
 

  

 
EXECUTIVE  SUMMARY 

 
 
INTRODUCTION 
 

Luba, founded in 1912 or probably earlier, finally appeared in the population 
census in 1918 but the earliest known settlement in the Municipality of Luba was in 
Barit.  One and a half centuries earlier, the core settlement at Barit has gradually 
transformed into a “pueblo” in the middle part of the 18th century and believed to be a 
part of the military district of Villavieja. 

 
The first capital of the town and seat of the municipal government was in Luzong, 

four kilometers away from the original settlement at Barit.  But in 1920, Caoatig Valera, 
the third “president” of the Municipality of Luba transferred the town capital to Bancagan 
(now Poblacion) in answer to the clamor of some influential people in that sitio. 

 
Like any other municipality, the Municipality of Luba derives its mandate from 

Republic Act No. 7160, the Local Government Code of 1991.  The Code empowers 
Local Government Units to exercise efficient and effective governance essential to the 
promotion of the welfare and the provision of basic services and facilities to its 
constituents.  

 
Luba is classified as 5th class municipality, headed by Hon. Mayor Marcelo A. 

Biscarra and supported by twelve (12) elected officials, thirty four (34) permanent 
employees and  casual employees. 
 
FINANCIAL HIGHLIGHTS 
  

For the year under review, the municipality estimated to realize an income of       
P=  31,991,432.69 (Regular Annual Budget), P2,523,541.00 (Supplemental Budget 2011-
01); P1,670,940.80 (Supplemental Budget 2011-02); P3,023,541.00 (Supplemental 
Budget 2011-03), or a total of P39,209,455.49. 

 
Total appropriations for the year of P=  39,209,455.49 was passed and intended for 

the personal services and maintenance and other operating expenses of offices and 
departments of the agency.  Expenditures for  this year amounting  to  P=  32,269,911.90 
showed   decrease  of   P= 4,721,543.38   from  that  of  2010 which  amounted  to   P=  
36,991,455.28. 

 
As  of  December 31, 2011,  the  agency had  total  assets  of P 60,879,902.46, 

total  liabilities  of P=  13,072,797.71  and  a  residual  equity  of P=  47,807,104.75.  This 
year’s   assets and equity increased   by P=  24,281,090.98 and P=  26,640,865.01, 
respectively, while liabilities decreased by P=  2,359,774.03. 
 
 
 



 

  

 
SCOPE  OF  AUDIT 
 
            The objectives  of  the audit  were  to  ascertain  the  propriety  of  financial  
transactions  and  compliance  of  the  agency  to  prescribed  regulations.  It  was  also  to  
ascertain  the  accuracy  of  financial  records  and  reports  as  well  as  the fairness  of  
the  presentation of  the  financial  statements. 
 
OPINION OF THE 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  the  reasons stated in the Audit 
Certificate. 
 
SUMMARY  OF  SIGNIFICANT  FINDINGS  AND  RECOMMENDATIONS 
 
1.  The Granting, Utilization and Liquidation of Cash Advances were not in accordance 
with COA Circular 97-002. 
 

We recommended the following: 
  
•The Municipal Mayor should submit liquidation papers for his unliquidated cash 

advances and that elective officials  should be granted cash advances only for travelling 
expenses;  

•Disbursement vouchers on the grant of cash advance should bear the specific 
purpose for which the cash advance was availed; 

•Granting of cash advances for infrastructure projects should be stopped; 
•Rules and regulations on the grant of utilization of cash advance should be 

strictly adhered to; 
•The Municipal Treasurer should be granted only cash advances for salaries and 

wages and for legally specific purpose.  Moreover, the disbursement vouchers for the 
liquidation of cash advances other than salaries and wages & travelling expense should 
be properly documented.. 

 
2.  Fuel consumption amounting to P 2.5 million was not regulated and no amount was 
appropriated in the 2011 budget.   
 

We recommended that fully accomplished Driver’s Trip Ticket be prepared to 
ensure proper use of government vehicle and consumption of fuel.  A summary of 
Driver’s Trip Ticket  shall  be made at the end of the month in a Monthly Report of 
Official travels, a copy of which should be  submitted to this Office. 

 
We also recommended that expenditures should be limited to what is included in 

the budget. If there are items or expenditures not included in the budget which are 
deemed necessary in the operations of the municipality, a supplemental budget for said 
expenditures should be prepared and approved by the Sangguniang Panlalawigan. 



 

  

 
3. Disbursements for infrastructure projects totaling P0.7 million were not properly 
documented in violation of  Section 4.6 of PD 1445 thus, casting doubt on the legality 
and propriety of the transactions. 

 
We recommended that the Municipal Accountant see to it that all disbursement 

vouchers are  supported with complete documentation before payment. We also 
recommended that the Budget Officer should prepare and properly accomplish the 
Obligation Request to properly monitor expenses.  

 
4. Job orders totaling 3.17 million were not supported with Sanggunian Bayan 
authorization/resolution, Contracts of Job Orders and Obligation Requests in violation of  
RA 7160, CSC Resolution No. 021480  and PD 1445 hence, the necessity and legality of 
hiring job order employees and the propriety of payment could not be evaluated. 
 

We recommended that a Sangguniang Bayan Authorization/Resolution should be 
passed before the hiring of job orders and the  Municipal Accountant should see to it that 
all disbursement vouchers are properly supported with complete documentation. The 
Budget Officer should properly accomplish the Obligation Requests attached to the 
disbursement vouchers.   

 
5.  Non-compliance with Tax Laws 
 

We recommended that purchases of supplies and materials should be made 
through the prescribed modes of procurement under R.A. 9184, and that all payments for 
goods and services should be subjected to withholding taxes except those expressly 
exempted by Revenue Regulations No. 16-2005 and No. 2-98.   
 
6.  Idle Fund – LBP Account No. 1032-1100-68(RPTA Loan & Grant) – P110,494.18 
 

We recommended that the dormant account be reverted to the General Fund 
pursuant to the General Appropriations Act of 2011 to be re appropriated to other 
identified priority concerns which are feasible for implementation and to avoid the 
accumulation of future bank service charges. 

 
7.  An Annual Procurement Plan was not prepared. 
 
               We recommended that the Municipal Mayor   instruct the  department heads to 
prepare and submit  their  Annual Procurement Plan.  The Municipal Budget Officer 
should see to it that the Annual Procurement Plan is consistent with their duly approved 
yearly budget 
 
8. Procurement of goods and materials for infrastructure projects  were not in accordance 
with Republic Act No. 9184 – P  5.3Million 
 

We recommended that the Bids and Awards Committee comply with the 
regulations on procurement through shopping. Procurement above the threshold should 
be done through competitive bidding pursuant to the  provisions of  RA 9184 and 



 

  

splitting by dividing the purchases into smaller quantities and amounts for the purpose of 
circumventing the requirements of law especially the necessity of public bidding and the 
requirements for the alternative methods of procurement shall not be resorted to.  

 
Likewise, agency officials should explain the reasons for exceeding the 

procedural limits provided under RA 9184. We also recommend that for purchases above 
the thresholds for shopping, public bidding should be resorted to.  
 
9. Monthly Cash Collections were not deposited intact  to their authorized depository 
bank in violation to Section 32 of the NGAS for Local Government Unit Vol. 1. 
 

We recommended that the Municipal Mayor instruct the Municipal Treasurer to 
deposit intact to their authorized depository bank the total amount of monthly cash 
collections as stated in Section 32 of the Manual on the New Government Accounting 
System, Vol. 1. 

 
10.  Unsubmitted Disbursement Vouchers for audit in violation of Section 100 of PD 
1445.  - 2.3million 
 

 We recommended  that the Local Chief Executive instruct the Municipal  
Accountant to submit their monthly reports  together with the paid 
vouchers/payrolls/official receipts in accordance with the provisions of Section 100 of 
P.D. 1445.   
 
11. Projects implemented from the Local Development Fund were not in accordance 
with DILG DBM Joint Memorandum Circular No. 2011-1 dated April 13, 2011.  
 

We recommended that the Municipal Mayor ensure that the 20% Development 
Fund be  utilized for programs, projects and activities that  help achieve  socio, economic  
and environment development in the community in compliance with the DILG DBM 
Joint Memorandum Circular No. 2011-1 dated April 13, 2011. 
 
12. Gender issues affecting the welfare of constituents were addressed by the agency 
through the implementation of projects addressing Gender and Development (GAD)..  

 
           We commended the agency for complying with the requirement of allocating 5%  
of the annual appropriation for the implementation of the GAD and disbursing said fund 
for program, projects and activities that promote gender equality. 
 
STATUS OF IMPLEMENTATION BY THE AUDITEE OF PRIOR YEAR’S AUDIT 
RECOMMENDATIONS 
 
          Out  of  the eleven (11) prior year’s audit recommendations embodied  in  the 2010  
Annual  Audit  Report,  one (1) or  9%  was  implemented, nine (9) or 81% were partially 
implemented  and  one (1)  or  9%  was  not implemented   of which eight (8) were 
reiterated.  Management actions if any and reasons for non- implementation are discussed 
in Part – III of this report. 
 


