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EXECUTIVE SUMMARY 
 
 

INTRODUCTION 
 
 The Province of Abra was created on March 9, 1917 by virtue of Act No. 2683 of the 
Philippine Legislature. It is located in the northwestern part of Luzon. It has a total land area 
of 397,555 hectares witha total population of 230,953 as of August 1, 2007. Its provincial 
boundaries are defined by Ilocos Norte on the North, MountainProvince and Ilocos Sur on 
the South and Kalinga and Apayao on the East. It is classified as a 3rd class province, 
comprising of 27 municipalities and 303 barangays. 
 
 The Provincial Government of Abra is currently under the leadership of Governor 
Eustaquio P. Bersamin. He is being supported by Vice-Governor Rolando D. Somera and the 
eight Sangguniang Panlalawigan Members. 
 
 
FINANCIAL HIGHLIGHTS 
 

The goals of the province are geared towards economic and social progress. It 
envisions transforming the province into a dynamic, healthy and self-reliant community 
thriving on diversified agricultural enterprises and enjoying an atmosphere of peaceful 
existence in an ecologically balanced environment. Along this line, the Province appropriated 
a total amount of P572,609,885.76in its Annual Budget for the year 2011 under 
Appropriation Ordinance No. 160, series of 2010, to be utilized in various infrastructure, 
environment improvement, education, health and social services, and basic and 
administrative development. Three Supplemental Budgets totaling P324,956,907.76 were 
approved by the Sangguniang Panlalawigan, appropriating the increase in Internal Revenue 
Allotment and  Share from Tobacco Excise Tax. Also, P4,501,544.93 was appropriated under 
the  Special Education Fund, as the Local School Board Budget under Local School Board 
Ordinance No. 1, to be utilized to finance implementation of priority education projects of 
the Province. 

 
 The Annual Investment Plan for the year totaled P572,609,885.16 of which 
P99,837,425.80 represents 20% of the Internal Revenue Allotment. The agency 
receivedP194,779,200.00 as its share from Tobacco Excise Tax under Republic Act No. 
7171. The Province generated a total income of P781,661,523.40 for the year, showing an 
increase ofP176,753,978.27or 29.22% compared to last year’s income of P604,907,545.13. 
Total expenditures amounted toP416,245,567.23, an increase of P29,661,312.70 or 7.67% 
compared to last year’s total expenses of P386,584,254.74. As of December 31, 2011, the 
financial statements of the Province show a cash balance of P294,811,309.57, a very 
significant increase of P26,972,884.43 compared to last year’s balance of P267,838,425.14.  
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OPERATIONAL HIGHLIGHTS 
 
 For the year 2011, the major accomplishments of the agency included the following: 
 

Completion of Construction of the New AbraProvincialHospital P178,710,283.11 
Completion of Concreting/Improvement of 13 Farm to Market Roads funded 

by the Department of Agriculture 
59,999,859.00 

Major Projects Under the 20% Development Fund  
• Construction of  MabilongBridge 11,963,556.00 
• Asphalt Overlay Along Villaviciosa-Pilar Road 3,000,000.00 

Programs/Projects Funded from Share of Excise Tax  
• Financial Assistance to Local Government Units for Rehabilitation of 

Farm To Market Roads 
66,500,000.00 

 
• Improvement/Rehabilitation/Concreting  of Farm to Market Roads 78,730,496.73 
• Financial Assistance to Tobacco Farmers Association and 

Cooperatives 
5,231,250.00 

• Purchase of Farm Inputs and Implements for Distribution to Farmer 
Beneficiaries 

5,750,000.00 

• Sangguniang Panlalawigan (SP) Identified Projects for Farmers 2,000,000.00 
• Financial Assistance for Livelihood Projects of Tobacco Farmers 1,080,000.00 
• Repair and Maintenance of Provincial Road 5,614,886.00 

TOTAL P418,580,330.84 
 
 
SCOPE OF AUDIT 
 
 The audit covered the accounts, transactions and operations of the Province of Abra 
for the year 2011. The audit was conducted to ascertain the propriety of financial transactions 
and compliance with laws, rules and regulations. It was also made to ascertain the accuracy 
of financial records and reports, as well as the fairness of the presentation of the financial 
statements. Value for money audit was also conducted on cash management. 
 
 
OPINION IN THE STATE AUDITOR’S REPORT ON THE FINANCIAL 
STATEMENTS  
 
 We rendered an adverse opinion on the fairness of the presentation of the financial 
statements for reasons stated in the herein State Auditor’s Report on the Financial 
Statements. 
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SUMMARY OF SIGNIFICANT OBSERVATIONSAND RECOMMENDATIONS 
 
 The following is the summary of significant findings and recommendations in the 
audit of the accounts and operations of the Provincial Government of Abra for the year 2011. 
These were discussed in an exit conference with concerned agency officials and employees 
on February 24, 2012 and their comments were incorporated in the report, where appropriate. 
The details of the observations are contained in Part II of the Report. 
 
1. Construction in Progress-Agency Assets and Government Equity were understated by 

P10.9 million and P4.1 million, respectively, while current year’s expenses were 
overstated by P6.8 million due to erroneous accounting of capitalizable borrowing costs. 
 
We have recommended and the Provincial Accountant agreed to adjust accordingly the 
financial charges recorded as expenses and add to the cost of the 2-Storey Provincial 
Hospital. 
 

2. Costs of the completed hospital totaling P178.7 million still in the Construction In 
Progress (CIP)-Agency Asset account. 

 
We have recommended and the Provincial Accountant agreed to transfer the CIP-Agency 
Assets account to Hospital and Health Centers account to fairly present financial 
statements.  

 
3. Various asset accounts were overstated P2.5 million; equity understated by P1.4 million 

and expenses understated by P4.0 million which consequently overstated the result of 
operations due to accounting errors. 

 
We have recommended that the Provincial Accountant carefully analyze and records 
transactions in accordance with the prescribed Charts of Accounts; analyze beginning 
balances of all CIP accounts; close completed Public Infrastructures to the Government 
Equity account; and record them to their respective registries. 
 

4. Public Infrastructure Accounts and Government Equity were overstated both byP165.8 
million due to the non-transfer of completed Public Infrastructures to Government Equity 
and registries. 

 
We have recommended that the Provincial Accountant analyze and close completed 
Public Infrastructures to the Government Equity account andrecord the same to their 
respective registries, except Roads, Highways and Bridges funded out of loans. 

 
5. Management failed to initiate action to write off dormant receivables due from different 

government agencies and various debtors totaling P10.5 million which resulted in the 
misstatement of assets and government equity by the same amount. 

 
We have recommended and the Provincial Accountant agreed to verify the amounts 
presented as Accounts Receivables and Due from NGA’s if the collectability of the 
claims is still possible and initiate action with regard to filing a request for write-off of 
dormant accounts if collectability is remote.  
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6. There were noted misstatements in the Drugs and Medicines Inventory and Medical, 
Dental and Laboratory Supplies Inventory accounts which cast doubt on the validity of 
the accounts. 

 
We have recommended and management agreed to adjust the deficiencies in the 
inventory accounts; reconcile periodically General Ledgers/Subsidiary Ledgers with the 
PHO Supply Office; reconcile records between Pharmacy and Supply Office and make 
necessary adjustment for the discrepancy of P2.2 million; and require the District 
Hospitals to prepare and furnish their monthly reports of receipt and issuances of supplies 
and medicines to the Accounting Office. 

 
7. Due to Other National Government Agencies (NGAs) and Construction in Progress (CIP) 

accounts were overstated by P107.0 million and P102.9 million, respectively, due to 
accounting errors. Also, Due to Other NGAs totaling P1.0 million remained dormant for 
years. 

 
We have recommended that the Provincial Accountantanalyze the account Due to Other 
NGAs which remained dormant for years and no longer supported with cash balances and 
make necessary adjustments in the books; see to it that all projects with corresponding 
liquidations and issued credit notices are taken up in the books to liquidate the trust 
liabilities;close Construction in Progress accounts and the corresponding Due to Other 
NGAs’ account; and analyzethe corresponding cash balances that are dormant if such 
funds were no longer needed and to be returned to their respective source agencies. We 
have also recommended that the Provincial Engineer submit certificate of project 
completion and the Provincial Accountant submit liquidation reports of fund transfers to 
the source agencies as prescribed under the regulations 

 
8. Expenses were overstated while result of operations was understated both by P2.0 million 

due to erroneous accounting of financial expenses. Also, some expenses were misstated. 
 

We have recommended and management agreed that the Provincial Accountant adjust the 
noted deficiencies, adhere to prescribed accounting regulations, explain entries properly 
and attach the required documents for every Journal Entry Voucher (JEV). We have also 
recommended that the Provincial Accountant and Treasurer coordinate with one another 
in securing the necessary documents for every JEV for ready reference. 

 
9. Agency assets were understated while expenses were overstated both by P2.0 million 

which consequently understated result of operations due to erroneous accounting of 
capital expenditures. 

 
We have recommended that the Provincial Accountant adjust the noted deficiencies, 
properly record transactions in accordance with the account classification prescribed 
under the NGAS, for fair presentation of financial statements. 
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10. Ten disbursement vouchers totaling P2.6 million were not submitted; thus, the 
correctness of the entries made and the propriety and legality of the transactions could not 
be evaluated. 

 
We have recommended that the Local Chief Executive instruct the Provincial Accountant 
and Treasurer to locate and submit the missing vouchers. The Provincial Accountant 
should see to it that monthly reports and journals be submitted to the auditor’s office 
together with the paid vouchers/payrolls/official receipts. Also, we have recommended 
that a liaison officer for the treasurer’s office and governor’s office be appointed who will 
be responsible for bringing the vouchers and checks for approval to the governor’s office 
and bringing the approved vouchers checks to the Treasurer’s Office. A logbook for 
vouchers and checks received and released should be maintained by both offices. 
 

11. Cash in Bank-Local Currency, Time Deposits (LCTD) was understated by P391,279.60 
due to unrecorded interests, withholding taxes, no-closing of terminated accounts, and 
doubtful addition of interest income. 

 
We have recommended that the Provincial Accountant analyze the accounts and adjust 
the books accordingly. 

 
  
IMPLEMENTATION OF PRIOR YEARS’ AUDIT RECOMMENDATIONS 

 
Of the 80 audit recommendations in the 2010,2009, 2008 and 2007 Annual Audit 

Reports, 10 were implemented, thirtyfour (34) were partially implemented and 36 were not 
implemented.   


