
  

 
 

EXECUTIVE SUMMARY 
 
INTRODUCTION 
  
 The Municipality of Licuan-Baay , Province of Abra drives its mandated from 
Republic Act No. 7160, the Local Government Code of 1991. The code empowers Local 
Government Units (LGUs) to exercise efficient and effective governance essential to the 
promotion of the general welfare and the provision of basic services and facilities. 
 
 The Municipality is presently headed by Honorable Mayor Christopher Millare 
Sr., and assisted by Vice Mayor Aunnielyne Castillo and ten (10) Sangguniang Bayan 
Members. It has a total of 78 personnel complement, composing of 12 elective officials, 
66 permanent employees. 
 
FINANCIAL HIGHLIGHTS 
 
 The Municipality’s assets, liabilities and residual equity for the year 2011 were 
P16,280,025.76, P5.977,409.57 and P10,302,616.19 respectively. Total assets increased 
by P1,223,530.60, total liabilities increased by P166,141.27, and Government Equity also 
increased by P1,057,389.33. 
 
 For the year 2011, the Municipality realized a total income of P46,166,451.47. 
Total appropriation for the year 2011 was P43,212,441.12 of which P42,402,746.42 was 
expended. Supplemental budgets of P3,761,472.75 and P1,041,087.81 were enacted on 
May 2011 and September 2011, respectively due to the increase of IRA, share from the 
Virginia Tobacco Excise Tax (RA 7171), savings from unfilled positions and from 
Maintenance and Other Operating Expense. 
 
SCOPE OF AUDIT 
 
 
 The audit covered the operations of the Municipality of Licuan-Baay, Abra for the 
year 2011. The objectives of the audit were to ascertain the fairness and reliability of the 
Municipality’s financial position and results of operations, and to determine whether the 
programs, projects and activities for the year were attained in an efficient, economical 
and effective manner. We also conducted compliance audit to check the legality, validity 
and propriety of the transaction. Utilization of the 20% development fund, compliance 
with tax laws and implementation of programs and projects for  gender and development 
are also included in this report. 
 
STATE AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS 
 
 The Auditor rendered a qualified opinion on the fairness of  presentation of the 
financial statements of the Municipality due to unreconciled cash amounting to 
P284,619.32; non-liquidation of cash advances P5.29 million; dormant accounts of 
doubtful validity totaling P5.65 million were maintained in the books and failure to 



  

 
 

conduct physical inventory of property, plant and equipment totaling P7.75 million as of 
year-end. The inadequacy of property records did not allow the application of alternative 
procedures to determine the validity of the accounts. 
 
SIGNIFICANT COMMENTS AND RECOMMENDATIONS 
 
 It is worthy to note that thru the concerted effort of the Accounting and Treasury 
Personnel, the Year-end Pre and Post-Closing Trial Balances together with the Financial 
Statements and schedules were submitted on January 30, 2012. 
 
 The following are the significant comments and recommendations noted during 
our audit: 
 
1. Balance of cash accounts per cashbook and financial statements  showed  an 

unreconciled  difference of P 284,619.32. 
 
 We have recommended that the Municipal Treasurer and Municipal Accountant 
should try to work back again and reconcile their records. Henceforth, the balances 
per cashbook, financial statements and bank statements should be reconciled at the 
end of each month, and any discrepancy should be adjusted accordingly. 
 

2. The granting, utilization and liquidation of cash advances were not in accordance 
with COA Circular No. 97-002 as a result cash advances totaling to P5,294,850.84 
remained unliquidated as of year-end, thus, overstating the receivables account and 
understating the related expense or asset accounts in the financial statements. 

 
 We recommended that the Municipal Mayor, Municipal Accountant and the 
Municipal Treasurer demand the immediate submission of liquidation documents or 
the refund of any unused portion of the cash advances. The Municipal Mayor should 
also look into the possibility of withholding the salaries/benefits of the employees 
who fail to account or liquidate their cash advances. Cash advances should be granted 
only for the purposes authorized under COA Circular 97-002. 

 
 We also recommended that cash advances granted to the Municipal Treasurer be 
limited to payment of salaries and petty expenses. 

 
3. The existence and reliability of recorded Property Plant and Equipment of 

P7,754,889.80 which represents 48% of total assets as of December 31, 2011 could 
not be ascertained due to non-conduct of physical inventory and the absence of 
reliable subsidiary ledgers to establish the accuracy of the balances. 

 
 We recommended that an Inventory Committee be created to conduct physical 
count of the properties of the Municipality and submit the report thereon to the 
Commission on Audit. In addition, Property, Plant and Equipment Ledger Card and 
Property Card be maintained for each class of property, plant and equipment as 
provided under Section 13 and 45 of the Manual on NGAS, Vol. II. 



  

 
 

Acknowledgement Receipt of Equipment should be accomplished by the officer/s or 
employee/s for the particular issued to them to easily pinpoints accountability and 
facilitate inventory taking. 
 

4. Charges to inventory expenses totaling P4,792,344.16 were not supported with 
Requisition Issue Slips as required under NGAS Vol. 1 of LGUs, thus, the legality, 
accuracy and validity of the charges to expenses could not be ascertained. 
 
 We recommended that the Municipal Accountant maintain Perpetual 
Records/Supplies Ledger Cards per stock as provided by NGAS to ensure fair 
presentation of inventory accounts in the financial statements. The Supply or Property 
Unit or the Municipal Treasurer as the case maybe should maintain Stock Cards to 
record all receipts and issuances. All purchases should be supported with Requisition 
Issue Slips and Summary Slips and Summary of Supplies and Materials Issued should 
be prepared and submitted to COA to support charges made to inventory expense 
accounts. 
 

5. Dormant accounts of P5,645,868.44 were being maintained in the books of the 
agency despite their doubtful existence, thereby, resulting in misstatements of 
financial statements. 
 
 The Municipal Accountant should exert more effort to establish existence and 
determine the accounts. Measures which include sending demand letters to debtors 
reminding them of their overdue obligations, should be made. If the receivables 
would be found uncollectible and unrecoverable, it should be written-off subject to 
rules and regulations of the COA. The request for authority to write-off the accounts 
outstanding for more than 10 years should be forwarded to the COA for evaluation as 
required by existing rules and regulations. 
 
 Also, the accounting unit should maintain complete and updated subsidiary 
ledgers for Receivables in accordance with Section 4(e) of the NGAS. 
 Accounting personnel should refrain from certifying as obligations those claims 
which are not supported with valid documents. 
 
 Other comments and recommendations are discussed in detail in Part II of this 
report. Comments and recommendations contained in this report were discussed with 
concerned officials of the Municipality. Management’s views and reactions were 
considered in this report, where they are appropriate. 
 
 
STATUS OF IMPLEMENTATION BY THE MUNICIPALITY OF PRIOR 
YEAR’S AUDIT RECOMMENDATIONS 
 
 Out of the thirty one (31) audit recommendations embodied in the 2010 Annual 
Audit Report, thirteen (13) or 42% was partially implemented, eighteen (18) or 58% 
were not implemented, of which seven (7) were reiterated in Part II of this report. 


