P 827,649.14 | 23,562,548.76

Pag-ibig Contributions 41,700.00 44,500.00

Philhealth Contributions 287,740.69 213,654.39

Employees Compensation Insurance Premiums 42,000.00 44,500.00

Total Personnel Benefit Contributions P£1,199,089.83 | P 3,865,203.15

16.1.4 Other Personnel Benefits

Account Name 2020 2019

Terminal Leave Benefits P 712,159.51 P 2,729,846.34

Other Personnel Benefits 1,213,503.28 9,723,137.57

Total Other Personnel Benefits o 1,925,662.79 | B 12,452,983.91

17. Maintenance and Other Operating Expenses (MOOE)
17.1 The breakdown of MOOE is shown below:
Particulars 2020 2019

Traveling Expenses 26,367,241.95 | R 19,475,503.45
Training Expenses/Scholarship Grant 4,256,688.82 6,459,265.07
Supplies and Materials Expenses 4,361,303.64 3,429,917.39
Utility Expenses 1,865,693.40 2,124,509.64
Communication Expenses 6,155,856.69 2,986,424.70
Confidential, Intelligence and Extraordinary Exp. 150,000.00 117,600.00
Professional Services 64,471,287.98 51,170,985.36
General Services 2,167,340.35 1,891,630.16
Repair and Maintenance 991,886.65 940,196.36
Taxes, Insurance Premiums and Other Fees 430,851.94 344,219.39
Other Maintenance and Operating Expenses 13,852,812.45 17,723,569.17
Total MOOE £105,070,963.87 | R106,663,820.69

17.1.1 Traveling Expenses




Account Name 2020 2019
Traveling Expenses — Local 26,237,601.95 | PR 13,951,582.53
Traveling Expenses - Foreign 129,640.00 5,523,920.92

Total Traveling Expenses

P 6,367,241.95

P 19,475,503.45

17.1.2 Training Expenses

The Training Expenses of B 4,256,688.82 represents expenses
incurred for workshops/orientations/trainings for lending conduits and
small farmers/fisherfolks under the various new programs (e.g.
ANYO, KAYA, Agripreneur, SURE programs), and various local

training and workshops for personnel during the period.

17.1.3 Supplies and Materials Expenses

Account Name 2020 2019
Office Supplies Expenses 2 797,119.69 | B 715,990.04
Accountable Forms Expenses 1,000.00
Gasoline, Oil and Lubricants Expenses 1,821,258.02 1,676,252.70
Other Supplies Expenses 1,488,960.33 946,265.40
Semi-Expendable — Mach. and Equipment 120,580.60 90,409.25
Semi-Expendable — Furniture 133,385.00
Total Supplies and Materials Expenses P 4,361,303.64 | P 3,429,917.39
17.1.4 Utility Expenses
Account Name 2020 2019
Water Expenses P 12530628 | B 179,146.19
Electricity Expenses 1,740,387.12 1,945,363.45
Total Utility Expenses P 1,865,693.40 | P 2,124,509.64

17.1.5 Communication Expenses

Account Name 2020 2019
Postage and Courier Expenses 2 47,613.00 | B 134,993.50
Telephone Expenses 2,708,310.74 1,072,000.21
Internet Subscription Expenses 3,399,932.95 | 1,779,430.99
Total Communication Expenses P 6,155,856.69 | P 2,986,424.70

17.1.6 Confidential, Intelligence and Extraordinary Expenses




This represents Extraordinary and Miscellaneous Expenses of the
Office of the Executive Director in the amount of 2150,000.00 and
2117,600.00 as of 2020 and 2019, respectively.

17.1.7 Professional Services

Account Name 2020 2019
Legal Services 2 180,000.00
Consultancy Services 2 4264,865.00 570,920.00
Other Professional Services 60,206,422.98 50,420,065.36
Total Professional Services P 64,471,287.98 | B 51,170,985.36
17.1.8 General Services
Account Name 2020 2019

Janitorial Services 2 1,077,687.54 | B 931,397.84
Security Services 1,089,652.81 960,232.32
Total General Service P£2,167,340.35 | P1,891,630.16

17.1.9 Repairs and Maintenance

Account Name 2020 2019

Repairs and Maintenance — Building and Other

Structures 2 299,846.40 7,679.06
Repairs and Maintenance — Machinery and 20

Equipment 6,924.00 236,002.50
Repairs and Maintenance — Transportation

Equipment 479,116.25 515,420.20
Repairs and Maintenance — Furniture and

Fixtures 6,000.00 134,773.00
Repairs and Maintenance - Other PPE 46,321.60
Total Repair and Maintenance P 991,886.65 | B 940,196.36

17.1.10 Taxes, Insurance Premiums and Other Fees

Account Name 2020 2019
Taxes and Licenses
Fidelity Bond Premiums P 52,450.00 37,441.44
Machinery Insurance Expenses 378,401.94 306,777.95
Total Taxes, Insurance Premiums and P 430,851.94 344,219.39

Other Fees
17.1.11 Other Maintenance and Operating Expenses (OMOE)

Account Name 2020 2019
Donations P 2 5,000.00
Advertising Expenses 202,612.00 57,718.50
Printing and Binding Expenses 146,500.00 331,511.75
Representation Expenses 3,508,201.80 4,508,584.72
Rent Expenses 1,568,225.30 1,622,446.60
Membership and Contributions 208,680.00




Account Name 2020 2019
Subscription Expenses 1,986,406.37 504,766.00
Other Maintenance and Operating Exp. 6,440,866.98 10,484,861.60

Total OMOE

P 13,852,812.45

P 17,723,569.17

18. Financial Expenses

Account Name 2020 2019
Bank Charges P 2 10,380.20
Other Financial Charges-Collection Fee 2,277,110.00 3,418,801.80
Total Financial Expenses P 2,277,110.00 P 3,429,182.00

The Other Financial Charges of 2,277,110.00 represents incentives fees for ACPC’s
Collecting Agents in the collection of Loans Receivable during the year.

19. Non-Cash Expenses

19.1 Depreciation of PPE

Account Name 2020 2019
Depreciation — Buildings R 866,602.35 | B 866,602.35
Depreciation — Office Equipment 303,089.03 147,035.66
Depreciation — ICT Equipment 1,000,256.54 1,213,430.22
Depreciation — Communication Equipment 3,150,790.98 62,102.31
Depreciation - Other Machinery and Equipment 90,838.35 86,771.33
Depreciation — Motor Vehicles 141,771.39 73,950.00
Depreciation — Furniture and Fixtures 140,611.70 224,679.24
Total Depreciation P 5,693,960.34 | P2,674,571.11

19.2 Impairment Loss- PPE

The amount of 2 9,084.41 represents the recognition of impairment loss of the
unserviceable Information and Communication Technology equipment during

the year.

19.3 Amortization of Intangible Assets

The amount of P 422,035.21 and P 58,294.40 represent amortization of
Computer Software for 2020 and 2019 respectively.

19.4 Loss on Sale of Unserviceable Property, Plant and Equipment

The loss on sale amounting to P84,733.07 represents the difference between
the carrying amount and net proceeds from the sale of unserviceable

Machinery and Equipment.




20.

21.

22,

23.

Net Financial Assistance/Subsidy

Subsidy from National Government Agencies

Particulars

2020

2019

NCA received from DBM for operational
requirement of the agency

£ 5,118,501,801.00=

2

3,543,467,561.00

5,621,608.12

Tax Remittance Advice (TRA) issued to the BIR 6,596,660.42
Remittance of refund of cash advances (571,302.00) (141,752.72)
Total P 5,124,527,159.42 | P 3,548,947,416.40

Reversion of Unutilized NCA

(4,984,528.22)

(6,734,335.34)

Subsidy from National Government, net

5,119,542,631.20

3,542,213,081.06

Less: Financial Assistance to NGOs/POs

550,000.00

Net Financial Assistance/Subsidy P

5,119,542,631.20 | P

3,541,663,081.06

Collection of Income/Revenues

The total amount of £6,695,120.80 represents interest income earned on savings
account and various loan program collected in cash and deposited to BTr-AMCFP
and income earned by the USM trust fund amounting to P3,765,867.95 and

22,929,252 .85, respectively.

Receipt of Inter Agency Fund Transfer

The total amount of P149,486,683.85 represents additional fund transfer under

APCP, USM and ACPC Fund.

Accumulated Surplus/(Deficit)

23.1 Prior period adjustment

Particulars

2020

2019

Adjustment on Office Supplies and Other Materials
Expenses based on COA AOM

2 141,638.50

Adjustment to Due to BIR based on COA AOM

(402,086.17)

Prior Year Depreciation of Communication Equipment - 41,561.69
Interest earned of CECAP Account in prior years - 276.00
GFA Fund recorded as Expense in 2018 - 1,500,000.00

Total

£ 1,281,390.02

23.2 Adjustment of Net Revenue recognized directly in Net Assets

Particulars 2020 2019
Collection of Receivables under Agri-DCP P 492,691.47 2 783,500.00
Collection under DA-RO2 1,473,250.31 3,676,501.20
Sale of Property 830,000.00 1,633,834.35




24.

25.

26.

27.

year

Particulars 2020 2019
Unidentified collections/payment of borrowers 73,356,406.73
Set-up of Disallowance 83,981.31
Collection of Receivables under RPC/CAP/GAIIL 405,713.62 4,200,951.67
Adjustment on Impairment of Loans Receivable-Others 1,017,158.82 1,213,174.11
Identified payment of unidentified collection in prior (4,848,909.78) (54,239,868.22)

USM-CIBP withdrawal from trust funds in LBP and
UCPB

(5,900,424.97)

Total

P (6,530,520.53)

P 30,708,481.15

23.3 Surplus for the period

The Surplus for the period of P4,968,839,875.31 pertains to the excess of
revenue and net financial assistance/subsidy over current operating expenses,

referring to statement of financial performance.

Disbursements from Other Funds

Particulars 2020 2019
USM 3,820,709.23 3,970,674.87
DMLDP-VCF 1,491,300.00
Supplemental Budget 58,569,056.45 65,316,842.30
Property Tax Expense 83,960.15 86,292.37
Incentive Fee of Collecting Agent 2,270,310.00 3,414,401.80
APCP 8,779,064.09 6,291,986.59
AMCFP Fund 918,936,521.81 325,709,004.47
Total 992,459,621.73 406,280,502.40

Grant of Loans

The total loan release for the year amounting to 2 5,052,502,269.16 represents loan
releases to 130 cooperative banks, rural banks and cooperative. Releases amounting
to 2 1,023,700.00, 2 3,991,478,569.16,  1,000,000,000.00 and 2 60,000,000.00
were under from DMLDP, GAA, Bayanihan Il and AMCFP Fund, respectively

Collection from Other Fund

The amount of 2 299,999,850.00 represents collection of refund of undisbursed
release under BuyAnihan program to Development Bank of Philippines net of bank

charge of 2 150.00.

Collection of Long-Term Loans

The amount of 2 64,175,684.89 represents collection of loan principal under various
program deposited to BTr-AMCFP, USM and ACPC fund during the year.



28. Key Management’s Interest

28.1

28.2

28.3

Key Management Personnel

The key management personnel of the ACPC are the Executive Director,
Deputy Executive Director (DED) (1) and CTI DED (1), the members of the
governing body and the members of senior management group composed of
four (3) Directors and one CTI Director.

Key Management Personnel Compensation

The aggregate remuneration of members of the governing body and the
number of members determined on a fulltime equivalent basis receiving
remuneration/honoraria within this category amounting to £180,000.00 for CY
2020.

The Secretary of the Department which has supervision over the ACPC is not
remunerated by Agency.

Remuneration and Compensation Provided to Close Family Members of
Key Management Personnel

There were no close family members of key management officials of ACPC in
FY December 2020.



