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Dear GM Tabuga, 

 

We transmit herewith the Annual Audit Report on the audit of the 

accounts and operations of the Sultan Kudarat Water District, Tacurong City, 

Sultan Kudarat for the year ended December 31, 2016, in compliance with 

Section 2, Article IX-D of the Philippine Constitution and pertinent provision of 

Section 43 of Presidential Decree No. 1445.  The audit was conducted in 

accordance with applicable legal and regulatory requirements and generally 

accepted auditing standards.  Those standards require that we plan and perform 

the audit to obtain a reasonable basis for our conclusions. 

 

The audit was conducted to (a) verify the level of assurance that may be 

placed on management’s assertions on the financial statements; (b) recommend 

agency improvement opportunities; and (c) determine the extent of 

implementation of prior year’s audit recommendations. 

 

An unmodified opinion on the fairness of the presentation of the financial 

statements as of December 31, 2016 has been rendered. 

 

Summarized below are the significant findings noted during the audit. 

Thedetails and other findings and observations as well as the corresponding 

recommendations are discussed in the audit observations and recommendations 

portion of the report: 

  

1. The absence of written policies and procedures on Water Meter 

Calibration, Repair and Replacement Program may likely lead to risks 

of inaccurate water metering and inappropriate decisions on 

operations, maintenance and procurement of water meters, hence may 

negatively affect the District’s generation of water sales revenue. 

 

2. The District’s disbursement transactions totaling ₱31,072,153.80 were 

not adequately supported with relevant documentary requirements for 

common government transactions provided under COA Circular 2012-
001 dated June 14, 2012. 
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3. Deficiencies in Public/Competitive Bidding procedures were observed 

due to non-adherence to the Government Procurement Reform Act 

(RA 9184) and its Implementing Rules and Regulations, thereby 

casting doubt to the propriety and regularity of procured goods and 

services totaling ₱27,436,522.47. 

 

 We request that the observations and recommendations contained in the 

report be fully addressed, and we would appreciate being informed of the actions 

taken in this regard within sixty (60) days from the receipt hereof, using the 

attached Agency Action Plan and Status of Implementation (AAPSI) Form. 

 

We acknowledge the cooperation extended to our Auditors by the officials 

and employees of Sultan Kudarat Water District. 

 

  

 

Very truly yours, 

 

  
  

ATTY. SUSAN P. DONALVO 

Director IV 

Regional Director 
 
 

  

 

 
 

 

 

 
 

Copy Furnished: 

  

The President, Republic of the Philippines 
The Vice-President, Republic of the Philippines 

The Senate President, Republic of the Philippines 

The Speaker of the House, Republic of the Philippines 

The Chairperson, Senate Finance Committee 
The Chairperson, Appropriations Committee 

The Secretary, Department of Budget and Management 

The Administrator, Local Water Utilities Administration 

Presidential Management Staff, Office of the President 
National Library (soft copy) 

UP Law Center (soft copy) 

COA Commission Central Library (soft copy) 
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EXECUTIVE SUMMARY 

 

Introduction 

 

The Sultan Kudarat Water District (SKWD) was established thru 

Sangguniang Bayan Resolution No.82-66 dated October 22, 1982 of the 

Sangguniang Bayan of the Province of Sultan Kudarat with Presidential Decree 

No. 198, as the enabling law to the creation of water districts.  On August 5, 1983, 

the District was issued the Conditional Certificate of Conformance (CCC No. 

247) by the Local Water Utilities Administration (LWUA). 

 

As of December 31, 2016, the District has a total workforce of 

67regular employees. The office is headed by Engr. Jose D. Tabuga Jr., General 

Manager. 

 

Audit Scope and Methodology 

 

Pursuant to Section 2, Article IX-D of the Philippine Constitution and 

Section 43 of the Government Auditing Code of the Philippines (P.D. 1445), we 

have audited the accounts and operations of the District covering the period 

January 1 to December 31, 2016.   

 

The audit was conducted to (a) verify the level of assurance that may be 

placed on management’s assertions on the financial statements; (b) recommend 

agency improvement opportunities; and (c) determine the extent of 

implementation of prior years’ audit recommendations. 

. 

 

Financial Highlights  
 

The financial profiles of the District for CY 2016 with comparative figures 

of CY 2015 are presented as follows: (All amounts in Philippine Pesos unless 

otherwise stated) 

 

A. Financial Condition 

 

 

 

 

 

  

 

 

 

Particulars 2016 2015 
Increase/(Decrease) 

Amount Percentage 
Assets 
Liabilities 
Equity 

295,652,571.61 

45,007,657.07 

250,644,914.54 

258,665,192.00 
39,682,291.50 

218,982,900.50 

36,987,379.61 

5,325,365.57 

31,662,014,04 

14% 

13% 

14% 
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B. Results of Operation 

 

Particulars 2016 2015 
Increase/(Decrease) 

Amount Percentage 
Gross 

Income 121,923,856.96 110,986,652.28 10,937,204.68 10% 
Less:  

Expenses     

PS 41,096,769.63 36,311,343.01 4,785,426.62 13% 

MOOE 35,316,867.74 30,816,324.56 4,500,543.18 15% 
Non-Cash 

Expenses 12,145,670.72 10,169,660.65 1,976,010.07 19% 

Financial 

Expenses 1,702,534.83 1,132,567.66 569,967.17 50% 
Total 

Expenses 90,261,842.92 78,429,895.88 11,831,947.04 15% 

Net Income 31,662,014.04 32,556,756.40 (894,742.36) (3%) 

 

 

Audit Opinion on the Financial Statements 

 

The Auditor rendered an unmodified opinion on the fairness of the 

presentation of the financial statements. 

 

 

Summary of Significant Audit Observations and Recommendations 

 

1. The absence of written policies and procedures on Water Meter Calibration, 

Repair and Replacement Program may likely lead to risks of inaccurate water 

metering and inappropriate decisions on operations, maintenance and 

procurement of water meters, hence may negatively affect the District’s 

generation of water sales revenue. 

 

We have recommended that Management develop written policies and 

procedures onWater Meter Calibration, Repair and Replacement Program and 

ensure that these are effectively and efficiently implemented. We further 

encourage the District to request for the accreditation of their Testing and 

Calibration Laboratory from PAB and ensure that all procured water meters 

are tested and calibrated by a PAB-accredited calibration laboratory to 

guarantee their accuracy. 

 

2. The District’s disbursement transactions totaling ₱31,072,153.80 were not 

adequately supported with relevant documentary requirements for common 

government transactions provided under COA Circular 2012-001 dated June 

14, 2012, thereby casting doubt on the propriety and regularity of the 

transactions. 

 
We have recommended that Management instruct the Accounting Unit to 

provide the lacking documents noted in this audit and to strictly comply with 

the submission of the required documents to support disbursement 

transactions pursuant to COA Circular No. 2012-001. We have also 
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recommended to devise a checklist of required documents as guide in 

checking if the all the necessary supporting documents are present before 

approving the disbursements. 

 

3. Deficiencies in Public/Competitive Bidding procedures were observed due to 

non-adherence to the Government Procurement Reform Act (RA 9184) and its 

Implementing Rules and Regulations, thereby casting doubt to the propriety 

and regularity of procured goods and services totaling ₱27,436,522.47. 

 

We have recommended that Management ensure that all procurement 

transactions/activities pertaining to Competitive/Public Bidding are in 

accordance with the prescribed procedures as stipulated in the 2016 Revised 

Implementing Rules and Regulations of RA 9184. 

 

 

Summary of Total Suspensions, Disallowances and Charges as of Year-End 

 

The total audit suspension, disallowances and charges found in the audit of 

various transactions of the agency, as of December 31, 2016 is P3,302,952.20, 

based on the Notice of Suspension (NS)/Notice of Disallowance(ND)/Notice of 

Charge (NC) issued by this Commission, as summarized hereunder: 

 

Particulars Suspensions Disallowances Charges 

Summary of Audit Suspensions, 

Disallowances and Charges as of 

December 31, 2015 

P0.00 P3,302,952.20 P0.00 

Add: Issuances 0.00 0.00 0.00 

Less: Settlements    

          Prior Year 0.00 0.00 0.00 

          Current Year 0.00 0.00 0.00 

Balance, December 31, 2016 P0.00 P3,302,952.20 P0.00 

 

 

Status of Prior Years’ Unimplemented Audit Recommendations 

  

Of the nine (9) prior year’s audit recommendations embodied in the Prior 

Years’ Annual Audit Reports, five (5) were fully implemented, three (3) were 

partially implemented and one was not implemented. 
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INDEPENDENT AUDITOR’S REPORT 

 

 

The Board of Directors 

Sultan Kudarat Water District 

Tacurong City, Sultan Kudarat 

 

 

 We have audited the accompanying financial statements of Sultan Kudarat Water 

District as at December 31, 2016, which comprise the statement of financial position, 

statement of comprehensive income, statement of cash flows, and statement of changes in 

equity for the year then ended, and a summary of significant accounting policies and 

other explanatory information. 

 

Management’s Responsibility for the Financial Statements 

 

 Management is responsible for the preparation and fair presentation of these 

financial statements in accordance with Philippine Financial Reporting Standards and 

generally accepted state accounting principles, and for such internal control as 

management determines is necessary to enable the preparation of financial statements 

that are free from material misstatement, whether due to fraud or error. 

 

Auditor’s Responsibility 

 

 Our responsibility is to express an opinion on these financial statements based on 

our audit.  We conducted our audit in accordance with Philippine Public Sector Standards 

on Auditing.  Those standards require that we comply with ethical requirements and plan 

and perform the audit to obtain reasonable assurance about whether the financial 

statements are free from material misstatement. 

 

 An audit involves performing procedures to obtain audit evidence about the 

amounts and disclosures in the financial statements.  The procedures selected depend on 

the auditor’s judgment, including the assessment of the risks of material misstatement of 

the financial statements, whether due to fraud or error.  In making those risk assessments, 

the auditor considers internal control relevant to the entity’s preparation and fair 

presentation of the financial statements in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the 

effectiveness of the entity’s internal control.  An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of accounting 

estimates made by management, as well as evaluating the overall presentation of the 

financial statements. 
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 We believe that the audit evidence we have obtained is sufficient and appropriate 

to provide a basis for our audit opinion. 

 

Auditor’s Opinion 

 

In our opinion, the financial statements present fairly, in all material respects, the 

financial position of Sultan Kudarat Water District as at December 31, 2016, and its 

financial performance and its cash flows for the year then ended in accordance with state 

accounting principles. 

 

 

       COMMISSION ON AUDIT 

 

       By: 

 

 

 

VENCY T. VILLARIZA 

State Auditor IV 

OIC-Supervising Auditor 
 

 

 

 

 

 

May 2, 2017 

CGS-A Water District 
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Republic of the Philippines 

SULTAN KUDARAT WATER DISTRICT 

Bonifacio St., City of Tacurong 

 

 

STATEMENT OF MANAGEMENT’S RESPONSIBILITY 

FOR THE FINANCIAL STATEMENTS 
 

 

The management of SULTAN KUDARAT WATER DISTRICT is responsible 

for all information and representations contained in the accompanying Statement 

of Financial Position as of December 31, 2016 and the related Statement of 

Comprehensive Income, Statement of Changes in Equity and the Notes to 

Financial Statements for the year then ended.  The financial statements have been 

prepared in conformity with Philippine Financial Reporting Standards and 

generally accepted state accounting principles, and reflect amounts based on the 

best estimates and informed judgment of management with 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.  

 

The Commission on Audit, in pursuance of its mandate under Section 2, Article 

IX-D of the Philippine Constitution and pertinent provisions of Presidential 

Decree 1445, has audited the financial statements of the District in accordance 

with laws, COA and INTOSAI standards has expressed its opinion on the fairness 

of presentation upon completion of such examination. 

 
 

 
     

  

 



Note Dec. 31 2016 Dec. 31 2015 Jan. 01, 2015

Cash and Cash Equivalents 4 97,295,848.32 87,445,538.46 71,148,489.09   

Receivables – net 5 11,982,958.43 12,708,722.74 8,843,127.42     

Inventories 6 10,358,240.32 10,655,419.08 10,120,977.00   

Other Assets 8 174,536.29 159,836.81 149,346.62        

119,811,583.36 110,969,517.09 90,261,940.13   

Non-Current Assets 

Property, Plant and Equipment – net 7 150,486,180.72 138,490,235.85 121,046,187.12 

Other Assets 8 25,354,807.53 9,205,439.06 2,624,063.58     

Total Non-Current Assets 175,840,988.25 147,695,674.91 123,670,250.70

TOTAL ASSETS 295,652,571.61 258,665,192.00 213,932,190.83

LIABILITIES AND GOVERNMENT EQUITY

Current Liabilities

Financial Liabilities 9 35,102,367.94 26,062,091.99 12,042,308.53   

Bonds Payable-Domestic 10 534,779.53 908,684.70 1,133,308.83     

Inter-agency Payable 11 672,219.88 596,777.79 535,456.73        

Trust Liabilities 12 488,606.16 919,447.30 1,053,708.30     

Total Current Liabilities 36,797,973.51 28,487,001.78 14,764,782.39

Long-Term Liabilities

Loans Payable-Domestic 13 8,171,145.45 11,156,751.61 16,151,077.87   

Deferred Credits 14 38,538.11 38,538.11 38,538.11          

Total Long-Term Liabilities 8,209,683.56 11,195,289.72 16,189,615.98

TOTAL LIABILITIES 45,007,657.07 39,682,291.50 30,954,398.37

GOVERNMENT EQUITY 15 250,644,914.54 218,982,900.50 182,977,792.46

TOTAL LIABILITIES & EQUITY 295,652,571.61 258,665,192.00 213,932,190.83

SULTAN KUDARAT WATER DISTRICT

STATEMENT OF FINANCIAL POSITION

As of December 31, 2016

(With comparative figures for December 31, 2015 and January 01, 2015)

(In Philippine Peso)

ASSETS

Current Assets

Total Current Assets

(See Accompanying Notes to Financial Statement )
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Note      2016 2015

Service Income 17 6,000,395.47           5,408,116.73       

Business Income 17 115,923,461.49       105,578,535.55   

121,923,856.96       110,986,652.28   

Personal Services 18 41,096,769.63         36,311,343.01     

Maintenance & Other Operating 

Expenses
19 35,316,867.74         30,816,324.56     

Non-Cash Expenses 20 12,145,670.72         10,169,660.65     

Financial Expenses 21 1,702,534.83           1,132,567.66       

Total Expenses 90,261,842.92         78,429,895.88     

NET INCOME/(LOSS) 31,662,014.04         32,556,756.40     

SULTAN KUDARAT WATER DISTRICT

STATEMENT OF COMPREHENSIVE INCOME

For the Year Ended December 31, 2016

(With comparative figures for CY 2015)

(In Philippine Peso)

Expenses

(See Accompanying Notes to Financial Statement )

Income

Total Income
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Note 2016 2015

Government Equity

Donated Capital 4,365,742.00        4,365,742.00        

Retained Earnings/(Deficits) 16

Beginning Balance 214,617,158.50    178,612,050.46

Prior Year's Adjustments 3,448,351.64

Net Income/(Loss) for the period 31,662,014.04 32,556,756.40

Ending Balance 246,279,172.54 214,617,158.50

TOTAL 250,644,914.54 218,982,900.50

SULTAN KUDARAT WATER DISTRICT

STATEMENT OF CHANGES IN EQUITY

As of December 31, 2016

(With comparative figures for CY 2015)

(In Philippine Peso)

Reserve/Restricted Capital

(See Accompanying Notes to Financial Statement )
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2016 2015

Service Income 120,993,674.55 100,962,317.98

Business Income 2,101,466.79 10,540,593.76

Other Receipts 3,407,674.01 4,279,160.28

126,502,815.35 115,782,072.02

Payment of Personal Services 45,244,722.85 44,908,166.53

Payment of Maintenance & Other Operating 

Expenses 16,208,900.30 14,881,010.32

Purchase of Inventories/Payment of Payables 49,636,048.70 29,736,459.80

Prepayments, Deposits and Deferred Charges 301,441.60 273,457.43

Others 966,467.12 719,915.00

Total Cash Outflows 112,357,580.57 90,519,009.08

Net Cash (Used in) Provided by Operating 

Activities
14,145,234.78 25,263,062.94

Interests and Dividends 297,756.51 274,156.23

297,756.51 274,156.23

Purchase/Acquisition of Property, Plant and 

Equipment 886,532.00            3,117,873.08         

Total Cash Outflows 886,532.00 3,117,873.08

Net Cash (Used in) Provided by Investing Activities (588,775.49) (2,843,716.85)

Loan Amortization 2,985,606.16 4,897,161.62

Financial Expenses 720,543.27 1,225,135.10

Total Cash Outflows 3,706,149.43 6,122,296.72

Net Cash (Used in) Provided by Financing 

Activities
(3,706,149.43) (6,122,296.72)

Net Increase/(Decrease) in Cash and Cash 

Equivalents
9,850,309.86 16,297,049.37

Cash and Cash Equivalents, Beginning of Year 87,445,538.46 71,148,489.09

Cash and Cash Equivalents, End of Year 97,295,848.32 87,445,538.46

Total Cash Inflows

SULTAN KUDARAT WATER DISTRICT

STATEMENT OF CASH FLOWS

For the Year Ended December 31, 2016

(With comparative figures for CY 2015)

(In Philippine Peso)

Cash Flow From Operating Activities

Cash Inflows

Cash Outflows

Cash Outflows

Cash Flow From Investing Activities

Cash Outflows

Cash Flow From Financing Activities

Cash Inflows

Total Cash Inflows

 7
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NOTES TO FINANCIAL STATEMENTS 

(All amounts in Philippine Pesos unless otherwise stated) 

 

 

1. Agency Background 

 

The Sultan Kudarat Water District was established thru Sangguniang Bayan 

Resolution No. 82-66 dated October 22, 1982 of the Sangguniang Bayan of 

the Province of Sultan Kudarat with Presidential Decree No. 198, as the 

enabling law to the creation of water districts. On August 5, 1983, the District 

was issued the Conditional Certificate of Conformance (CCC No. 247) by the 

Local Water Utilities Administration (LWUA). The mandates of the District 

are: 

 

 To acquire, install, improve, maintain and operate water supply and 
distribution system for domestic , industrial, municipal and agricultural 

uses for residents and lands within the boundaries of the district; 

 

 To provide, maintain and operate waste water collection treatment and 
disposal facilities; and 

 

 To conduct such other functions and operations incidental to water 

resource development, utilization and disposal within the district, as 

necessary or incidental to said purpose. 

 

The powers, privileges and duties of the District are exercised and performed 

by and through the Board of Directors, as the policy-making body composed 

of the following: 

  

Chairman  -  Engr. Nonito P. Bernardo 

Vice-Chairman  -         Atty. Kyndell A. Hilario,CPA 

Treasurer            -         Mrs. Norma D. Griño 

Secretary       -        Mr. Emiliano C. Pacardo 

Auditor                -        Mr. Eduardo T. Tono 

  

Day to day activities is executed by its General Manager, Engr. Jose D. 

Tabuga, Jr. together with the other sixty seven (67) permanent employees. 

 

 

2. Statement of Compliance and Basis of Preparation of Financial 

Statements 

 

The financial statements have been prepared in accordance with the 

Philippine Financial Reporting Standards (PFRS) in compliance with 

Commission on Audit Resolution No. 2015-040 dated December 1, 2015 and 

COA Circular Nos. 2015-010 and 2016-006 dated December 1, 2015 and 

December 29, 2016, respectively. 
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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. 

 

 

3. Summary of Significant Accounting Policies 

 

 Property, Plant & Equipment are carried at cost less accumulated 

depreciation which is computed using the straight line method based 

on the estimated service lives of the property ranging from 1 to 30 

years. 

 

 The cost of maintenance and repairs are charged to operations as 

incurred. Major renewals and betterments which extend the lives of the 

equipment are capitalized. The cost and related depreciation are 

removed from the accounts when assets are retired and disposed of any 

resulting gain or loss is credited or charged to current operations. 

 

 Allowance for doubtful accounts is set-up to provide for estimated 

losses due    to non-collection of accounts from customers based on 

past experiences. 

 

 The District uses the accrual basis of accounting. Revenues are 

recorded during the period in which the services are given/rendered 

and expenses are recorded at the times these are incurred. 

 

 

4. Cash and Cash Equivalents 

 

This account includes cash deposits with banks, un-deposited collections of 

collecting officers, un-liquidated cash advances (including petty cash fund) of 

officers and employees and cash equivalents, the details of which follows: 

 

  2016 2015 

Cash – Collecting Officers 411,829.39 497,248.77 

Petty Cash 0.00 3,240.00 

Cash in Bank-Local Currency, CA 77,385,072.86 66,434,727.73 

Cash in Bank-Local Currency, SA 3,287,375.09 4,639,452.67 

Time Deposits-Local Currency 16,211,570.98 15,870,869.29 

Total 97,295,848.32 87,445,538.46 
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5. Receivables - Net 

 

This account consists of the following: 

 

  2016     2015 

Accounts Receivables 10,846,080.78 9,897,757.16 

Less: Allowance for Doubtful 

Accounts 
   (176,392.81)    (158,803.47) 

Accounts Receivables, Net 10,669,687.97 9,738,953.69 

Receivables-Disallowance/Charges                1,311,066.61 2,967,565.20 

Other Receivable 2,203.85 2,203.85 

Receivables 11,982,958.43 12,708,722.74 

 

The Accounts Receivables includes all amounts due on open accounts arising 

from services rendered to customers for water sales and incidental services. 

The Receivables - Others are collectibles from customers for their unpaid 

application fee balances and materials loan accounts. 

 

 

6. Inventories 

 

This consists of the following: 

 

      2016    2015 

Merchandise Inventory 2,079,131.10 2,620,736.96 

Office Supplies Inventory 537,576.73 415,680.83 

Accountable Forms Inventory 181,964.92 73,866.97 

Medical, Dental and Laboratory Supplies 

Inventory 
202,280.98 747,245.73 

Construction Materials Inventory 4,600,329.82 4,257,299.47 

Other Supplies and Materials Inventory 2,756,956.77 2,540,589.12 

Total 10,358,240.32 10,655,419.08 

 

 

7. Property, Plant & Equipment 

 

This account is composed of the following: 

 

  
Balance Dec. 

31, 2016 

Net Addition/ 

(Reduction) 

Balance Dec. 

31, 2015 

Land 6,729,973.55 0.00 6,729,973.55 

Other Land  

Improvements 

 

5,603,928.36 

 

9,275.00 

 

5,594,653.36 

Water Supply Systems 122,718,918.98 6,917,243.88 115,801,675.10 
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Balance Dec. 

31, 2016 

Net Addition/ 

(Reduction) 

Balance Dec. 

31, 2015 

Power Supply Systems 4,670,120.52 824,500.00 3,845,620.52 

Buildings 20,064,504.14 269,962.96 19,794,541.18 

Other Structure 3,202,459.15 268,527.73 2,933,931.42 

Office Equipment 2,246,370.70 1,578,344.15 668,026.55 

Information and  

Communication  

Technology Equipment 

 

 

7,521,928.59 

 

 

1,232,038.00 

 

 

6,289,890.59 

Communication  

Equipment 

 

1,423,681.12 

 

68,000.00 

 

1,355,681.12 

Construction and 

Heavy  Equipment 

 

1,808,209.00 

 

(172,999.00) 

 

1,981,208.00 

Disaster Response and  

Rescue Equipment 

 

121,388.86 

 

19,500.00 

 

101,888.86 

Motor Vehicles 10,559,142.95 1,978,700.00 8,580,442.95 

Other Equipment 14,819,074.70 2,761,290.00 12,057,784.70 

Furniture & Fixtures 2,099,731.86 486,879.70 1,612,852.16 

Other Property, Plant & 

Equipment 

 

1,753,055.24 

 

154,512.45 

 

1,598,542.79 

Construction in 

Progress-Infrastructure  

Assets 

 

 

10,016,461.56 

 

 

7,163,849.98 

 

 

2,852,611.58 

Construction in 

Progress-Buildings and 

Other Structures 

 

 

9,200,362.21 

 

 

915,679.71 

 

 

8,284,682.50 

Total Property, Plant 

and Equipment 

 

224,559,311.49 

 

24,475,304.56 

 

200,084,006.93 

Less: Accumulated 

Depreciation 

 

74,073,130.77 

 

12,479,359.69 

 

61,593,771.08 

Total 150,486,180.72 11,995,944.87 138,490,235.85 

 

 

8. Other Assets 

 

This account consists of the following: 

 

 
2016          2015 

Prepaid Insurance 138,583.30 123,883.82 

Guaranty Deposits 35,952.99 35,952.99 

Total Other Assets-Current 174,536.29 159,836.81 

Other Assets-Non-Current 25,354,807.53 9,205,439.06 

Total 25,529,343.82 9,365,275.87                     
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Prepaid Insurance pertains to the balance of insurance of various service 

vehicles, Pump stations, office buildings, reservoirs and insurance premium of 

employees and gasoline, oil and lubricants. 

 

9. Financial Liabilities 

 

This consists of the following: 

 

                     2016                   2015 

Accounts Payable   27,519,739.47  19,795,536.11 

Due to Officers and 

Employees              7,582,628.47  6,266,555.88 

Total 35,102,367.94 26,062,091.99 

 

 

10. Bonds Payable 

 

This consists of: 

 

                           2016                   2015 

Bonds Payable              534,779.53  908,684.70 

Total     534,779.53  908,684.70 

 

 

11. Inter-Agency Payable 

 

This consist of the amount due to other government agencies for withholding 

from payments made to suppliers and employees 

 

         2016                2015 

Due to BIR 672,219.88 596,777.79 

Total 672,219.88 596,777.79 

 

 

12. Trust Liabilities 

 

This consists of: 

 

      2016                2015 

Guaranty Security Deposits Payable 488,606.16 919,447.30 

Total 488,606.16 919,447.30 

 

The Guaranty Security Deposit Payable pertains to the remaining amount of 

deposits made by concessionaires as guaranty, water and meter deposits.  



Notes to Financial Statements 

__________________________________________________________________ 

13 

 

 

13. Loans Payable 

 

This consists of loans availed from the LWUA for the different water system 

projects and from LBP for pipeline and Car loan, as follows: 

 

                       2016               2015 

LA # 3-335 (LWUA) 0.00 487,505.00 

LA # 3-512 (LWUA 6,670,696.45 7,328,139.45 

LA # 4-2512 (LWUA) 1,500,449.00 2,007,774.00 

DBP loan 1                               0.00 0.00 

DBP loan 2                                                0.00 1,333,333.16 

Total 8,171,145.45 11,156,751.61 

  

  

14. Deferred Credits 

 

Deferred Credits account pertains to payments made in advance of           

concessionaires for installation of new connection. 

 

    2016                  2015 

Deferred Credits 38,538.11 38,538.11 

Total 38,538.11 38,538.11 

 

 

15. Government Equity 

 

This represents the grants and donated capital were those existing water           

system in Tacurong City turned over by the Municipal Government to Sultan 

Kudarat Water District. Subsequent capital additions, such as subsidies, will 

be added to this account. 

 

 

16. Retained Earnings 

 

Retained Earnings consist of the balance of accumulated earnings or losses of 

Sultan Kudarat Water District. 

 

            2016  2015 

Retained Earnings, Beginning Balance 214,617,158.50 178,612,050.46 

Prior Period Adjustments 0.00 3,448,351.64 

Net Income (Loss) for the Period 31,662,014.04 32,556,756.40 

Retained Earnings, Ending Balance 246,279,172.54 214,617,158.50 
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17. Income 

 

This consists of the following: 

 

  2016 2015 

Service Income 6,000,395.47 5,408,116.73 

Business Income 115,923,461.49 105,578,535.55 

Total 121,923,856.96 110,986,652.28 

 

 

18. Personal Services 

 

This consists of the following: 

 

        2016                2015 

Salaries and Wages-Regular 25,019,215.54 22,370,262.36 

Other Compensation 10,693,462.80 9,365,458.99 

Personnel Benefits Contributions 2,779,061.60  2,623,834.04  

Other Personnel Benefits 2,605,029.69  1,951,787.62  

Total 41,096,769.63  36,311,343.01 

 

 

19. Maintenance and Other Operating Expense 

 

This consists of the following: 

 

              2016            2015 

Traveling Expenses-Local 587,528.33 526,164.28 

Training and Scholarship Expenses 562,682.10 607,615.60 

Supplies and Materials Expenses  6,477,704.22 6,696,398.03 

Utility Expenses  15,162,737.14 10,783,749.78 

Communication Expenses  325,143.87 313,717.29 

Awards/Rewards, Prizes, and  

Indemnities 
62,675.00 162,038.00 

Confidential, Intelligence, and 

Extraordinary Expenses 

 

83,449.00 

 

90,595.37 

Professional Services  61,259.97 238,573.93 

General Services 3,356,372.89 3,208,079.94 

Repairs and Maintenance  2,878,054.54 2,503,224.32 

Taxes, Insurance Premiums and  

Other  Fees  

 

2,756,659.25 

 

2,596,644.94 

Advertising, Promotional, and 

Marketing Expenses 

 

243,367.00 

 

271,533.58 
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              2016            2015 

Printing and Publication Expenses 17,380.21 38,926.32 

Representation Expenses 146,400.90 161,443.87 

Rent Expenses 61,120.00 1,000.00 

Membership Dues and Contributions  

to Organizations  

 

55,476.50 

 

52,089.50 

Subscription Expenses 8,100.00 8,900.00 

Donations 375,012.18 148,606.47 

Other Maintenance and Operating  

Expenses 

 

2,095,744.64 

 

2,407,023.34 

Total 35,316,867.74 30,816,324.56 

 

 

20. Non-Cash Expenses 

 

This consists of the following: 

 

           2016                2015 

Depreciation-Land Improvements 449,352.36  381,200.13  

Depreciation-Infrastructure Assets 6,276,185.73  5,221,013.59  

Depreciation-Buildings and Other  

Structures 

         

958,604.44  

            

824,408.70  

Depreciation-Machinery and  

Equipment 

      

3,084,648.63          2,611,213.06  

Depreciation-Transportation 

Equipment 

      

1,004,555.45  

            

858,829.20  

Depreciation-Furniture, Fixtures and 

Books 

         

372,324.11  

            

272,995.97  

Total 12,145,670.72   10,169,660.65  

 

 

21. Financial Expenses 

 

     2016          2015 

Interest Expense 720,543.27 1,115,065.99 

Other Financial Charges 981,991.56 17,501.67 

Total 1,702,534.83    1,132,567.66 

 



 

 

 
 
 
 

PART II 

AUDIT OBSERVATIONS AND 

RECOMMENDATIONS 
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AUDIT OBSERVATIONS AND RECOMMENDATIONS 

 

A. Performance Audit 

 

1. The absence of written policies and procedures on Water Meter 

Calibration, Repair and Replacement Program may likely lead to risks of 

inaccurate water metering and inappropriate decisions on operations, 

maintenance and procurement of water meters, hence may negatively 

affect the District’s generation of water sales revenue. 

 

The generation of water sales revenue defines the manageability, 

viability and sustainability of any functioning water utility.  Water sales 

revenue is directly linked to customer meter reading and billing system. Also, 

water loss detection and management is tied to meter reading and data 

management.  As the basic conduit between the District and the 

concessionaires, water meters should be accurate and reliable at all times. 

Therefore, efficient management of meters, testing, replacement and data 

management are imperative to the overall utility operations.  Implementation 

of a sound meter replacement program will not only show a decrease in 

apparent loss, but an increase in revenue.   

In its Memorandum Circular No. 014-10 dated December 2, 2010, 

Local Water Utilities Administration (LWUA) enjoined all Water Districts to 

periodically conduct performance audit of water meters being used by 

customers to ensure its accuracy and ensure that water meters should be tested 

for accuracy after five years of utilization.    

In order to assure that the volume of water produced is accurately 

accounted for, the District should create a meter-testing program where meters 

need to be selected, installed, operated and maintained using generally 

accepted industry standards and the guidelines set forth in LWUA 

Memorandum Circular No. 014-10. Water meters should be regularly 

calibrated and tested in accordance with the manufacturer’s recommendations. 

Furthermore, the District should ascertain that these meters are appropriately 

sized, as oversized meters tend to under-record actual water use.  

 

For CY 2016, the District has a total of 2,701 new water meters 

(Beginning Balance and Purchases), 1,081 of which were issued for new 

connections. Also, 13 master meters were installed at their pumping stations.  

Shown in the table below is the comparative performance of the District for 

water meter calibration and replacement for years 2016 and 2015: 
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 CY 2016 CY 2015 Increase 

(Decrease) 

No. of Brand New Water Meter issued 1,081 983 98 

No. Water Meter Repaired 0 0 0 

No. of Water Meter Calibrated/Accuracy 

Test 

295 380 (85) 

No. of Water Meter replaced 304 365 (61) 

Non-Revenue Water(NRW)  Level 15.45% 13.54% 1.91% 

 

Based on the table above, there is an increase of 1.91 percent in NRW 

of the District, but still way below the acceptable level of 20 percent.  It can 

be also be noted that the District replaced and calibrated a total of 599 water 

meters which is four percent only of the 15,184 billed water meters for CY 

2016. Although the NRW of the District is commendable, the conduct of 

analysis and evaluation on the degree of performance of these activities 

cannot be undertaken due to the absence of a monitoring system that will 

show the status and the progress of each activity conducted in relation to 

water meter maintenance.   

 

In addition, the master meters in the pumping stations have not been 

calibrated since the time these had been procured and installed. Considering 

their heavy usage, these water meters should have been serviced regularly to 

ensure that they are in proper working condition. We also noted that the 

operator handling the water meter testing and calibration laboratory of the 

District did not undergo any formal training in operating the laboratory.  

Moreover, the testing and calibration laboratory setup by the District and its 

operation is not accredited by the Philippine Accreditation Bureau (PAB)1. It 

is likewise unclear whether the calibration equipment and the water meters 

purchased were tested and calibrated by an accredited laboratory of PAB, 

hence their accuracy cannot be ascertained. 

 

Although, the District conducts water meter calibration, repair and 

replacement activities – as prescribed by the LWUA Memorandum Circular 

No. 014-10 – review of records and inquiry with the Management reveal that 

the District still needs plenty of improvements in conducting performance 

audit of water meters being used by its concessionaires to ensure its accuracy. 

This is primarily due to the absence of a Water Meter Calibration, Repair and 

Replacement Program with written andspecific policies and procedures that 

will clearly define the elements of the program pertaining to water meter 

selection, evaluation, installation, operation, calibration, testing and 

maintenance on a regular basis following generally accepted industry or 

manufacturer standards. 

 

                                                 
1Philippine Accreditation Bureau (PAB) formerly Philippine Accreditation Office is the national 

accreditation body of the Philippines to accredit inspection, testing and certifying bodies, and 

other bodies offering conformity assessment services.  

The PAB operates based on PNS ISO/IEC 17011, General requirements for accreditation bodies 

accrediting conformity assessment bodies 



Audit Observations and Recommendations 

__________________________________________________________________ 

18 

 

We recommended and Management concurred to develop written 

policies and procedures on Water Meter Calibration, Repair and 

Replacement Program and ensure that these are effectively and 

efficiently implemented. We further encourage the District to request for 

the accreditation of their Testing and Calibration Laboratory from PAB 

and ensure that all procured water meters are tested and calibrated by a 

PAB-accredited calibration laboratory to guarantee their accuracy.  

 

 

B. Financial and Compliance Audit 

 

2. The District’s disbursement transactions totaling ₱31,072,153.80 were not 

adequately supported with relevant documentary requirements for 

common government transactions provided under COA Circular 2012-

001 dated June 14, 2012, thereby casting doubt on the propriety and 

regularity of the transactions. 

 

Section 4 of Presidential Decree (PD) No. 1445 provides one of the 

fundamental principles of governing the financial transactions and operations 

of any government agency which states that:“claims against government 

funds shall be supported with complete documentation”. 

 

In line with this, COA Circular No. 2012-001 dated June 1, 2012 was 

issued to prescribe the revised guidelines and documentary requirements for 

common government transactions which incorporated the requirements under 

existing issuances of the Commission. 

 

For year 2016, audit reveals that out of 413sampled disbursement 

transactions, 240 transactions or 58 percent amounting to ₱31,072,153.80were 

lacking with the necessary documentary requirements, as shown in the table 

below: 

 

 

Type of 

Disbursement 

No. of Transaction Non-

compliance 

Rating (B/A) 

Amount 

Total 

(A) 

With lacking 

documents (B) 

Cash Advance 33 13 39%   ₱  296,230.00 

Public Bidding 15 13 87% 16,950,539.05 

Emergency 

Purchase 
1 1 100% 

54,325.00 

Negotiated 

Procurement 
1 1 100% 

1,654,830.36 

Freight 1 1 100% 1,500.00 

Representation 4 4 100% 33,930.00 

Small Value 

Procurement 
353 204 58% 

12,019,649.39 

Others 5 3 60% 61,150.00 

Total 413 240 58% ₱31,072,153.80 
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It can be gleaned from the table above that disbursements pertaining to 

procurement transactions have the most lacking documents averaging to 

almost 87-100percent of the transactions. Moreover, analysis of the above 

transactions disclosed the following deficiencies: 

 

a) all purchases thru alternative mode of procurement above the ₱50,000.00 

threshold amounting to ₱11,418,162.75 do not have proof of posting of 

notice of award in the PhilGEPS website, the website of the procuring 

entity concerned, and at any conspicuous place reserved for this purpose in 

the premises of the procuring entity; 

b) 5 out of 112 or 4.46% of purchases thru alternative mode of procurement 

above the ₱50,000.00 threshold amounting to ₱574,038.93 does not have 

printout copy of posting Request for Quotation (RFQ) to PhilGEPS 

website; 

c) 62 out of 89 or 69.66% of disbursements pertaining to replacement, repair, 

and/or maintenance amounting to ₱1,226,402.50 were not supported with 

post-inspection report, 34 out of 89 or 38.20% amounting to ₱835,717.88 

were not supported with report of waste materials, and 18 out of 89 or 

20.22% amounting to ₱664,580.98 were not supported with pre-inspection 

report; 

d) two (2) disbursements dated January 07, 2016 and March 07, 2016 

totaling ₱54,231.00 does not have any supporting documents for awarding 

the bid to the next lowest bidder; 

e) all payments for newspaper publication for invitation to bid amounting to 

₱54,888.78 does not have bill/statement of account and copy of newspaper 

clippings evidencing publication; 

f) two out of four or 50% of motorcycle purchases does not have approval 

from the head of agency and secretary of DBM  for the purchase of motor 

vehicle; 

g) 13 out of 413 or 3.15% of disbursement transactions amounting to 

₱245,417.70 does not have inspection and acceptance report,  13 out of 

413 or 3.15% amounting to ₱222,108.00 does not have purchase request, 

10 out of 413 or 2.42% amounting to ₱231,968.70 did not state the mode 

of procurement used in the disbursement, 9 out of 413 or 2.18% 

amounting to ₱284,186.80 does not have abstract of canvass on file; 

h) three (3) transactions amounting to ₱848,650.75 does not have official 

receipt on file;  

i) 3 out of 33 or 9.09% of disbursement transactions amounting to 

₱135,750.00 does not have proper liquidation of cash advance; 

j) wrist watch purchased for loyalty award dated July 29, 2016 amounting to 

₱25,440 does not have PRAISE committee resolution for the approval of 

wristwatch in lieu of pin; 

k) all procurement thru public bidding have no authenticated photocopy of 

the approved APP and any amendment/s thereto on file; 

l) advertisement of invitation to bid/request for expression of interest for 

procurement thru public biddingof 1 unit prime power generator set-brand 

new and 2 units 100kw prime power generator amounting 

to₱2,663,000.00have no copy of newspaper clippings of advertisement 
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(ABC ₱5.0 million and above for infrastructure, ₱2.0 million and above 

for goods, and ₱1.0 million or four months duration and above for 

consulting services), no certification from the Head of BAC Secretariat on 

the posting of advertisement at conspicuous places, and no printout copies 

of advertisement posted in agency website; 

m) 5 out of 7 or 71.43% of procurements thru public bidding have no BAC 

resolution declaring the winning bidder; 

n) all procurement thru public bidding have no printout copy of posting of 

notice to proceed and contract of award in the PhilGEPS; 

o) 5 out of 7 or 71.43% of procurements thru public bidding paid in 2016 

have no printout copy of posting of notice of award in PhilGEPS; 

p) negotiated procurement under two failed biddings for the purchase of 1 

unit foton tornado 3.5 crane truck amounting to ₱1,748,500.00 does not 

have sworn statement, no abstract of submitted price quotation from 

bidders, no certification of BAC on the failure of competitive bidding for 

the second time, and lacking two (2) price quotation/bids/final offers from 

invited suppliers; 

q) five out of the procurement thru public bidding amounting to 

₱16,132,134.47 lacks notice of post qualification to the lowest calculated 

responsive bidder; 

r) received notice to proceed in procurement thru public bidding of 3 storey 

admin building annex 1 amounting to ₱7,696,234.47 have not indicated 

the date of receipt by the contractor; 

s) two partial payments of procurement thru public bidding amounting to 

₱3,855,011.54 does not have Statement of Work Accomplished (SWA) or 

progress billing and corresponding request for progress payment on file; 

t) final payment for the construction of 3 storey admin building annex 1 

amounting to ₱192,913.30 do not have clearance from the provincial 

treasurer that the corresponding sand and gravel fees have been paid 

[DPWH Department Order (DO) No. 109 s. 1993 dated May 0, 1993 and 

DO No. 119 s. 1993 dated May 11, 1993]; 

u) fifteen (15) disbursement vouchers amounting to ₱319,943.14 were 

missing. 

 

The above deficiencies cast doubt to the propriety and regularity of the 

District’s disbursement transactions, hence may result in audit suspensions. 

 

Based on the interview, the District reasoned out that due to 

voluminous transactions the corporate accountant may have overlooked some 

of the necessary documentations. 

 

We recommended and Management concurred to instruct the 

Accounting Unit to provide the lacking documents noted in this audit and 

to strictly comply with the submission of the required documents to 

support disbursement transactions pursuant to COA Circular No. 2012-

001. We also recommended and Management agreed to devise a checklist 

of required documents as guide in checking if the all the necessary 

supporting documents are present before approving the disbursements. 
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3. Deficiencies in Public/Competitive Bidding procedures were observed due 

to non-adherence to the Government Procurement Reform Act (RA 9184) 

and its Implementing Rules and Regulations, thereby casting doubt to the 

propriety and regularity of procured goods and services totaling 

₱27,436,522.47. 

 

During the year, the District was able to award eight contracts totaling 

₱27,436,522.47as a result of public bidding, details are as follows: 

 
Particulars Contract Cost Date 

Awarded 

Supply and delivery of 8 units various sizes 

electromagnetic full-bore flow meter 

₱ 2,317,000.00 6/10/15 

1 unit prime power generator set-brand new and 

2 units 100kw prime power generator 

2,663,000.00 5/26/15 

1 unit polyethylene tank liner 870,000.00 12/28/15 

Various UPVC Pipes and materials 7,238,888.00 11/27/15 

Construction of 3 storey Admin Building 7,696,234.47 12/11/15 

1 unit foton tornado 3.5 crane truck 1,748,500.00 4/26/16 

1700pcs brass water meter15mm 1,870,000.00 4/18/16 

Various materials 3,032,900.00 5/24/16 

Total ₱27,436,522.47 
 

 

Audit of the above transactions disclosed the following deficiencies: 

 

a) documents requested for post qualification assessment do not bear the 

stamped date received, hence compliance with the prescribed 

reglementary period (three calendar days from receipt by the bidder of the 

notice from the BAC) of submitting such documents cannot be verified; 

 

b) the BAC did not conduct a complete detailed post qualification assessment 

using non-discretionary criteria. Although the BAC prepared a post 

qualification report, but this was not comprehensive enough and not 

supported with any documentation/report and/or supporting documents 

(e.g. inspection reports, travel orders, certifications, etc) that the post-

qualification assessment was conducted by TWG, as reviewed and 

approved by BAC evidencing: (Section 34, IRR of RA 9184); 

 

i. Validation of the authenticity of the documents submitted (licenses, 

certificates, permits, tax records) and information thereon;  

ii. Verification and validation of the bidder’s stated competence and 

experience, and the competence and experience of the bidder’s key 
personnel to be assigned to the project, for the procurement of 

infrastructure projects; 

iii. Verification of availability and commitment, and/or inspection and 

testing for the required capacities and operating conditions, of 

equipment units to be owned/leased/under purchase by the bidder for 

use in the contract under bidding, as well as checking the performance 
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of the bidder in its ongoing government and private contracts (if any of 

these on-going contracts shows a reported negative slippage of at least 

fifteen percent (15%), or substandard quality of work as per contract 

plans and specifications, or unsatisfactory performance of the 

contractor’s obligations as per contract terms and conditions, at the 

time of inspection, and if the BAC verifies any of these deficiencies to 

be due to the contractor’s fault or negligence, the agency shall 

disqualify the contractor from the award), for the procurement of 

infrastructure projects; 

iv. To verify, validate and ascertain the bid price proposal of the bidder 

and, whenever applicable, the required committed Line of Credit in the 

amount specified and over the period stipulated in the Bidding 

Documents, or the bidder’s NFCC to ensure that the bidder can sustain 

the operating cash flow of the transaction; and 

v. Verification and validation of the bidder’s stated compliance with 

existing labor laws and standards, specifically compliance with a) 

minimum wage rate b) regular remittance of premium to SSS, 

Philhealth and PAG-IBIG c) has been finally adjudged by a court of 

competent jurisdiction to have violated any labor law or social 

legislation. (GPPB Circulars 01-2008 and 01-2012) 

 

In addition, we observed that the post qualification assessment 

appeared to have been conducted only for a day, which is not possible 

considering that some suppliers are not located within the area, and that 

validation and verification of the statements made and the documents 

submitted cannot be possibly completed within the day. (Per revised IRR 

of RA 9184, this activity should be completed from 12 to 45 calendar 

days); 

 

c. Absence of Certification that the detailed engineering surveys and designs 

have been conducted according to the prescribed agency standards and 

specifications, in conformance with the provisions of Section 4, Annex A 

of IRR, RA 9184. (for infrastructure project) 

 

d. observers were not invited in all stages of the procurement activities. 

Record shows that observers were only invited during the pre-bid 

conference, and opening and preliminary examination of bids stages; 

 

e. for the three completed public bidding proceedings amounting to 

₱5,850.000.00, Management did not issue notice to proceed together with 

a copy of the approved contract to the successful bidder within three (3) 

calendar days from the date of approval of the contract; and 

 

f. for the two completed public bidding proceedings amounting to 

₱9,108,888.00, the BAC accepted as “Passed” in the eligibility check, the 

mayor’s permit submitted by a bidder that was not issued by the city or 
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municipality where the principal place of business of the prospective 

bidder is located. 

 

The above lapses in the procurement process cast doubt to the 

propriety and regularity of the procurement transactions of the District during 

the year. 

 

We recommended that Management ensure that all procurement 

transactions/activities pertaining to Competitive/Public Bidding are in 

accordance with the prescribed procedures as stipulated in the 2016 

Revised Implementing Rules and Regulations of RA 9184.  

 

Management concurred with the recommendation and has given the 

explanations on the following findings: 

 

Management’s Comments Rejoinder 

Management reasoned out that the 

TWG conducts post-qualification 

process and relied only to the 

documents submitted for post-

qualification They prefer to conduct 

post-qualification through documents 

evaluation rather than visiting the 

bidder’s office or place of business 

for practicality reason. They added 

that in some cases they also visited 

the bidder’s office for verification. 

As discussed in our findings, the 

BAC did not conduct a complete and 

detailed post-qualification due to lack 

of proof that they conducted such 

activity. As provided in Generic 

Procurement Manual, the steps in 

conducting Post-qualification  are the 

following: 

 

 The BAC/TWG verifies, 
validates, and ascertains the 

genuineness, validity and 

accuracy of the legal, technical 

and financial documents 

submitted by the bidder with 

the LCB, using the non-

discretionary criteria described 

above. 

 The BAC/TWG conducts a site 
inspection of the bidder’s place of 

business and/or plant/factory, 

where applicable. 

 The BAC/TWG tests samples for 

compliance with specifications 

and performance levels, where 

applicable. 

 The BAC/TWG inquires about the 
bidder’s performance in relation 

with other contracts/transactions 

as indicated in its eligibility 

statement (statement of on-going, 
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completed or awarded contracts). 

 the TWG/BAC prepares a Post-
qualification Report. The Report 

shall contain, among others, the 

activities undertaken with regard 

to the post-qualification process, 

feedback from inquiries 

conducted, and the results of any 

tests conducted by the TWG or an 

accredited government testing 

center, where applicable. 

Management claimed that the 

detailed engineering have been 

conducted according to the prescribed 

agency standards. 

In the absence of 

documentation/certification to show 

that the District conducted the 

detailed engineering, we stand by our 

findings. 

Management claimed that they were 

able to issue Notice to Proceed for the 

three completed public bidding 

proceedings amounting to 

₱5,850.000.00 within three (3) 

calendar days from the date of 

approval of the contract. 

Upon verification of the documents 

submitted by the District, we still find 

it non-compliant with the 

reglementary period of 3 calendar 

days. 

 

 

C. Status of Audit Suspensions, Disallowances and Charges as of Year-End 

 

The total audit suspension, disallowances and charges found in the audit of 

various transactions of the agency, as of December 31, 2016 is P3,302,952.20, 

based on the Notice of Suspension (NS)/Notice of Disallowance(ND)/Notice 

of Charge (NC) issued by this Commission, as summarized hereunder: 

 

Particulars Suspensions Disallowances Charges 

Summary of Audit Suspensions, 

Disallowances and Charges as of 

December 31, 2015 

 

 

P0.00 

 

 

P3,302,952.20 

 

 

P0.00 

Add: Issuances 0.00 0.00 0.00 

Less: Settlements    

          Prior Year 0.00 0.00 0.00 

          Current Year 0.00 0.00 0.00 

Balance, December 31, 2016 P0.00 P3,302,952.20 P0.00 

 

 



 

 

 

 

 

 
PART III 

STATUS OF PRIOR YEARS’ 

UNIMPLEMENTED AUDIT 

RECOMMENDATIONS 
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STATUS OF PRIOR YEARS’ UNIMPLEMENTED AUDIT 

RECOMMENDATIONS 

 

Of the nine (9) prior year’s audit recommendations embodied in the Prior Years’ 

Annual Audit Reports, five (5) were fully implemented, three (3) were partially 

implemented and one was not implemented, as detailed below: 

 

Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

1. The District’s 

Concessionaire 

Billing and 

Meter Reading 

operations lack 

clear and written 

policies and 

operating 

procedures and 

has inadequate 

controls, hence 

its effectiveness 

and efficiency 

cannot be 

clearly assessed 

and areas for 

improvement 

cannot be 

immediately 

identified and 

implemented. 

We recommended that 

Management: 

 

 ensure that formal 

policies and procedures  

in the meter reading and 

billing operations are 

established and strictly 

enforced in order to 

achieve effective and 

efficient management of 

the District’s operations; 

 develop effective 

parameters of expected 

range of consumption to 

be used to better identify 

read errors without the 

need for concessionaire’s 

complaints or 

investigations, while 

ensuring that it will not 

negatively impact the 

workload on its personnel 

and will increase the 

effectiveness of their 

meter reading controls; 

 develop a simple 

documentation that 

contains proof (signature, 

initials, date, explanation 

of analysis, investigation 

report, request order. etc.) 

that the controls were 

performed; 

 ensure data security. 

The integrity of the 

original data should be 

preserved and the applied 

correction/corresponding 

adjustment should be 

reflected vis-à-vis the 

2015 

 

 

 

 

 

 

 

 

 

 

 

 

Fully 

implemented  
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Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

original entry; 

 develop, implement, 

and monitor a process 

that ensures that changes 

to key data fields are 

properly recorded, 

authorized, and 

monitored; 

 develop, implement, 

and monitor a process to 

measure, evaluate, and 

improve the accuracy of 

meter reads specifically 

by developing a quality 

assurance strategy to 

randomly sample and 

review water meter reads 

that fall within the 

expected range to validate 

accuracy; 

 be reminded that leak 

adjustments should be 

fully supported with 

appropriate documents. In 

addition, review the 

existing leak adjustment 

policy and consider the 

criteria describe above to 

improve the policy; 

 organize an intensive 

campaign to remind the 

concessionaires to be 

aware of any leakage in 

their service connection  

after the water mater as 

well as their 

responsibilities to avoid 

high billing; and 

develop, implement, and 

monitor a process that 

ensures the timely 

identification and 

communication of 

potential water leaks after 

the meter to 

concessionaires and to the 

maintenance division. 
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Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

2. The District’s 

efficiency in 

implementing 

various projects, 

programs and 

activities (PPAs) 

for CY 2015 

funded under 

Corporate 

Operating 

Budget (COB) 

amounting to 

P170,710,802.2

3, cannot be 

properly 

assessed due to 

inadequate 

planning and 

budgeting. 

 

We recommended that 

Management: 

 develop a Strategic 

Plan/Road Map, at least 

for the span of the term of 

the Board of Directors to 

determine the vision and 

mission of the District 

and clearly define the 

steps and procedures the 

Management will 

undertake to achieve its 

objectives. 

 improve planning and 

budgeting capabilities, 

comply with the 

guidelines and procedures 

provided under Corporate 

Budget Memorandum 

No. 38 for FY 

2017aligned with their 

mandates, MFOs and PIs 

set by the DBM and 

LWUA to have a better 

linkage between planning 

and budgeting; 

 ensure that all income 

of the District should be 

budgeted according to the 

prioritization provided 

under  Section 41 of 

Chapter X of PD 198 (As 

amended by Sec. 8, PD 

1479); 

 submit the COBs and 

the corresponding Budget 

Preparation forms  

directly to DBM Central 

Office by indicating 

Section 6 of Executive 

Order No. 518, series of 

1979 as their basis for the 

submission and for the 

approval of COB by the 

President thru DBM; 

 ensure that the plans 

are carried out, clearly 

describe how the project 

will be managed and 

2015 Fully 

implemented  
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Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

controlled in its 

delivery/execution phase, 

and make sure that the 

timeline set and 

measurable targets for 

every PPAs are realistic 

and are strictly followed; 

and 

 formulate policies 

and procedures in the 

system of monitoring and 

evaluation of PPAs as 

management’s guide in 

assessing the 

accomplishment and 

performance of the 

District. 

 

3. The water rates 

imposed by the 

District make 

water 

affordability 

questionable due 

to the following 

reasons: a) 

Minimum 

Charge exceeds 

5% of the 

average income 

of the Low 

Income Group 

(LIG); b) 

Franchise Tax is 

still 

incorporated in 

the water rates; 

and                         

c)  availment of 

new loans after 

the approval of 

water rates.. 

 

We recommended that 

Management request a water 

rates review from LWUA and 

consider the average monthly 

income of the LIG, the non-

inclusion of corporate income 

tax and franchise tax 

provision in the cash flow 

projection which will make 

the water rates affordable and 

satisfactory. 

2015 Fully 

implemented  

4. The propriety 

and legality of 

various charges 

imposed by the 

District to its 

concessionaires 

We recommended that 

Management submit to 

LWUA the various imposed 

charges for their review and 

approval to establish 

compliance with the 

2015 Partially 

implemented 

Management has 

requested for 

legal opinion 

from LWUA and 

LWUA replied 

that “Based on 



Status of prior years’ unimplemented audit recommendations 

________________________________________________________________________________ 

29 

 

Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

cannot be 

ascertained 

because these 

charges were not 

subjected to 

review and 

approval of 

LWUA as 

provided under 

Section 63 of 

Presidential 

Decree 198, as 

amended. 

provisions prescribed under 

Section 63 of PD 198.   

Section 27 

Chapter VII Title 

II of PD 198, 

SKWD is vested 

with the power 

with the power to 

impose payment 

of established 

charges or 

deposits as a 

condition to sell 

water and as 

contained in the 

water service 

contract which 

may be fixed by 

the Board of 

Directors, as the 

policy making 

body and form 

part of the water 

district policies. 

Such charges are 

not individually 

considered/revie

wed by LWUA, 

as the said review 

is limited to a 

determination of 

whether or not 

the tariffs are 

adequate to 

provide for the 

items 

contemplated in 

Section 37 and 63 

of PD 198, as 

amended.” 

 

On April 16, 

2016, Ms. Nancy 

J. Uy, OIC-SA of 

COA-LWUA, 

clarified to the 

LWUA 

Administrator 

and states that:  

“While it is true 

that the Water 
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Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

District Board 

has the power to 

fix rates, it is not 

a blanket 

authority, as 

Section 63 of PD 

198 clearly states 

that the rates or 

other charges 

established by the 

local water 

districts shall be 

subject to review 

by the 

Administrator. 

The said 

provision did not 

extinguish nor 

limit the review 

only to the 

determination of 

whether or not 

tariffs are 

adequate.” 

5. The District 

failed to prepare 

and submit the 

Procurement 

Monitoring 

Report of its two 

completed 

public biddings 

totaling 

P29,077,224.27 

to the 

Government 

Procurement 

Policy Board 

(GPPB) contrary 

to Section 12.2 

of the 

Implementing 

Rules and 

Regulation 

(IRR) of 

Government 

Procurement 

Reform Act (RA 

9184). 

We recommended that 

Management instruct the 

District’s BAC to prepare and 

submit the PMR to GPPB in 

the prescribed format within 

14 calendar days after the end 

of every semester as required 

under Section 12.2 of the IRR 

of RA 9184. 

2015 Fully 

implemented  
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Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

6. The necessity, 

propriety and 

legality of hiring 

Contract of 

Services/Job 

Orders in the 

District is 

questionable 

because Section 

2, Rule XI of the 

Omnibus Rules 

Implementing 

Book V of 

Executive Order 

(EO) No. 292, 

Sections 209 to 

211 and 517, 

Volume I of the 

GAAM were not 

strictly 

followed. 

We recommended that 

Management  

 recommend to the 

Board of Directors to 

issue policy guidelines in 

the hiring of job order in 

accordance with Section 

2, Rule XI of the Revised 

Omnibus Rules 

Implementing Book V of 

EO No. 292 and COA 

rules and regulations 

cited above; 

 plan and evaluate 

further on how to achieve 

the ideal and realistic 

personnel complement of 

the District instead of 

resorting to Job Order 

scheme; 

 evaluate the 

performance and skills of 

the said job order 

personnel that belongs to 

Category II and III as 

provided under Civil 

Service Commission 

Memorandum Circular 

No. 10, series of 2013 or 

the Skills Eligibility for 

possible appointment to 

permanent regular 

positions, if merited; and 

 prioritize hiring 

plumbers of regular status 

in the District. 

 

2015 Partially 

implemented 

Some of the job 

order employees 

are still not 

appointed to 

permanent 

position.  Hiring 

through Job 

Order scheme are 

still continuously 

practiced by the 

District.  

7. The absence of 

a holistic 

reduction 

strategy and a 

coherent 

implementation 

of NRW 

Reduction 

Program in the 

District resulted 

to a high NRW 

Therefore, we recommend the 

following: 

 

 Replicate to Isulan 

and Esperanza branches 

the activities done in 

Tacurong branch to 

achieve the allowable 

level of NRW in these 

branches;    

 Device a holistic and 

2014 Fully 

implemented  
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Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

in Esperanza 

branch recorded 

at 26.39 per cent 

, higher that the 

prescribed rate 

of 20% under 

LWUA 

Resolution No. 

444 and a loss 

of an additional 

revenue for the 

branch 

estimated at 

P301,215.36. 

coherent NRW Reduction 

Plan and Budget  as 

prescribed by LWUA and 

give priority in the capital 

expenditures budget;   

 Formulate and 

implement a monitoring 

system (water meter 

profile) for each water 

meter installed to 

properly determine/detect 

the water meter(s) that 

is/are due for testing, 

calibration and/or 

replacement;       

 Adopt one of the best 

practices in NRW 

Reduction such as setting 

up District  Meter Areas 

(DMA).  This is a 

strategy where bulk water 

meters be installed at 

each enrty point of 

various DMA.  The 

principle is that the sum 

of the flow totals 

recorded in the DMAs 

should equal the quantity 

of water measured at the 

outlet of the water source, 

so if there are significant 

differences between the 

source reading and the 

sum of the district meter 

readings, the upstream 

network needs immediate 

investigation and ideally 

the District can easily 

identify the specific areas 

that has NRW problems. 

 
8. The existence, 

accuracy and 

validity of the 

Accounts 

Receivables and 

Guaranty 

Deposit Payable 

accounts 

We recommended that 

management, 

 Expedite the 

installation of an IT 

system that will link 

the accounting 

records with the 

billing and collection 

2014 Partially 

implemented 

The installation 

of and IT system 

that will link the 

accounting 

records with the 

billing and 

collection will be 

implemented on 
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Audit Observation Recommendation Ref 

(AAR) 

Status of 

Implementat

ion 

Reason for 

Partial/ Non-

Implementation 

totalling to 

P8.98 million 

and P1.05 

million, 

respectively 

cannot be fully 

established due 

to absence of 

details and not 

fully supported 

with subsidiary 

ledgers/schedule

s and the 

existence of 

Guaranty 

Deposits 

Payable totalling 

to P1.05 million 

which have been 

dormant for 

more than five 

years affect the 

true financial 

condition of the 

District. 

records  

 Exert more effort to 

locate all the 

documents that will 

support the balances 

of the Guaranty 

Deposits payable 

account; 

 Confirm from the list 

of the creditors 

whether the payables 

are still valid and 

legitimate obligation 

of the agency. 

June 2017. 

9. No Internal 

Audit 

Service/Unit has 

been created by 

the agency 

contrary to 

Administrative 

Order Nos. 278 

and 70 dated 

April 28, 1992 

and April 14, 

2003, 

respectively.  

This non 

existence of 

Internal Audit 

Unit will pose a 

risk of financial 

irregularities 

and 

mismanagement 

to the agency. 

We recommended that the 

management organize an 

IAS/IAU in compliance 

with DBM Budget Circular 

No. 204-4 re: Guidelines on 

the Organization and 

Staffing of Internal 

Auditing Units. We would 

like also to remind that it is 

the primary responsibility 

of the Head of the Agency 

to install, implement and 

monitor a sound system if 

internal control as 

mandated under existing 

COA and DBM issuances. 

2010 

 

Not 

implemented 

The management 

prioritized the 

positions which 

will be affected 

by the total 

migration in the 

adoption of LWD 

MaCRO Re-

categorization.  

However, hiring 

of an internal 

Audit Service 

unit is already 

part of the 

projected 

structure for 

implementation 

in the succeeding 

years of our 

operation. 

 

        


