
 

 
 

EXECUTIVE SUMMARY 
 

INTRODUCTION 
 
The Municipality derives its mandate 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 of San Isidro is one of the fifth class municipalities of the 
Province of Abra.  It is composed of nine (9) barangays.  To exercise general supervision 
over the operation and affairs of the Municipality and to deliver basic services to its 
constituents, the Municipal government of San Isidro is headed by Honorable Mayor 
Ernesto M. Pacsa Jr. assisted by Vice Mayor Venerando Pacsa, Jr. and eight (8) 
Sangguniang Bayan Members.   It   has   a total    of 31 personnel   complement; 
composed   of    13 elective officials, 18 regular   employees. 

 
 
FINANCIAL HIGHLIGHTS 
 

As of December 31, 2011, the agency had total assets of P24,070,318.15, total 
liabilities of P13,560,284.18 and a residual equity of P10,463,200.50.  This year’s asset 
and liabilities increased by P7,591,765.85 and P7,603,355.82, respectively and residual 
equity decreased by P11,589.97. 

 
For the year under review, the Municipality estimated to realize an income of                          

P41,288,724.00, actual collections however, amounted to P 55,200,952.80. It 
appropriated the amount of P 41,288,724.00 which was utilized in various infrastructure 
projects, education, health and social services and basic and administrative services.  
Currently the Municipality maintains General Fund, Special Education Fund and Trust 
Fund Accounts. 

 
In addition, the appropriation for Share from Tobacco Excise Tax totaling 

P30,280,749.00 was used for various infrastructure projects and farm inputs for farmers. 
 

Total Operating Expenses for this year amounting to P24,410,643.38 showed a 
decrease of P1,495,066.35 from that of 2010 which amounted to P23,865,065.51. 

 
 

OPERATIONAL HIGHLIGHTS 
   

For the year 2011, the Municipality reported the following major 
accomplishments: 

 
 
 



 

 
 

Programs/Projects/Activities Amount 
20% Development Fund 
Infrastructure Development 
Rehab./Improvement of various Farm to Market 
Roads 
Purchase of Medicines & Medical Supplies 
Support to Special Projects 

 
 
 

P4,232,484.00 
269,850.00 
450,000.00 

Republic Act 7171 
Infrastructure Projects 
Rehab./Improvement of various Farm to Market 
Roads 
Purchase of various agricultural farm inputs 

 
 
 

P12,998,000.00 
13,804,026.00 

 
As discussed in Part II of this report, only two (2) concreting projects were 

inspected due to delayed submission of documents. 
 
 

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 conducted to 
ascertain the accuracy of financial records and reports as well as the fairness of the 
presentation of the financial statements. 
 
 
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 OBSERVATIONS AND RECOMMENDATIONS 
  
1. Depreciation for Property Plant and Equipment with a total cost of P4.6   has 

not been provided as required under Section 4 (o) of the New Government 
Accounting System Manual Volume I, resulting in the overvaluation of assets 
and understatement of depreciation expenses for the current year and 
Government Equity for the unrecorded depreciation for prior years. 

 
In view of the above observations, we recommended the following: 

 
a. The Municipal Mayor creates a committee to conduct   physical inventory 

count of the Property, Plant and Equipment to determine actual existence 
and condition of the properties pursuant to Section 124 of the NGAS 
Manual Volume 1.  



 

 
 

b. An updated and descriptive property card should be maintained   by the 
Property Office.  

c. Likewise, the Accounting Office should maintain Property Equipment 
Ledger Cards as required under the NGAS to provide informative data on 
Property, Plant and Equipment. 

d. After the conduct of physical inventory the Accounting office should 
compute for the depreciation using the estimated useful life under COA 
Circular 2003-007.  

e. The computed depreciation for prior years should be recorded as prior 
year’s adjustments.  

2. Funds received from the Share from Tobacco Excise Tax totaling P 30.30 million 
were erroneously recorded as Due to Other NGAs (416), resulting in the 
understatement of income and expenses and the results of operations. 

 
We recommended that the Municipal Accountant-Designate should take extra 

care in recording transactions and adhere to prescribed accounting regulations to 
present fairly the financial statements. We also recommend that share from excise tax 
should be recorded as income under the General Fund. 

 
3.  Completed Public Infrastructures costing P9.7 million were being maintained in 

the agency books in violation of the NGAS, resulting in overstatement of 
Property Plant and Equipment and Government Equity account.  

 
The Municipal Accountant-Designate should transfer the completed public 

infrastructures to Government Equity and record the same to the registry of public 
infrastructures 

 
We also recommended that the Office Buildings in the Trust Fund should be 

transferred to the General Fund.     
 
4. Paid disbursement vouchers totaling P 2.2 million were not submitted for audit 

in violation of Section 100 and 105 of Presidential Decree 1445 and Section 
7.2.1(a) of COA Circular 2009 -006, on the Rules and Regulations on Settlement 
of Accounts. 

We recommended that the Municipal Accountant submit the paid 
disbursement vouchers and henceforth, disbursement reports and journals should be 
submitted on time and supported with the corresponding disbursement vouchers. 

 
5. Expenses amounting to P54,160.00 were misclassified which resulted in 

misstatements of the accounts in the financial statements. 
  

We recommended that the Municipal Accountant-Designate should properly 
account for the expenses in accordance with provisions of the Manual on the NGAS 
in order to present fairly the financial statements. 



 

 
 

6. Cash advances granted in 2011 amounting to P700,000.00 remained 
unliquidated as of year-end and claims in excess of P15,000.00 totaling P15 
million were paid in cash in violation of Section 2.2 of COA Circular 97-002.  

 
We recommend that cash advances for infrastructure projects should not be 

granted and the implementation should be in accordance with the provisions of 
Republic Act 9184 and its Implementing Rules and Regulations. We recommended 
that the Municipal Treasurer should observe that payments above P15,000.00 should 
be through checks for the efficient and effective utilization of government funds and 
also to avoid big amount of cash advances and possible mishandling thereof. 

 
Other comments and recommendations were fully discussed in Part II of this 

report. 
 

STATUS OF IMPLEMENTATION BY THE MUNICIPALITY OF 
PRIOR YEARS’ AUDIT RECOMMENDATIONS 

 
Monitoring and evaluation made by the audit team on the status of 

implementation by management of audit recommendations in the 2011 Annual Audit 
Report showed that out of twenty two (22) recommendations, two (2) were implemented, 
four (4) were partially implemented and sixteen (16) were not acted upon. 


