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June23,2117

OFFICE OF THE PRESIDE|.IT

DAIE:
TIME:

Dear br. Cruz:

we are pleased to bansmit our Annual Audit Report on the reutb of the audit of the
accounts and transactions of the DevelopmenlAcademy of the philippins (DAp) for the
year ended December 31, 2016, pursuanl t6 Section 2, Article lX-D of the philippine
constitution and section 43 of Presidential Decree No. i445, otherwise knorn as lhe
Government Auditiryg Code of the Philippines.

The Report consists of the lndependent Audilor's Report, the Audited Financial
statements, the observations and Recommendations, and status of lmplementation of
Prior Yea/s Audit Recommendations.

Dr. ELBAS. CRUZ
President and CEO
Qevelopment Academy of the Philippines
DAP Building
San Miguel Avenue, Pasig City

The auditor expressed an unmodified opinion on the faimess of presentation of the
financial statemenls of DAP for the year 2016.

1. Audit of Accdunts Payable (A/P) account of F181.259 million disclosed a discrepanry
of ?324,3U-23 in the outstanding payable to a creditor, erroneous subsidiary ledgers
(SLs); enoneous aging schedules; and eistence of dormant accounts.

The significant observations and recommendations are as follows:

We recommended that Management:

a. Analyze the individual balances of the A,/P and update their respedive SLs;

b. Evaluate the academy's accounting system to determine the cause of
deficiencies to improve the recording system;
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Maintain a proper aging schedule of AJP which will show only the list of -creditors

*iln''iniii !"ii"iiru -total balances and the corresponding days they are

outstanding; and

December 19' 2016.

respectivelY

Evaluate the dormanUlong gutstanding balances for 
-possible 

reversion to

Retained Earnings in accorOince with ihe provisions of DBM 'and COA Joint

Circular No. 99-6 and P.D. No. 1445'

AccruedrevenueinthetotalamountofPl2-824millionis-stilllodgedinthebalance
of Accounts Receivable a riz..s1z iiltion and abnormal balances of P2.039 million

and P'1.51:l million in th" ii;;"abi;. Accounts - Government and Receivable

Accotiits - Private, resPectivelY

We recommended that Management:

a. lnvestigate/analyze the accounts receivable in relation to accrued income

account and also accounts with abnormal balances and make the necessary

. - adjustments to conect their balances; and

' 6. Prioritize collection of accounts that have material balances and dormant

accounts which are ro"J 
"'Gi'"oing 

and-if found. uncollectible after exerting

relentless effort, seek a"utnority froni tne Commission on Audit (COA) for the

write_off of these 
"."orni.'i-n'i".Lrg..c" 

with coA circular No. 2016-05 dated

Recording of cash received through lund 
-transfers, 

from- other government agencles

"riJitt 
,iiii"tr"" tor tne imptemeniation of projects/programs were not in accordance

*iii ii"-iri-"ri.i"n or +.2 oi c5I Cir.ri"i r.i". 
'sa-oia a-"teo December 13, 1e94 and

;iiA 
'id;ilrNo. 

2015-o1o oat"J oe""'ue t 1' 2015 resulting in the-orerstatement

of income and expense in tne L*ount ol ?27 '144 million and F25'342 million'

We recommended that Manag6ment adjust the books for the erroneous booking of

income and expenses 
"nJ-t"o "otpf 

V tttittly titn- th" provisions of 4'2 oJ 
-CO^A

;il;M. ga'-ots ano coA cit"Lrit No' 2ots-oto in recording cash recerved

through fund transfer and its utilization'

The other o6servations together with the recommended courses of action which were

discussedbytheAuditTe.**itt'."""**edManagementofficialsandStaffduringthe
exit conference conducted ";;;;; 

''ii' 
ate oi""itt"a in detail in Part ll of the report'

We respectfully request that the recommendations contained in Parts ll and lll of the

;;ffi:;;J;;;o ,"0 tni.'i""itti"" i" 'r"-"d 
of the actions taken thereon bv

accomplishing the Agency n-tii* pi" -""O 
Status- of lmplementation Form (copy

;d;;Ji;;;r"turnin-g tne sar;;1o 
"*itnin 

60 davs from the date of receipt hereot'

.+<



We acknowredge the support and cooperation that Management el:tended ro the AuditTeam, thus facilitating the completion oi tne r"oor,i. 
' "'-"-,

Very truly yours,

COMMISSION ON AUDIT

Bv:

wt A. AGITO
Di lV

Copy fumished:

The President of the Republic of the philippines
I he Vice President
The President of the Senate

. .The Speaker of the House of Representatives
The Chairperson - Senate Finande Commiftel. The Chairperson - Approriations Commiftee
I ne secretary of the Department of Budget and Manaoement
The covernance commission for Goyqfir";i _ 6;;?oiiont,orr"a Corporations

+ffi i::n::ilill.yflasement 
staff, omc. or ii," pl,".li""nt-"'

The UP Law Centei
The COA Commission Central Library

--=i.;--+
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STATUS OF IMPLEMENTATION OF PRIOR YEAR'S AUDIT RECOMMENDATIONS

of the 18 audit recommendations embodied in previcus yea/s Annual Audit Report, 15 were

fully implemented, one was partially implemented and two were not implemented.

REFERENCE OBSERVATION RECOMMENDATIONS
STATUS OF

IMPLEMENTATION

Fully lmplemented1.AAR 201t
Audit
O b'servalio n

No. 1, Page

la

2.A,qR 2015
Audit
Observation
No. 2, Page

The DeveloPment
Academy of the
Philippines (DAP) was
unable to comply wittt

Section 10 of Republic Act
(RA) 9184 also known as

the Govemment
Procurement Reform Act
of 2003 as well as the
documentary requiremenb
of Commission on Audit
(COA) Circular No. 2012-
001 dated June 14, 2012
on the procurement of the
Security Services for
Calendar Year (CY) 2015
in the amount of P4.726
million.

. DAP was unable to
conduct public bidding
for he hiring of
security guards for CY
2015.

. Disbursements for
sbcurity services for
CY 2015 amounting to
F3.909 million were
approved for payrnent

despite incomplete
supporting documents

, required under Section
9.1 .3 2 or COA
Circular no. 2012{01
dated June 14, 2012.

DAP managed and utilized
ib resources within he
bounds of their approved
Corporate Operating
Budget (COB) for CY

2015.

Require he' Bids and
Awards Committee to
formulate policies for the
improvement of tts
procurement planning

and conduct competitive
bidding on he
Academy's procurement
of goods, services and
inf rastructure projects;

a.

b.

c.

Adhere to he
documentary
requir,ements of COA
Circular No. 20'12{01
and other applicable
laws to support each
hansaction in the
disbursemenb of
govemment funds; and

Submit the certified sue
copy of official receipts
issued by he above-
mentioned concemed
govemment agencies as
proof of remitance as
well as cdrtified true
mpy of attendance
sheeb of the security
guards assigned to he
Academy.

We recommended that
Management continue to
work and implement their
plans, proiects and
programs within the
approved appropriation that
will result in a balanced
budget and avoid overdraft.

Fully lmplemented

Fully lmplemented
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Fully lmplemented

j



Ilj

I
3.AAR 2015
Audit
Observation
No. 3, Page
28

4.AAR 2015
Audit
Observation
No. 4, Page
30

Project Cost in the amount
of F2-4 million was tully
recognized as income
despite he Pro.iect being
incomplete by 18.66 per
cent equivalenl to
?447,552 as of December
31,2015.

Out of the 23 euality
IriJanagement System
(QMS) related pmjects
conducled by the DAp
amounting to ?17 .872
million, only 84.56 per cent
or P15.113 million were
comdeted within the
timeline as of year-end.

REFERENCE OBSERVATION RECOMMENDATIONS

a. Recognize lhe revenue
upon completion of he
Project's aclivities
deliverables_ Adjust he
books accordingly by
reducing the revenue
allocated to the
remaining project
activities and record tre
amount under Defened
Creditsl

b. Make final negoliation
with PCAF wheher he
Project will be pushed
through or not; if not,
request PCAF to provide
a waiver stating therein
that. DAP is free fiom
any obligations relative
to he unfinished project
and fie disposition of he
remaining balance in the
amount of ?447 ,952;
and

c. Require project
officers/personnel lo
closely monitor the
stafus of project
implementation to avoiJ
any slippages and to
take immdiiate and
appropriate corrective
measures, if any.

STATUS OF
IMPLEMENTATION

Fully lmplemented

Fully lmdemented

Fully lmplemented

Fully lmplemented

Monitoring system
aheady in place.

The Academy replied
thal it is upon the client's
initiative to request time
extension o, the project's
implementation witrin
he allowed provision of
the contract s$ned by
both parties.

We recommended that
Maftagement require
project offi cerJpersonnel to
closely monitor and keep
track of the stafus of project
implemenhtion.,-prepare
reporb detailing tre extent
of project implementation
and recommendd
coneclive measures to
have he project finish
within timeline as stated in
the confact_

44
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REFERENCE OBSERVATION RECOMMENDATIONS

S.AAR 2015 The Academy complied
Audit with fre provbrons of
Observaton Section 18. Rule No. lll oi
No.5. Pag-e_ the Implementing Rules
34 and Regulations (lRR) of

-^. RA 'No. 7875, Nationat
Healh lnsurance Act of
2013, on ttre deduclron
and remittance of

:. afldatory contributions./ However. remittance
reports were not in
accordance with the mode

. . _ €s prescribed under' PhilHealth Circular No.
025, series 2012.

6.AAR 20'15 Management has
Audit recognized in their
Obserr'ation accounting booksvarious
No. 6. Page expenditures incuned as
35 intangibie assets under the

account. Research and
i Devetopment e92-j00),

resulting in deviation fom
the Philippine pubtic

Sector Accounting
Standard (ppSAS) No. 31 .

STATUS OF
IMPLEMENTATION

Fully lmplemented

The Academy has
obtained the PhilHealth
numbers of all its
employees. Likewise,
the Academy is now
enrolled in the EPRS
and using the system in
the preparalion and
submission of the
Employefs Remittance
Report.I

7.AAR 2015
Audit
Observation
No. 7, Page
37

Verification of Liquidation
of Cash Advances granted
disclosed the following:

a. Vehicle rental
payments totaling

E189,800 for CY 2015
were supported only
with Acknolvledgement
Receipb (ARs) or
Reimbursement
Expense Receipt
(RERs).

b. Supporting documents
relatve to the team
burlding conducted on
August 4 and 20, 2015
in the amount oi
?189j2820 were
incomplete.

aI Submit adequate
documents to I supp.rt
liquidation of cash
advances in order for us
to validatetuerifo the
reliability of the
disbursemenb such as;
(1) approved
itinerary,tip ticket
indicating he name of
the passengers, - the
purpose of the travbl. the
destination with the
conesponding lime and
dates; (2) iustification for
the necessity of hiring
vehicles otrer than the
ordinary mode of
transportation: jf
feasible: (3) canvass
from three
suppliers,tuehicle

Not lmpiemented

Though the account
Research and
Development were fully
amortized as of
December 31, 20i6, the
Academy still continue to
caprtalize various
expenditures and under
the account Research
and Development
instead of recording it as
outright expense.

Fully lmplemented

The Academy strictly
reviews and validales
the payment of
reimbursable expenses
charged in accordance
with the Govemment
Procurement Manual_

45

ln view of tre foregoing, we
recommended that
lvlanagement conlinue the
timely withhoHing and
remittance of PhilHeafth
premium cofltributjons and
adopt the Electronic
Premium Remittances
System (EPRS) as stated in
PhilHeatth Circular No. 025,
Series-2012, which
includes the list of all
employees and their
PhilHeafth numbers.

We recommended that
lvlanagement make
necessary adjusting iournal
entries td reclassify the
recorded expenditures and
to recognize the fufure
expenditures in relation to
research and development
as expense as menlioned
in Paragraph 52 of PpSAS
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REFERENCE OBSERVATION

c. Lead time between the
receipt of liquidation
documents from tre
Accountable Officer.. (AO1 q.6 its recordino
was not in accordanci
wrth section 5.3 ofCOA Circular No
1997{02

RECOMMENDATIONS

owners; (4) photocoov ofrhe valid identiRcaion
ca rd of the driver wirhsgnafure, contact
numhrs. $e Certficate
ot_.Regishaton of the
venrcle hirecJ t aaA
Transporhuon OH"
!LTo) issueo otr;;r
Heceipt (OR) and
dnver's license;

b. Submit required
oocuments to suooort
the _team buildino anJ
Jusnry why the approved

lolerary was not
roIowed;

STATUS OF
IMPLEMENTATION

Fully lmplemented

Fuily Implemented

d. Accountable Officers(AOs) are qiven
additional Lsn
advances despite of its
unsettled liquidation
balance.

c. Stricfly enforce
Itquidalon of all cash
advances immediatelv
after purposes for which
they were gEnted have
Deen served or Deriod
a otted for heirtquldatjon whichever
comes frst;

d. Reftain from orantino/ addrtional - .r.i
advances to AOs witfrunsettled cash
aovances:

e. Enforce fre use of DAp
transactjon form 

. b
strenghen the conirol inthe liquidaton of cash
advances. and

I lnstitute appropnate
tegat sanctions aoainst
Accountable Officer (AO)
who fails to liquidaie
casn advances within
the period prescribed bv
raw and regulations.

Not lmplemented

DAP will be grantjno a
maximum of fuo cish
advances for hose who
travel frequenfly and withno sufficient time to
lqurdate the first cash
aovance.

Fully lmplemented

Fully lmptemented

The Academy institute
sanctions for AOs whodo not liqurdale their
cash advances on the
required date

46
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REFERENCE OBSERVAIIOT{ RECOlIIMENDATIONS

8-AAR 2015 Certain defciencies vree
Audit noted relalive to CY 2015

Observation Gender and Develoynent
No. 8, Page, (GAD) aclivities:

40
,-' a.' DAP has not

constituted its GAD

Focal Points (GFPS)

contary to IRR of he
,, Magna Carta of
I Women,

b, The members of $e
GAD Focal Point
(GFP) did not
undergo GAD training
which was not in

conformity with
Section 37 of the IRR

of the Magna Carh of
Women.

a. Crale GAD Focal Point
and corduct trainings on
gerder sensitivitY and
gerder+esponsive
planning before
undertaking GAD

Planning and Budgeting;

and

STATUS OF

IMPLEMENTATTON

Fulty lmplemented

Speciai Order No. SO-
2016-363 was release
on November 3.2016
creating he DAP GAD
Focal Point Core Team

b. Stricty comPIY with
provisions of PCUJ,

NEDA and DBM Joint
Circular No. 2012{1
and formulate GAD Plan
and budget and

incorporate GAD
programs, activities and
projects to he
Academy's operations.
Be aware and conscious
that the aforementioned
are already integrated in

DAP operalion, their cost

to be totaled to comprise
the fue per cent
requirement.

I

c. DAP was unable to
formulate its GAD
plans and budget tor
CY 20'15 contrary lo
the PCW-NEDA-DBM
Joint Circular No.

2A1241.

d Cost of GAD related

activities amounted /
6nly to 0.04853 per

cent of he totsl
corpoEte op€rating
budget.

Partially lmplemented

Wrth the release of SO

towards the end of 2016,
the Academy where not
able to submit to
Philippine Commission
on Women (PCUV) the
GAD Plan and Budget
for CY 2016. Several
sessions on GAD
programs, such as
Gender Briefing, Gender
Sensitivity and
Awareness Seminar
have already been
conducted as part of
capacity building of
identified GAD Focal
Point Core Team
fu1embers.


