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Des, Msyor Bongat:

We are pless€d to ta$[lit lbe Antrllal Audit Repon on the audit of th€ a.rouDts
and opentioDs of th€ City Govemured of Naga. C:marines Srr for the year cnde.d

Deccmbcr 31, 2018, in compliance witi Section 2, Article D(-D of the Philippine
ConstitutioB and Section 43 of Presidedisl Dcq€e No. 1,145, otheryise known as the
GoverEnent Audrting Code ofthe Philippines.

The audit was corduct€d to (a) asoertain the lwol of assur8nc,e thal may b€ plac€d

on managemcnt's ass€rtiorE on the firuncial slatqnefis; O) detsrEfue the propriety of
traosactions as well as the ex&d ofcompliance with applicable laus, ndes and regulations;
(c) recomm€nd rgenoy imfovemcd opponunities; aod (d) d€termim th€ e)dent of
implementation of prior yea$' audit rccommenddioos.

The attached Repoi consists of the Independent Auditor's Repor! tbe Audited
Fioaicial staternefis, the oharvations and Recommendations, which werB discussed with
cone€m€d officials ad strff, 8nd the Stetus of lmplernentation of Prior Yea$' Audit
R€commendatiolls.

The Audiior rendsrEd a qualified opinion on thc bimess of Fes€ntatjon of the

finsncial ststesEats of tlle Province for tbe year eod€d Decembsr 31, 2018.

We rcqucst that rbe recomrncndatioos be Fomptly implcrEetrted 8nd u/€ would
appreciste being informed of the actions taken tb€reon within sixty (60) days ftom receiF
hereof, usiog the ptsoribcd forurar of the stteched copy of thc Agercy Action Plar and

Ststus of Implemeniation (A/UfSD.



We cxprEss our approoiatioa for the
Adirors by ibc officiels and strtrof the City.

support and cooperdion €xt€nded to our

4.

3.

Copy fimished:

l. The R€gioosl Dir€ctor
Bueau oflrcal Gov€[nmetlt Finance, Regioo V, kgazpi City

2. The Secretrry
Dcpamr€d of thc ht€rior and lacal Goveramenr
Francisco Gold Conaminium, C\rboo, EDS{ eugzon City

Th€ Sccrctary of thc Sanggurang parylugsod of Nag! Crty
Office of dE SonggmrDg Pangtu4sod
City of Naga

The City Accotllltaat
City Gowmms[t ofNaga
Na88 City, Camarim Sur

fhe DirEctor
Narional Ubrary ofthe Philippires
T.lvt Kalew St., E miti, Manila (ecopy)

UP lrw C€trtGr
Bacobo tlall, UP Law Complex
University ofttc Philippireq Dilinrq eEzou City (scopy)

COA Ceotral Uhary
Commonrrolth Avenrc, Quezou City (e-copy)
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Very rruly yours,



_ The City Govemment of Naga (CGN) was crealcd by the Senate and th€ House of
Rep.esenlalives through lhe cnactment of Republtc Act lrio -.105 whrch took ellect on
June lS, 1948. Sixty-nine years ago, Naga ollicially became a chartered city from being a
municipality in the Province ofCamarines Sur.

, lt is an independent component citv in the Bicol Region ihat has cvolved inlo alibrant. clly wirh. flourishrng economy as evidenced biy the numerous business
esraD,tshments settrng up every year. ft has an area of g4.4g sq. km_ or .i2.62 sq. mi. witi
present population reponed at 196,003 per Cy 2015 census an<, records ol.the Fhilippinc
Statistics Authority and with 77,784 registered voters and labor force of60,77i peopli.-

The CGN envisions to be the recognized modcl of a) good govemance and
responsible citizenr! that asserts afld accepts thei. roles and resfrnsibil-ilies in narron_
burldrng; b) pcople-c(ntcre,l dcvclopment anchored on qualrty an; accessrhle sen.rcc,s in
health. education and other social services, especially for the marginalized and the
rulnerable: 

_and c) abiding faith that expresses itielf in social solidarifi and a culture oi.
excellence flourishing in a cily tlat is peaccful, safe and in accord wrth nature where
cultural values are nurtued and religious di!ersity respected.

Since 1988, CGN has built a repur4tion for being a model local
govemment unit that pioneered imovations in local govemance. T[is is attested to by
more than 189 intemational, national and regional awards and individual recogrur,u,
Among the most important and recent awards received arer a) the stature ofthe CCN as a
Pcw-recognized Local t arning Hub on CAD multi-scctoral and cammuiitv-based
programs to addrcss gender-based violence, b) lsl l,lace Economic Dynamism.
ComF)nent Cities Category on Govenunent Efficiency given by the National
Compctitivcness Council; and c) plaque ofCommendation tbr bringing honor to thc Brcol
Region as the 2nd Most Competiflye Indep€ndenr Cily in rhe philip;in;s in 2018, grven bv
the Bicol Rcgional Developnent Council Legaspi City on September 7, 2018.

Ope.ation.l IIighlightg

Some of the significanl accomplishments of the CGN during th€ year are as
follows:

EXECt TIVE StiMMARヽ′

I ntroduction

Construction of Sanitary Landtill FouI major separare prqects for the
completion ofthe Sanitary Landfill are expected to he completed in .tuly 2019i

Naga River Rehabilitation P.ogram - Created under Sp Ordinance No 2013-
053 has gained recognition highlighted by the DpwH consrruction of rivcr
revetments starting from Tabuco and extending until San Felipe and the.loint

a)

b)
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project of dredging the Naga River with the Memorandum of Agreemenr w1h
the DPWH and the LGU.

c) Rehabilitation ofNaga City Abattoir - The Naga City Abanoir has now been
classified as "AA" category by the National Meat Inspection Sertice (NMIS).
The rehabilitation of its facilities fit for said catcgory includcs the installation
of uaste ustcr trcatmcnt, provisro upgr8ding of its squipmcnt &rd expanslon
ofthe building. [t is now an accredited Assessment Center by the 'IESDA.

d) Naga City Community College - Created undcr SP Ordinarce No. 2015{l l,
has also been gainiDg recognition producing gnduates with an average of 90yo
PRC passing rate, highcr than the national average of 70olo. Likewise, the
College has managed lo obt^in a78.57n/o Wssing rate for its midwifery course
durilg the year

Audit objectiv€s and Scope of Audit

A Financial and CompliaDce audit \xas conducted on the accouts and opcmtions of
all funds of the CCN for CY 2018 aimed to determine the retiability of financial
statemcnts and ascertain on a tes, basis the lalidity and fropriety of transactioN as well as

its compliarce with laws, tules and regulations. Likewise, a Projects Evaluation nas
conducted !o cvalu&te th€ economy, efficiency and eflectiveness of impl€m9ntation of
selected programyFoj€€{s/activities of the CGN with emphasis on the significant audit

arEas identifiad by the Audit Team which were aligned with the Audit Thrusts and

supplemenlal Audit Instructions for CY 2018 and prior years under unnumbered
Memorarda issued on va ous dates by the Office of the Assistant Commissionet Local
Covemmcnt Sector, Commission on Audit, Quezon City.

A Revenue Audit was also conductcd on the financial operations of the Naga City
Hospital, a special account in the General Fund and the Real Property Ta\ System to

determin€ a) whether revenues ar€ correctly assessed. collected and accounted; b) assess

revenue trends; and c) evalualg causes of revenue losses, if anv.

ln addition, a Performance Audit was conducted on the slatwe of Naga Cio as

Pcw-r€cognized Locsl Leaming Hub on GAD multi-sectoral and communit-v-bascd

prcgrams to addrcss gender-bascd violence, namely, the Bantay Familia Progam,

barangay GROW Negosyo Program and Breastfeeding Progam in compliance with the

unDumbered Memo.sndum dated July 31, 2ol8 is.r(led by the Assistanl Cornmiis'oner,

Chair, Technical Working Group, COA GAD Focal Point System, Commission on Audtt,

Commonwealth Avenue, Quezon City. The pcrformance audit covered a) financial and

compliance audit of fund! pertaining to the specifi. GAD program which included

evaluation of agency's compliance with existing laws and regulation on GAD ir,cluding thc

nrandatory appropriarion for GAD' and b) valuc for monev audit on Oe GAD actjlilics
*trict iniludia ihe determination of the economy, efficiency and ellectiveness of the

agency's policies, programs and activities irl addressing gender issues'
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2. FinancialHighlights

2,1 - Financial Positiotr snd Performance

2.2 - Sources and .{pplicrtion of Funds

⌒

Particulars

In PhiliDDitre Peso (?) Y, of
Increase

(Decresse)
2018 2017

Increase/
(Decrease)

Financial Position
TotalAssets 5074、37225873 4.67 5 .437.514 .79 lqR qlt 7d1ql 8.i3
Tolat Liabili“ cs 591 ,892,669 .5i 632,030,230.89 ( 38,137,561.32 ( 6.03 )
Total Equit]- 4,339,354,828.3( 4,043,403,28i.9C 295 ,9st ,544.4( 7.32

Finatrci&l Performrnce
Total Income 1,266,642,858.L | .205.17 5.645 .52 61 ,467 ,212.91 5.10

Total ExDenses 993385.5433` 95398899321 39,396,550.11 4.13

Net Surplus 208,358,162. 251,186,652.1 42,828,490.08 ( 17.05)

Prrticulars

In PhilipDine Peso (?) Yn ol
Incrers€

(Decrerse)
2018 2017 Increase/

(Decrease)

General Fund
Allotments 1,459,500,587.7i 1 ,446,897 ,272.2', ( 12,603,3 r5.48 (0.87)

Obligations 1,219,33 t,100.5( I ,t95,4'19 ,065 .63 23,852,014.8' 200

Balance 240,t69,487.2: 251,418,206 6: tt .248,7 19 .11 (4.40)

Special Education fund
Allotments 167,303.484 86 r38,000,000.0c 29,303,484.8r 2123

Oblieations r6 r,036,659.20 t21 ,956,522 .12 39,080,13?.0t 3204

Balance 6 ,266.852 .66 16,043,477.8$ 9 ,176.625 .2i (60.e4)

Amounts Trensferred from/to NCAg. NCO! atrd POs

fmnsferred to / from 68,7 15,503 .22 73,053,481.6( 4,337,978.38 (5.94)

3. lndependent Auditor's Rcport on the Financial Statements

The Auditor rendered a qualified opinion on the basis of the LCUS

understatement of cash in baak accounts totelling P1.18 billion by ?21.63 million when

compared with the confirmed bank balanc€s of Pl.2l billion as at year end; and the

overstatement by P35 72 million ofthe Inventory accounts and the discrepancy amounting

10 ?3.23 billion b€tween the accounting and property records of Propeny, Plant and

Equipment existed as of December 31, 2018 due to incomplete aclual physical which

conshtute a depanure from IPSASs. The LGUs records indicate that had Management

stated the cash in bsnk co[ectly and the inventories consumed were rEcognized 8s
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expense account accordingly, the govemment equity would have been reduced by p|4.09
million.

4. Signi{icant Audit Observetions 0nd Recommendxtions

For the exceplions ciled above, we recommended that Management: l) conduct
reconcilialion of records of cash in banks per book and bank records and effect nccessarv
adjustrnents, as appropriate conduct complete reronciliation of all the property, planl an;
Equipment for all funds of the Ciry after the results of actual phvsical counr;2) conduct
actual physical count of all inventories for all funds on hand at the end of the vear undcr
lhe custody of different departmenromces and rcconcile results of actual physical count
accounting records with the; and 3) conduct complele rcconciliation of all the propcrty,
I'lant and tsquipment for all furds of the City after the rcsuits of actual physical count

'l'he Audit Team communicated the audit observalioos and recommendations with
lhe CGN through the issuance of Audit Obsewation Memoranda (AOMs). Thesc were
discussed with the concemed agency officials present dunng the exit conference conducted
on April 12, 2019 and the latter's comments wcre inc.orpoEt€d in the rclx)n, where
appropn-ate. Likewise, othcr signilicant audit observations together with the corresponding
rccommendations that need immediate attention and action are presented below.

a) The risk of loss of funds utilized for the disbu$ements totalling at least P47 48
million. for the last three years alone, composed oflhe various addilions to the structures
built on a land whose posscssion and/or ownership is under litigalion manifests the lack
ofjudicious disposition of government funds, thus nol ensuring the eflicient. effective and
cconomical govcmment operations.

We recommended that Management iudiciously utilize its available funds and
resources and consider a contiogency plan for the existing legal controversy, in the event
tha! there is no more other favorable legal rcmedies that may be availed of by the CGN.

b) Lack of monitoring and inaction on the negative slippage of the $ree Sanitary
Landfill projects at Barangay. San Isidro, Naga City with conract cost totalling P29.72

million intensified the dclay of its c4mpletion ranging from 67 to 263 days, contralv to
R.A. 91 84 and P. D. 1 870, thus doprived the coostituents of the health and socio-economic
benefits from the limely completion ofthe inlrastruclure protccts.

We recommended that Management requrrc the officials concemed to exen
diligent efforts in monitoring the completion ofinfrastructurc projects and obserye proper

camputation ofliquidated damages in case ol breach ofthe contmct agreement.

c) 'lhe Naga City Hospital has sustalned an incrcasing losscs for thc last three

consecutive years in the amount ofP73.03 million due to various deficiencies noted in the

managemeot and financial operalions system.

IV
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. 
We recommend that Management conduct a comprehensive evaluation of rhe

operalions and financial system of the NCH and update its operations manual, if there is
any,. and. institutionalizc a clearly detined procedures and guidelincs on the granting of
medical heahh carc assistance to qualified constituents to prevent lirnhet losses in its
operatlons.

5. Summary of Totrl Suspensions, I)isellowances rnd Chrrg€s as of
Year-End

The status ofsusp€nsions, disallowanccs and charges as ofDecember 31, 20 lg
is summarized as follows:

rll“ a cOA ROV Lc8,sP CI●

However, it must be noted that.the Audit Team shall issue an],time, if necessary.tie notice of suspension, notice ofdisallowance or norrce of charge for ifre fisi aualtea, on
a^1est basis, joumal entry/disbursemenr vouchers on th" r.an.uci,on. oii[" 6cN ro, cv
2018 and prior yeani.

6. Status of Implementation of prior years'Audit Recommendations

Out ofthc 46 audit recommendations embqlied in the prcvious yean,Annual Audit
Reports, 20 or 4470 was fully implemetred, 25 or 5490 werc partially irpi"r"nt"O 

"na 
or"

or :0; was nol rmplemenEd as of Apnl I l. 201 9, dare of audit erlt conference.

Particulars
3alancc as oF

Janunry l,

2017(7)

CY 2017 Balallcc as oF

Ilccembcr 31,

2018(Pl
lssued
(")

Scttied

(P)
Suspensions 39,957,97706 00( 00C 39,95797706
U r sal lo\!ances 6,5469132( 00C 4,467.38081 *  20795324・

I

Chargcs 00C 00( 00( 00C
l otals 46,504,89031 Oα 4,467,38081 42,037,50950

junC 2, 2(}i8。n tt 寸o 14_001_200( t ,n rlt torat anrouirr oiiiJJfli;
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AUDITED FINANCIAL
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Republic oft1lc Philippincs

COMMISS10N ON AUDIT
Common、calth Avcnuc

QuCЮn Ciサ

INDEPENDENT ATIDITOR'S REPORT

Hooorsble JOHN G. BONGAT
Mayor
City ofNaga

Qualified Opinioo

We have auditcd the financial siatemeots of the Cit-v Govcmment of Naga, Provincc of
Camarines Sur, which comprise the staGment offinancial position as at December 31, 2018,
and the statement of financial perfoflnance, statement of changes in net assets/equity,
slatement of cash florls ard sulement of comparison of budget and actual amounts fo. the
year then ended, and notes to de financial statements, including a summary of significant
acc,ounling policies.

ln our opinion, except for the effects of the matter described in the Rusa fot Lluulilied
opinion section ofour repo4 the accompanying financial statements present fai.ly, in all
material respects, the financial position ofthe Cily GovemmeDt ofNaga. Camarines Sur as

at Decembcr 31, 2018, and its financial pcrformancc, its cash flows, and ils comparison of
budget and actual amounts for the year then ended in accordance with hternalional Public
Sector Accounting Standards (lPSASs).

B$is for Qualiried Opinion

The LGUS Cash-in-Bank accounts totaling Pl.l8 billion is understated by P21.63 million
when compared with the confirmed bank balarlces ofPl 2l billion as at year end; and lhe
overstatement by P35.72 million ofthe lnventory accounts and the discrepancy amounting
to P3.23 billion between the a{-counting and prop,erty records of Property, Plant and
Equipmcfi existed as of December il,2018 due to incomplete actual physical count
constitute a departue from IPSASS. Had management stated ils cash in bank correctly and

the inventories consumed werc rcrcognized as expenses accordingly, the govemment eqully
would have been reduced by P14.088 million.

We conducted our audit in accorda[ce with International Standards of Supreme Audit
lnstitutio$s (lSSAIs). Our resporlsibilitiss under those standitrds are furlher described in the



Atulitor\ Resporl\lhilitr_lit the Audil ol thc l.itancial Stalanants section ofour report. We
are independent ofthe agency in accordanca $,ith the ethical requirement lhat are relevant
to our audit ofthe linancial sratemeDts, and wc have lirllilled our other ethical responsibil itics
in accordance with thes€ requirements. We believe that the audit evidence we have obtained
is surlicient and appropriare 10 Eovide a basrs for our qualified opinioo.

Xey Audit Matters

Except for the maner described in the llusj,t./br euilicL! ()pt ton section, we have
determined that there are no otlrsr key audit maflers tocommunicile in our repon.

Responribilities of !\ftnsgement rnd those Cherged with Covernance for the iioancial
Statements

Management is responsible for ihe preparation and feir presentation of the linancial
stalemGnts in accord&nce with IPSASS, and for such inte.nal control as management
determines is necessary to emtrle the preparstion of financial statements lhal are fre€ from
matenal misslatement. whether due to fraud or error.

Those charged with govcrrance are responsible for oversgeing thc l,CUs financial rcgrrting
process.

Auditor's RBpotrsibilities for the Audit ofthe Finatrcisl Statemcnts

Our objectives are to obtain reasonable as.surance about whether the financial statements as
a whole are ftee from mat€dal misstalement, whether due to fraud or error. and lo lssue an
auditor's r€r,ort thal includes our opinion- Reasooable assurance is a high level ofassurance.
but is not guarantec that an audit conducted in accordance with ISSAIS will aiways detect a
malerial misstatement when it exists. Misstatements can arisc l'rom fraud or error and are
considered material il, individually or in aggregate. they could rgasorably be expccted 1()

influencr the economic decisions of users taken on the basis of these financial statrments

(10MMISS10N ON Al'DIT

't l;
Statc

Supewising Auditor

April 16.2019
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