
 

 
 

      
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 Juan is one of the fifth class municipalities of the 

Province of Abra.  It is composed of nineteen (19) barangays.  Its total appropriation for 
the year 2011 was P= 33,224,409.00 and utilized in various infrastructure, environment 
improvement, education, health and social services and basic and administrative 
development.  Annual gross income totaled P= 33,096,300.22. 

 
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 Juan is 
headed by Honorable Mayor Marco Bautista assisted by Vice Mayor Rosalinda B. Ortega 
and eight (8) Sangguniang Bayan Members.   It   has   a total    of 49 personnel   
complement. 

 
 

FINANCIAL HIGHLIGHTS 
 

The agency’s total assets of P= 20,840,628.10, liabilities of P=  12,160,397.55 and 
equity of P= 8,495,201.35 showed an increase of 90%, 362% and 4%, respectively, 
compared to last year’s figures.  Significant increase in total assets is attributed to 
erroneous balance of Due to Other Funds account (144) while increase in liability is 
attributed by erroneous balance of Due from Other Funds account (424) and unutilized 
funds from NGAs. 
 

For year 2011, the Municipality realized a total income from all sources of          
P= 33,096,300.22; of which 2 % or  P 677,312.22 came from local sources and 98% or     
P= 32,418,988.00 came from the national government in the forms of Internal Revenue 
Allotment, Tobacco Excise Taxes shares and Grants and Donations.  The significant 
decrease in income from P= 51,405,071.36 in 2010 is attributed to lower share from 
Tobacco Excise Tax and from Grants and Donations. 
 
 
OPERATIONAL HIGHLIGHTS 
   

To accelerate the social and economic development for the year 2011, the 
Municipality had appropriated P= 6,392,577.85 as 20% Economic Development Plan to 
finance its Annual Investment Plan for 2011. Other projects costing P= 1,719,708.00 



 

 
 

funded out of the provincial tobacco excise tax fund, P= 1,000,000.00 from Performance 
Challenge Fund and P= 15,000,000.00 from Priority Development Assistance Fund. 
 
SCOPE OF AUDIT 
 
 The audit covered the operations of the Municipality 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, to determine whether the plans, programs and 
activities for the year were attained in an efficient, economical and effective manner.  We 
also conducted compliance audit to check the validity and propriety of the transactions.  
Value for Money Audit  (VFM) and Gender and Development Implementation are also 
included in this  report. 
 
 
OPINION IN THE STATE AUDITOR’S REPORT ON THE FINANCIAL 
STATEMENTS 
 

The  Auditor  rendered  an  adverse  opinion  on  the  fairness  of  presentation of  
the  financial  statements  of  the  Municipality  for reasons enumerated in the audit 
certificate. 
 
 
SIGNIFICANT AUDIT FINDINGS AND RECOMMENDATIONS 
 
1. The Due from/to Other Fund accounts were erroneously debited and credited by P= 

6,722,077.50 and P= 6,522,077.50, respectively, and their year-end balances in the 
financial statements do not tally by P= 149,189.50, rendering the accuracy of the 
account balances in the financial statements doubtful. 

 
We have recommended that when funds are transferred from one bank to the other 
bank account under the same fund, the Accountant should refrain from using the Due 
from/to Other Funds accounts.  
 
The Municipal Accountant should exert effort in reconciling the unaccounted 
balances through a work back analysis of the recording of prior years’ transactions 
affecting the Due from/to Other Funds and effect necessary adjustments. 
 
Reconciliation of the accounts should be made regularly to check if balances are 
equal. 

 
2. The Municipality failed to reconcile results of physical count with the accounting 

records, thus rendering the balances of the Property, Plant and Equipment in the 
financial statements unreliable – P= 979,699.87. 

 
We have recommended and we reiterate that the Municipal Accountant reconcile its 
record with the results of physical inventory reports of properties to determine the 
nature of the discrepancies and record the adjustment, whichever is applicable.  



 

 
 

Missing properties should be excluded in the Report of Physical Count of Property, 
Plant and Equipment but reported in a separate report for the purpose of determining 
the officer responsible thereof.  An Inventory of Inspection Report for unserviceable 
properties should be submitted for inspection and evaluation, and dropped from the 
Report and in the financial statements thereafter.  
  
Property, Plant and Equipment Ledger Card (PPELC) and Property Cards (PC) shall 
be maintained by the accounting and treasury office, respectively, and shall be kept 
for each class of PPE to record the acquisition, description, custody, disposal and 
other information about the fixed assets from source documents. 

 
3. The Municipal Accountant failed to provide depreciation to Property, Plant and 

Equipment costing P= 9,246,015.51 as of December 31, 2011 thus affecting the fair 
presentation of said account in the financial statements.  

 
We have recommended that the Municipal Accountant - Designate provide 
depreciation expense on property, plant and equipment to present fairly the balances 
of accounts in the financial statements.  Likewise, Report on Physical Inventory of 
Property, Plant and Equipment shall be submitted to establish existence thereof.  
Moreover, the Municipal Accountant should record the depreciation for the 
acquisitions during the year. 
 

4. The general ledger and subsidiary ledger balances of the Due to NGAS account were 
understated by P= 97,461.10 due to erroneous postings.   

 
We have recommended that the Municipal Accountant exercise due care in recording 
transactions of the agency particularly those affecting the Due to NGAs account.   
Out-of-budget expenses should not be charged to Due to NGAs account but instead 
these should be charged to the operations of the agency.  The proposed adjusting 
journal entry should be recorded in the accounting books. 
 
 Management should abide by COA Circular No. 94-013 and Chapter V of NGAS 
Manual for LGUS on the Accounting for Trust Funds. 

 
5. Accuracy of the Cash in Bank account balances could not be ascertained due to non-

reconciliation of the general ledger balances with the cash book balances by              
P= 89,276.53 resulting from unrecorded and erroneous recording of transactions which 
could have been detected should bank reconciliation statements were prepared. 

 
We have recommended that the Municipal Accountant – Designate and Municipal 
Treasurer should trace the source of the discrepancy between the cashbook with that 
of the General Ledger of the Cash in Bank account balances at the beginning of the 
year and record all book reconciling items to bring the balances into agreement so 
that the correct balance of cash could be presented in the financial statements. 

 
6. Receivables and Payables recorded under various accounts remained dormant, thus 

raising doubt on the validity of the accounts of P= 237,678.26 and P= 831,670.47. 



 

 
 

 
We have recommended that the Local Chief Executive instruct the Municipal 
Accountant to revisit the accounting books in the past years and review and analyze 
the nature of the recorded transactions to the Receivable and Payable accounts and 
effect necessary adjustments, if any, to present fairly the financial statements.  She 
should determine the probability of collection of the receivables and if found to be 
uncollectible and unrecoverable, said assets should be written off subject to the COA 
rules and regulation.  Henceforth, subsidiary ledgers should be maintained by the 
Accounting Office to enable the agency control and analyze its financial information. 

 
The Municipal Accountant – Designate should revert to Government Equity all 
outstanding payables of more than two years and against which no actual claims have 
been filed and from which no documents could be substantiated.   
 

7. Procurement of various supplies and materials totaling P= 16,089,690.13 were not 
done through Competitive Bidding in violation of Section 10, Article IV of RA 9184, 
instead shopping was resorted to, although the cost of the purchases were above the 
thresholds, thus prices may not be the most advantageous to the Municipality. 
 
We have recommended that the members of the Bids and Awards Committee should 
familiarize themselves with the provisions of the Government Procurement Act or 
RA 9184 and ensure adherence thereof.  As a general rule, government procurement 
should be done through public bidding as required under RA 9184.  Alternative 
methods of procurement may be resorted to subject to prescribed limitations.  Agency 
officials should also explain the reasons for exceeding the thresholds for shopping 
and small value procurement provided under RA 9184.  Furthermore, all payments 
whether in check or in cash, should be made directly to suppliers. 
 

8. The Bids and Awards Committee awarded projects to contractors totaling                 
P= 28,919,538.50 who failed to submit technical requirements, bidders bond and 
performance bond. 

 
We have recommended that Municipal Accountant – Designate require the Bids and 
Awards Committee (BAC) to submit the lacking bidding documents.  The members 
of the BAC should familiarize themselves with the provisions of the Government 
Procurement Act or RA 9184. They should attend procurement trainings and 
workshops conducted by authorized trainers of Government Procurement Policy 
Board to broaden and apply their knowledge on the procurement activities of the local 
government unit. 
  

9. Implementation of cattle, pig and goat dispersal scheme totaling P= 1,000,000.00 
cannot be properly monitored due to lack of documentation. 

 
We have recommended that the Municipal Agricultural Officer accomplish and 
submit a copy of the notarized agreement between the LGU-San Juan and the 



 

 
 

beneficiaries, in order for the payback system of the project is enforced.  He should 
maintain Livestock Ledger Card to record the recipients of the animals for dispersal 
and the related payback in accordance to the provisions of COA Circular No. 84-239 
to monitor the implementation of the project and the achievement of objective of the 
project. If possible, the animals should be redistributed.   
 

10. Programs, Projects and Activities under the Annual Investment Plan for 20% 
Development Fund were not in accordance with DILG and DBM Joint Memorandum 
Circular No. 1 s. of 2005. 
 
We have recommended the Agency should include programs, projects and activities 
that are in accordance with DILG and DBM Joint Memorandum Circular No. 2011-1.  
We also recommend that all planned projects and activities are implemented and that 
the municipality should maintain a special account for the 20% Development fund as 
well as establish and maintain a complete set of subsidiary ledgers. 
 

11. Funds sourced from share on Internal Revenue Allotment, RA 7171 and national 
government agencies totaling P=  32,900,000.00 were utilized for projects that yield no 
permanent benefit to the constituents of the municipality. 
 
We have recommended that the Municipal Mayor hold a consultative meeting with 
the constituents to identify projects that are permanent in nature, essential and yield 
greater benefit to the people, which will be included in the annual budget of the 
municipality and/or requested for funding from national government agencies.  
 

12. Improvement of Farm to Market Roads for calendar years 2010 and 2011 were not 
economically, efficiently and effectively implemented resulting to substandard 
accomplishments and loss of government funds amounting to P= 3,989,984.20. 
 
We have recommended the following: 

  
• Agency officials require the contractors concerned to properly implement the 

projects as programmed or refund the cost of the deficiencies noted otherwise, 
these  will become the personal liabilities of the officials and employees who 
certified that the projects were 100% implemented according to plans and 
specifications. 
 

• Materials testing and strict supervision and monitoring should be required before 
payment of accomplishments to ensure the quality of the projects.  

 
• Projects should be properly identified before the preparation of Program of Work 

(POW).  The POWs prepared should be properly reviewed to check on over-
programming of the different work items. 
 



 

 
 

• Variation orders should be prepared in case and submitted for approval in 
accordance with the rules provided in RA 9184. 

 
 

STATUS OF IMPLEMENTATION OF PRIOR YEAR’S RECOMMENDATIONS 
 
 Out of 17 recommendations embodied in the 2010 and 2009 Annual Audit 
Reports, only one (1) was implemented, one (1) was partially implemented while 15 were 
not implemented of which eleven (11) were reiterated in this report. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


