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Quezon City, Metro Manila
Report on the Audit of the Financial Statements
Disclaimer of Opinion
We were mandated to audit the financial statements of AFP Retirement and Separation Benefits System (System), which comprise the statements of financial position as at December 31, 2019 and 2018, and the statements of comprehensive income, statements of changes in equity and statements of cash flows for the years then ended, and notes to financial statements, including a summary of significant accounting policies.
We do not express an opinion on the accompanying financial statements of the System.   Because of the significance of the matter described in the Basis for Disclaimer of Opinion section of our report, we were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these financial statements.
Basis for Disclaimer of Opinion
There were no schedules provided for audit to support the balances of the receivable accounts amounting to ​P244.145 million for CY 2019 and P216.987 million for CY 2018; other asset accounts amounting to P28.533 million for CY 2019 and P29.667 million for CY 2018; allowance for doubtful accounts amounting to P308.357 million both for CYs 2019 and 2018; accounts payable, accrued expenses and other liability accounts amounting to P1.048 billion for CY 2019 and P1.050 billion for CY 2018 and equity accounts amounting to P8.244 billion for CY 2019 and P7.604 billion for CY 2018. Further, the members’ contributions payable account amounting to P7.268 billion for CY 2019 and P9.603 billion for CY 2018 and estimated liability on members’ contributions earnings account, amounting to P2.294 billion for CY 2019 and P3.216 billion for CY 2018, have no updated subsidiary ledgers. Because of the status of the accounting records, we were not able to apply alternative audit procedure to obtain sufficient evidence on the correctness of the balances of the affected accounts and determine whether any adjustments to these accounts were necessary. 
Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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.
In preparing the financial statements, management is responsible for assessing the System’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless management either intends to liquidate the System or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the System’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements
Our responsibility is to conduct an audit of the System’s financial statements in accordance with the International Standards of Supreme Audit Institutions and to issue an auditor’s report.  However, because of the matter described in the Basis for Disclaimer of Opinion section of our report, we were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these financial statements.
We are independent of the System in accordance with the ethical requirements that are relevant to our audit of the financial statements in the Philippines, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
Emphasis of Matter 

We draw attention to Note 2 to the financial statements in relation to Notes 7 and 20.   On April 19, 2016, pursuant to Memorandum Order No. 90 series of 2016, the System’s Board of Trustees convened as Board of Liquidators, approved the stoppage of the collection of five per cent members’ contribution and the accrual of interests thereon effective March 31, 2016.  The implementation of the Accelerated Refund of Members’ Contributions was approved by the Board of Liquidators on June 13, 2018. Consequently, it was approved by the Governance Commission for Government Owned or Controlled Corporations En Banc, subject to several conditions, as stated in its letter dated September 7, 2018.   Policies and procedures for the implementation of the Accelerated Refund Program were established in coordination with AFP Units and the System commenced the pay-out of Accelerated Refund starting January 2019.  The System stopped the granting of Advance Refund Loans as a result of the implementation of the Accelerated Refund of Members’ Contributions.  As at December 31, 2019, a total of P3.185 billion in principal and interests was refunded to 17,140 members/claimants.   We further draw attention to Note 2 to the financial statements which describes the hindered disposal of some assets due to the unavailability of the titles in the name of the System, some existing legal cases and the presence of illegal tenants on some of the raw lands that were acquired.   As a result, the projected profits and returns from these ventures may not be fully realized. The related effects of the adverse conditions, if any, could not be presently determined and will be reported in the financial statements as they become known and measurable. These may adversely affect the sufficiency of funds available for payment of members’ contributions and estimated liability on members’ contributions in relation to the ongoing liquidation of the System.  Because of the significance of the matters described in the Basis for Disclaimer of Opinion paragraph, it is inappropriate to and we do not express an opinion in respect of these matters.
Report on Other Legal and Regulatory Requirements 
We were mandated for the purpose of forming an opinion on the basic financial statements taken as a whole.  The supplementary information in Note 33 to the financial statements is presented for the purpose of filing with the Bureau of Internal Revenue and is not a required part of the basic financial statements.  Such supplementary information is the responsibility of management of the System.  Because of the significance of the matter described in the Basis for Disclaimer of Opinion paragraph, it is inappropriate to and we do not express an opinion on the supplementary information referred to above.
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