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COMMISSION ON AUDIT

3 NATIONAL GOVERNMENT AUDIT SECTOR
Cluster 8 — Agriculture and Environment

Quezon City JUN 8 . %77

Executive Director JOCELYN ALMA R. BADIOLA
Agricultural Credit Policy Council

San Miguel Ave. cor. Shaw Blvd.

Ortigas Center, Pasig City

Dear Director Badiola:

We are pleased to transmit the Annual Audit Report on the Agricultural Credit
Policy Council for the Calendar Year 2021, in compliance with Section 2, Article IX-D
of the Philippine Constitution and Section 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;
«(¢c) recommend agency improvement opportunities; and (d) determine the extent of the
implementation of prior year’s audit recommendations.

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 staff.

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 91 of the General Provisions of the General Appropriations Act for FY 2021 (R.A.
No. 11518) using the atfached Agency Action Plan and Status of Implementation (AAPSI),
copy furnished the Secretary of the Department of Budget and Management (DBM),
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.

Very truly yours,
AGRICULTURAL CREDIT POLICY COUNCIL ¢
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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, 2021, ACPC had 34 employees, out of 36 plantilla positions,
and three personnel holding co-terminus with the incumbent positions to be abolished once



vacated. The workforce is supported by 177 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:

Particulars

Amount
(in PhP)

2021

2020

Financial Position

Assets 17,739,683,198.98 | 15,036,157,672.49

Liabilities 60,725,090.90 83,043,918.38

Net Assets/Equity 17,678,958,108.08 | 14,953,113,754.11
Financial Performance

Revenue 39,457,000.65 6,695,120.80

Current Operating Expenses

(158,807,478.56)

(157,397,876.69)

Net Financial Subsidy

2,798,672,437.33

5,119,542,631.20

Surplus/(Deficit) for the Period

2,679,321,959.42

4,968,839,875.31

Sources and Application of Funds

Appropriations

2,797,925,056.00

2,843,794,000.00

Allotment Received

2,797,925,056.00

5,118,155,054.00

Obligations Incurred

2,796,954,868.87

5,115,789,992.50

Unobligated Balance

970,187.13

2,365,061.50

For CY 2021, ACPC has total regular appropriation of $2,794,427,000.00 and
automatic appropriation of £3,498,056.00 or a total of £2,797,925,056.00. Total allotment
of £2,797,925,056.00 consists of Agency Specific Budget and Automatic Appropriations,
amounting to P2,794,427,000.00 and £3,498,056.00, respectively.

ACPC also received supplemental budget of $149,831,714.00 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 2021. 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

il



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 fairness of presentation of the ACPC
financial statements as at December 31, 2021.

E. Significant Observations and Recommendations

1.

Various accounting reports were not submitted within the required period, thus,
affecting the timely verification and communication of audit results to

Management, which could have served as an aid in management decisions and

inputs in enhancing financial accountability. (Observation No. 1)

We recommended and Management agreed to augment the current manpower
of the Accounting Section and require the Chief, Finance Division and
concerned accountable officers to observe the prescribed timelines on the
submission of all accounting reports.

Unserviceable property costing P3,638,311.33 were not yet disposed of as of
year-end, thus, exposing them to loss, destruction, further deterioration, and
depriving the government of potential income that could be generated from the
sale thereof. (Observation No. 4)

We recommended and Management agreed to require the Chief of Property
Division and Disposal Committee to refrain from pooling unserviceable
property for one-time disposal and immediately commence disposal once
declared unserviceable in accordance with existing rules and regulations.

Copies of perfected contracts, purchase orders and their supporting documents
totaling 98 with corresponding amount P14,725,732.86 were not submitted
within the prescribed period, with delays ranging from 1 to 40 days as of year-
end; thus, precluding the timely review and prompt communication of any
deficiencies to Management and rendering the agency non-compliant with the
provisions of COA Circular No. 2009-001 dated February 12, 2009.
(Observation No. 5)

We recommended and Management agreed to require the property officers/staff
concerned to ensure that contracts and purchase orders, together with its
supporting documents, are submitted to the audit team within five days from
issuance as prescribed by law and applicable rules and regulations.

The observations and recommendations were communicated with the agency
officials through the issuance of Audit Observation Memoranda and discussed with
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concerned Management officials and staff in an exit conference on April 4, 2022.
Management views and comments were considered in the report, where appropriate.

F. Enforcement of Settlement of Accounts
Of the P4,105,283.66 audit suspensions and disallowance for prior years and CY
2021, P2,329,008.31 were settled, leaving an unsettled amount of P1,776,275.35. Of this
amount, P1,410,000.00 is still under appeal and awaiting decision, while P204,775.35 has
a pending request for authority to pay in installment.
G. Implementation of Prior Year’s Audit Recommendations
Out of 11 prior year’s audit recommendations, 6 were implemented and 5 were not

implemented by management as of December 31, 2021, 2 of which were reiterated with
modifications.
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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

Unmodified Opinion

We have audited the financial statements of the Agricultural Credit Policy Council,
which comprise the statement of financial position as at December 31, 2021, 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 accompanying financial statements, present fairly, in all material
respects, the financial position of the Agricultural Credit Policy Council as at December
31, 2021, 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.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit observations, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances. We determine that a matter should not be communicated in our report



because the adverse consequences of doing so would reasonably be expected to outweigh the
public interest benefits of such communication.

COMMISSION ON AUDIT

By:
Yluamn G DarK
ELEANOR G. PANCHO

State Auditor IV
Supervising Auditor DA2

Date: April 11, 2022
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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, 2021 and the related Statement of Financial Performance,
Statement of Cash Flows, Statement of Comparison of Budget and Actual Amount, Statement
of Changes in Net Assets/Equity and notes to Financial Statement for the year 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 judgement 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.

IC?CELYN ALMA R. BADIOLA

Chief, Fina Management Head of Agency/Executive Director
Division/Director II

February 14,2022 February 14, 2022
Date Signed Date Signed
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AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF FINANCIAL POSITION
(ALL FUNDS)

AS AT DECEMBER 31, 2021

ASSETS
Current Assets
Cash and Cash Equivalents
Investments
Receivables
Inventories
Other Current Assets
Total Current Assets

Non - Current Assets
Property, Plant and Equipment
Intangible Assets
Total Non-Current Assets

Total Assets
LIABILITIES

Current Liabilities
Financial Liabilities
Trust Liabilities
Deferred Credits/Unearned Income
Inter-Agency Payables
Other Payables
Total Current Liabilities

Total Liabilities
Total Assests Less Total Liabilities

NET ASSETS/EQUITY
Accumulated Surplus(Deficit)

Total Net Assets/Equity

Note

0 3 N

11
12
13
14
15

1,396,650,779.59
1,730,749,131.82
14,520,601,964.47

2020 As Restated

1,084,230,755.87
916,605,379.00
12,940,771,618.79

173,776.78 83,384.03
- 1,600.00
17,648,175,652.66 14,941,692,737.69

91,083,221.58

93,121,717.84

424,324.74 1,343,216.96
91,507,546.32 94,464,934.80
17,739,683,198.98 15,036,157,672.49
1,040,060.19 1,248,084.51
14,000.00 14,000.00
398,998.52 398,998.52
1,314,201.32 17,478,540.63
57,957,830.87 63,904,294.72
60,725,090.90 83,043,918.38
60,725,090.90 83,043,918.38
17,678,958,108.08 14,953,113,754.11

17,678,958,108.08

14,953,113,754.11

17,678,958,108.08 P

14,953,113,754.11

This statement should be read in conjunction with the accompanying notes.



AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF FINANCIAL PERFORMANCE
(ALL FUNDS)

FOR THE YEAR ENDED DECEMBER 31, 2021

Note 2021 2020 As Restated
Revenue
Service and Business Income 16 P 39,457,000.65 P 6,695,120.80
Total Revenue 39,457,000.65 6,695,120.80
Less: Current Operating Expenses
Personnel Services 17 45,612,952.59 43,839,989.79
Maintenance and Other Operating Expenses 18 105,972,100.12 105,070,963.87
Financial Expenses 19 2,268,755.00 2,277,110.00
Non-Cash Expenses 20 4,953,670.85 6,209,813.03
Total Current Operating Expenses 158,807,478.56 157,397,876.69
Surplus/(Deficit) from Current Operations (119,350,477.91) (150,702,755.89)
Net Financial Assistance/Subsidy 21 2,798,672,437.33 5,119,542,631.20
Surplus/(Deficit) for the period P 2,679,321,959.42 P 4,968,839,875.31

This statement should be read in conjunction with the accompanying notes.






AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF CHANGES IN NET ASSETS/EQUITY
(ALL FUNDS)

FOR THE YEAR ENDED DECEMBER 31, 2021

Accumulated Surplus/(Deficit)

Note 2021 2020 As Restated

Bal: P 14,953,113,754.11 P 9,990,804,399.33
Add/(Deduct):

Changes in Accounting Policy - -

Prior Period Errors - -

Other Adjustments - -
Res 14,953,113,754.11 9,990,804,399.33
Add/(Deduct):
Changes in Net Assets/Equity for the Calendar Year
Sury 23.2 2,679,321,959.42 4,968,839,875.31
Adjustment of Net Revenue recognized directly in Net
Assets/Equity 23.1 46,522,394.55 (6,530,520.53)
Bal: P 17,678,958,108.08 P  14,953,113,754.11

This statement should be read in conjuction with the accompanying notes.






AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF CASH FLOWS

(ALL FUNDS)

FOR THE YEAR ENDED DECEMBER 31, 2021

Note

Cash Flows From Operating Activities

Cash Inflows

Receipt of Notice of Cash Allocation 21
Collection of Income/Revenues 16
Receipt of Inter-Agency Fund Transfers 22

Other Receipts

Adjustment

Total Cash Inflows

Cash Outflows

Payment of Expenses under Regular Fund

Grant of Cash Advances

Remittance of Personnel Benefit Contributions and

Disbursement from Other funds/Programs 24
Grant of Loans under SB-AMCFP Fund

Grant of Loans under GAA 25
Transfer to LBP under Bayanihan I1

Releases to LBP under SURE-AID

Reversal of Unutilized NCA

Adjustments

Total Cash Outflows

Net Cash Provided by (Used in) Operating Activities

Cash Flows from Investing Activities

Cash Inflows

Proceed from Sale/Disposal of PPE 26
Receipt from Other Fund 27
Collection of Long Term Loans and Interests 28

Collection-Others
Total Cash Inflows

Cash Outflows

Purchase of PPE
Total Cash Outflows

Net Cash Provided by (Used in) Investing Activities

Increase(Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, January 1
Cash and Cash Equivalents, December 31

2021

2,794,460,197.00 P

2020 As Restated

5,118,501,801.00

39,457,000.65 6,695,120.80
263,876,641.80 149,486,683.85
2,599,500.95 602,822.24
36,975.63 927,585.76
3,100,430,316.03 5,276,214,013.65

543,856,424.50

4,896,200.02
550,553,352.41

2,242,822,055.88

117,358,646.23
3,663,854.38
4,580,057.29
992,459,621.73
60,000,000.00
3,991,478,569.16
1,000,000,000.00

- 1,023,700.00
2,279,598.90 4,984,528.22
1,386,745.00 -

3,345,794,376.71 6,175,548,977.01
(245,364,060.68) (899,334,963.36)
950,222.68 1,023,852.00
52,721,101.00 299,999,850.00
469,014,982.70 61,246,432.04
37,577,101.02 20,000.00
560,263,407.40 362,290,134.04
2,479,323.00 -
2,479,323.00 -
557,784,084.40 362,290,134.04
312,420,023.72 (537,044,829.32)
1,084,230,755.87 1,621,275,585.19

1,396,650,779.59 P

1,084,230,755.87

This statement should be read in conjunction with the accompanying notes.
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AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNT

(ALL FUNDS)

FOR THE YEAR ENDED DECEMBER 31, 2021

Particulars

RECEIPTS
Service and Business Income
Others
Total Receipts

PAYMENTS

Personnel Services
Maintenance and Other Operating
Expenses

Financial Expenses
Capital Outlays
Total Payments
NET RECEIPTS/PAYMENTS

Budgeted Amount

Difference Final

Actual Amounts on

. Budget and
Original Final Comparable Basis Actual
41,904,000.00 44,941,361.37 44,539,161.68 402,199.69
38,947,000.00 257,677,001.78 37,440,830.69 220,236,171.09
11,000.00 11,000.00 2,931.00 8,069.00
2,717,050,000.00 2,717,050,000.86 2,716,030,663.02 1,019,337.84

2,797,912,000.00 3,019,679,364.01

2,798,013,586.39  221,665,777.62

(2,797,912,000.00)  (3,019,679,364.01)

(2,798,013,586.39) (221,665,777.62)

This statement should be read in conjuction with the accompanying notes.



PART II - OBSERVATIONS AND RECOMMENDATIONS

Financial Audit

Various accounting reports were not submitted within the required period, thus,
affecting the timely verification and communication of audit results to
Management, which could have served as an aid in management decisions and
inputs in enhancing financial accountability.

During the year, the following accounting reports with their supporting documents
were not submitted to the audit team within the prescribed period with delays ranging
from 7 to 218 days:

Rules and Timeline/ Due No. of Range of
Report/ Document ) Reports days
Regulations Date R
with delay delayed
Monthly/Quarterly  Trial | Section 60 (c), Within ten (10) 12 8-217
Balance and Financial | Chapter 19, days after the end
Statements (FSs) and | Government of the month
Supporting Schedules | Accounting
(SSs) Manual (GAM)
Volume I
Year-end TB, FSs and SSs 14" day  of - -
February of the
ensuing year No
Supporting
Schedules
submitted
RCI/RADALI with all paid | Section 10, Daily or as often as 48 7-218
DVs and SDs Chapter 6, GAM | necessary
Volume I
RCD with all ORs, DSs | Section 39, Daily or as often as 10 24-186
and SDs Chapter 5, GAM | necessary
Volume I

The delay and non-submission of the reports and supporting schedules are caused by
lack of manpower and the restrictions imposed by the alert levels as response to the
current pandemic, which prevented the audit team from conducting a timely audit
and verification of financial transactions, which could have served as an aid in
management decisions and inputs enhancing financial accountability.

We recommended and Management agreed to augment the current manpower
of the Accounting Section and require the Chief, Finance Division and

35



B.

concerned accountable officers to observe the prescribed timelines on the
submission of all accounting reports.

Compliance with Other Legal and Regulatory Requirements

Fund utilization/obligation and disbursement

2.

Overall, 99.97 percent or P2,796,954,868.87 of the agency’s
appropriation/allotment of $2,797,925,056.00 was utilized/obligated with
unutilized appropriation/allotment of P970,187.13 as a result of failed bidding
for the procurement of Information and Communication Equipment. Total
disbursements amounted to P2,796,264,268.22 or 99.98 percent of total
obligation. Also, it registered a utilization rate of 99.97 percent or
P2,765,202,112.58 for its major and lone program, Agricultural Credit Program
(ACP), which were in accordance with the purpose of appropriation/allotment
of P2,766,164,000.00 which is 98.86 percent of the agency’s total appropriation.
Moreover, of the total cash allocation of P2,794,460,197.00 received during the
year, 99.92 percent or £2,792,180,598.10 was utilized/disbursed for ACP, the
balance of $2,279,599.90 was automatically reverted to the National Treasury.

Section 62, General Provisions of Republic Act (RA) No. 11518 or Fiscal Year (FY)
2021 General Appropriations Act (GAA), as implemented by Item 3.3 of National
Budget Circular No. 583, dated January 4, 2021 provides that all appropriations
authorized in this Act, shall be available for release and disbursement for the
purpose specified, and under the same general and special provisions applicable
thereto, until December 31, 2021.

After the end of validity period, all unreleased appropriations shall lapse, while
unexpended/undisbursed funds shall revert to the unappropriated surplus of the
General Fund and shall not thereafter be available for expenditure except by
subsequent legislative enactment. Departments, bureaus, and offices of the National
Government shall strictly observe the validity of appropriations and the reversion of

funds.

Section 81, the same GAA (Incurrence or payment of unauthorized or unlawful
obligations or expenditure) states that “Disbursements and expenditures incurred
in violation of existing laws, rules and regulations shall be rendered void. Any and
all public officials or employees who will authorize, allow or permit, as well as those
who are negligent in the performance of their duties and functions which resulted in
the incurrence or payment of unauthorized and unlawful obligation or expenditure
shall be, personally liable to the government for the full amount committed or
expended and, subject to disciplinary actions in accordance of Section 43, Chapter
5 and Section 80, Chapter 7, Book VI of EO No. 292.”
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Overall, the agency’s fund utilization/obligation of £2,796,954,868.87 is 99.97
percent compared to its appropriation/allotment of P2,797,925,056.00 with
unutilized appropriation/allotment of P970,187.13 as a result of a failed bidding for
the procurement of Information and Communication Equipment. Disbursements

amounted to P2,796,264,268.22 or 99.98 percent of total obligation. The details are
shown as follows:

Allotment Appropriation/ Obligation Balance Disbursement | Utilization | Disbursement

Class Allotment Rate Rate
Amount (in PhP)

PS 43,187,056.00 43,187,055.29 0.71 42,789,843.51 100% 99.08%

MOOE 37,677,000.00 37,675,826.70 1,173.30 37,440,830.69 100% 99.38%

FE 11,000.00 2,931.00 8,069.00 2,931.00 | 26.65% 100%

CO 2,717,050,000.00 | 2,716,089,055.88 | 960,944.12 | 2,716,030,663.02 | 99.96% 100%

Total 2,797,925,056.00 | 2,796,954,868.87 | 970,187.13 | 2,796,264,268.22 | 99.97% 99.98%

Also, it registered a utilization rate of 99.97 percent or £2,765,202,112.58 for its major
and lone program, Agricultural Credit Program (ACP), which were in accordance with
the purpose of appropriation/allotment of £2,766,164,000.00, shown as follows:

Allglt:sl:nt ApAp:i(:)lt):;::lt:ton/ Obligation Balance Disbursement Utl]liﬁzlon Dlelll;:; ment
Amount (in PhP)

PS 27,116,000.00 27,116,000.00 - 26,837,566.74 100% 98.97%

MOOE 21,998,000.00 21,997,056.70 943.30 21,786,797.02 100% 99.04%

CcO 2,717,050,000.00 | 2,716,089,055.88 | 960,944.12 | 2,716,030,663.02 | 99.96% 100%

Total 2,766,164,000.00 | 2,765,202,112.58 | 961,887.42 | 2,764,655,026.78 | 99.97% 99.98%

Further, of the total cash allocation of £2,794,460,197.00 received during the year,
99.92 percent or P2,792,180,598.10 was utilized/disbursed for the ACP. The balance
of 2,279,599.90 was automatically reverted to the National Treasury in accordance
with Section 3.4.5 of the National Budget Circular No. 578 dated January 6, 2020.

We recommended that Management ensure full utilization of funds
appropriated for the agency’s program/projects/activities in accordance with
the purpose to achieve its objectives.

Insurance of physical assets with the GSIS

3.

The agency insured with the Government Service Insurance System (GSIS) property
amounting to $90,102,022.46 with corresponding insurance premiums paid in the
amount of P613,848.58, in accordance with Republic Act (RA) No. 656, otherwise

known as the “Property Insurance Law”, as amended by PD No. 245 dated July 13,
1973.

Disposal of unserviceable property

4.

Unserviceable property costing £3,638,311.33 were not yet disposed of as of
year-end, thus, exposing them to loss, destruction, further deterioration, and
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depriving the government of potential income that could be generated from the
sale thereof.

Section 79 of P.D. No. 1445 states that when government property has become
unserviceable for any cause, or is no longer needed, it shall, upon application of the
officer accountable therefore, be inspected by the head of the agency or his duly
authorized representative in the presence of the auditor concerned and, if found to
be valueless or unsaleable, it may be destroyed in their presence. If found to be
valuable, it may be sold at public auction to the highest bidder under the supervision
of the proper committee on award or similar body in the presence of the auditor
concerned or other duly authorized representative of the Commission, advertising by
printed notice in the Official Gazette, or for not less than three consecutive days in
any newspaper of general circulation, or where the value of the property does not
warrant the expense of publication, by notices posted for a like period in at least
three public places in the locality where the property is to be sold. In the event that
the public auction fails, the property may be sold at a private sale at such price as
may be fixed by the same committee or body concerned and approved by the
Commission.

Review of the Report on the Physical Count of Property, Plant, and Equipment
(RPCPPE) as of December 31, 2021, showed unserviceable property with book value
of 3,638,311.33, as follows:

Unserviceable PPE B(()i(:lkp\l]:;)l;l ¢
Information and Communication Technology Equipment 724,812.33
Other Machinery Equipment 62,499.00
Motor Vehicles 2,851,000.00
Total 3,638,311.33

No requests for disposal were made for these property during the year. Nevertheless,
arequest for assistance in the inspection of four unserviceable motor vehicles located
in Davao City was submitted to the Audit Team in 2022.

It was revealed that pooling unserviceable property for one-time disposal caused the
process for disposal to not immediately commence upon declaration of property
unserviceable.

The continued non-disposal of the unserviceable property exposes them to loss,
destruction, further deterioration and consequently the depreciation of its value.
Further, it deprives the government of potential income that could be generated from
the sale thereof.

The timely and immediate disposal therefore will not only result in a higher appraised

value of the unserviceable property but will enable the storage areas that these
occupied, available for other purposes.
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We recommended and Management agreed to require the Chief of Property
Division and Disposal Committee to refrain from pooling unserviceable
property for one-time disposal and immediately commence disposal once
declared unserviceable in accordance with existing rules and regulations.

Submission of government contracts

5.

Copies of perfected contracts, purchase orders and their supporting documents
totaling 98 with corresponding amount of P14,725,732.86 were not submitted
within the prescribed period, with delays ranging from 1 to 40 days as of year-
end; thus, precluding the timely review and prompt communication of any
deficiencies to Management and rendering the agency non-compliant with the
provisions of COA Circular No. 2009-001 dated February 12, 2009.

Section 3.1.1 of COA Circular No. 2009-001 states that “Within five (5) working
days from the execution of a contract by the government or any of its subdivisions,
agencies or instrumentalities, xxx, a copy of said contract and each of all documents
forming part thereof by reference or incorporation shall be furnished to the
Auditor of the agency concerned.”

Section 3.2.1 of the same circular provides that, “A copy of any purchase order
irrespective of amount, and each and every supporting document, shall be submitted
to the unit or agency Auditor concerned, within five (5) working days from
issuance thereof.”

Copies of 98 approved contracts/Memoranda of Agreement (MOAs), Partnership
Agreements (PAs), Purchase Orders (POs) and its supporting documents with
corresponding amount of P14,725,732.86 were not submitted on time to the audit
team. Records showed that these were submitted with delays ranging from 1 to 40
days, details are shown below:

No. of Documents Total Amount of
Contracts/POs with | Number of
Report/Document
Submitted | Delayed Delays Days Delayed
(in PhP)

Contracts:
a. COS 228 93 3,537,931.00 1-11
b. Contract Agreement 1 2 3,167,416.86 1-20
(Goods and Services)
c. Consultancy 0 2 7,955,100.00 2-40
Sub-total 14,660,447.86
Purchase Orders (PO) 76 1 65,285.00 1-15

305 98 14,725,732.86

Total
403
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Out of the 305 contracts/POs submitted on time and 98 submitted with delays, 321
were verified to be complete and in order. While it was noted that only copies of the
other 82 contracts but without the necessary supporting documents were submitted
to the audit team. Copies of the supporting documents were only attached to the
Disbursement Vouchers when processed, thus, rendering the contracts unusable since
validation/review cannot be undertaken due to absence of supporting documents.

The delay on the submission of contracts and POs was due to the frequent lockdowns
and suspension of work imposed as a result of the pandemic.

The delayed submission of the contracts and POs hindered the timely evaluation of
the contract’s compliance with the provisions of RA 9184 and it’s IRR, specifically
on completeness of documentary requirements. Further, assessment that the
contractual covenants are not disadvantageous to the government was also deterred.

In effect, the said rules and regulations requiring the submission of the contracts and
POs within five days from issuance of the contracts and POs were not complied with.

We recommended and Management agreed to require the property officers/staff
concerned to ensure that contracts and purchase orders, together with its
supporting documents, are submitted to the audit team within five days from
issuance as prescribed by law and applicable rules and regulations.

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

6.

The GSIS personal share and loans of employees amounting to $2,623,884.12 and
P2,610,683.72, respectively, were deducted properly and remitted without delay, in
accordance with RA No. 8291, the GSIS Act of 1997. Likewise, the employer’s
share amounting to £3,498,055.19 was remitted without delay.

Withholding and remittance of PhilHealth contributions

7.

The PhilHealth personal share of employees amounting to P344,892.40 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 $344,892.40 was remitted without delay.

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

8.

The Pag-IBIG personal share and loan payments of employees amounting to
P69,886.20 and P59,457.24, 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 P41,400.00 was
remitted without delay.

Withholding and remittance of taxes
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9. Taxes from the gross compensation income from officials and employees and
government purchases and contract of services from suppliers/contractors amounting
to P6,132,159.11 and P5,017,221.09, 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

10. The agency hired 177 individuals covered with Contracts of Service (COS) on a semi-
annual basis with corresponding payments amounting to P68,971,008.04 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 34 personnel and due to lack of
manpower. Their salaries were charged against Maintenance and Other Operating
Expenses under the Other Professional Services as authorized under DBM Circular
Letter (CL) No. 2013-5 dated July 22, 2013.

GAD Budget, Utilization and Accomplishments

11. The agency allocated the amount of £139,895,600.00 or five percent of the total
appropriations of £2,794,427,000.00 for GAD programs and activities, in compliance
with Section 32 of the General Provisions of the GAA for FY 2021. Moreover, all
planned activities were implemented with fund utilization including attribution costs
of P699,238,704.73 or 499.83 percent of budgeted amount.

Formulation and implementation of program/activities for SCPD

12.  The agency spent P829,120.00 in the implementation of the activities for the Senior
Citizen and Person with Disability (SCPD), through conduct of institutional capacity-
building programs and credit facilitation seminars, as well as, provision of
COVID-19 protection kits and wellness supply for senior citizens and differently-
abled citizens, in compliance with Section 33 of the General Provisions of the GAA
for FY 2021.

Receipt and utilization and implementation of FAPs and ODA Funded Projects

13. The agency has no Foreign-Assisted Projects (FAPs) and Official Development
Assistance (ODA) Funded Projects for CY 2021.

Receipt and utilization of Disaster Related Fund

14. The agency did not receive Disaster Risk Reduction and Management (DRRM) Fund
and/or Quick Response Fund (QRF) for CY 2021.

Audit suspensions, disallowances and charges
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15.

Notices of Suspension (NSs) and Notices of Disallowance (NDs) were issued for
transactions audited during the year amounting to P850,553.00 and
P3,219,775.35, respectively, due to non-compliance with various laws, rules and
regulations. Also, Notices of Settlement of Suspension, Disallowance and Charge
(NSSDCs) were issued for settlements amounting to $£2,329,008.31, leaving
unsettled disallowances amounting to 1,776,275.35 as of the end of the year.

COA Circular No. 2009-006 or the Revised Rules of Settlement of Accounts dated
September 15, 2009 provides, among others, that:

Section 7.1.1 - “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.”

Section 10.1 — “The Auditor shall issue a Notice of Disallowance (ND) for
transactions which are irregular/unnecessary/excessive and extravagant as defined
in COA Circular No. 85-554 as well as other COA issuances, and which are illegal
and unconscionable.”

Section 10.4 — “The disallowance shall be settled within six (6) months from receipt
of the ND by the person liable.”

Section 13 — “The Auditor shall issue the NSSDC whenever a
suspension/disallowance or charged is settled.”

The total audit suspensions and disallowances of various transactions as of December
31, 2021, as well as the settlement during the year, is summarized below:

_— Issued this period .
Beginning Balance Ending Balance
Particulars as of 12/31/2020 Ja““;rs-‘;;l;" Dechbe;ISSSll,)ZéJZI as of 12/31/2021

Amount (in PhP)

Suspension - 850,553.00 850,553.00 -
Disallowance 34,955.31 3,219,775.35 | 1,478,455.31 1,776,275.35
Charge - - - -
Total 34,955.31 4,070,328.35 | 2,329,008.31 1,776,275.35

The amount of P850,553.00 pertaining to the payment of service fee to public lawyer,
hazard pay and purchase of various goods were suspended in audit due to lack of
supporting documents as required in COA Circular No. 2012-01 — Prescribing the
Revised Guidelines and Documentary Requirements for Common Government
Transactions dated June 14, 2012. Suspensions amounting to £635,000.00 were lifted
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upon submission of lacking documents, while the balance of P215,553.00 matured
into disallowance.

The beginning balance of disallowances amounting to P34,955.31 pertains to the
excessive monetization of leave credits in CYs 2016-2017 of an ACPC employee,
who settled his liability on February 3, 2021 and corresponding NSSDC has been
issued. Of the current year’s disallowance of P3,219,775.35, settlements amounted
to P1,443,500.00; thus, leaving a balance of P1,776,275.35 as at year-end. The details
of NDs issued during the year are as follow:

ND No./Date Particulars émount Remarks/ Status
(in PhP)
ND No. 21-001- | Payment of service fee of a 204,775.35 | Awaiting  decision on
SB-(20)/ public lawyer (matured from request for authority to pay
June 23, 2021 NS) in installment.
Amount disallowed is net
of tax amounting to
P10,777.65.
Payment of COVID-19 1,595,000.00 | Amount of £1,433,500.00
ND No. 21-002- Hazard Pay was already settled.
}1(1)1131-(7202)(/)21 Balar}ce of ?16.1,500.00
’ remained outstanding as at
year-end.
NDNo.21-003- | Payment of COVID-19 10,000.00 | Fully settled.
101-(20)/ Hazard Pay
July 12,2021
Payment of Special 1,410,000.00 | ND appealed on September
Economic Relief Assistance 9, 2021. Order to Answer
due to pandemic and Year- Appeal received  on
ND No. 21-004- end Performance Incentive October 1, 2021 and
101-(20)/ Answ@r to appeal
July 14, 2021 submitted on October 15,
’ 2021.
Awaiting  decision  on
appeal.
Total 3,219,775.35

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 period.
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modifications in Part II of this report.

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

Of the 11 audit recommendations embodied in prior years’ Annual Audit Reports,
six were implemented, and five were not implemented, two of which were reiterated with

AR within the prescribed
time.

Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
1. The agency allocated| AAR
P132.500 million or 4.67 2020
percent of its appropriation | pp. 6-7
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.
We recommended and
Management agreed to:
a. instruct the GAD chairperson Members of the Implemented
to ensure that GPB is at least ACPC GAD focal
five percent of their budget; system  attended | Five percent of the
and trainings on | agency’s budget was
harmonized allocated for GAD
Gender and | programs in the
Development succeeding year.
Guidelines
b. capacitate GAD focal point (HGDG) to ensure Implemented
system personnel on the use adherence and
of HGDG to enable timely submission
submission of GPB and GAD of GAD reports
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within the prescribed period
or were not submitted at all to
the audit team, thus, affecting

the timely review and
communication of audit
results to management.

We recommended and

Management agreed to instruct
the Chief, Finance Division to
adopt the e-NGAS accounting

system to facilitate timely
submission  of  accounting
reports;

Attained technical
requirements from
COA-GASDOSO
and on the process
of constructing the
required
subsidiary ledger
in e-NGAS format

Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
2. There were no audit AAR
suspensions, disallowances 2020
and charges during the year | pp. 8-9
however, partial settlement
of P0.049 million has been
made on the audit
disallowance of P0.084
million for prior years.
Moreover, the unsettled
amount of P0.035 million as
of year-end has been fully
settled on February 3, 2021.
We recommended and Not Implemented
Management agreed to ensure
strict compliance with laws, rules Suspensions and
and regulations to avoid audit Disallowances were
suspensions, disallowances and issued during the
charges and to require settlement year amounting to
of the same within the prescribed P4,070,328.35.
time.
Reiterated with
modifications under
Observation no. 15
of this report.
3. Financial reports such as AAR
DVs, RCDs, TBs, FSs and 2019
BRS were not submitted | pp.8-9

Not Implemented

As of 2021, e-NGAS
was not yet adopted.
Financial =~ Reports
were still submitted
with delays during
the year.
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation
with consultation | Reiterated with
with DA- | modifications under
Accounting. Observation no. 1 of
this report.
4. Absence of complete and | AAR
proper reporting of loans 2018
receivable  affecting the p.7
appropriateness ~ of  the
Schedule of Loans
Receivable - Other’s account.
We recommended and Updated the Implemented
Management agreed to observe subsidiary ledgers
proper and complete reporting of and reclassified the | Schedule of Loans
loans receivable for Loans Receivable | Receivable - Others
appropriateness of the financial — Others account to | account were
report. Due from GOCCs | updated before
and Due from | reclassification  to
NGOs/POs appropriate accounts
account. in 2021.
5. Derecognized lost/missing AAR
assets not duly supported — 2017
P200,117.74 pp. 44-45
We recommended and
Management agreed to:
a. instruct the concerned Management have | Not Implemented
Accountable  Officers to issued a Special
submit the Report of Lost, Order to | The said report was
Stolen, Damaged, Destroyed reconstitute  the | not prepared and
Property (RLSDDP) Disposal submitted by the

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

Committee on July
15,2021. The team
will be committed
to submit
reportorial
requirements
within 2021.

Property Officer due

to absence of
necessary
documents.

Not Implemented
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Observations and Ref Action Taken by Auditor’s
Recommendations ) Management Validation

missing equipment to The identification of

surrender/ present to the the accountable end-

Property Officer for user is still on-going

documentation and notify the as of year-end.

auditor concerned to verify its

existence.
6. Doubtful collectability of | AAR

past due accounts — P1.370 2017

billion pp. 58-59
We recommended and ACPC will resort | Not Implemented
Management agreed to (i) resort to legal means to
to legal means/ remedies for the collect identified | Review and
collection of the past due accounts and will | evaluation of
accounts, if the legal means request for | accounts are still on-
proved to be futile, request for authority to write- | going, no requests
write-off of dormant accounts off other accounts. | for  authority to
after a thorough review and write-off were
evaluation of the accounts submitted to the
validated; and (ii) direct the Audit Team.
Fund Recovery Division to study
and evaluate  further the
collectability status of long
outstanding receivables.
7. Unreconciled discrepancies AAR

in the balances  per 2017

confirmation of  Loans | pp. 59-60

Receivable —  P151.705

million
We recommended and The amount Implemented
Management agreed to instruct P151.705 million
the Accountant to coordinate with were already | Discrepancies were
the borrowers the discrepancy reconciled as of | identified and
between the respective records August 31, 2021. | reconciled  before
for a reliable and correct balance Online system | reclassification  of
of the receivable accounts in the currently  under | Loans  Receivable
financial statements. development for | accounts.

fast updating of
Partner  Lending

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

8. Unidentified borrowers of | AAR

loan payments/collection - 2017

P4.474 million p. 60
We recommended and Borrowers of the Implemented
Management agreed to direct the P4.474 million
Fund Recovery Division (FRD) collections  were | Unidentified
to exert effort to further identify already identified. | collections were
the account collections from already  identified
various unidentified borrowers in and balances were
order to reflect the accurate already adjusted as at
balances of the borrowers’ year-end.
account.
9. Uncertain Collectability of | AAR

Loans Receivable from 2014

Quedancor — P1.006 billion. | pp. 33-35
We recommended that ACPC have Implemented
management coordinate with the reconciled  with
Quedancor accountant in Quedancor for the | Balance due from
reconciling the  discrepancy balances. Quedancor
between the respective records of amounting to P1.229
the two agencies for a reliable and billion already
accurate receivable account in the reconciled and
financial statement. impaired in 2021

financial statements.
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AGRICULTURAL CREDIT POLICY COUNCIL
28F OSMA Bldg., San Miguel Avenue, Ortigas Center, Pasig City

For the Calendar Year 2021

AGENCY ACTION PLAN and STATUS OF IMPLEMENTATION
Of the Audit Observations and Recommendations

Annex A

As of
Agency Action Plan
Target S of
Ref Audit Audit Acti p Dent Implementatio . Reason for Partial/ Delay/ Non- Action Taken/ Action
ol . R Jati ction erson/Dept. n Implementatio Tmol <onif anplicabl tobe Taken
Plan Responsible Date n
From To
Name and Position of Agency Officer Date

Note: Status of Implementation may either be (a) Implemented or (b) Not Implemented
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