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Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Avenue, Quezon City

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees

AFP Retirement and Separation Benefits System

424 Capinpin Avenue, Camp General Emilio Aguinaldo
Quezon City, Metro Manila

We have audited the accompanying financial statements of AFP Retirement and
Separation Benefits System (AFPRSBS), which comprise the statement of financial
position as at 31 December 2013, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended and
a summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with Philippine Financial Reporting Standards and for such
internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with Generally Accepted Standard on
Auditing. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risks assessments,
the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide basis for our adverse audit opinion.
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Basis for Adverse Opinion

The System’s Financial Statements are not consolidated with the financial statements of
its subsidiaries and controlled entities where it has invested a total of P2.546 billion,
contrary to pertinent provisions of Philippine Accounting Standard (PAS 27).

The valuation and appraisal of assets worth P10.094 billion are not undertaken
regularly, as required under the pertinent PAS 36 and 39 to determine the sufficiency
and correctness of the allowance for decline in investment value amounting to P1.031
billion as at year-end.

Discrepancies totaling to P199.201 million between the balances in the general ledger
(GL) controlling accounts and the subsidiary ledger (SL) schedules of accounts totaling
to P10.981 billion cast doubt on the reliability and accuracy of the balances of accounts
reflected in the financial statements.

Cash in bank (CIB) account balance per book differed by P3.147 million against the
balances confirmed by the concerned banks and financial institution. Bank
reconciliation is not regularly done thereby creating doubt on the accuracy of the
account balance totaling P126.640 million.

Other matters

We draw attention to the memorandum of the Governance Commission on Government-
Owned or Controlled Corporation dated May, 2013, classifying the System as
dissolved/liquidated/ inactive. Moreover, the System’s Networth of P 10.477 billion as of
December 31, 2013 may not be sufficient to comply with the provisions of Executive
Order No. 590, as amended, de-activating the System and directing the transfer of its
assets in trust to a Government Financial Institution.

Opinion

In our opinion, because of the significance of the matters discussed in the basis for
Adverse Opinion paragraphs, the financial statements referred to above do not present
fairly, in all material respects, the financial position of the AFP Retirement and
Separation Benefits System (AFPRSBS) as at 31 December 2013, and its financial
performance and its cash flows for the year then ended in accordance with the
generally accepted accounting principles in the Philippines.

COMMISSION ON AUDIT

JULIA é MORENO
Supervising Auditor

12 May 2014




