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COMMISS10N ON AUDIT
REG10NAL OFFICE NO V

Ra、 i、 l erttPi tiヽ

OFFiCE OF THE REC10NAL DlRECTOR

April

Honorable NELSON S.LECAC10N
City Mayor
Ntta Ci″

Dcarヽlayor L●3acioni

We are pleased to transmit the Annual Audit Repon on the audit ofthe accounts and

operations of the City Govemment of Nag3, Camarines Sur for the year ended December

ll, 2021, in compliance with section 2, Article x-D of tle Philippine Constitution and

Section 4J ofPresidential Decree No 1445, otherwise known as the Govemment Auditing

Code of the Philippines.

The audit was conducted to: (a) ascertain the level of assurance that may be placed

on management's assertions on the Iinancial statements: (b) determine the propriety of
transafiio;s as well as the extent of compliance with applicable laws, mles ard regulations,
(c) recommend agency improvement opportunities; and (d) determine the extent of
implementation of prior years' audit recommendations.

Audit thrust areas for CY 2021 have been audited which includes: l) Receipt,

Allocation and Utilization of COVID-19 fund; 2) Cash and Cash Equivalents; 3) Property,

Plant and Equipment (PPE); 4) Fund Transl'ers from National Govemment Agencies
(NGAs); 5) Fund Transfer to Other LCUS; 6) 2eZ Development Fund, Local Disaster Risk
Reduction Management Fund (LDRRMF); 8) Revenue, and 7) Housing Settlement
Development Program. on the other hand, a) other General Serviccs Account; and Solid
Waste Management have been audited but no significant findings have been noted.

The attached Report consists of the lndependent Auditor's Report, the Audited
Financial Statements, the Observations and Recommendations, which were discussed with
concemed officials and staff, and the Status ol Implementation of Prior Years' Audit
Recommendations

The Auditor rendered a qualified opinion on the faimess of presentation of the

financial statements ofthe City for the year ended December 31, 2021.

We request that the recommendations be promptly implemented and we would
appreciate being informed of the actions taken thereon within sixty (60) days from receipt

hereoi, using the prescribed format of the attached copy of the Agency Action Plan and

Status of lmplementation (AAPSI)
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We gxpress our appreciation for the
Auditors by the officials and staff ofthe City.

support and coop€ration extended to our

Very tuly yours,

l. TIt Rltixd Drldor
Blla of ral C.crEn FirE , Rlgih V, L.frnpi Citt

D.DrtrEr of rk ftrdi.i .xl t€l OoErlEr
Ftu.i6 Oold Ccrbmhau[ O0.o. e6A. qgl Clt,

I Th. S@!t y of dE SqEirg P.CDti.d of Nfr Cig
OmEof 0r. Strr8rDi-s Pqlutnd
Cily ofN.g.

4. TIE Cily A6nt.n
Ciry CovartEt of tlrg!
N{.Cily, Cj!ir.. SE

Nrir.l Libry of b rui{iE
T.M. Kds St, Fmio, M-iL (.-.o?r)

Boooto tldl, UP L& CodCtd
U.ir6ily of dE PhniFiE{ Dili'u! Qan Citr (.qy)

7. COAcaud Lihry
celnrElo Ararl, ql,oo Cny (."co?r)

S.ESTOLATAN
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PROVINCE OF CAMARINES SUR
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April l t, 2021

Memorandum for

ATTY. JOEL S. ESTOLATAN
Regional Director
COA Regional Office No. \r
Rawis, Legazpi City

^ In compliance with Section 2, Article IX_D of the philippine Constitution andSection 43 of presidential Decree No 1445, we conductea a fin ricij unA Co.pfi_"".Value For Money and Revenue Audirs on th" 
"""or"r, "ra 

op"r"iio".if,il diry orN"g"for the year ended December 31. 2O2l

"__-^,]1:1ld,,t 
*"re conducted lo (a) obtain a reasonable assurance about whether theUldjlcrar sraremenrs are l,urty presenled and whether the agency had complied with lheexisting law,.rules.and regularions goveming the usddisposiiion of gor"-rri"nr frna, unaproperty. and (b) delermine rhe economy. efticiency and effeoir*E , .i i.ri.."",",io"of selected programVprojecrVactrviries ior Cy 202 i

Audit thrust areas ft.rr Cy 202t have been audire<l which includes. l) Receipt.Allocation and uritization ofCOVlD-te fund;-r, a"rh;;4";';;rir"r"iii ,1r.op"ny,Plant and Equipmenl (ppE). 4) Fund rransfers from ttarionar Eovl,irr.n",' ng"n.i",(NGAS); 5 ) Fund Transfer ro Otrer LOUS; 6) 209lo Development Fund; Locai Disaster RiskReduction Management Fund (LDRRl,,rFf; et ne,"nu'",' anJ il"irlirjr""'i"nr"."r,
D,evelolment Program. on the other hand, 

",) 
oir,., c,"""i"|i"*iJ", i*.rt"r, 

""a 
s.fiaWaste Management have been audited but no significant findings h;;;;;;;. "

The anached ReDon consists oi four pans, namely: pan I - Audited llnancialStatements, Pan II - Audit Observations and Recommendations, which were discussedwith concemed Management olliciais and sta^ff ar;rg rl,e 
""ii ";nf.."""" i"ia 

", 
optf f,2022 | Par. III - sratus of tmolemenratien 6f pdel {q6..; A;;i'il;;;;a"tions; andPart IV - Annexes
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needs of young Naguefros for access to educatioi' in anticipation for a face-to face-

leaming delivery mode

b) \aga Crty s COVID-I9 Response - ProjecslPrograms and Actt'r'rtres were

rmolemented bv Nag" C'ty to aOote"s rlte effeos of the pandemrc' panicularly rn local

""J""." 
' 
,i*i""..' Strmulus Program whioh granted 15? local business owners

;;;;-?t""";;;;;;le in 12 moiths was implemented ro make trem acrrve-partners

rn revrvmg the local economy u'J u'a"J i:r employees' labang tugang lbr

;,';l;:J'*;;;;; i,-:y::^'l*:l* 'E:*J[]*"Jl'ffi if"'",X1'#5'l:" 
jl

six montk lo 69 emPloyees and Lon
'^;r;;il;;" regaids 'acctnarton "u*gi"t 

i total of 80 14000 Nasueios were

,J."r;il;;;:;oi i"pt",nu"' zj'-ioii-ni'rcn uuuo'u'o'v' $i1h a rotal cosr or

ls.sto.lzo oo, *u. liLewise oonstructed

It. Financialllighlights

A. - Comprr.tive Financial Position

|

祠°/o Of

I I tocrcart/
In Philippine P€so (l)

Particulars

B- - Results ofOPer'tions
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IIl. Independent Auditor's Report on the Financial Strtemen6

The Auditor rendered a qualified opinion because accounting and property records

of (a) Property, Plant and Equipment aod (b) Inventory did not reconcile by

? 1.511.312,120.52 and ll 39,385,068.46, respectively

IV. Signilicant Audit Observations and Recommendations

For the exceptions cited above, we recommended tbat the City Mayor:

a) assign a personnel or team who shall take charge of the proper identification and

' documentation of properties recorded in the books ofCGN;

b) requrre the inventory committee to timely perform their duties or functrons in

conducting actual physical count ofPPEs for a specified period of time, to faciliiate

proper accounting and reporting and correct classification of fixed properties;

c) direct the reconciliation of lecords between the GSO and the Accounting Offic€ to
prssenl accurate propeny records

d) stflctly requrre the department heads to submlt the RPCI per type of rnventory and' 
wrttrin the period required by Section 124 of the Manual to reconcile with the

balances found in the financlal stalements and to prevent overslatement of
inventory balance;

e) direct the heads of concerned departments/offices to timely submit their respeclive

SSMIS wrth complete documentation to GSO, for consolidation, to be submitted to

CAO for ner,essary adjustments against inventory accounts; and

f) revisit the development of computerized inventory system by the ITO and CPO to

identify the causes of delays and implement neoessary aotions as soon as possible

in order to effect improvements in the current inventory system where deficiencies

were noted

Tte Audit TeaD connrunicated the audit obsetuations and recommendations with

the CGN through the issuance of Audtt Observatron Memoranda (AOMS) These were

discussed on ipll \.2022 with the concemed agency officials present during the exit

conferencc coniucted and the latter's comments were incorporated in the repor! where

aif.opriate Likewise, significant audit obser,-ations on evaluation of pro1ects and

assessment of ,evenue ayri"a, tog"ther wrth the corresponding recommendations that

need immediate attention and aotion, are presented as follows:

I Deficiencres and irregularities in the planning and utilization of the ['cal Disaster

Risk Reduction and Managiment Fund (LDRRMF) for COVID-19 Response totaling

?52,900,616.88 in CY 2021 were noted

111
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werecommendedthattheCityMayorandthesangguniangPanslunsodofNaga

al ensure that lhe NCDRRMC Resolutlons on re-ahgrullenl and reversron of
-' 

,""...-"rrt trna. be properly backed'up wllh enacted ordtnances and documentary

::il#;;.,.i'p"nG;;;;; rhe 
'ou'ces 

and desttnations or funds in

complnnc. wlth RA No 7160'

h) direcr fte NCDRRMO lo monrtor the donations rec€ived by CGN and ensure the

trmely and proper uilhatlon thereoi and

c) requtre lhe concerned oftices ro submit the necessary consumption rep-orls to *le

'"' iil;;;;;;oir,"" ro ru"lt'rui" uaiustmmls to lhe balance of welfare Goods

i;;;.;ffi;;;"";;ni *r,,ch *ere alrLdv disrrrbtrred rn cY 2021

2. Incal Development t'-und (LDF) totaling f43'859'389'67 remained unutilized

we recommended that the City Mayorl

a) rnstruct the HSDO to expedtte the collation of documents to pay the taxes due to

"' ffi;rR, ;i; f.rt rn"t tt 
" 

otr,e, n"losary procedures relative to the transfer of

;i-;i;il; a-v G.*rnment of l'laga' and aicordirslv' to properlv recognize in the

books of CGN sard rransferred propenies'

b) promptly implement the PPAs-embodied in the 20 per cent LDF during the targeted

imolementaron peflod u"oo' ouOgJy*t' to ensuie the timely delivery of benefits

to the intended beneftcraries, and

c) drrect thc tncal Dcvelopmem Council to conduct an in-deplh planning and
-' *r"*t*"t.t turrzrng the unencumbered balance; of LDF for prioriry PPAs

3. lnstallstion of a detailed and structuled framework for the^ operations'

doctrrnentationandaccountingofKaantabaysaKaustagan(KsK)ProgramforCY202l
was not prioritized bY CGN

We recommended that the City Mayorr

a) direct the Housing Board to endo6e and document the pricing and colleotion

Policies of the Program;

b) rnstrud the ITO to complerc the software developmutt and commence the

Imnl.menlatlon of the HsDo eitt,g a n""..,uules system. includlng the

-JJ,i"",,"" .f ftneCS rnterface so lhal collections are encoded per srte'

c) reourre the CAO to create aid malntain subsldiary ledgers per slte' r@ordlng the

'' ;j;;;;; -;;uig'ng th" 
"o""tpond'ns 

drsbursemmts therern'

iV



V. Summary of Total Suspensions, Disallowances and Charges as of

Year-End

The status of suspensions, disallowances and charges as of December 31 2021 is

summarized as follows:

Parliculat s

Balance as or

January l,
2021(P)

CY 2021(P) BalanCe as of

D∝ember 31,

2021(Pl  _lssued Settied

SusDensions 39,905,17705 000 000 39,905,17701

Disallowances 1,990,965J 000 000 1、 990,965但

Charge 000 000 000 000

製
。1,17``7'`昴紺Total 」1^0614246 000

@l 'houtortr.''54.

deliberate with HSDo and cAO the proper reconcilatlon of trerr records to

I""ii,oi" .""ooniuon of penrnenr recervables as well as derecognitron of lands

iuifv+uia urai*""a ty benefrctarres but still rn the books of the CGN:

reouire the HSDO to malnialn a complete' accurate and updated set of records

,ri,tuUt" fot uuait, rnqtrrry or any decrsron_maLrng purposes and

coordinate with the Sanggunlang Panlungsod for the enforcement of a policy

framework of KsK program tegarding lts operation' acoount'ng' clocumentallorl

collection and disbursements.

Most of the Noices of Suspension were comprtsed of unsubmltted Disbursement

v.r"h;;i;;;;i,u ao""".,L since cY 2009 The Audrt Team has not.issued vet

Notices of Disallowance due to on-gotng retrieval ofthe accounts and transmlttal files'

VI. Status of Implementation of Prior Yesrs' Audit Recommcndations

Out of the 116 audlt recommendations embodied in the previous years' Annual

Ard,t R-";;;, ;;;io po 
""nt 

was fullv rmplernented' 69 or 5l per cent were partiallv

implemented and 17 ol 13 per cent was not implonented as of Aprrl I 2022' date of ar'rdit

exit conference.

d)

C)
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AUDITED FINANCIAL
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COMMIssloN ON AUDIT
COilu 10■ 俊ぬ 慟 Aventじ o山zOn Cil、

INDEPENDENT AUDITOR'S REPORT

Eonorable Nf,LSON S. LEGACTON
Mayor
City ofNaga

Qurlified Opinion

We have audited lhe financial statemenls of the City Govemment of Naga, province of
Camarines Sur. which comprise tbe statement of finaniial position as at Oecimb et 31,2021,
and the statement of financial pe.formance, statement of changes in net assetvequity,
statement of cash flows 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.

ln our opinion, except for the effects of the matters described in the Basis lor ewlifed
Opinion section of our report, the accompanying financial statem€nts present fairly, in all
material respects, the financial position of the City Govemment of Nagq Camarines Sur as
at December 31,2021, and its financial performance, its cash flows, and its comparison of
budget and actual amounts for the year then ended in accordance wirh Intemational public
Sector Accounting Standards (IPSASs).

Baris for Qualilied Opinion

As discussed in Part Il, Observations and Recommendations: accounting and properry
records ofr (a) Prope.ty, Plant and Equipment and (b) tnventory did not reconcile by
?l,577,312,120.52 and F 139.3 85,068.46, respectively.

We conducted our audit in accordance with Intemational Standards of Supreme Audit
Institutions (ISSAIS). Our responsibilities under tlose standards are further described in the
Auditot's Responsibilities for the Audit of the [. inct rcial Statemerrs s€ction ofour report. We
are independent of the agency in accordanc€ with the ethical requirements that are relevant
to our audit of the financial $atements, and we have fulfilled our other ethical
responsibilities in accordance witl these requirements We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our qualified opinion.

Key Audit Mattcrs

Except for the matters described in the Bqsis for Owliled Opi,tio,t section, we have
determined that there are no other key audit matters to communicate in our repon.
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Responsibilities of Management arld Those Charged with Governance for thcFinancirl Strtemcnts

Managemenl is responsible for the preparation and fair presentation of these finaacial
statements in accordance with ppSASs, and for such intemal control as management
determines is necessary to enable the preparation of financial statements thai are free from
material misstatement, whether due to tiaud or enor

Those charged with governance are responsible for overseeing tle LGU,S financial
reporting process

Auditor's Rcrponsibilities for the Audit ofthc Fitrancisl Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstaternen! whether due to fraud or eror, and to issue anauditor's repon thal includes our opinion Reasonable assurance is a high leuJ of assurance,
but rs not guarantee that an audit conducted in accordance with ISSAIs will always detect a
material misstatement when it exists. Misstatements can arise from frauJ or enor and are

:-"X:,1"I9, 
ri1*"t it, individualv-or in rhe aggregare. rhey coLrtd reasonabty be expected ro

rnlluence the economic decisions ofusers taken on the basis ofthese financiil sratemenrs.

COMMISSION ON AUDIT
By:

12 Aprl1 2022
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■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ■ ‐ ‐ ‐ ‐ ‐ ‐ ‐ ‐

STATUS O「 lMPLEMENTAT10N OF PR10R YEARS'AUDIT RECOMMENDAT]ONS

atldit rccommcndatiOns cmbodicd in thC previous ycarS' AImual Audit Repo“
, 50o,36 per ccnt was fully

pcrccntwercpanlallyimplmcntedand17or13pcrcent、 vお not implclllelltcd as of Apnl l,2022,datc of aud“
Out of the 136

implemented, 69 or 5l
exit conference.

Obselwations aod Recommendations Ren
Status of

lmplenrentation 椰礁lnl MⅧ
血

l

-*n-in 

-sunk 

Local currency' current Account

iLCCA) and (ash rn Bank [ocal Currency Time

Deoosit (LCTD) louling Pl lo billion varred wi$ the

confirmed banli balances totallng ?l 18 brlhon or a

diff"r.n"" by net anrount of ?7'l4l million as of

December 31, 2020. contrary to Sec T4ofPDNo 1445'

thus. the accuracy of Cash account balances in the

fiflancial statements at year end cannot be relied upon

We recommended that the City Mayorl

l) strictly require l}le Ciry Accountant (CA) to prep@re

bank reconciliation statements in the pr€scribed time

for all funds (cunent andtime deposit aoc'unts) ofthe

CGN;

2) exercise LGU'S authority granted under Sections 74

and I l1 ofPD No l'145 untilthey areableto prepare

and submit bank reconciliation statements for all

funds to the COA Audit Office concerned; and

AAR
2020
Pagc
611

AAR
2019
Pagc
51

Panially
lmplemented

Pully
lmplemented

Restatcd in ule pan

H ofulis Rcpolt

Some Bank
reconclliatron
statements for are

still not submitted
on time
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