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																	Annex A

AFP – RETIREMENT AND SEPARATION BENEFITS SYSTEM
424 Capinpin Avenue, Camp General Emilio Aguinaldo, Quezon City, Metro Manila

AGENCY ACTION PLAN and STATUS OF IMPLEMENTATION
Audit Observations and Recommendations
For the Calendar Year 2013
As of _______________________
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Agency sign-off:													


_________________________________      ____________________                                                     
  Name and Position of Agency Officer                           Date                                                                                                                                            


Note:  Status of Implementation may either be (a) Fully Implemented (FI,  (b)  Ongoing (O),  (c) Not Implemented (NI),  (d) Partially Implemented (PI), or  (e)  Delayed (D)
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The Secretary of the Department of Budget and Management
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The National Library
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Republic of the Philippines
COMMISSION ON AUDIT
Commonwealth Ave., Quezon City
Corporate Government Sector
Cluster 2 — Social Security Services and Housing

July 15, 2014

The Board of Trustees

AFP Retirement and Separation Benefits System

424 Capinpin Avenue, Camp General Emilio Aguinaldo
Quezon City

Gentlemen:

Pursuant to Section 2, Article IX-D of the Philippine Constitution and Section 43 of
Presidential Decree No. 1445, otherwise known as the Government Auditing Code of
the Philippines, we transmit herewith our report on the results of the audit of the
accounts and transactions of the AFP Retirement and Separations Benefit System
(AFPRSBS) for the year ended December 31, 2013.

The report consists of the Independent Auditor's Report, the Audited Financial
Statements, the Observations and Recommendations, and the Status of
Implementation of Prior Year's Audit Recommendations.

The Auditor expressed an adverse opinion on the fairess of the presentation of the
financial statements of the AFPRSBS because of the following:

1. 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).

2. 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.

3 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 doubts on the
reliability and accuracy of the balances of accounts reflected in the
financial statements.

4. 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.

The significant observations and recommendations that need immediate action are as
follows:

1 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-
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activating the System and directing the transfer of its assets in trust to a Government
Financial Institution. Moreover, the Governance Commission on Government-Owned
or Controlled Corporation (GCG), per Memorandum Order No.2013-26 dated May,
2013, classified the System as dissolved/liquidated/ inactive. (Observation No. 1)

1.1 We recommended that Management immediately comply with the provisions of
EO 590 and 590-A to put into action the winding down of the System.

2. The Supreme Court’s decision declaring the 16 lots located in General Santos
City with a book value of P174.175 million as part of the Magsaysay public park is a big
loss to the System and to the AFP military personnel, who are the rightful
owners/beneficiaries of the RSBS funds. (Observation No.4)

2:1 We recommended that Management:
a. Conduct an investigation on the officers and employees who failed to

exercise the degree of diligence required in the performance and
discharge of their duties as stated in Section 4 (a) and (b) of Republic

Act6713;

b. Institute appropriate legal actions or impose sanctions on erring officers
and employees in conformity with paragraph (a) of Section 11 of R.A.
6713; and

c: Make available all documents pertaining to the purchase of subject lots

for post-audit purposes for issuance of Notice of Charge as necessary.

The other audit observations together with the recommended courses of action which
were discussed by the Audit Team with concerned Management officials and staff
during the exit conference conducted on May 30, 2014 are discussed in detail in Part Il
of the report.

In a letter of even date, we respectfully requested the General Manager of AFPRSBS
that the recommendations contained in Part Il of the report be implemented and that
this Commission be informed of the actions taken thereon by accomplishing the Agency
Action Plan and Status of Implementation Form (copy attached) and retuming the same
to us within 60 days from the date of receipt hereof.

We acknowledge the support and cooperation that the Management extended to the
Audit Team, thus facilitating the completion of the report.

Very truly yours,

COMMISSION ON AUDIT

By:

. ADELINO
Director IV
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Republic of the Philippines
COMMISSION ON AUDIT
‘Commonwealth Ave., Quezon City
Corporate Government Sector
Cluster 2 — Social Security Services and Housing

July 15,2014

COL. NORMAN C. LEGASPI (RET)

President and Chief Executive Officer

AFP Retirement and Separation Benefits System

424 Capinpin Avenue, Camp General Emilio Aguinaldo
Quezon City

Dear Sir:

Pursuant to Section 2, Article IX-D of the Philippine Constitution and Section 43 of
Presidential Decree No. 1445, otherwise known as the Govemment Auditing Code of
the Philippines, we transmit herewith our report on the results of the audit of the
accounts and operations of the AFP Retirement and Separations Benefit System
(AFPRSBS) for the year ended December 31, 2013.

The report consists of the Independent Auditor's Report, the Audited Financial
Statements, the Observations and Recommendations, and the Status of
Implementation of Prior Year's Audit Recommendations.

The Auditor expressed an adverse opinion on the faimess of the presentation of the
financial statements of the AFPRSBS because of the following:

1. 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).

2 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.

3. 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 doubts on the
reliability and accuracy of the balances of accounts reflected in the
financial statements.

4. 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.

The significant observations and recommendations that need immediate action are as
follows:
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1. 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 Govemment
Financial Institution. . Moreover, the Governance Commission on Government-Owned
or Controlled Corporation (GCG), per Memorandum Order No.2013-26 dated May,
2013, classified the System as dissolved/liquidated/ inactive. (Observation No. 1)

1.1 We recommended that Management immediately comply with the provisions of
EO 590 and 590-A to put into action the winding down of the System.

z The Supreme Court's decision declaring the 16 lots located in General Santos
City with a book value of P174.175 million as part of the Magsaysay public park is a big
loss to the System and to the AFP military personnel, who are the rightful
owners/beneficiaries of the RSBS funds. (Observation No.4)

22  We recommended that Management:

a. Conduct an investigation on the officers and employees who failed to
exercise the degree of diligence required in the performance and
discharge of their duties as stated in Section 4 (a) and (b) of Republic
Act6713;

b. Institute appropriate legal actions or impose sanctions on erring officers
and employees in conformity with paragraph (a) of Section 11 of RA.
6713; and

. Make available all documents pertaining to the purchase of subject lots
for post-audit purposes for issuance of Notice of Charge as necessary.

The other audit observations together with the recommended courses of action which
were discussed by the Audit Team with concemed Management officials and staff
during the exit conference conducted on May 30,2014 are discussed in detail in Part Il
of the report.

We respectfully request that the recommendations contained in Part Il of the report be
implemented and that this Commission be informed of the actions taken thereon by
accomplishing the Agency Action Plan and Status of Implementation Form (copy
attached) and returing the same to us within 60 days from the date of receipt hereof.
We acknowledge the support and cooperation that the Management extended to the
Audit Team, thus facilitating the completion of the report.

Very truly yours,

COMMISSION ON AUDIT

By:

MAR' ADELINO
Director IV




