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Dear Director Badiola: BY: AN/PH

We are pleased to transmit the Annual Audit Report on the Agricultural Credit Policy
Council (ACPC) for the Calendar Year 2022, 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: (¢) recommend
agency improvement opportunities; and (d) determine the extent of the implementation of prior
years' 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 97 of the General Provisions of the General Appropriations Act for FY 2022 (R.A. No.
11639) using the attached 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,

7‘% g‘w-»a/ A.
MELISSA GRACE B. MARTINE

Director IV

NGS-Cluster 8
MGBM/CSR/jbg/jcs
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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 dated July 10, 1998 (Implementing Rules and Regulations
[IRR] of the AFMA); 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 the Institution on agri-credit policy and program development that
promotes a sustainable and effective delivery of financial services to the countryside. Its
mission is to develop and advocate agri-credit policies and orchestrate programs that would
promote farmers’ and fisherfolks’ access to sustained financial services.

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 Executive Director Jocelyn Alma R. Badiola, 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 the Operating Services from six to four. 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); (¢) Fund Management Staff (FMS); and (d) Administrative,
Financial and Management Staff (AFMS).

As of December 31, 2022, ACPC had 34 employees out of 36 authorized plantilla
positions, and three personnel holding co-terminus with the incumbent positions to be
abolished once vacated. The workforce is supplemented 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 calendar year (CY) compared with the previous year are shown as follows:

Amount
(in PhP)
2022 2021
As Restated

Particulars

Financial Position

Assets 20,296,289,561.17 17,734,670,629.79

Liabilities 56,346,700.24 60,725,090.90

Net Assets/Equity 20,239,942.860.93 17,673,945,538.89
Financial Performance

Revenue 99,890,546.38 39,457,000.65

Current Operating Expenses

203,562,540.88

161,108,696.89

Net Financial Subsidy

2,606,193,392.29

2,798,672,437.33

Losses

(24,000.00)

Surplus/(Deficit) for the Period

2,502,497,397.79

2,677,020,741.09

Sources and Application of
Funds

Appropriations 2,605,807,058.00 2,797,925,056.00
Allotments Received 2,605,807,058.00 2,797,925,056.00
Obligations Incurred 2,605,783,932.22 2,796,954,868.87
Unobligated Balance 23,125.78 970,187.13

For CY 2022, ACPC has regular appropriation of £2,602,159,563.00 and automatic
appropriation of $3,647,495.00 or a total of P2,605,807,058.00. Total allotments received
of 2,605,807,058.00 consist of Agency Specific Budget and Automatic Appropriations,
amounting to £2,602,159,563.00 and P3,647,495.00, respectively.

ACPC also received supplemental budget of P127,896,508.17 sourced from the
Agro-Industry Modernization Credit and Financing Program (AMCFP) Fund. The
additional budget augmented the regular ACPC appropriations in the administration of the
AMCEFP; including payment for expenses incurred in the collection of loans and
consolidation of funds, strengthening the capability of farmers, borrowers and credit
providers, improve credit delivery through policy research and advocacy and planning,
monitoring and evaluation of ongoing and proposed credit programs.
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C. Scope and Objectives of Audit

The audit covered the accounts, transactions and operations of ACPC for
CY 2022. 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 recommendations.

D. Independent Auditor’s Report

An unmodified opinion was rendered on the fairness of presentation of the financial
statements of the ACPC as at December 31, 2022.

E. Significant Observations and Recommendations

1.

Loan collections amounting to P3,664,087.17 directly deposited by Partner
Lending Conduits to the depository bank of ACPC were not recorded in the
books and remained as book reconciling items in the Bank Reconciliation
Statement due to lack of details, resulting in the misstatement of cash and
receivables accounts for the year. (Observation No. 1)

We recommended, and Management agreed, to: (a) direct the Chief Accountant
to coordinate with the bank and request for assistance to identify the details of
the depositors. Further, if possible, tap the focal persons assigned in the regions
to assist in identifying the PLCs with remitted collections and prepare the
necessary adjusting entries accordingly; and (b) revisit the MOA with PLCs to
include guidelines on the documents to be submitted to ACPC regarding direct
bank deposits and its timeline for submission.

The agency’s appropriation/allotment for CY 2022 of $2,606,777,244.42, was
fully obligated and disbursed until December 31, 2022, including the
appropriation/allotment of 2,570,987,887.41 for Agricultural Credit Program,
which included the amount of P2,515,000,000.00 intended for the Agro-
Industry Modernization Credit and Financing Program. However, only
P982,406,603.46 or 39.06 percent was released to end-borrowers during the
year due to the exclusion of thrift banks and non-bank financial institutions
among the PLCs, resulting in an unreleased fund of P1,532,593,396.54, and,
thus, casting doubt on the attainment of the goal of ACPC of ensuring that credit
is truly made available and accessible to small farmers and fisherfolks.
(Observation No. 3)

We recommended, and Management agreed, to encourage more PLCs and
coordinate with them to expedite processing of applications and loan releases
to eligible end-borrowers, otherwise, refund the unused balances for reversion
to the National Treasury.
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3. Inadequate monitoring of PLCs led to the processing of loans of some PLCs in
a manner not in consonance with the implementing guidelines of the ANYO
Loan Program, and consequently granting loans to some individuals and Micro
and Small Enterprises (MSEs) who were not eligible and for purposes not
aligned with the purpose of the program, thus, the intended goals and targets of
the program were not fully achieved. (Observation No. 4)

We recommend, and Management agreed, to require the Division-in-charge of
the loan program implementation to device a monitoring scheme that could
identify immediately the non-compliance of the PLCs with the provisions and
guidelines in the implementation of the loan program, and strictly require the
PLCs to: (a) enforce the minimum documentary requirements from borrowers
before approval of loan; (b) screen borrowers and approve only those who are
eligible and for the allowable purposes specified under the program; (c) ensure
that the correct penalty rates are indicated in the promissory notes, or provide
the template PN indicating the prescribed rates to avoid potential issues in cases
of failure to pay by the borrowers; and (d) ensure that only the appropriate
deductions are charged against the approved SFF borrowers.

The observations and recommendations were discussed with the agency officials
concerned in an exit conference conducted on March 30, 2023. Management comments
were incorporated in the report, where appropriate.

F. Enforcement of Settlement of Accounts
Of the P1,805,078.89 audit suspensions and disallowance for prior years and CY
2022, P376,543.79 were settled, leaving an unsettled amount of P1,428,535.10. Of this
amount, P1,410,000.00 is still under appeal and awaiting decision, while P18,535.10 is
currently being settled through monthly installment payments.
G. Implementation of Prior Years’ Audit Recommendations
Of the nine prior years’ audit recommendations, three were implemented and six

were not implemented as of December 31, 2022, four of 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

Unmodified Opinion

We have audited the financial statements of the Agricultural Credit Policy Council
(ACPC), which comprise the statement of financial position as at December 31, 2022, 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, including a summary of significant
accounting policies.

In our opinion, the accompanying financial statements, present fairly, in all material
respects, the financial position of the ACPC as at December 31, 2022, 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 Unmodified 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; and

* 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:

&7 ow

LEA T. PETERO
OIC-Supervising Auditor
March 31, 2023
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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, 2022 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 Statements for the year ended. The
financial statements have been prepared in conformity with the Philippine Public Sector
Accounting Standards 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.
)
oy
0 N ADIO
Executive Director/
Financial Ma#agement Division Head of Agency
February 14, 2023 February 14, 2023

Date Signed Date Signed



AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF FINANCIAL POSITION

NET ASSETS/EQUITY
Accumulated Surplus/(Deficit)

Total Net Assets/Equity

As at December 31, 2022
(In Philippine Peso)
Note 2022 2021 As Restated
ASSETS
Current Assets
Cash and Cash Equivalents 6 1,677,084,794.12 1,396,650,779.59
Investments 7 2,092,316,589.86 1,730,749,131.82
Receivables 8 16,394,988,068.34 14,520,601,964.47
Inventories 9 597,496.89 173,776.78
Total Current Assets 20,164,986,949.21 17,648,175,652.66
Non - Current Assets
Property, Plant and Equipment 10 130,659,209.06 86,070,652.39
Intangible Assets 11 643,402.90 42432474
Total Non-Current Assets 131,302,611.96 86,494,977.13
Total Assets 20,296,289,561.17 17,734,670,629.79
LIABILITIES
Current Liabilities
Financial Liabilities 12 3,248,069.00 1,040,060.19
Inter-Agency Payables 13 1,354,032.74 1,314,201.32
Trust Liabilities - 14,000.00
Deferred Credits/Unearned Income 14 398,998.52 398,998.52
Other Payables 15 51,345,599.98 57,957,830.87
Total Current Liabilities 56,346,700.24 60,725,090.90
Total Liabilities 56,346,700.24 60,725,090.90
Total Assets Less Total Liabilities 20,239,942,860.93 17,673,945,538.89

20,239,942,860.93

17,673,945,538.89

20,239,942,860.93 P

17,673,945,538.89

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






AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF FINANCIAL PERFORMANCE

For the Year Ended December 31, 2022

(In Philippine Peso)
Note 2022 2021 As Restated
Revenue
Service and Business Income 16 99,890,546.38 39,457,000.65
Total Revenue 99,890,546.38 39,457,000.65
Less: Current Operating Expenses
Personnel Services 17 47,687,589.36 45,612,952.59
Maintenance and Other Operating Expenses 18 150,013,432.63 108,273,318.45
Financial Expenses 19 1,998,075.00 2,268,755.00
Non-Cash Expenses 20 3,863,443.89 4,953,670.85
Total Current Operating Expenses 203,562,540.88 161,108,696.89
Surplus/(Deficit) from Current Operations (103,671,994.50) (121,651,696.24)
Net Financial Assistance/Subsidy 21 2,606,193,392.29 2,798,672,437.33
Losses 22 (24,000.00) -
Surplus/(Deficit) for the period 2,502,497,397.79 2,677,020,741.09

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






AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF CHANGES IN NET ASSETS/EQUITY
For the Year Ended December 31, 2022

(In Philippine Peso)
Accumulated Surplus/(Deficit)
Note 2022 2021 As Restated

Bal: 17,678,958,108.08 14,953,113,754.11
Add/(Deduct):

Changes in Accounting Policy 27 (5,012,569.19) (2,711,350.86)

Prior Period Errors - -

Other Adjustments - -
Res 17,673,945,538.89 14,950,402,403.25
Add/(Deduct):
Changes in Net Assets/Equity for the Calendar Year
Sury 2,502,497,397.79 2,677,020,741.09
Adjustment of Net Revenue recognized directly in Net
Assets/Equity 271 63,499,924.25 46,522,394.55
Bal: 20,239,942,860.93 17,673,945,538.89

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






AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2022

(In Philippine Peso)
Note
Cash Flows From Operating Activities
Cash Inflows
Receipt of Notice of Cash Allocation 21
Collection of Income/Revenues 23
Receipt of Inter-Agency Fund Transfers 24
Other Receipts 25.6
Adjustment
Total Cash Inflows

Cash Outflows
Payment of Expenses under Regular Fund
Remittance of Personnel Benefit Contributions and
Disbursement from Other funds/Programs
Grant of Loans under SB-AMCFP Fund
Grant of Loans under GAA
Refund to Btr-Regular
Reversal of Unutilized NCA
Purchase of Semi-Expendable Items
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
Receipt from Other Fund
Collection of Long Term Loans and Interests
Collection-Others
Total Cash Inflows

Cash Outflows
Purchase of PPE
Purchase of Intangible Assets
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

25.1
25.2
25.2
253
21

25.4

25.5

2022

2,599,202,795.00

2021 As Restated

2,794,460,197.00

560,738.78 39,457,000.65
4,993,970.00 263,876,641.80
3,722,111.09 2,599,500.95

- 36,975.63
2,608,479,614.87 3,100,430,316.03

83,054,257.66
428,570,932.74
407,925,000.00
2,515,000,000.00

543,856,424.50
4,896,200.02
550,553,352.41

2,242,822,055.88

447,965.35 ;
5,277.74 2,279,598.90
2,624,585.00
977,060.19 1,386,745.00
3,438,605,078.68 3,345,794,376.71
(830,125,463.81) (245,364,060.68)
1,264,670.00 950,222.68
- 52,721,101.00
1,158,201,052.34 469,014,982.70
: 37,577,101.02
1,159,465,722.34 560,263,407.40
48,280,509.00 2,479,323.00
625,735.00
48,906,244.00 2,479,323.00
1,110,559,478.34 557,784,084.40
280,434,014.53 312,420,023.72
1,396,650,779.59 1,084,230,755.87
1,677,084,794.12 1,396,650,779.59

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



Note 2022 2021 As Restated




AGRICULTURAL CREDIT POLICY COUNCIL
STATEMENT OF COMPARISON OF BUDGET AND ACTUAL AMOUNTS
For the Year Ended December 31, 2022
(In Thousand Pesos)

Parti Budgeted Amount Actual Amounts on Difference Final
articulars . . Comparable Basis Budget and
Note Original Final ~omiparable Basis Actual
RECEIPTS
Service and Business Income - -
Others -
Total Receipts - - - -
PAYMENTS
Personnel Services 28 45117 48,377 47,755 622
Maintenance and Other Operating
Expenses 28 39,585 37,768 37,455 313
Financial Expenses 28 11 19 6 13
Capital Outlays 28 2,519,711 2,520,613 2,520,359 254
Total Payments 2,604,424 2,606,777 2,605,575 1,202
NET RECEIPTS/PAYMENTS (2,604,424) (2,606,777) (2,605,575) (1,202)

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



AGRICULTURAL CREDIT POLICY COUNCIL
Notes to Financial Statements
For the Year Ended December 31, 2022

General Information/Agency Profile

The financial statements of Agricultural Credit Policy Council (ACPC) were
authorized for issue on February 14, 2023 as shown in the Statement of Management
Responsibility for Financial Statements signed by Executive Director Jocelyn Alma
R. Badiola.

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 ACPC:

* 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;

e administers 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;
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D.

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

* Coordinates 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 dated March 11, 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 No. 8435.

DA Administrative Order No. 6 dated July 10, 1998, (Implementing Rules
and Regulations (IRR) of the Agriculture and Fisheries Modernization Act
(AFMA)) 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 ACPC as the DA’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 IRR of R.A. No. 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
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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); and

- 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) adopted 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).
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3.2

3.3

3.4

Cash and Cash Equivalents

Cash and cash equivalents comprise of cash in bank. For the purpose of the
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;
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- 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 PPE are stated at cost less accumulated depreciation and
impairment losses.

When significant parts of PPE 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 PPE 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.

14



3.5

Estimated Useful Life

The ACPC uses the Estimated Useful Life of PPE by classification per
Government Accounting Manual.

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 PPE 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.
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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.
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3.6

3.7

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.

Changes in accounting policies and estimates

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 corrects 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.

ACPC changed its accounting policy in relation to an increase in the
capitalization threshold for all tangible items from P 15,000 to 2 50,000
pursuant to COA Circular No. 2022-004 dated May 31, 2022, which
prescribed the guidelines on the implementation of Section 23 of the General
Provisions of Republic Act (RA) No. 11639 also known as the General
Appropriations Act (GAA) for Fiscal Year (FY) 2022.

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.
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3.8

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.

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.
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3.9 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 Employee benefits

The employees of ACPC are members 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.

3.11 Measurement uncertainty

The preparation of financial statements in conformity with PPSAS, 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.

4. Changes in Accounting Policies

On August 1, 2022, ACPC adopted COA Circular No. 2022-004 and
reclassified all tangible items below P50,000.00 to Semi-Expendable
Property.
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5.

6.

Prior Period Errors/Prior Years’ Adjustments

Prior period errors are omissions and misstatements in an entity’s financial
statements for one or more periods arising from failure to use or misuse of
reliable information that was available and could reasonably be expected to
have been obtained and taken into account in preparing those statements.
ACPC shall correct the material prior period errors retrospectively in the first
set of financial statements authorized for issue after their discovery by: (a)
Restating the comparative amounts for prior period(s) presented in which the
error occurred; or (b) If the error occurred before the earliest prior period

assets/equity for the earliest prior period presented.

Cash and Cash Equivalents

6.1 The account balance is composed of the following:

presented, restating the opening balances of assets, liabilities and net

Account Name

2022

2021
As Restated

Cash in Bank — Local Currency, Current
Account

P 243,467,714.39

£ 403,806,740.50

Cash in Bank- Local Currency, Savings Account

10,025.04

5,086,457.87

Cash-Treasury/Agency Deposit, Special
Account

1,433,607,054.69

987,757,581.22

Total Cash and Cash Equivalents

P 1,677,084,794.12

£ 1,396,650,779.59

6.1.1 Cash in Bank — Local Currency, Current Account amounting to
£243,467,714.39 consist of the following:

(a) the immediate payment of collection fees
of collecting agents; (b) payment of taxes
and fees of properties acquired by ACPC
from institutional borrowers as payment of
their loan obligations; (c) evaluation of the
Operational fund of the Production Loan
Easy Access Program (PLEA), Survival
Recovery Assistance Program (SURE), and
Program for Unified Lending to Agriculture
(PUNLA). It also includes the supplemental
budget in the amount of £492,896,508.19.

. 2021
Particulars 2022 As Restated
ACPC Fund - This fund is intended for the: | 2224,091,768.43 | PR382,376,216.54

Agrarian Production Credit Program
(APCP)- this fund is opened for the
operational requirements

17,298,817.42

21,430,523.96

Upland Southern Mindanao (USM) Fund -
LBP -

2,077,128.43

20




. 2021
Particulars 2022 As Restated
The Program's purpose is to initiate and
implement institution building
intervention/capacity building support that
will improve credit access of small farmers
and fisher folk, and micro —credit to upland
farmers not members of any farmer’s
association or cooperatives.
Total P 243,467,714.39 | 2 403,806,740.50

6.1.2

The amount of Cash in Bank — Local Currency, Current Account
decreased by R160,339,026.11 mainly due to operating expenses of
ACPC from supplemental budget, APCP, USM e.g., other
professional services (COS service fee), traveling expenses, training
expenses, research, consultancy, etc.

Cash in Bank — Local Currency, Savings Account amounting to
£10,025.04 consist of the following:

2021

Particulars 2022 As Restated

Upland Southern Mindanao (USM) Fund

£ 5,035,383.46

ACPC Payroll Fund, Savings Account — This fund | 10,025.04 51,074.41
was opened in April 2015 for payroll for salaries,
allowances, and other benefits of regular employees.

Total B 10,025.04 | P5,086,457.87

6.1.3

The zero balance of cash account for USM for the year 2022 was due
to the merger of LBP and UCPB. LBP being the surviving entity, the
cash balance was converted to an LBP account. The difference of P
2,958,255.03 (UCPB Balance as of 12/2021- 5,035,383.46 less LBP
Balance as of 12/2022 - 2,077,128.43) was utilized for the various
operating expenses €.g., training, travel, COS fee, allowances etc.

The balance of Cash — Treasury/Agency Deposit, Special Account of
PR 1,433,607,054.69 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 (AMCFP).

2021

Account Name 2022 As Restated

Beg. Balances P 987,757,581.22 | P 879,511,630.95

Increases - Remittances from PLCs/GFIs 1,159,216,408.82 559,464,408.27
due to fund liquidation and collections
from borrowers, collection from
sale/rental of acquired properties, interest
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Account Name

2022

2021
As Restated

income from savings/APCP account,
remittances of disallowances, receipt on
sale of bid documents/sale of vehicles

Decreases - withdrawal for
Supplemental Budget, investment of
fund, releases for credit fund of
PLCs/GFlIs, fund transfer for the
payment of collection fee of collecting
agents

713,366,935.35

451,218,458.00

End. Balances

P

1,433,607,054.69

P 987,757,581.22

The significant increase of the cash/fund balance from 2021 to 2022,
was mainly due to the high amount of remittances amounting to
PR 1,104,815,279.07 of PLCs/GFIs in view of the liquidation of its
matured accounts and payments of collections from end-borrowers.
Previous years (2020-2021) matured balances were remitted mostly

during 2022.

7. Investments

2021
Account Name 2022 As Restated
Investment in Treasury Bonds, Local 2 1,389,052,411.70 2 1,089,052,411.70
Investment in Time Deposit- Local Currency 703,264,178.16 641,696,720.12
Total P 2,092,316,589.86 2 1,730,749,131.82

7.1

7.2

Investment in Treasury Bonds-Local amounting to 2 1,389,052,411.70
represents the transfer of fund from BTr-AMCFP Fund to BTr — Treasurer of
the Philippine — Treasury Single Account (BTr-TOP-TSA) account for
investment management of BTr in support to the credit and operating
requirements of ACPC credit programs.

The Investment in Time Deposit-Local Currency represents the Upland
Southern Mindanao —CIBP (USM-CIBP) trust funds placed in Land Bank of
the Philippines (LBP) and United Coconut Planters Bank (UCPB) and
Agrarian Production Credit Program (APCP) trust funds placed in LBP as
follows:

Particulars

2022

2021
As Restated

Upland Southern Mindanao —CIBP- UCPB

£ 31,330,019.37

£ 32,815,944.06

Upland Southern Mindanao —CIBP- LBP

74,051,032.43

75,987,387.21

Agrarian Production Credit Program (APCP)- LBP

597,883,126.36

532,893,388.85

Total

£703,264,178.16

P 641,696,720.12
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Section 5, Paragraph 7 of Executive Order No. 113 dated December 24, 1986,
states that the ACPC Council shall undertake measures of increasing its fund
base and of adopting other liquidity and interest stabilization and risk cover
mechanisms for its various agricultural financing programs in consultation
with the Monetary Board.

Moreover, Section 4 of said EO provides that the Ministry of Agriculture and
Food (MAF) is authorized to do any and all such acts, including the
designation of a Trustee Bank which, upon the direction of the MAF, shall
invest the unencumbered cash resource, not required for current operating
purposes in bonds and other securities issued by institutions duly authorized to
issue the same and/or guaranteed by the Philippine Government.

As such, DA Memorandum dated May 12, 2021 authorized the ACPC
Executive Director, to directly transact with the BTr to immediately avail of a
higher investment interest rates at any given time, including renewal of
placements upon maturity. This is pursuant to item 4.2.4 of the Joint Circular
No.1-A, dated February 14, 2005, as amended.

8. Receivables

2021
Account Name 2022 As Restated
Interests Receivable P 96,603,466.48 | R 52,721,101.00
Due from National Government Agencies (NGAs) 4,538,801.59 709,709.08
Due from Government-Owned and/or Controlled 7,061,437,255.51 7,062,146,151.77
Corporations (GOCCs)

Allowance for Impairment — Due from GOCCs (1,291,067,660.29) (1,291,067,660.29)
Receivables- Disallowances/Charges 494,550.11 1,103,995.25
Due from Officers and Employees 316,498.52 398,998.52
Due from Non-Government Organizations 420,938,226.78 139,724,380.63

Allowance for Impairment — Due from NGOs (8,286,000.00) (8,286,000.00)
Other Receivables 10,266,845,829.81 8,719,984,188.68
Allowance for Impairment- Other Receivables (156,832,900.17) (156,832,900.17)
Total Receivables P 16,394,988,068.34 | B 14,520,601,964.47

8.1 Interests Receivable

Interests Receivable of R96,603,466.48 as of December 31, 2022 represents
interest income from investment to BTr-TOP-TSA.

8.2 Inter-Agency Receivables

Account Name Al
Current Non- Current Total
Due from NGAs ) 4,538,801.59 P 0.00 | B 4,538,801.59
Due from GOCCs 7,061,437,255.51 0.00 7,061,437,255.51
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Account Name 2022
Current Non- Current Total
Allowance for Impairment-
Due from GOCC | (1,291,067,660.29) (1,291,067,660.29)
Total P 5,774,908,396.81 | P 0.00 | P 5,774,908,396.81
2021
Account Name As Restated
Current Non- Current Total
Due from NGAs P 709,709.08 2 0.00 | £ 709,709.08
Due from GOCCs 7,062,146,151.77 0.00 7,062,146,151.77
Allowance for Impairment-
Due from GOCC (1,291,067,660.29) (1,291,067,660.29)
Total P 5,771,788,200.56 | P 0.00 | P 5,771,788,200.56

8.2.1

8.2.2

The balance of Due from National Government Agencies account
amounting to £ 4,538,801.59 represents undelivered supplies from
DBM-Procurement Service amounting to B 24,917.28 and PS-
Government Fare Agreement amounting to 24,513,884.31.

Moreover, the increase from 2 709,709.08 (2021) to 2 4,538,801.59
(2022) was primarily attributable to the replenishment of the funds set
aside as a credit line for the operation of the Government Fares
Agreement (GFA) in accordance with the ACPC and Procurement
Service (PS) Memorandum of Agreement (MOA) under Philippine
Airlines (PAL).

The balance of Due from Government-Owned and/or Controlled
Corporations account amounting to B 7,061,437,255.51 represents the
amount released to the 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 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
P15,700,203.59 is being undertaken by the Department of Agriculture.

This also includes the total amount of P 1,291,067,660.29 that was
reclassified from Loans Receivable- GOCC to Due from GOCCs
which represents the outstanding balances released to Quedan and
Rural Credit Guarantee Corporation (QUEDANCOR), National Dairy
Authority (NDA), National Tobacco Administration (NTA), National
Food Corporation and NABCOR.
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8.2.3

As of date, the accounts with NABCOR and QUEDANCOR are not
moving due to the abolition of the said agencies. The collection of the
balances may be considered nil, considering said offices were already
illiquid prior to abolition, and any liquidation from its assets will be
distributed first to private credit institutions. The DA is the agency
responsible for liquidating the assets of both offices.

On the other hand, NDA has no collection from its proponents since
most of them have ceased operations. ACPC is still in discussion with
NDA as regards the collection of the fund.

Allowance for Impairment - Due from GOCC amounting to
P1,291,067,660.29 pertains to the unliquidated/matured balances of
GOCCs as of December 31, 2022.

8.3 Other Receivables

2021
Account Name 2022 As Restated

Receivables- Disallowances/ Charges P 494,550.11 2 1,103,995.25
Due from Officers and Employees 316,498.52 398,998.52
Due from NGOs/CSOs 420,938,226.78 139,724,380.63
Allowance for Impairment-NGOs (8,286,000.00) (8,286,000.00)
Other Receivables 10,266,845,829.81 8,719,984,188.68
Allowance for Impairment- Other (156,832,900.17) (156,832,900.17)
Receivables

Total £10,523,476,205.05 R 8,696,092,662.91

8.3.1

8.3.2

8.3.3

Receivables-Disallowances/Charges amounting to £ 494,550.11
pertains to receivables from audit disallowances/charges due to
overpayments of terminal leave benefits, hazard pays, travel
allowances, and grant of bonuses/honoraria, as well as incurrence of
other expenditures without legal basis that have incurred final and
executory status. For the year 2022, the amount of P 614,445.14 was
remitted to ACPC by 145 out of 161 employees/COS.

Due from NGOs/CSOs amounting to 2 420,938,226.78 pertains to
receivables from various NGOs, including but not limited to Planters
Products, Inc., Apanberang Farmers Association, Saklaw Foundation
Inc., JMH MicroFinance, Inc., Bangko Sa Balay Foundation Inc. and
other 29 NGOs.

Allowance for Impairment-NGOs/CSOs amounting to 2 8,286,000.00
pertains to the unliquidated/matured balances as of December 31,
2022. All accounts are matured ranging from 3 to 10 years and consist
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8.34

of 10 associations, mostly of irrigators associations under the Direct
Market Link Development Program/Rice Processing Center and
Micro Credit Rural Enterprise Development and Agri-Fishery
Microfinance Programs.

Of the Other Receivables balance of 2 10,266,845,829.81, the amount
of P 402,263,419.04 is already past due, and 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.

Credit Programs Outstanding Balances
ANYO P 4,066,340,481.20
AGRIPINAY 10,000,000.00
KAYA 299,060,537.78
Project Ascend 154,695,191.15
SURE 1,349,917,439.66
SURE Covid-19 3,256,011,778.71
SURE Hogs 42,933,854.80
CLEA 51,419,405.22
PLEA 1,036,467,141.29
Total P 10,266,845,829.81
Past Due Accounts Balances Allowz.mce for
Impairment
Agriculture and Fisheries Financing P 0.01
Program II Value Chain Financing
(AFFP-VCF)
AMCFP-CBAP 20,062,584.29 36,068.84
AMCFP-CBAP (STD Scheme) and 147,260,736.59
Rehab Program for victims of Typhoon
Yolanda/ Calamity Assistance program
(CAP)
DAPCOPO 9,208,324.92 9,208,324.92
Direct Market Linkage Development 62,993,413.56 432,179.24
Program (DMLDP)/ Rice Processing
(RPC)
Fisheries Loan Guarantee Fund 234,357.17 234,357.17
GA Rice & Corn Based Farming System 24,777,584.72 24,777,584.72
- Mktg.Rehab
GA Rice & Corn Based Farming System 15,437,344.26 15,437,344.26
- On-Lending
ICB and Micro Credit Program for Bohol 750,000.00 750,000.00
Integrated Rural Financing 52,479,247.22 52,479,247.22
Integrated Rural Financing/ Special Agr'l 1,149,243 61 1,149,243.61
Rehab Fund
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Past Due Accounts

Balances

Allowance for
Impairment

Micro Credit Program (CIA)

1,071,330.89

1,071,330.89

Multi-Livestock Development Loan
Program

48,667,605.52

48,667,605.52

NABCOR Agribusiness Dev't. Program 2,546,895.85 2,546,895.85
PLEA 15,582,032.50

Special Agricultural Rehabilitation Fund 42,717.93 42,717.93
Total P 402,263,419.04 | P156,832,900.17

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 P156,832,900.17
(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.
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9.

A total of P 74,512,059.47 consisting of 263 properties were assigned
by Philippine Deposit Insurance Corporation (PDIC) and financial
institutions to ACPC as payments to ACPC’s claims on outstanding
loan receivables. These documents are covered by DOA or Dacion en
Pago Agreements. Of the said amount, ownership of properties, 10
with a total assigned value of P45,389,278.00, were already
transferred in the name of ACPC. The balance of 253 properties with
an assigned amount of P29,122,781.47 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.

Inventories
2021
Account Name 2022 As Restated
Office Supplies Inventory
Carrying Amount, January 1, 2022 P 106,676.78 P 83,384.03
As restated
Additions/Acquisitions during the year 1,577,148.42 180,263.98
Expensed during the year except write-down (1,182,636.37) (102,240.55)
Adjustments (193,898.88) (54,730.68)
Carrying Amount, Dec. 31, 2022 P 307,289.95 P 106,676.78
Other Supplies and Materials Inventory
Carrying Amount, January 1, 2022 0.00 -
As restated
Adjustments 93,951.94 -
Carrying Amount, Dec. 31, 2022 P 93,951.94 -
Semi-expendable- Office Equipment
Carrying Amount, January 1, 2022 0.00 -
As restated
Adjustments 4,737.00 -
Carrying Amount, Dec. 31, 2022 P 4,737.00 -
Semi-expendable- ICT Equipment
Carrying Amount, January 1, 2022 P 67,100.00 -
As restated
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2021

Account Name 2022 As Restated
Additions/Acquisitions during the year 3,295,665.00 873,644.00
Expensed during the year except write-down (3,467,891.00) (806,544.00)
Adjustments 251,144.00
Carrying Amount, Dec. 31, 2022 P 146,018.00 P 67,100.00
Semi-Expendable-Furniture and Fixtures
Carrying Amount, January 1, 2022 0.00 -
As restated
Adjustments 45,500.00 -
Carrying Amount, Dec. 31, 2022 P 45,500.00 -
Total 597,496.89 P 173,776.78

10. Property, Plant and Equipment
2021

Account Name 2022 As Restated
Land 40,389,278.00 | P 40,389,278.00
Buildings 79,734,017.66 36,233,370.21

53,144,575.00
Buildings 53,144,575.006
Additions 44,578,800.00 -
53,144,575.00
Total 97,723,375.00
16,911,204.79
Accumulated Depreciation, Beg. 16,044,602.44
1,334,679.74
Depreciation 866,602.35




2021

Account Name 2022 As Restated
Disposal/Donations/Adjustment
(256,527.19)
Accumulated Depreciation, End 17,989,357.34 16,911,204.79
Net Value 79,734,017.66 36,233,370.21

Machinery and Equipment

8,968,622.73

6,881,221.00

Office Equipment 610,719.53 1,270,587.53
Additions
95,120.00 22,683.90
Disposal/Donations/Adjustment
(659,868.00)
Total
705,839.53 633,403.43
Accumulated Depreciation, Beg. 408,896.31
514,875.28
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2021

Account Name 2022 As Restated
Depreciation
49,589.72 303,089.03
Disposal/Donations/Adjustment
33,542.57 (409,068.00)
Accumulated Depreciation, End 492,028.60
408,896.31
Accumulated Impairment Loss 13,035.00
46,430.00
Net Value 200,775.93 178,077.12
13,073,999.40
Information and Communication 21,365,425.13
Technology Equipment
Additions
3,606,589.00

Disposal/Donations/Adjustment

(8,931,063.98)
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2021

Account Name 2022 As Restated
Total 12,434,361.15
16,680,588.40
Accumulated Depreciation, Beg 6,015,446.57
8,927,411.92
Depreciation
1,564,791.36 2,719,479.93
Disposal/Donations/Adjustment
822,373.05 (5,631,445.28)
Accumulated Depreciation, End 8,402,610.98 6,015,446.57
Accumulated Impairment Loss 33,184.96 321,970.41
Net Value 8,244,792.46 6,096,944.17
Communication Equipment 677,858.00 839,205.00

Disposal/Donations/Adjustment

(158,328.98)
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2021

Account Name 2022 As Restated
Total 677,858.00
680,876.02
Accumulated Depreciation, Beg. 629,814.60
701,755.20
Depreciation
- 48,354.56
Disposal/Donations/Adjustment
(19,742.40) (120,295.16)
Accumulated Depreciation, End
610,072.20 629,814.60
Accumulated Impairment Loss 3,120.00
3,120.00
Net Value 64,665.80 47,941.42
Other Machinery and Equipment 809,751.25 1,915,159.00
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2021

Account Name 2022 As Restated
Disposal/Donations/Adjustment
(1,082,112.75)
Total 809,751.25
833,046.25
Accumulated Depreciation, Beg. 274,877.96
681,310.71
Depreciation
72,877.60 137,789.40
Disposal/Donations/Adjustment
3,607.15 (544,222.15)
Accumulated Depreciation, End
351,362.71 274,877.96
Net Value 458,388.54 558,168.29
Transportation Equipment 1,545,150.67 2,554,862.97
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2021

Account Name 2022 As Restated
9,906,268.24
Motor Vehicles 9,957,268.24
Disposal/Donations/Adjustment
(2,800,000.00) (51,000.00)
Total
7,106,268.24 9,906,268.24
Accumulated Depreciation, Beg.
7,351,405.27 7,021,537.72
Depreciation
429,448.63 375,767.55
Disposal/Donations/Adjustment
(2,219,736.33) (45,900.00)
Accumulated Depreciation, End
5,561,117.57 7,351,405.27
Net Value
1,545,150.67 2,554,862.97
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2021

Account Name 2022 As Restated
22,140.00 11,920.21
Furniture, Fixtures and Books
Furniture and Fixtures 865,076.00 4,425,149.86
Disposal/Donations/Adjustment
(652,676.00) (3,560,073.86)
Total 865,076.00
212,400.00
Accumulated Depreciation, Beg.
853,155.79 3,289,890.91
Depreciation 5,400.00
219,438.77

Disposal/Donations/Adjustment

(668,295.79)

(2,656,173.89)

Accumulated Depreciation, End

190,260.00

853,155.79
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2021
Account Name 2022
As Restated
Net Value
22,140.00 11,920.21
Total Property, Plant and Equipment, net P 130,659,209.06 | P 86,070,652.39
Particulars Land Buildings Machl}lery and Transportatlon Furn'lture and Total
Equipment Equipment Fixtures
Carrying Amount,
January 1, 2022 B 40,389,278.00 P 36,233,370.21 P 9,182,439.33 P 2,554,862.97 P 11,920.21 P 88371,870.72
Additions/Acquisitions/
Donations - 44,578,800.00 3,701,709.00 48,280,509.00
Total 40,389,278.00 P 80,812,170.00 | P 12,884,14833 | P 2,554,862.97 P 11,92021 | B 136,652,379.72
Disposed (2,800,000.00) (2,800,000.00)
Adjustments - 256,527.19 (2,228,266.92) 2,219,736.33 15,619.79 263,616.39
Depreciation.(as per
statement of Fin, Perf) - ( 1,334,679.74) (1,687,258.68) (429,448.63) (5,400.00) (3,456,787.05)
Carrying Amount,
December 31,2022 P 40,389,278.00 | B 79,734,017.66 P 8968,622.73 | B 1,545,150.67 P 22,140.00 | B 130,659,209.06
Gross Cost 40,389,278.00 97,723,375.00 18,874,037.18 7,106,268.24 212,400.00 164,305,358.42
17,989,357.34 9,856,074.49 5,561,117.57 190,260.00 33,596,809.40
Less: Acc. Depreciation
49,339.96 49,339.96
Acc. Imp. Loss
Carrying Amount, Dec.
P 40,389,278.00 | P 79,734,017.66 P 8,968,022.73 | P 1,545,150.67 P 22,140.00 | P 130,659,209.06

31, 2022

10.1 Land account balance of P40,389,278.00 represents the: (a) dacion en pago
value of three properties amounting 2445,518.00 assigned by PDIC 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 239,943,760.00 from
Cooperative Bank of Nueva Ecija (CBNE) as payment for its various loans
with ACPC which were registered under the name of ACPC.

10.2 Buildings account costing 297,723,375.00, represent office space located at the
28™30™ and 25" floor, One San Miguel Avenue Building, Ortigas Center, Pasig
City which were acquired on October 6, 2006, March 16, 2012 and June 13,
2022, amounting to B 92,723,375.00 and title of warehouse located in
Mayapyap, Cabanatuan City, Nueva Ecija transferred to ACPC in 2017
amounting to 25,000,000.00. In addition, on June 13, 2022, ACPC acquired
additional office space amounting of P44,578,000.00 located at the 25" floor,
One San Miguel Avenue Building, Ortigas Center, Pasig City;

10.3

Machinery and Equipment - additions amounting to P 3,701,709.00 includes
purchases of CCTV, Network Video Recorder and procurement of 46 Laptop

Computers.
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10.4 Restated balances resulted from the reclassification of all tangible items below
P50,000.00 to Semi-Expendable Property, as per COA Circular No. 2022-004.

11. Intangible Assets

Account Name 2021
Ly As Restated

Carrying Amount, January 1, 2022 P 424,324.74 P 2,502,421.17
Additions 625,735.00 -
Total 1,050,059.74 2,502,421.17
Amortization (as per Statement of Fin. 406,656.84 1,126,089.52
Perf.)

Carrying Amount, December 31, 2022 643,402.90

Gross Cost 3,128,156.17 2,502,421.17
Less: Acc. Amortization 2,484,753.27 2,078,096.43
Carrying Amount, December 31, 2022 P 643,402.90 P 424,324.74

12. Financial Liabilities
The balance of Accounts Payable of £3,248,069.00 represents unreleased checks

under ACPC Fund of P2,663,069.00, delivered ICT Equipment amounting to
P£522,000.00 and obligation incurred from prior year amounting to £63,000.00.
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13. Inter-Agency Payables

2021
Account Name 2022 As Restated
Due to BIR 2 1,354,032.74 P 1,274,825.94
Due to GOCCs 0.00 39,375.38
Total P 1,354,032.74 P 1,314,201.32

13.1 Due to BIR, balance of P 1,354,032.74 was remitted in January 2023.

14. Deferred Credits/Unearned Income
The account balance of Other Deferred Credits of R398,998.52 pertains to asset

losses that are awaiting a decision from COA on an application for relief from
property accountability.

15. Other Payables

The account balance of B 51,345,599.98 represents the balances of the operating and
credit funds of the special programs held by ACPC, as follows:

. 2021
Particulars 2022 As Restated

Cooperative Bank Agri-Lending (CBAP) R 955,149.63 2 955,149.63
Upland Southern Mindanao (USM) 30,280,105.57 32,908,977.08
Weather Index Based Insurance (WIBI) 38,655.00 38,655.00
Agrarian Production Credit Program (APCP) 16,671,273.31 20,696,776.44
Agricultural Guarantee Fund Pool (AGFP) 345.83 345.83
Multi-Livestock Development Loan Program
(MLDLP) 2,993,297.48 2,993,297.48
Northern Foods Corporation 363,873.16 363,873.16
Bid Documents/Bid Security 42,900.00 0.00
Due to ACPCMPC/ACPCEA/Asian Insurance 0.00 756.25

Total P 51,345,599.98 P 57,957,830.87

16. Service and Business Income
The balance of Service and Business Income consist of the following:
2022 2021
Account Name As Restated

Interest Income P 99,875,546.38 P 39,348,875.63
Other Business Income 15,000.00 108,125.02

Total P 99,890,546.38 £ 39,457,000.65
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16.1 Interest Income

The account balance of B 99,875,546.38 represents the interest income earned on
various ACPC Accounts and interest collections. Details as follows:

. 2021
Particulars 2022 As Restated
Interest Payments of borrowers under various P 2.,079,365.54 P 1,421,044.86

agricultural credit programs i.e., Agricultural and
Fisheries Financing Program (AFFP, 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.

Interest Income of AMCFP Fund for CY 2022 560,738.78 458,854.77
under BTr-AMCEFP Savings Account No. 0011-
3227-43 maintained with LBP-Intramuros Branch
and other banks.

Interest Income of Upland Southern Mindanao- 23,587,237.23
CIBP trust funds in the Land Bank of the
Philippines (LBP) and the United Coconut Planters

Bank (UCPB)
Interest earnings on BTr Investment 20,295,128.25 37,468,976.00
Interest Income of Agrarian Production Credit 53,353,076.58

Program trust funds remitted to Savings Account
No. 0011-3227-43 maintained with LBP-
Intramuros Branch

Total Interest Income P 99,875,546.38 P 39,348,875.63

The increase in the Interest Income was mainly due to collections of interest income
under USM and APCP.

16.2 Other Business Income

This represents collection for the payment of bid documents during the year
amounting to 2 15,000.00.

17. Personnel Services

The breakdown of Personnel Services is as follows:

Particulars 2022 2021
As Restated
Salaries and Wages P 30,482,612.13 P 29,149,113.78
Other Compensation 11,099,979.43 10,124,257.49
Personnel Benefit Contributions 4.201,377.93 3,925,747.59
Other Personnel Benefits 1,903,619.87 2,413,833.73
Total Personnel Services P 47,687,589.36 P 45,612,952.59
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17.1 Salaries and Wages
The Salaries and Wages — Regular amounting to 2 30,482,612.13

represents salaries and wages of 35 regular employees during the
year.

17.2 Other Compensation

2021

Account Name 2022 As Restated
Personal Economic Relief Allowance (PERA) P 888,181.84 P2 826,454.59
Representation Allowance (RA) 1,193,500.00 1,206,000.00
Transportation Allowance (TA) 1,001,500.00 978,000.00
Clothing/Uniform Allowance 216,000.00 198,000.00
Hazard Pay 0.00 788,250.00
Year End Bonus 2,597,168.55 2,436,295.90
Cash Gift 210,582.50 172,500.00
Mid-Year Bonus 2,554,128.00 2,419,757.00
Other Bonuses and Allowances (PEI) 2,438,918.54 1,099,000.00
Total Other Compensation £211,099,979.43 | B 10,124,257.49

17.3 Personnel Benefit Contributions
2021

Account Name 2022 As Restated
Retirement and Life Insurance Premiums P 3,658,129.82 P3,498,055.19
Pag-IBIG Contributions 44,600.00 41,400.00
Philhealth Contributions 454,048.11 344,892.40
Employees Compensation Insurance Premiums 44,600.00 41,400.00
Total Personnel Benefit Contributions P4,201,377.93 | P 3,925,747.59

17.4 Other Personnel Benefits
2021
Account Name 2022 As Restated

Terminal Leave Benefits P 1,371,825.20 2 379,203.52
Other Personnel Benefits 531,794.67 2,034,630.21
Total Other Personnel Benefits P 1,903,619.87 P 2,413,833.73

More officers and employees retired during 2022 as compared to 2021,
which was the reason for the higher amount of Terminal Leave Benefits
for 2022.

On the other hand, the significant decrease in Other Personnel Benefits

was primarily due to the lower monetization of Permanent Staff Leave
Credits for CY 2022.
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The breakdown of MOOE is shown below:

18. Maintenance and Other Operating Expenses (MOOE)

. 2021
Particulars 2022 As Restated
Traveling Expenses P 8,339,412.06 P439,034.23
Training Expenses/Scholarship Grants 14,996,016.06 3,012,263.21
Supplies and Materials Expenses 15,487,995.95 10,948,658.29
Utility Expenses 2,234,063.97 1,486,653.00
Communication Expenses 5,516,425.80 5,506,879.33
Survey, Research, Exploration and
Development Expenses 2,894,196.27 -
Confidential, Intelligence and Extraordinary
Expenses 150,000.00 150,000.00
Professional Services 71,625,477.01 68,971,008.04
General Services 3,201,564.72 2,744,144.36
Repair and Maintenance 1,163,849.40 1,172,775.64
Taxes, Insurance Premiums and Other Fees 1,433,871.74 642,233.74
Other Maintenance and Operating Expenses 22,970,559.65 13,199,668.61
Total MOOE P 150,013,432.63 P£108,273,318.45
18.1 Traveling Expenses
2021
Account Name 2022 As Restated

Traveling Expenses — Local 2 5,292,805.26 P439,034.23

Traveling Expenses - Foreign 3,046,606.80 -

Total Traveling Expenses P 8,339,412.06 P 439,034.23

Due to the lifting of the travel restrictions, an enormous increase in
domestic and international travel expenses was incurred for 2022.

18.2 Training Expenses

The Training Expenses of £214,996,016.06 represent 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.

18.3 Supplies and Materials Expenses

2021
Account Name 2022 As Restated
Office Supplies Expenses £1,182,636.37 | 2 102,240.55
Non-Accountable Forms Expenses 1,800.00 -
Fuel, Oil and Lubricants Expenses 2,135,103.83 1,653,425.49
Semi-Expendable Property — Machinery and 3,888,421.75 3,055,062.33

42




18.4

18.5

18.6

18.7

2021
Account Name 2022 As Restated
Equipment Expenses
Semi-Expendable — Furniture, Fixtures and
Books Expenses 152,600.00 0.00
Other Supplies and Materials Expenses 8,127,434.00 6,137,929.92
Total Supplies and Materials Expenses P15,487,995.95 | P10,948,658.29

The Supplies and Materials Expenses pertains to various supplies and
semi-expendable properties issued during the year including those that
are charged directly to expenses.

Utility Expenses
2021
Account Name 2022 As Restated
Water Expenses 2 138,260.67 P 95,098.43
Electricity Expenses 2,095,803.30 1,391,554.57
Total Utility Expenses P 2,234,063.97 | P 1,486,653.00
Communication Expenses
Account Name 2022 2021
As Restated
Postage and Courier Expenses 2 83,449.00 | 2 119,428.10
Telephone Expenses 986,786.89 940,263.29
Internet Subscription Expenses 4,446,189.91 4,447,187.94
Total Communication Expenses P 5,516,425.80 | P 5,506,879.33

Survey, Research, Exploration and Development Expenses

The Survey Expenses of P2,894,196.27 represents expenses incurred for
on-site validation and 2022 Small Farmers and Fisherfolk Survey.

The significant increase in 2022 in conducting surveys and research is
the result of the lifting of the numerous community regulations and travel
restrictions due to the Covid19 pandemic and compared to CY2021,
there was no survey expenses incurred.

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 as of 2022 and
2021.
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18.8 Professional Services

2021
Account Name 2022 As Restated
Legal Services R 15,000.00 -
Consultancy Services 6,211,563.38 e 823,091.52
Other Professional Services 65,398,913.63 68,147,916.52
Total Professional Services P 71,625,477.01 P 68,971,008.04

18.8.1 The cost of consulting services started to rise in 2022 as a result of
the lifting of the Covid19 pandemic-related travel restrictions.

18.8.2 Other Professional Services represent payment of services rendered
by Contract of Service personnel (COS) for the implementation and
monitoring of the various credit programs of ACPC. It also includes
administration, planning, financing and other services.

18.9 General Services

2021
Account Name 2022 As Restated
Janitorial Services P 1,271,434.31 | 1,055,664.22
Security Services 1,930,130.41 1,688,480.14
Total General Service P 3,201,564.72 | P 2,744,144.36

18.10 Repair and Maintenance
2021
Account Name 2022 As Restated
Repairs and Maintenance — Machinery and 21
Equipment £316,670.00 62,357.25
Repairs and Maintenance — Transportation
Equipment 839,367.55 857,781.69
Repairs and Maintenance — Furniture and 152,63
Fixtures 7,811.85 6.70
Total Repair and Maintenance P1,163,849.40 | P 1,172,775.64
18.11 Taxes, Insurance Premiums and Other Fees
2021
Account Name 2022 As Restated
Taxes and Licenses P 715,360.92
Fidelity Bond Premiums 26,550.00 | B 45,825.00
Insurance Expenses 691,960.82 596,408.74
Total Taxes, Insurance Premiums and | 2 1,433,871.74 | B 642,233.74
Other Fees
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18.11.1 Taxes and Licenses represents payment on real property taxes
owned and acquired by ACPC located in the province of Nueva
Ecija and Pasig City.

18.12 Other Maintenance and Operating Expenses

2021
Account Name 2022 As Restated

Adpvertising Expenses P 236,649.76 | B 1,300,345.00
Printing and Binding Expenses 330,546.00 492,775.00
Representation Expenses 2,481,004.19 2,279,460.30
Rent Expenses 1,498,408.17 1,443,500.50
Membership Dues and Contributions to

Organizations 227,691.50 -
Subscription Expenses 3,768,532.24 2,047,354.84
Other Maintenance and Operating Expenses 14,427,727.79 5,636,232.97
Total OMOE P 22,970,559.65 | P 13,199,668.61

18.12.1 The increase in Subscription Expenses for CY 2022 amounting to
P1,721,177.4 was due to the additional subscription of an online
help desk system and email services for the further development of
ACPC's web-based activities.

18.12.2 Other MOOE consist mainly of travel expenses of Contract of
Service Staffs. In view of the lifting of travel restrictions brought

about by Covid19 pandemic, the amount began to increase in 2022.

19. Financial Expenses

2021
Account Name 2022 As Restated
Bank Charges - R 2,200.00
Other Financial Charges-Collection Fee 2 1,998,075.00 2,266,555.00
Total Financial Expenses P 1,998,075.00 | B 2,268,755.00

19.1 The Other Financial Charges of  1,998,075.00 represent incentives fees
for ACPC’s Collecting Agents in the collection of Loans Receivable
during the year.

20. Non-Cash Expenses

2021
Account Name 2022 As Restated
Depreciation P 3,456,787.05 P4517,819.26
Amortization P 406,656.84 P 435,851.59
Total P 3,863,443.89 P 4,953,670.85
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20.1 Depreciation

2021
Account Name 2022 As Restated
Depreciation — Buildings P 1,334,679.74 P 866,602.35
Depreciation — Office Equipment 49,589.72 150,377.70
Depreciation — ICT Equipment 1,564,791.36 2,719,479.93
Depreciation — Communication Equipment - 48,354.56
Depreciation - Other Machinery and Equipment 72,877.60 137,798.40
Depreciation — Motor Vehicles 429,448.63 375,767.55
Depreciation — Furniture and Fixtures 5,400.00 219,438.77
Total Depreciation P 3,456,787.05 | PR 4,517,819.26
20.2 Amortization
2021
Account Name 2022 As Restated
Amortization- Computer Software 406,656.84 435,851.59
Total Amortization P 406,656.84 P 435,851.59
21. Net Financial Assistance/Subsidy
Subsidy from National Government Agencies
. 2021
Particulars 2022 As Restated
NCA received from DBM for operational 2 2,599,202,795.00 | 2 2,794,460,197.00
requirement of the agency
Tax Remittance Advice (TRA) issued to the BIR 6,995,875.03 6,514,795.55
Remittance of refund of cash advances (22,956.32)
Total 2,606,198,670.03 2,800,952,036.23
Reversion of Unutilized NCA (5,277.74) (2,279,598.90)
Subsidy from National Government, net 2,606,193,392.29 2,798,672,437.33
Less: Financial Assistance to NGOs/Pos
Net Financial Assistance/Subsidy P 2,606,193,392.29 P 2,798,672,437.33

22. Loss on Sale of Unserviceable Property
The loss on sale of unserviceable property amounting to 2 24,000.00 represents the

difference between the carrying amount of 2 280,000.00 and net proceeds amounting
to 2 256,000.00 of Land Rover motor vehicle with plate number SFD 764.

46




23. Collection of Income/Revenues

24.

25.

The amount of 2 560,738.78 is composed of interest income earned for CY 2022
under BTr-AMCFP Account, ACPC Fund, APCP Fund, USM Fund and ACPC
Payroll Fund Accounts maintained with LBP.

Receipt of Inter Agency Fund Transfers

The total amount of B 4,993,970.00 represents additional fund transfer under
Collection Fund.

Statement of Cash Flows

25.1 Disbursements from Other Funds

Particulars 2022 2021
As Restated

USM R 2959,336.51 R 3,198,339.87
Supplemental Budget 114,537,912.94 72,434,598.19
Property Tax Expense 97,487.06 83,960.15
Incentive Fee of Collecting Agent 1,980,125.00 2,266,555.00
APCP 4,002,101.23 6,495,749.64
AMCFP Fund 300,000,000.00 449,831,714.00
Transfer of Collection Fee Fund 4,993,970.00 0.00
MAYA Fund 0.00 132,785.84
DA-ACPC Strategic Advocacy and 0.00 16,109,649.72
Media Communication Plan Program

Total P 428,570,932.74 P 550,553,352.41

25.2

25.3

254

Grant of Loans

The total loan release for the year amounting to £2,922,925,000.00 represents
loan releases to 122 cooperative banks, rural banks and/or cooperatives under
the GAA and AMCFP

Remittance to National Treasury

The total amount of P477,965.35 represent remittance of collections of refund
on cash advances under GAA and bid documents for the period.

Proceeds from Sale/Disposal of Properties

The proceeds from the sale of properties amounting to £1,264,670.00
represents total collection from the sale of unserviceable properties, assigned
properties by PDIC and other financial institutions to ACPC as payments to
ACPC’s claim on outstanding loan receivables.
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25.5 Collection of Long-Term Loans

The amount of 21,158,201,052.34 represents collection of loan principal under
various programs deposited to BTr-AMCFP, USM and ACPC fund during the
year. Breakdown is shown below:

2022
Redemption of long term investments/ repayment £1,079,422.85
of long term loans by GOCC/ GFI/ PFI/ GAPIlI/
FLGF/IAF/IRF/SARF/NDA/GPEP/RCBFs/ALF
Collection of Principal and Interest - AFFP/CBAP, 495,095.91
AFFP/VCFP, AFFP/CCAFP
Collection of Principal and Interest - 583,157,198.56
CBAP/CAP/PUNLA /PLEA/SURE/CLEA- BTR-
AMCFP
Collection of Principal and Interest- 423,564.59
PCFC-AMP/AFFP
Collection of  Principal and Interest -AFFP- 931,299.42
Landbank of the Philippines
Collection of Principal and interest- MLDLP 34,696.97
Collection of Principal, Interest & Risk Coverage - 32,696.69
USM
Collection of APCP Interest Income 53,353,076.58
Collection - SURE Covid 19/ ANYO/ KAYA/ 347,034,007.08
SureHogs/SUREAi1d/AGRIPINAY/
SUREODETTE/SUREAMBO
Collection of unidentified collections 171,659,993.69
Total P 1,158,201,052.34

25.6 Other Receipts

The total amount of R3,772,111.09 consists of receipt from sale of bid
documents, refund of cash advances/overpayment of expenses, refund of
remittance of APCP tax to ACPC Fund, payment for disallowance, unreleased
checks, cancelled checks and receipt from deposit of refund under GAA and
bid documents to the BTr.

26. Impact of Changes in Accounting Policy in the Statement of Financial Position

(in Philippine Peso)
Account Unadjusted Adjustment Restated 2021
Amount 2021 Balance
Statement of Financial Position
Cash and Cash Equivalents 1,396,650,779.59 1,396,650,779.59
Investments 1,730,749,131.82 1,730,749,131.82

48



(in Philippine Peso)

Account Unadjusted Adjustment Restated 2021
Amount 2021 Balance
Receivables 14,520,601,964.47 14,520,626,824.31
Inventories 173,776.78 173,776.78
Property, Plant and Equipment 91,083,221.58 | (5,012,569.19) 86,070,652.39
Intangible Assets 424.324.74 424,324.74
TOTAL ASSETS 17,739,683,198.98 | (5,012,569.19) | 17,734,670,629.79
Financial Liabilities 1,040,060.19 1,040,060.19
Inter-Agency Payables 1,314,201.32 1,314,201.32
Trust Liabilities 398,998.52 398,998.52
Deferred Credits/Unearned 14,000.00 14,000.00

Income

Other Payables

57,957,830.87

57,957,830.87

Total Liabilities

60,725,090.90

60,725,090.90

Accumulated Surplus/(Deficit)

17,678,958,108.08

(5,012,569.19)

17,673,945,538.89

TOTAL LIABILITIES AND

NET ASSETS/EQUITY 17,739,683,198.98 | (5,012,569.19) | 17,734,670,629.79
Statement of Financial Performance

Other Non-Operating Income 39,457,000.65 - 39,457,000.65

Personnel Services

45,612,952.59

45,612,952.59

Maintenance and Other Operating

105,972,100.12 | 2,301,218.33 108,273,318.45
Expenses
Financial Expenses 2,268,755.00 - 2,268,755.00
Non-Cash Expenses 4,953,670.85 - 4,953,670.85
Total Current Operating 158,807,478.56 | 2,301,218.33 161,108,696.89
Expenses
Surplus./(Deﬁc1t) from Current (119,350,477.91) (2,301,218.33 (121,651,696.24)
Operations )
Net Financial Assistance/Subsidy 2,798,672,437.33 - 2,798,672,437.33
Surplus/(Deficit) for the period 2,679,321,959.42 (2’301’218'33; 2,677,020,741.09

Statement of Changes in Net Assets/Equity

Balance at January 1

14,953,113,754.11

14,953,113,754.11

Change in Accounting Policy

(2,711,350.86
)

(2,711,350.86)

Restated Balance

14,953,113,754.11

(2,711,350.86
)

14,950,402,403.25

Surplus /(Deficit) for the period

2,679,321,959.42

(2,301,218.33

2,677,020,741.09
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(in Philippine Peso)

Account Unadjusted Adiustment Restated 2021
Amount 2021 ! Balance
)
Adjustment of Net revenue
recognized directly in net 46,522,394.55 46,522,394.55
assets/equity

(5,012,569.19

Balance at December 31 17,678,958,108.08 )

17,673,945,538.89

27. Changes in Net Assets/Equity

Retrospective Restatement of Change in Accounting Policy- The total net effect of
change in accounting policy amounting to 5,012,569.19 was due to reclassification
of PPE accounts to semi-expendable property pursuant to COA Circular No. 2022-
004. The 2021 FS has been restated to effect this change in accounting policy. The
effect of restatement is summarized below.

Particulars 2022 2021

Communication Equipment P (38,033.82) P (25,574.84)
Furniture and Fixtures (903,899.97) (903,899.97)
Information and Communication Technology

Equipment (3,299,528.70) (1,216,790.45)
Office Equipment (228,116.10) (250,800.00)
Other Machinery and Equipment (537,890.60) (309,185.60)
Motor Vehicles (5,100.00) (5,100.00)
Total P (5,012,569.19) | P (2,711,350.86)

27.1 Adjustment of Net Revenue recognized directly in Net Assets

Particulars 2022 s ligstla ed

Sale of Properties P 2,003,938.24 | 2 656,888.68
USM-CIBP trust funds in LBP and UCPB, 61,567,458.04 | (10,960,266.45)
adjustment

Amortization (11,327,726.42)
Increase in APCP trust fund in LBP 30,673,171.30
Adjustment allowance for Impairment-LR-GOCC 1,500,000.00
Increase in BTr- RTB investments 15,252,125.00
Stale Checks issued in prior year (50,000.00)
Adjustment on Notice of Suspension 300,000.00
Hazard Pay disallowance 1,940,000.00
Prior year collections of interest receivables (1,993,865.64)
Adjustment on Notice of Suspension 185,553.00
Donation of Furniture and Fixtures 145,800.00
DMLDLP liquidation 15,899,999.80
AFC adjustment on unclaimed check 1,400.00
Due to Officers and Employees prior year adjustment 20,500.00
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2021

Particulars 2022 As Restated
Collection for Bid Documents in prior years 4,559,995.92
adjustment
Derecognition of dormant accounts 53,375.38 (' 1,600.00)
Due to BIR adjustment 236,574.68

Prior year amortization- Computer Software

(516,155.32)

Remittance of refund on cash advances under GAA

(447,965.35)

Adjustment on Accumulated Depreciation and 234,832.82

Amortization of PPE

Adjustment on remaining balance on PS-DBM e- 48,308.46

wallet as of Jan 1, 2022

Adjustment on GFA utilization as of Dec 31, 2021 (4,748.62)

Correction on remaining balance of Covid19 supplies 63,425.28

as of Dec 31, 2021

Identified collection- prior year (18,700.00)

Total P 63,499,924.25 | P 46,522,394.55
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28. Statement of Comparison of Budget and Actual Amounts

The difference in the budgeted amount compared to the actual amount is as follows:

Final Budget Actual Amount Difference
RECEIPTS
Other Income 0.00 0.00 0.00
PAYMENTS
Personnel Services 48,377,058.00 47,755,321.02 621,736.98
Maintenance and Other 37,768,173.30 37,455,215.68 312,957.62
Operating Expenses
Financial Expenses 19,069.00 6,000.00 13,069.00
Capital Outlay 2,520,612,944.12 2,520,358,489.68 254,454.44
Total Payments 2,606,777,244.42 2,605,575,026.38 1,202,218.04
NET RECEIPTS/PAYMENTS | (2,606,777,244.42) | (2,605,575,026.38) | (1,202,218.04)

The above data were based from the submitted Financial Accountability Reports No.

1 current and continuing to DBM.

28.1 Allotments, Obligations and Balances

Under the Current and Continuing Appropriations — 2022, total
allotment available was P 2,606,777,244.42 with obligations incurred
in the amount of P 2,606,743,360.22 and disbursement of
P2,605,575,026.38 as of December 31, 2022. Broken down as

follows:
Categor Current Unexpended Balance
Fund
y Allotment Obligations Disbursement Amount Extended
101 PS P 48,377,058.00 P 48,377,057.21 P 47,755321.02 | P 0.79 P 0.79
MOOE 37,767,000.0 37,765,601.02 37,455,215.68 1,398.98 1,398.98
0
FE 11,000.00 6,000.00 6,000.00 5,000.00 5,000.00
cO 2,519,652,000.00 2,519,635,273.99 2,519,635,273.99 16,726.01 16,726.01
Total P 2,605,807,058.00 P 2,605,783,932.22 P 2,604,851,810.69 P 23,125.78 P 23,125.78
Categor Continuing Unexpended Balance
Fund
y Allotment Obligations Disbursement Amount Extended
101 MOOE 1,173.30 0.00 0.00 1,173.30 1,173.30
FE 8,069.00 0.00 0.00 8,069.00 8,069.00
CcO 960,944.12 959,428.00 723,215.69 1,516.12 1,516.12
Total P 970,186.42 P 959,428.00 P 723,215.69 P 10,758.42 P 10,758.42

52




29. Key Management’s Interest

29.1 Key Management Personnel

The Key Management Personnel of the ACPC are the Executive Director,
Deputy Executive Director (DED), four Directors and one Co-Terminus to the

Incumbent (CTI) Director.

29.2 Key Management Personnel Compensation

Particular 2022
Salaries and Wages P 10,720,393.00
Allowances and other compensation 5,099,583.44
Total P 15,819,976.44

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 £170,000.00 for CY

2022. Breakdown is presented below.

AGENCY
DA (Chairman) £50,000.00
DOF (Member) 30,000.00
BSP (Member) 30,000.00
DBM (Member) 30,000.00
NEDA (Member) 30,000.00
Total £170,000.00

29.3 Remuneration and Compensation Provided to Close Family Members of

Key Management Personnel

There were no close family members of key management officials of ACPC as

of December 31, 2022.
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PART II - OBSERVATIONS AND RECOMMENDATIONS

A. Financial Audit

Accounting errors/omissions

1. Loan collections amounting to P3,664,087.17 directly deposited by Partner
Lending Conduits to the depository bank of ACPC were not recorded in the
books and remained as book reconciling items in the Bank Reconciliation
Statement due to lack of details, resulting in the misstatement of cash and
receivables accounts for the year.

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.

Review of financial statements as of December 31, 2022 showed unadjusted
accounting error/omission amounting to P3,664,087.17, as shown below:

Assets Liabilities/
Amount in Accounts Net Assets/
Particulars PhP Affected Equity
Under(Over)statement
Amount in PhP
Cash in Bank —
Local Currency 144,975.91
Current Account
Cash-
Treasury/Agenc
Non-recording of | 3 664 087 1 Deposilz sieciiﬁ 3,519,111.26
loan collections 7 | Account
Other
Receivables/
Loans (3,664,087.17)
Receivables -
Others
Total
Under/(Over)
statement of | 3,664,087.17 - -
Accounting
Error
Total Assets, 20,296,289,561.17 |20,296,289,561.17
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Assets Liabilities/
Amount in Accounts Net Assets/
Particulars PhP Affected Equity
Under(Over)statement
Amount in PhP
Liabilities and
Equity
Materiality
Level (2% of
Total 4,071,738.82
Expenditure of
$203,586,540.88)

Unrecorded deposits of loan collections - P3,664,087.17

Section 2, Chapter 21 of Government Accounting Manual Volume 1 for National
Government Agencies defines that:

Unrecorded deposits are collections of the agency/entity which are
directly deposited by the debtor/client to the bank account of the
agency/entity but remain unrecorded by the agency/entity as at the period
under reconciliation.

Section 74 of PD No. 1445 states that:

The agency to see to it that reconciliation is made between the balance
shown in the reports of depositories (bank statements) and the balance
found in the books of the agency.

The Bank Reconciliation Statements (BRS) and Bank Confirmations with the
authorized government depository banks of the agency disclosed various
reconciling items, details are shown below.

Balance per Balance per Difference
Account Name Bank Book Remarks
Amount in PhP

Cash in Bank- 247,074,122.81 243,467,714.39 | 3,606,408.42 | The difference

LCCA consists of
3,461,432.51 for
outstanding
checks and
144,975.91 for
unidentified
deposits.

Cash in Bank 10,025.04 10,025.04 -

-LCSA

Cash-Treasury/ | 1,438,173,241.86 | 1,434,654,130.60 | 3,519,111.26 | The difference

Agency pertains to the

Deposit, SA unidentified
deposits.

47




Balance per Balance per .
Account Name Bankp Bookp Difference Remarks
Amount in PhP

Cash- MDS, 538,526.78 - 538,526.78 | The difference

Regular consists of
533,621.85 for
outstanding
checks and
4,904.96 for
NCA reversal.

Total 1,685,795,916.49 | 1,678,131,870.03 | 7,664,046.46

The Accounting personnel disclosed that the deposits without details pertains to
collections from loan outlays made by Partner Lending Conduits (PLCs) directly
deposited to the depository bank of ACPC. However, no bank validated slips were
submitted to ACPC to identify the PLCs which remitted the said collections.

As there is no specific guidelines issued by the ACPC on direct deposits by PLCs
of loan collections, such as what documents to submit and when to submit, and no
such provision was also included in the Memorandum of Agreement (MOA)
executed between them, the agency’s action is limited to follow-ups and demands
from the PLCs to submit the copies of their deposit slips.

These unidentified deposits totaling £3,664,087.17 were not reflected in the books
as at year-end and remained a reconciling item in the BRS, thus, understating the
Cash Accounts, and overstating the corresponding Receivable Accounts by the
same amount.

We recommended, and Management agreed, to:

a. direct the Chief Accountant to coordinate with the bank and request for
assistance to identify the details of the depositors. Further, if possible, tap
the focal persons assigned in the regions to assist in identifying the PLCs
with remitted collections, and prepare the necessary adjusting entries
accordingly; and

b. revisit the MOA with PLCs to include guidelines on the documents to be
submitted to ACPC regarding direct bank deposits and its timeline for
submission.

Management commented that the Fund Recovery Division (FRD) has been in close
coordination with the various LBP branches in identifying deposits made by
depositors/PLCs. As of to date, out of the P4,711,163.03, a total of £1,047,075.91
was identified, leaving a balance of P3,664,087.17 still to be reconciled.

In addition, the FRD has required the PLCs to immediately submit the machine-
validated deposit slip/s, however, in some instances, the PLCs overlook the
submission of the same. The account officers were also in constant coordination
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with the focal persons assigned in the regions and provinces to assist the FRD in
the identification of deposits.

Further, representations will also be made by both the FMD and FRD that the
mandatory submission of deposit slips be included in the provisions in the MOA
executed between the ACPC and the PLCs.

Accounting Deficiency

2. Subsidiary Ledgers (SLs) of three accounts with an aggregate amount of
P1,828,570,037.39 were not maintained; hence, the accuracy of the account
balances involved/affected could not be ascertained.

Section 111 of Presidential Decree No 1445, otherwise known as the Auditing Code
of the Philippines provides that:

The accounts of the agency shall be kept in such detail as is necessary to
meet the need of the agency and at the same time be adequate to furnish
the information needed by fiscal or control agencies of the government.

Further, same Section states that the highest standards of honesty, objectivity and
consistency shall be observed in the keeping of accounts to safeguard against
inaccurate or misleading information.

Appendix 6 of GAM, Volume II, provides that the SL shows details for each control
account in the General Ledger (GL) which is maintained per account and fund
cluster by the Accounting Division/Unit. Further, it was also provided that at the
end of each month, after all transactions in the journals have been posted, the debit
and credit columns of each account shall be footed in pencil and the balance
indicated in ink. The totals of the SL balances shall be reconciled with the
corresponding GL controlling account.

Subsidiary Ledgers on the three receivable accounts with an aggregate amount of
P1,828,570,037.39 were not maintained, to wit:

Accounting Deficiencies Account Name Amount in PhP
Non-maintenance ~ of  Subsidiary | Receivable — 494,550.11
Ledgers Disallowances and

Charges

Due from NGOs 281,213,846.15

Other Receivables 1,546,861,641.13
Total 1,828,570,037.39

Out of the balance of Other Receivables of £10,266,845,829.81, the SLs of three
accounts totaling P1,828,570,037.39, were not maintained due to time constraints
and the volume of transactions; hence, the accuracy and reliability of the three
receivables accounts could not be ascertained.
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B.

We recommended, and Management agreed, to instruct the Chief Accountant
to prepare and maintain the subsidiary ledgers for all receivable accounts to
support the reported balances in the FS.

Management commented that the Accounting Division is instructed to update all
the SLs of the Agency and to ensure that the balances are reconciled with those
reported in the FS. Further, the Agency assured that SLs will be maintained and
updated to support the balances of the accounts.

Compliance with Other Legal and Regulatory Requirements

Agency’s Fund Utilization and implementation of the Agricultural Credit Program

3.

The agency’s appropriation/allotment for CY 2022 of $2,606,777,244.42, was
fully obligated and disbursed until December 31, 2022, including the
appropriation/allotment of $2,570,987,887.41 for Agricultural Credit
Program, which included the amount of $2,515,000,000.00 intended for the
Agro-Industry Modernization Credit and Financing Program. However, only
P982,406,603.46 or 39.06 percent was released to end-borrowers during the
year due to the exclusion of thrift banks and non-bank financial institutions
among the PLCs, resulting in an unreleased fund of P1,532,593,396.54, and,
thus, casting doubt on the attainment of the goal of ACPC of ensuring that
credit is truly made available and accessible to small farmers and fisherfolks.

Section 68 of the General Provisions (GP) of the Fiscal Year (FY) 2022 General
Appropriations Act (GAA) as implemented by Item 3.3 of National Budget Circular
No. 587, dated January 3, 2022, provides that:

Appropriations authorized in this Act, including budgetary support to
GOCC s and financial assistance to LGUs shall be available for release
and obligation for the purpose specified, and under the same general and
special provisions applicable thereto, until December 31, 2023, except
for personnel services which shall be available for release, obligation
and disbursement until December 31, 2022. On the other hand,
appropriations for the statutory shares of LGUs shall be available for
release, obligation and disbursement until appropriations are fully
utilized and funds are fully disbursed. Likewise, construction of
insfrastructure projects, delivery of goods and services, inspection and
payment shall be made not later than December 31, 2023.

After the end of the validity, all unreleased appropriations and
unobligated allotments shall lapse, while unexpended or undisbursed
funds shall revert to the unappropriated surplus of the General Fund in
accordance with Section 28, Chapter 4, Book VI of E.O. No. 292 and
shall not thereafter be available for expenditure except by subsequent
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legislative enactment. Departments,

bureaus, and offices of the
National Government, including Constitutional Olffices enjoying fiscal
autonomy, SUCs, and GOCCs, shall strictly observe the validity of
appropriations and the reversion of funds.

For CY 2022, out of the appropriation/allotment of 2,606,777,244.42, the amount
of $2,606,743,360.22 was utilized/ obligated while £2,605,575,026.38 or 99.96
percent was disbursed, details are as follows:

A“((j)lt;:sent A[/)Kﬂ(;lt)ll;:::::n Obligation Disbursement Utlﬂg&;?on Dlelll{l:;ment
Current

PS 48,377,058.00 48,377,057.21 47,755,321.02 100 98.71
MOOE 37,767,000.00 37,765,601.02 37,455,215.68 100 99.18
FE 11,000.00 6,000.00 6,000.00 54.55 100
CcO 2,519,652,000.00 2,519,635,273.99 2,519,635,273.99 100 100
Sub-Total 2,605,807,058.00 2,605,783,932.22 2,604,851,810.69 100 99.96
Continuing

MOOE 1,173.30 0.00 0.00 0.00 -
FE 8,069.00 0.00 0.00 0.00 -
(6(0) 960,944.12 959,428.00 723,215.69 99.84 75.38
Sub-Total 970,944.12 959,428.00 723,215.69 98.81 75.38
Total 2,606,777,244.42 2,606,743,360.22 2,605,575,026.38 100.00 99.96

Of the total appropriation/allotment, the amount of P2,570,987,887.42 was
appropriated for Agricultural Credit Program (ACP), of which the amount of
P2,570,967,303.01 or 100 percent was obligated and $2,570,063,680.62 or 99.96

percent was disbursed, as follows:

All((:)lt:;:nt A?Xﬁ%ﬁg:ﬂ:n Obligation Disbursement Utlgﬁzlon Dlsblﬁl:; men(
PS 28,087,000.00 28,087,000.00 27,680,411.14 100.00 98.55
MOOE 22,287,943.30 22,285,601.02 22,024,779.80 99.99 98.83
CO 2,520,612,944.12 2,520,594,701.99 2,520,358,489.68 100.00 99.99
Total 2,570,987,887.42 2,570,967,303.01 2,570,063,680.62 100.00 99.96

The ACP is the program of ACPC which aims to increase the access of small
farmers and fisherfolks to formal credit under the Agro-Industry Modernization
Credit and Financing Program (AMCFP). The program consists of the
administration of the AMCFP and the formulation, research and advocacy,
monitoring and evaluation of credit policies, plans and programs and capacity
building of farmer and fisherfolk organizations.

To implement the loan programs, the ACPC encourage potential PLCs as its partner
in the administration of funds. Applications of PLCs were evaluated by ACPC
based on the criteria set per Loan Program. After evaluation, a MOA is forged
between ACPC and PLC setting forth the provisions regarding the program and
loan fund administration, the lending guidelines and the duties and responsibilities
of the parties, among others.
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ACPC transfers the funds to the PLCs to disburse within a period of 90 days. During
such period, the PLCs, in accordance with the set guidelines by ACPC, assess loan
applications by farmers and fisherfolks, conduct credit or background investigation
activities, process these loan applications and disburse loans. If after 90 days, the
PLCs were not able to disburse all the funds, upon PLC’s request, ACPC may allow
an extension of another 90 days to disburse the fund as long as the reasons cited
were valid or justified. By the end of the extension period, PLCs were expected to
return any unutilized funds to ACPC. The funds released to PLCs during the last
quarter of 2022 is projected to be released to borrowers by the first quarter of 2023.

According to ACPC, the implementation of ACPC programs through PLCs
suffered some setbacks which considerably slowed down the disbursement of loans
to end-beneficiaries.

In December 2020, emergency funds under the Bayanihan 2 Act amounting to P2.5
billion were transferred to ACPC intended for Covid-19-affected farmers,
fisherfolk and MSEs under the SURE Covid-19 program. These funds had been
prioritized with respect to disbursement, thus, the utilization of the 2021 GAA
funds for loans outlay was unintentionally crowded out, which eventually created
a domino effect as the remaining undisbursed 2021 GAA funds were also carried
over in 2022, and ultimately affecting efforts to facilitate the disbursement of the
2022 GAA funds.

Loan disbursement efforts were particularly challenging during the pandemic due
to the enhanced community quarantine (ECQ) which hampered the dissemination
of information about the credit programs to target beneficiaries and slowed down
the process of borrower identification and evaluation by the PLCs.

This was further exacerbated by the Special Provision in the 2022 GAA which
excluded non-bank financial institutions such as cooperatives as well as farmers
and fisherfolk organizations and agri-fishery based corporations in the list of
institutions that can serve as ACPC’s PLCs.

To address the above issues, ACPC forged an arrangement with the Development
Bank of the Philippines (DBP) to facilitate the management of the fund. ACPC
assessed and approved qualified PLCs then submit it to the DBP for the PLCs’
opening of accounts. On the other hand, the duly accredited PLCs assess,
investigate, and approve farmer and fisherfolks borrowers and submit the list to
ACPC. On the basis of the total approved loans of end borrowers, ACPC submit a
Letter of Instruction (LOI) to DBP for the drawdown of the concerned PLC. Upon
receipt of fund by the PLC from DBP, loans shall be released to the end borrowers.

Included in the allotment for the ACP of $2,570,987,887.42, was the amount of
P55,987,887.42 which pertains to PS and MOOE allotments and
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P2,515,000,000.00 intended for the Agro-Industry Modernization Credit and
Financing Program.

For CY 2022, ACPC transferred a total of £950,000,000.00 to DBP. Out of this
amount, the sum of P237,237,450.00 or 24.97 percent of the funds were released
by DBP to 34 Cooperatives, leaving an unreleased fund of $712,762,550 in the
custody of DBP. Out of the funds received by the 34 cooperatives only a total of
P102,246,850.00 was released to the end borrowers, leaving a balance of
P134,990,600.00 in the custody of the PLCs.

Likewise, out of the remaining fund with ACPC amounting to £1,565,000,00, only
P880,1159,753.46 were released through the 44 PLCs to end borrowers, leaving an
unreleased fund of P684,840,246.54. Thus, as of December 31, 2022, the total
unutilized fund amounted to £1,532,593,396.54, details as follows:

Credit Amount Amount Loans Unutilized

Retailers/Lenders Transferred transferred by released to Balance
DBP to 34 End-
PLCs* borrowers

Development 950,000,000.00 | 237,237,450.00 712,762,550.00
Bank of the
Philippines (DBP)
*34 PLCs funded 102,246,850.00 134,990,600.00
by DBP
44 Various PLCs | 1,565,000,000.00 880,159,753.46 684,840,246.54
with direct FTs
from ACPC

Total 2,515,000,000.00 982,406,603.46 | 1,532,593,396.54

With the above scenario, the goal of ensuring that credit is truly made available and
accessible to small farmers and fisherfolks was not fully achieved.

We recommended, and Management agreed, to encourage more PLCs and
coordinate with them to expedite processing of applications and loan releases
to eligible end-borrowers, otherwise, refund the unused balances for reversion
to the National Treasury.

Management commented that the ACPC Provincial Focal Persons are assisting the
PLCs in encoding the loan information in the ACE Portal to comply with the
immediate submission of Loan Disbursement Reports which is the prerequisite to
succeeding credit fund transfers. They assured that the Program Management
Officers will regularly monitor the status of credit funds in each PLC.

As of March 2023, credit fundings were released and some were approved for
transfers to the PLCs upon request based on approved list of borrowers. ACPC will
continuously exert its effort to ensure that the remaining unutilized funds
transferred to the DBP and other PLCs will be released to eligible end-borrowers.
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All unutilized credit funds after the prescribed disbursement period, if not extended,
shall be returned to the Bureau of the Treasury.

PROJECT EVALUATION:

AgriNegosyo (ANYO) Loan Program

4.

Inadequate monitoring of PLCs led to the processing of loans of some PLCs in
a manner not in consonance with the implementing guidelines of the ANYO
Loan Program, and consequently granting loans to some individuals and
Micro and Small Enterprises (MSEs) who were not eligible and for purposes
not aligned with the purpose of the program, thus, the intended goals and
targets of the program were not fully achieved.

Memorandum Circular No. 57 s. 2020 dated October 28, 2020 was issued by the
Department of Agriculture Secretary providing the General Implementing
Guidelines of the Micro and Small Agribusiness Loan Program of AgriNegosyo
(ANYO) Loan Program, intended to assist agri-fishery-based MSEs, farmers and
fisherfolk organizations/associations, and individual Small Farmers and
Fisherfolks (SFFs).

The Program aims to fast-track growth in the agriculture sector and help in the
country’s economic recovery by establishing a financing facility that will support
modernization and industrialization in agriculture and fisheries, promote the
development of the agricultural value chain, boost agri-fishery jobs generation,
improve the nation’s food security and alleviate poverty conditions especially in
the countryside.

Specifically, the Program aims to provide accessible and affordable credit to
eligible borrowers for the financing of their capital requirements that will enable
them to boost the efficiency, productivity and profitability of their farm as well as
non-farm income-generating activities. It offers zero interest loans for eligible SFFs
and MSEs who may avail a maximum loanable amount of £300,000.00 for SFFs
and P15,000,000.00 for registered MSEs, depending on its size, payable up to five
years.

Section VI of Memorandum Circular No. 57 provides among others the Lending
Guidelines of the Program (Annex A), the provisions relevant to the audit
observations are enumerated herein for emphasis:

(a) Eligible Borrowers

i. Individual Borrowers, with the following qualifications:

a. Small Farmer and Fisherfolk (SFF) defined:
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Small Farmer Natural person dependent on small-
scale subsistence farming or fishing
activity as primary source of income
(Section 4, RA 8435/AFMA)

Small Fisherfolk Directly or indirectly engaged in taking,
culturing or processing fishery or
aquatic resources (Presidential AO No.
21, s. 2011, Revised IRR of RA
8425/Social Reform Act)

b. Individuals engaged or willing to engage in agri-
fishery-based income-generating activities.

c. Registered/enrolled in the RSBSA or the appropriate
DA Registry for Urban farmer borrowers.

(b) Eligible Loan Purpose

L.

il

Funds extended to agri-fishery-based MSEs and farmer and
fisherfolk organizations/associations shall be utilized to
finance  capital  requirements  for  acquisition  of
machinery/equipment, construction of facility/s and /or
working capital requirements for agri-fishery-based income-
generating activities.

Funds extended to individual SFF shall be utilized to finance
agri-fishery-based income-generating activities such as agri-
fishery production, processing or marketing, or a
combination of agri-fishery income-generating activity and
non-farm enterprises.

(c) Loanable Amount

Type of Borrower Loanable Amount

Small Enterprises Up to 90% of the projected cost but
not to exceed P15 million

Micro Enterprises Up to 90% of the projected cost but
not to exceed P3 million

Farmers and Fisherfolk Up to 90% of the projected cost but

Cooperatives /Associations not to exceed P15 million

Individuals Up to B300,000.00

(d) Interest Rate and Other Finance Charges

.

1l.

Zero-percent (0%) interest rate

One-time service charge of 3.5%
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1ii. For sub-loans released by PLCs, may charge interest and
finance charges to cover its cost up to a spread of at most 6%
per annum

(e) Loan Security

The loan security shall cover the loan exposure to the eligible MSE
and farmer and fisherfolk cooperatives/association borrowers.
Loan security shall be covered by the post-dated checks and any or
a combination of the following as may be applicable:

1. Real estate mortgage on facilities financed under the Project;

it. Chattel mortgage of movable assets financed under the
Program to be insured with PCIC

iii. Assignment of inventory

1v. Assignment of sales proceeds of purchase order from the
confirmed buyer/s; and

v. Assignment of other insurance of the borrower, if any (e.g.
mortgage redemption insurance with PCIC or other insurance
companies/institutions).

(f) Penalty Charge

In case of failure to pay on the due date, the borrower shall be
liable to pay a penalty charge of 1% per month of the amount due.

To avail of the program, the documentary requirements for each windows are
summarized below:

e . INDIVIDUAL

organization JNSEENN ot OFW  [Cgimay)| e
Government Issued ID " 7 i v v
Business Plan or Farm Plan and Budget \/ \/ \/ \/ \/ \/
Proof of RSBSA
Registration/Enrellment \/ \/ \/ \/ \/
1 (ene) 1x1 recent ID picture \/ \/ \/ \/
Letter of Intent \/ V/
Proof of Business Registration v
{e.i. CDA/SEC/DTI, et al.}
Latest Audited Financial Statements w/ proof of
filing with the BIR (Existing MSEs) or Projected J
Income Statement [Start-Up)
Board Resolution v
Endorsement from DA v v
Proof of FFEDIS registration i
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To implement the program, ACPC partnered with qualified PLCs that have
satisfactory record under the ACPC credit programs and/or pass the following
criteria provided for in the Program Guidelines:

Criteria

Type of PLC

Banks Cooperatives

NGOs

Other
NGFIs

Operational and with satisfactory credit
standing with creditors, if any

v

v

With supervising government
agencies/entities such as NIA,
DOLE, DAR

CAMELS rating of at least 3

Past due ration or not more than
twenty-five precent

At least two-year track record in
lending

Capital adequacy ratio of at least ten
percent

Adequate reserve requirement

Profitable/ Net Surplus on the year
preceding application and as of the time
of application for credit fund

AR R R A

Risk asset ratio of not less than ten
percent

Positive net worth on the year
preceding the application

Complete core management team

With functioning Board of Directors, or
its equivalent

With lending policies and guidelines
with basic recording system

ANEERNE NI N

General Provisions of the MOA between the ACPC and the PLC include that the
PLC will request from ACPC for an approval of a credit fund based on the loan
targets and/or list of eligible borrowers. Once approved, the ACPC transfers the
initial amount and succeeding loan requests to the PLC’s separate bank account
intended for the loan program. Utilization of such funds shall be governed by the
provisions of the MOA and the Loan Program Term Sheet.

For the period January to December 2022, a total amount of 1,595,476,219.00 was
released to a total of 14,055 borrowers under the ANYO Loan Program, details are

shown below:

Particulars

No. of Borrowers

Amount of Loan Releases

SFF 13,896 P1,269,492,216.00
MSE 159 325,984,003.00
Total 14,055 $1,595,476,219.00
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During the year, 21 PLCs were validated by the Audit Team, consisting of 14 PLCs
who are recipients of funds from the 2022 GAA and 7 recipients of funds in prior
years’ GAA.

The following deviations from the guidelines and Terms of Reference (TOR) were
observed during the validation:

1. Release of loans despite incomplete documentary requirements

Out of the 21 PLCs validated, 17 PLCs disclosed deficiencies in the approval and
release of loans involving 158 out of 253 loan releases validated with corresponding
amount of $90,389,150.00 out of total loans of 148,413,650.00. Details are shown

below:

Amount of
No. of Loan Loan‘s Wi.th
No. of Loan Releases with deficiencies
Name of PLC Releases Incomplete over Amount Deficiency
Validated . Validated (in
Requirements o .
Philippine
Pesos)
Individual Small Farmers and Fisherfolks
1. PLC (NCR) 35 35 25,000,000.00/ | No Government
25,000,000.00 | issued
Identification Card
No Business Plan/
Farm Plan and
Budget (FPB)
No Proof of
RSBSA enrollment
No Ix1 recent
photo
2. PLC (Region I) 19 8 2,250,500.00/ | No Business Plan/
5,350,000.00 | FPB
FPB not signed by
the Municipal
Agriculture Officer
(MAO)
No Proof of
RSBSA enrollment
3. PLC (Region I) 20 2 50,000.00/ | FPB not signed by
500,000.00 | the MAO
4. PLC (Region I) 30 13 1,760,000.00/ | No Proof of
4,300,000.00 | RSBSA enrollment
No 1x1 recent
photo
5. PLC (Region II) 18 11 1,578,000.00/ | No Proof of
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Name of PLC

No. of Loan
Releases
Validated

No. of Loan
Releases with
Incomplete
Requirements

Amount of
Loans with
deficiencies
over Amount
Validated (in
Philippine
Pesos)

Deficiency

2,393,000.00

RSBSA enrollment

6. PLC (Region II)

12

10

2,300,000.00/
2,850,000.00

No Proof of
RSBSA enrollment

7. PLC (Region II)

16

580,000.00/
4,100,000.00

No Proof of
RSBSA enrollment

8. PLC (Region II)

37

37

3,650,000.00/
3,650,000.00

No Government
issued
Identification Card

No Business Plan/
FPB

No 1x1 recent
photo

9. PLC (Region II)

19

19

5,170,650.00/
5,170,650.00

FPB not signed by
the MAO

No 1x1 recent
photo

10.PLC (Region
IV-A)

20

890,000.00/
5,440,000.00

No Proof of
RSBSA enrollment

Sub-Total

226

140

43,229,150.00/
58,753,650.00

Micro and Small Enterprises

1.PLC (Region II)

5

4,000,000.00/
21,500,000.00

No DA
Endorsement
(PCAF
Endorsement
attached)

2.PLC (Region II)

660,000.00/
20,660,000.00

No FFEDIS
Registration

No DA
Endorsement

3.PLC (Region III)

6,800,000.00/
11,800,000.00

No FFEDIS
Registration

No Loan Security
No Business Plan
No Letter of Intent

No DA
Endorsement

4.PLC (Region IIT)

2,800,000.00/
2,800,000.00

No Loan Security

5.PLC (Region III)

1,000,000.00/

No Loan Security
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Name of PLC

No. of Loan
Releases
Validated

No. of Loan
Releases with
Incomplete
Requirements

Amount of
Loans with
deficiencies
over Amount
Validated (in
Philippine
Pesos)

Deficiency

1,000,000.00

6. PLC (Region
IV-A)

2,000,000.00/
2,000,000.00

No Audited FS/
Projected Income
Statement

7. PLC (Region
IV-A)

29,900,000.00/
29,900,000.00

No Loan Security

Sub-Total

27

18

47,160,000.00/
89,660,000.00

Grand Total

253

158

90,389,150.00/

148,413,650.00

Some of the PLCs reasoned out that the non-attachment of the 1x1 photo was
because the borrowers already have their membership cards with the PLC. As for
the loan security of MSE borrowers, the PLCs claim that the program was
advertised as “No interest, no collateral” Program; thus, the requirement on loan
security was overlooked.

However, the enumerated requirements are there for a reason and are significant in
the overall success of the program implementation, thus, it must be complied with
by the borrowers and the PLCs.

2. Release of loans to ineligible borrowers, ineligible loan purposes and above
the allowable amount

Review of the list of borrowers of one PLC revealed that most of the borrowers
were not eligible to avail of the program because they were either employees or
members of the cooperatives that were neither farmers nor fisherfolks.

In addition, one individual borrower was approved for a loan amounting to
£1,000,000.00 which was above the maximum loanable amount of $300,000.00 for
individual SFFs. A Resolution approving the loan amount was attached to the file
of the borrower. However, in this Resolution, it was discovered that the Approving
Chairperson of the BOD was the borrower herself.

Further, the indicated loan purposes were not agri-fishery related which is not in
compliance with the provisions of the program. Various loans were approved by
the PLC for:

¢ tuition fees;

* house repair and renovations;

* motor shop capital;

* motorcycle loan payments; and

60



* hospitalization and childbirth funds, among others.

The approval of loans for non-eligible borrowers, for non-eligible loan purposes
and above the allowable loan amount, defeated the goal of the program to assist
agri-fishery-based MSEs, farmers and fisherfolk organizations/associations, and
individual SFFs and its aim to fast-track growth in the agriculture sector. Further,
the funds would have been used and released to those really in need and eligible for
the same.

3. Penalty rates imposed were above the indicated penalty rate allowed

Penalty indicated in the Promissory Notes (PN) signed by the ANYO Loan Program
Borrowers in five validated PLCs were above the stated Penalty Rate in the
Memorandum Circular.

The rate stated in the Circular in cases where the borrower fails to pay the amount
due in time is 1 percent per month, however, some PLCs have indicated a penalty
rate ranging from 2 percent to 5 percent in their promissory notes. This is due to
the PLCs use of their template PN for the PLCs own Credit Programs for borrowers
approved under the ANYO Loan Program. No PN was separately prepared for the
ANYO Borrowers that indicated the right penalty terms.

Although none were identified to be charged with the rates above the allowed rate,
since the loans were not yet due for payment, the non-indication of the correct

penalty rate may potentially create misunderstandings in the future.

4. Service Charge amounted to more than 3.5 percent of the loan amount

Validation of loan breakdowns in one PLC revealed that five SFF borrowers were
charged with Service Fees at rates from 4.246 percent to 4.5775 percent, which is
above the allowable Service Charge of 3.5 percent of the loanable amount.

The list of the inappropriately charged borrowers was forwarded to the Focal
Person and the PLC to explain and to provide a breakdown of the amount charged
for identification of possible mishaps/errors, however, nothing was submitted to the
Audit Team to date.

The charging of service fees above the allowed percentage resulted in lower loan
proceeds released to the borrowers that they can use to fund their agri-fishery
related project.

We recommended, and Management agreed, to require the Division-in-charge
of the loan program implementation to devise a monitoring scheme that could
identify immediately the non-compliance of the PLCs with the provisions and
guidelines in the implementation of the loan program, and strictly require
them to:
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a. enforce the minimum documentary requirements from borrowers before
approval of loan;

b. screen borrowers and approve only those who are eligible and for the
allowable purposes specified under the program;

c. ensure that the correct penalty rates are indicated in the promissory notes,
or provide the template PN indicating the prescribed rates to avoid
potential issues in cases of failure to pay by the borrowers; and

d. ensure that only the appropriate deductions are charged against the
approved SFF borrowers.

Non-Compliance with Procurement Laws, Rules and Regulations

5.

Copies of two perfected contracts and three Purchase Orders (POs) and its
supporting documents amounting to P3,167,416.76 and P425,660.00,
respectively, were not submitted to the Audit Team within the prescribed
period, precluding the timely review and prompt communication of any
deficiencies to Management.

Section 3.1.1 of COA Circular No. 2009-001 dated February 12, 2009 provides
that:

A copy of contract and each of all the documents forming part thereof by
reference or incorporation shall be furnished to the Auditor of the agency
concerned within five (5) working days from the execution of the
contract.

Section 3.2.1 of the same circular states 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.

Review of Management’s submission of the required copies of contracts, POs and
supporting documents disclosed that 2 out of 308 contracts and POs were submitted
35 days late and three POs were not submitted at all to the audit team. Details are
shown on the next page.

No. of Documents Total Amount of
Report/Document without |with delay| Not Contracts/ POs _W‘th Days
delay submitted delays /unsubmitted | Delayed
(in PhP)
Contracts:
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N = ) No. of Documents Total Amount of Days
a)COST T | : " | detass tamcubumittod | P92V
b. ) Contract Agreement 7 2 - 3,167,416.76 35
(Goods and Services)

c. ) Consultancy 1 - -
Sub-total 3,167,416.76
POs 150 - 3 425,660.00
303 2 3 3,593,077.76
Total
308

Further, it was noted that only copies of contracts and POs were submitted to the
Audit Team without the necessary supporting documents. Copies of the supporting
documents were only attached to the Disbursement Vouchers when processed, thus,
validation/review cannot be undertaken due to the absence of supporting
documents.

According to the concerned staff, the unsubmitted POs were overlooked as a result
of their voluminous work. As for the contracts, Management reasoned that the delay
was due to the lockdown imposed last January 3-15, 2022 and the staggered
schedule of work on site.

The delayed submission of the contracts hindered the timely evaluation of the
contract’s compliance with the provisions of RA No. 9184 and its IRR, specifically
on the completeness of documentary requirements. Further, an assessment whether
the contractual covenants are disadvantageous or not to the government was also
deterred.

Moreover, the non-submission of the POs and the necessary supporting documents
precluded the timely review and prompt communication of any deficiencies to
Management.

We recommended, and Management agreed, to require concerned
Officer/staff to:

a. ensure that contracts and POs, together with its supporting documents, are
submitted to the Audit Team within five working days from issuance as
prescribed by law and applicable rules and regulations; and

b. enforce stricter monitoring controls to prevent lapses in timely and
complete submission of contracts and POs and their supporting

documents.

Management commented that the delay was due to the nationwide lockdown in
January and implementation of a skeletal workforce and work from home
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arrangements that hindered the gathering of supporting documents and forwarding
to the Audit Team.

As for the non-submission of three POs, the end-user units involved inadvertently
overlooked the submission of copies of the same to COA. A Brown bag Session
will be conducted to explain the process flow to end-user units and a system will
be established to track the submission of approved contracts and POs with the
prescribed period.

Delayed Submission of Mandatory Financial Reports

6. Financial reports and documents were not submitted to the Audit Team and
if submitted were 2 to 320 days delayed, thus, timely audit of transactions
cannot be made.

Section 60, Chapter 19 of GAM Volume I provides that:

All NGAs shall prepare and submit the following financial statements
and schedules within the prescribed deadline:

Central/Head/Main Office:

Monthly TBs and SSs — Ten days after the end of the month
Quarterly TBs, FS and SSs — Ten days after the end of the quarter

COA Circular No. 92-125A dated July 30, 1992 states that the Chief
Accountants/Heads of Accounting Units of National Government Agencies shall:

Submit the original of the BRS within 15 days after the end of the month
to the COA Resident Auditor, copy furnished the concerned
Government Servicing Bank (GSB) and the Department of Budget and
Management, Accounting Finance Bureau (DBM-AFB).

Section 32 of GAM Volume I provides that:

All departments/agencies shall observe the following timelines in
submitting the required FARs to COA-GAS and DBM:

1. Within thirty (30) days after the end of each quarter —
1. SAAODB — FAR No. 1
2. SAAODBOE — FAR No. 1.4
3. List of Allotments/Sub-Allotments - FAR No. 1.B
4. SABUDB — FAR No. 2
5. SABUDBOE — FAR No. 2.4
6. ORROR — FAR No. 5
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ii. On or before 30th day following the end of the year — ADDO
— FAR No. 3

iii. On or before 30th day of the following month covered — MRD
— FAR No. 4

Records showed that Disbursement Vouchers, Bank Reconciliation Statements
(BRS), financial statements and other documents were not submitted on time. The
delay in the submission of financial reports and documents ranged from 2 to 320
days.

The expected financial reports and documents to be submitted to this office as of
December 31, 2022, are as follows:

Period Covered of .
Fund Documents Submitted Reports Date Submitted
101, SB, USM, RCI September to February 2023
DMLDP, APCP November 2022
December 2022 March 2023
LDDAP-ADA September to February 2023
November 2022
December 2022 March 2023
DVs with supporting September to February 2023
documents November 2022
December 2022 March 2023
Monthly Trial Balance | September to February 2023
November 2022
December 2022 April 2023
Quarterly Trial Balance | 3™ Quarter 2022 March 2023
Quarterly Financial 3™ Quarter 2022 March 2023
Statements
101 None submitted
SB, APCP August to March 2023
December 2022
USM May to February 2023
BRS July 2022
August 2022 to March 2023
December 2022
BTR AMCFP September to March 2023
December 2022

As for the BRS, Management reasoned that the delay in the preparation was due to
late receipt of bank statements from the banks. However, no reasons were given for
the delays and non-submission of the other financial documents.
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Constant follow-ups were made with the Accounting Division for the submission
of the same but these were only submitted in February to April 2023.

The delays and non-submission of the said documents hindered the timely
verification of the same, thus, may result to non-immediate detection of possible
errors and deficiencies, if any.

We recommended, and Management agreed, to direct the Chief Accountant
to:

a. enroll a We Access account with the Landbank of the Philippines for
immediate determination of cash balance as at a given date;

b. coordinate with the bank for the immediate release of bank statements for
timely preparation of the BRS; and

c. submit within the prescribed period the required reports, together with the
supporting documents.

Management commented that the Financial and Management Division shall
regularly coordinate with the bank for the immediate release of bank statement (BS)
and to secure an advance/snapshot copy of the BS to facilitate analysis and timely
preparation of the BRS.

Management ensures compliance with the submission of the BRS and other
financial reports, together with the supporting documents on time. To avoid delays,
ACPC hired an additional COS staff.

Implementation of Gender and Development Program

The agency allocated/attributed the amount of P667,492,525.59 or 25.64 percent of
the total appropriations of £2,603,143,000.00 for GAD programs and activities, in
compliance with Section 34 of the General Provisions of the GAA for FY 2022.
Moreover, all planned activities were implemented with fund utilization including
attribution costs of P812,799,243.13 or 121.77 percent of budgeted amount.

Implementation of Senior Citzen and Persons with Disability Program

8.

The agency spent P687,520.33 in the implementation of the activities for the Senior
Citizen and Persons with Disability (SCPD), through conduct of institutional
capacity-building programs and credit facilitation seminars, as well as, conduct of
physical fitness program and provision of COVID-19 protection kits for senior
citizens and differently-abled citizens, in compliance with Section 35 of the General
Provisions of the GAA for FY 2022.

66



Compliance with Tax, GSIS, Philhealth and Pag-I1BIG laws

9. The total withheld amount and remittances to BIR, GSIS, Pag-IBIG and PhilHealth
are shown below:

Beginning 2022 Balance

Accounts Balance Withheld Remittances | Refunds D;;'zil’ Remarks

Due to | 1,274,825.94 14,469,498.3 | 13,081,205.39 34,260.1 | 1,354,032.74 | Remitted

BIR 1 8 on
January
10, 2023.

Due to - 5,261,926.78 5,209,073.16 52,853.6 -

GSIS 2

Due to - 488,178.28 488,178.28 -

PhilHealt

h

Due to - 206,164.94 206,164.94 -

Pag-IBIG

Total 1,274,825.94 | 20,425,768.3 | 18,984,621.77 | 87,113.8 | 1,354,032.74

1 0

Insurance of physical assets with the GSIS

10. The agency insured properties amounting to P91,858,066.02 with the Government
Service Insurance System (GSIS) with corresponding insurance premiums paid in
the amount of $692,917.40, in accordance with RA No. 656, otherwise known as
the “Property Insurance Law” as amended by Presidential Decree (PD) No. 245
dated July 13, 1973.

Receipt and utilization of Disaster Related Fund

11.  The agency did not receive nor disburse Disaster Risk Reduction Management
Fund and/or Quick Response Fund in CY 2022.

National Task Force to End Local Communist Armed Conflict (NTF-ELCAC) Fund

12. The agency did not receive nor disburse NTF-ELCAC Fund for CY 2022.

Audit Disallowances and Charges

13. Suspensions for transactions post-audited during the year amounted to $28,803.54,
which was fully settled as of year-end. Prior years’ disallowances amounted to
P1,776,275.35, of which only P347,740.25 of audit disallowances were settled,
leaving an unsettled disallowance amounting to 1,428,535.10 as of the end of the
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year, P1,410,000.00 of which is under appeal, while P18,535.10 is on-going
settlement through monthly installment payments.

Sections 9.4 and 10.4 of Chapter II of COA Circular No. 2009-006 dated September
15, 2009 state that:

9.4 A suspension should be settled within ninety (90) calendar days
from receipt of the NS; otherwise, the transaction covered by it
shall be disallowed/charged after the Auditor shall have satisfied
himself that such action is appropriate. Consequently, the Auditor
shall issue the corresponding ND/NC.

1.4 The disallowance shall be settled within six (6) months from
receipt of the ND by the persons liable.

The total suspension and disallowances as of December 31, 2022, and the
corresponding settlements made during the year are shown as follows:

Beginning Jan. 1 to Dec. 31, 2022 Ending
Balance Issuances Settlements Balance
Notices (As of Dec. 31, NS/ND NSSDC (As of Dec. 31,
2021) 2022)
Amount in PhP
Notice of
Suspensions 0.00 28,803.54 28,803.54 0.00
(NSs)
Notice of
Disallowances 1,776,275.35 0.00 347,740.25 1,428,535.10
(NDs)
Total 1,776,275.35 28,803.54 376,543.79 1,428,535.10

The outstanding ND as of the end of the year amounting to £1,410,000.00 pertains
to disallowances issued for payment of Special Economic Relief Assistance due to
pandemic and year-end performance incentive which was appealed before the
Director of Cluster 8 — Agriculture and Environment, National Government Audit
Sector (NGAS) of COA, while the balance amounting P18,535.10 which pertains
to service fee payments of a public lawyer is currently being settled through
installment payments.
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PART III - STATUS OF IMPLEMENTATION OF PRIOR YEARS’
AUDIT RECOMMENDATIONS

Of the nine prior years’ audit recommendations, three were implemented, and six

were not implemented, four of which were reiterated with modifications in Part II of this
report.

Observations and
Recommendations

AAR
Reference

Action Taken by
Management

Auditor’s
Validation

. 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.

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.

AAR
CY 2021
page 35

HRMS facilitated
the  recruitment
process for the
additional
manpower
requirement of the
FMD.

Not Implemented

The HRMS
process of
recruitment is
ongoing.

Reiterated in Part
Il of this report
under Observation
No. 5 with
modification.

. Overall, 99.97 percent or
P2,796,954,868.87 of the
agency’s

appropriation/allotment of

P2,797,925,056.00 was
utilized/obligated with
unutilized

appropriation/allotment of
P970,187.13 as a result of
failed bidding for the

AAR CY
2021
pp. 36-37
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Observations and
Recommendations

AAR
Reference

Action Taken by
Management

Auditor’s
Validation

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 P2,792,180,598.10 was
utilized/disbursed for ACP,
the balance of £2,279,599.90
was automatically reverted to
the National Treasury.

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

Appropriation
was fully utilized
as of December
31, 2022. The
FMD continued to
monitor and
ensure the full
utilization of the
approved
appropriation.

Not Implemented

The overall fund
was utilized;
however, physical

targets were not
met in CY 2022.

Reiterated in Part
Il of this report
under Observation
No. 2 with
modification.

. Unserviceable properties
costing P3,638,311.33 million

AAR
CY 2021
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Observations and AAR Action Taken by Auditor’s
Recommendations Reference Management Validation
were not yet disposed of as of | pp. 37-38
year-end, thus, exposing them
to loss, destruction, further
deterioration and depriving
the government of potential
income that could Dbe
generated from the sale
thereof.
We  recommended, and The General Implemented
Management  agreed, to Services Division
require the Chief of Property consolidatec‘i the Disposgl of
Division and Disposal documentation of | unserviceable
P ) )

: ; the unserviceable | properties was
Committee to refrain from property and | already done.
pooling unserviceable finalized the
property for one-time disposal schedule of
and immediately commence disposal.

disposal declared
unserviceable in accordance
with  existing rules

regulations.

once

and

As of December
2022, one unit of
Land Rover was
already disposed
of thru public
bidding.
However, no bids
were received for
the three units of
motorcycle.

The Disposal
Team plans to
invite again
bidders for the
disposal of
motorcycles
together with the
unserviceable
vehicle (Toyota
Altis) in the Head
Office.
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Observations and
Recommendations

AAR
Reference

Action Taken by
Management

Auditor’s
Validation

4. 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, 20009.

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.

AAR
CY 2021
pp- 39-40

A total of 193
contracts and 96
processed  POs
were submitted to
COA within the
prescribed period.
This action shall
be continually
done should there
be new contracts
of services and
POs to be
processed.

Not Implemented

Although the
contracts and POs
were submitted on
time to COA, no
supporting
documents
attached to
same.

were
the

Reiterated in Part
Il of this report
under Observation
No. 4 with
modification.

. 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

AAR
CY 2021
pp. 41-43
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Observations and AAR Action Taken by Auditor’s
Recommendations Reference Management Validation
Settlement of Suspension,
Disallowance and Charge
(NSSDCs) were issued for
settlements amounting  to
$2,329,008.31, leaving
unsettled disallowances
amounting to P1,776,275.35
as of the end of the year.
We  recommended, and The Implemented
Management agreed, to ensure Administrative -
strict compliance with laws, Human Resource | Only a minimal
rules and regulations to avoid Management amount  remains
audit suspensions, Section in | unpaid at year-end.

disallowances and charges and
to require settlement of the
same within the prescribed
period.

coordination with
the Financial and

Management
Division
continued to
monitor the
settlement of
suspension  and
disallowances.
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Observations and AAR Action Taken by Auditor’s
Recommendations Reference Management Validation
Financial reports such as AAR
DVs, RCDs, TBs, FSs and | CY 2019
BRS were not submitted pp- 8-9
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 HRMS facilitated | Not Implemented
Management agreed, to the recruitment
instruct the Chief, Finance process of the | As of 2022, e-
Division to adopt the e- additional NGAS was not yet
NGAS accounting system to manpower adopted. Financial
facilitate timely submission requirement  of | Reports were still
of accounting reports. the FMD. submitted with
delays during the
Also, the | year.
Management
implemented the | Reiterated with
digital  signing | modifications
and processing of | under Observation
vouchers within | no. § of this report.
the two semesters
of 2022. This
enabled the FMD
to process and
submit DVs via
email in case of
restrictions  and
lockdowns.
Lost/missing assets | AAR 2017
amounting to P200,117.74 | p.44-45

were derecognized in the
books without the Report of
Lost, Stolen, Damaged,
Destroyed Property
(RLSDDP) supported by a
Notice of Loss prepared and
submitted by the
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Observations and AAR Action Taken by Auditor’s
Recommendations Reference Management Validation

Accountable Officer and
some were without the
Property Acknowledgement
Receipt (PAR), hence, the
validity and legality of the
receivable that were set-up is
doubtful.
We  recommended, and
Management agreed, to:

Management had | Not Implemented
a. instruct the concerned issued a Special
Accountable  Officers to Order to | No RLSDDP
submit the Report of Lost, reconstitute  the | supported by a
Stolen, Damaged, Destroyed Disposal Notice of Loss was
Property (RLSDDP) Committee  on | submitted.
supported by a Notice of July 15, 2021.
Loss as supporting document Management
for loss of assets to establish committed to
the validity and legality of complete the
the agency’s claim, pursuant documentary
to Section 41, Chapter 10 of requirements and
the GAM, Volume I.; and submit the

RLSDDP.

Management Implemented
b. inform the end-users issued
having pogsqssion (?f the memorandum Identified end-users
reported missing equipment addressed to the | were already
to surrender/present to the end-users to | informed to
Property Officer  for present the | surrender/ present

documentation and notify the
auditor concerned to verify
its existence.

equipment to the
PO.

the equipment to
the PO.
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Observations and AAR Action Taken by Auditor’s
Recommendations Reference Management Validation
Doubtful collectability of AAR
past due accounts -| CY 2017
P1,369,787,717.94 pp. 58-59
We  recommended, and Demand letters | Not Implemented

Management agreed, to (i)
resort to legal means/
remedies for the collection of
the past due accounts, if the
legal means proved to be
futile, request for write-off of
dormant accounts after a
thorough review and
evaluation of the accounts
validated; and (ii) direct the
Fund Recovery Division to
study and evaluate further
the collectability status of
long outstanding receivables.

were sent to the
borrowers for the
settlement of their

accounts.
Continuous
analysis of the
accounts were
made.

Completion of
documentary
requirements for
the request to

write-off dormant
account is made.

Collectability  of
past due accounts

remain  doubtful,
however, no
request for

authority to write-
off accounts were
files in CY 2022.
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AGRICULTURAL CREDIT POLICY COUNCIL
28F OSMA Bldg., San Miguel Avenue, Ortigas Center, Pasig City

For the Calendar Year 2022

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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	10.3 Machinery and Equipment - additions amounting to P 3,701,709.00 includes purchases of CCTV, Network Video Recorder and procurement of 46 Laptop Computers.
	10.4 Restated balances resulted from the reclassification of all tangible items below ₱50,000.00 to Semi-Expendable Property, as per COA Circular No. 2022-004.
	13.1 Due to BIR, balance of P 1,354,032.74 was remitted in January 2023.

