STATUS OF IMPLEMENTATION OF PRIOR YEARS’ AUDIT RECOMMENDATIONS

Out of the 50 audit recommendations embodied in the Calendar Year (CY) 2021 Annual Audit Report (AAR), 30 were implemented and 20 were not implemented. Of the total unimplemented recommendations, 20 were reiterated in Part II of this Report.  The details are presented as follows:
	Reference
	Observations
	Recommendations
	Actions taken/comments

	CY 2021 AAR, Audit Observation (AO) No. 1, Page 42
	The absence of accounting policy as basis for the estimation of Allowance for Impairment constitutes a departure from the Philippine Financial Reporting Standards (PFRS) 9 – Financial Instruments which resulted in the overstatement by undetermined amounts of the Receivables, Loans receivable, Installment contracts receivable, Advances to subsidiaries and associates, and Investment in bonds stated at P826.448 million, P1.046 billion, P273.571 million, P22.497 million, and P2.375 billion, respectively, in the financial statements (FS) as at December 31, 2021.


	a. Revisit the procedure/s implemented in the estimation of expected credit loss (ECL) and formulate an enhanced accounting policy to be used and applied by the AFPRSBS as basis in the estimation of ECL for its financial assets in accordance with PFRS 9; and

b. Prepare an adjusting entry to reflect the correct amount of Allowance for impairment loss based on the updated accounting policy in accordance with PFRS 9, and accordingly, revise the related disclosures in the Notes to the FS.
	All the recommendations were not implemented.
The AO is reiterated and modified under Observations and Recommendations No. 3, Part II of this Report.


	CY 2021 AAR, AO No. 2, Page 45
	The correctness and fair presentation of the balance of the Investments in Real Estate account in the FS with net carrying value of P1.730 billion as at December 31, 2021 could not be ascertained due to: a) unreconciled variances between the total land area per records and actual inventory of Transfer Certificates of Title (TCTs) of 2,448,871 square meters or equivalent to net amount of P768.743 million; and b) unrecorded seven (7) projects/properties consisting of 120 TCTs in the books.
	a. Require the concerned personnel to prioritize the reconciliation of the noted variances between the total land area per physical inventory of TCTs and per records of the Investments in Real Estate account; 

b. Accordingly, record in the books the listed/identified assets based on the result of the reconciliation that are duly supported with proofs of ownership to adjust the balance of the Investments in Real Estate account; and

c. Submit to the Audit Team a copy of the updated reconciliation report and adjusting journal entries for validation.


	All the recommendations were not implemented.
The AO is reiterated with modifications under Observations and Recommendations No. 5, Part II of this Report.


	CY 2021 AAR, AO No. 3, Page 48
	The accuracy and fair presentation of the Members’ Contributions (MCs) Payable and Estimated Liability on Earnings of MCs accounts in the FS amounting to P2.295 billion and P941.072 million, respectively, as at December 31, 2021, could not be established due to the presence of unreconciled amount of P596.622 million between the general ledger (GL) and subsidiary ledger (SL) balances.  Likewise, the unreconciled amount was not supported with schedules and/or complete list of members with outstanding balance.
	a. Reconcile the Integrated Financial Management System SLs with the books of accounts/GL maintained by the Accounting Department (AD) in preparation for the transfer of MCs records to the Government Financial Institution Trustee in accordance with Executive Order Nos. 590 and 590-A, as amended by Memorandum Order (MO) No. 90; and

b. Designate specific personnel who will focus on the reconciliation of accounts including the preparation of the complete schedule and/or list of members with outstanding balances to support the balances of the MCs payable and the Estimated liability on MCs earnings accounts.


	Both recommendations were not implemented.
The AO is reiterated under Observations and Recommendations No. 4, Part II of this Report.


	CY 2021 AAR, AO No. 4, Page 53
	The FS of the AFPRSBS and that of its active subsidiaries where it has invested a total of P993.927 million were not consolidated. Accordingly, the parent and subsidiary reciprocal accounts were not eliminated, contrary to the pertinent provisions of PFRS 10 - Consolidated Financial Statements.  Hence, the AFPRSBS FS do not present reliable and accurate financial condition and results of its operations as at and for the year ended December 31, 2021.


	a. Prepare the consolidated FS to include the assets, liabilities, and results of operations of its active subsidiaries in compliance with the provisions of PFRS 10; and

b. Eliminate all parent and subsidiary reciprocal account balances during the process of consolidation to ensure accurate presentation of the Investment in Subsidiaries and Associates account in the FS.


	Both recommendations were not implemented

The AO is reiterated with modifications under Observations and Recommendations No. 2, Part II of this Report.


	CY 2021 AAR, AO No. 5, Page 57
	The faithful representation of the Property and Equipment (PE) account balance in the FS with a total net book value of P33.688 million as at December 31, 2021, could not be ascertained due to: a) unreconciled difference between the GL and Report on the Physical Count of Property, Plant and Equipment (RPCPPE) in the amount of P55.671 million; and b) unreconciled differences between the GL and SL balances in the amount of P7.479 million.  
	a. AD and the General Services Department to reconcile the discrepancy between the accounting records and the RPCPPE, which as at December 31, 2021, amounted to P55.671 million, and prepare and submit a copy of the corresponding report to the Audit Team for its validation;

b. AD to:

i. Reconcile the variances between the GL and the SL balances amounting to P7.479 million as at December 31, 2021, and submit copies of the updated and reconciled SLs and GL to the Audit Team for verification; and

ii. Maintain Property Plant and Equipment Ledger Cards to record the data on acquisition, description, custody, estimated useful life, depreciation, impairment loss, disposal, and other information about the PE items.

c. Adhere to the procedural guidelines in Commission on Audit (COA) Circular No. 2020-006 in the conduct of inventory taking and file a request for authority to derecognize non-existing/missing PEs to the COA; and

d. Effect the necessary adjusting entries, if any, to reflect the correct balance of the PE account in the FS.

	Not implemented

The AO is reiterated with modifications under Observations and Recommendations No. 9, Part II of this Report.
Not implemented

The AO is reiterated with modifications under Observations and Recommendations No. 9, Part II of this Report.
Implemented

Not implemented

The AO is reiterated with modifications under Observations and Recommendations No. 9, Part II of this Report.
Not implemented

The AO is reiterated with modifications under Observations and Recommendations No. 9, Part II of this Report.


	CY 2021 AAR, AO No. 6, Page 60
	Regular expenses for fuel and oil amounting to P0.798 million were paid through Petty Cash Fund and procurement was not thru public bidding or any of the alternative modes of procurement, contrary to the guidelines set forth in Republic Act (RA) No. 9184 and its 2016 Revised Implementing Rules and Regulation (RIRR).


	a. Discontinue the procurement of fuel and oil through Petty Cash Fund; and 

b. Strictly observe the proper procedures and appropriate mode of procurement in the purchase of gasoline as prescribed in RA No. 9184 and its RIRR.
	Both recommendations were implemented.


	CY 2021 AAR, AO No. 7, Page 62
	Contributions withheld from AFPRSBS’ employees representing Social Security System (SSS)/Philippine Health Insurance Corporation (PhilHealth) and Home Development Mutual Fund (HDMF) in the aggregate amount of P493,335 and P90,996, respectively, as at December 31, 2021, were not remitted to the respective agencies, thus, member beneficiaries may be deprived of the social security benefits, affordable medical care, housing benefits and other privileges that could be derived therefrom.

	a. Trace and reconcile the balance of the aforesaid accounts to determine the unremitted contributions in prior years; 

b. Immediately remit the respective unremitted contributions to SSS, PhilHealth and HDMF; and

c. Ensure that amounts withheld from employees’ salaries are promptly remitted to SSS, PhilHealth and HDMF.
	All the recommendations were implemented.


	CY 2021 AAR, AO No. 8, Page 64
	Taxes withheld from employees’ compensation, brokers, suppliers, and contractors/consultants in the amount of P2.091 million, P0.974 million, P248,331 and P149,833, respectively, remained unremitted, contrary to Bureau of Internal Revenue (BIR) Revenue Memorandum Circular (RMC) No. 23-2012.  Also, undue delay in the remittance of taxes resulted in the accumulation of the Due to BIR account, which may subject the AFPRSBS and the responsible officials to penalties and surcharges. Consequently, the goal of the national government to promptly collect taxes which is necessary for the allocation of funds for its programs may be affected.


	a. Prioritize the reconciliation of the balances and transactions pertaining to the subject accounts due to the BIR; and

b. Immediately remit to the BIR all the taxes withheld in compliance with RMC No. 23-2012 dated May 8, 2012, which is consistent with the pertinent provisions of RA No. 8424.
	Both recommendations were implemented.



	CY 2021 AAR, AO No. 9, Page 65
	Thirteen (13) procurement contracts amounting to P6.942 million awarded by AFPRSBS in CY 2021 (a) were not submitted within the reglementary period of five working days from the execution of the contract, contrary to Section 3.1.1 of COA Circular No. 2009-001; and (b) not completely documented, as required under and Section 4.6 of Presidential Decree (PD) No. 1445.  Likewise, the procurement of the said contracts is not compliant with the 2016 RIRR of RA No. 9184.
	a. Strictly comply with the provision of COA Circular No. 2009-001 for the prompt submission of contracts and their supporting documents so that the auditorial, legal and technical reviews can be conducted timely;
b. Submit the signed contracts and supporting documents for the procurement of repair of drainage lines and manholes, and construction of basketball and tennis court; and

c. Strictly comply with the requirements of Section 4.6 of PD No.1445 in relation to COA Circular No. 2009-001 and the provisions of the 2016 RIRR of RA No. 9184 in succeeding procurements.


	All the recommendations were implemented.


	CY 2021 AAR, AO No. 10, Page 68
	The AFPRSBS’ copies of the annual Gender and Development (GAD) Plan and Budget (GPB) and GAD Accomplishment Report for CY 2021 were not submitted to the COA Audit Team within the reglementary period as required under Section 1.2.5.3 of Philippine Commission on Women (PCW) Memorandum Circular No. 2020-05 and COA Circular No. 2014-001, thus, prompt review of the GAD accomplishments vis-à-vis targeted activities was not conducted.


	a. Coordinate with the PCW on the review and approval of the GPB to be able to secure a copy of the authenticated PCW-endorsed GPB and submit the same to the COA Audit Team for audit; and

b. Adhere to COA Circular No. 2014-001 on the timely submission of the GPB and GAD Accomplishment Report to the COA Audit Team.
	Both recommendations were implemented.


	CY 2021 AAR, AO No. 11, Page 70
	The AFPRSBS’ liquidation and winding down may be prolonged as planned due to the pending transfer of the 1,365 TCTs in the name of AFPRSBS despite acquiring ownership over the assets, contrary to MO No. 90, s. 2016, thus, affecting/delaying the prompt disposal of its properties at the highest recoverable value to raise funds as part of their liquidation plan.
	a. Require the department/division concerned to expedite the consolidation process of the titles of the various properties in favor of the AFPRSBS to safeguard its ownership and facilitate its disposal in pursuance to its winding down and liquidation plan; and

b. Make a representation and appeal with the Department of Agrarian Reform/Department of Environment and Natural Resources to consider the continuous conversion of the remaining acquired agricultural lands until such time that the issues on the TCTs are properly addressed to facilitate the land transfer to AFPRSBS.


	Both recommendations were implemented.


	CY 2020 AAR, AO No. 3, Page 50
	Deficiencies were noted in the accounting treatment for transactions related to the foreclosed properties consisting of a parcel of land and 329 units in Royal Plaza Twin Tower amounting to P361 million.

A.
A parcel of land and 329 units in Royal Plaza Twin Tower which were previously foreclosed by the AFPRSBS amounting to P361 million were recorded as part of Loans Receivable-Accounts under Litigation instead of Investment Property, contrary to Paragraphs 5 and 16 of Philippine Accounting Standard (PAS) 40, understating the Investment Property and Accumulated Depreciation accounts as at December 31, 2020, and Depreciation Expense account for CY 2020.

B.
The waived penalties amounting to P248.607 million on the restructured commercial loan account were not reinstated despite the borrower’s failure to comply with the terms and conditions of the Amendment to Loan Agreement dated December 21, 2001, thus, understating the Loans receivable – Past Due Commercial Loan account and the related income account by the same amount.


	a. Enforce collection of the adjusted balance of commercial loan to the spouses who are key officers of the Corporation in accordance with the Joint and Several Suretyship;

b. Cause the consolidation of the land title in the name of the AFPRSBS; and

c. Finalize the terms of the amicable settlement with the borrower in relation to the annulment of foreclosure sale filed by the latter against AFPRSBS. 
	All the recommendations were implemented. 



	CY 2020 AAR, AO No. 7, Page 63
	Revenue from the sale of real estate properties and real estate rentals amounting to P47.519 million and P131.664 million, respectively, were not subjected to Value-Added Tax (VAT), contrary to the pertinent provisions of the National Internal Revenue Code of 1997, as amended by RA No. 10963 or the Tax Reform for Acceleration and Inclusion Law, and Revenue Regulation (RR) No. 16-2005, as amended by RR No. 13-2018, thus, exposing the AFPRSBS to possible financial and legal consequences.


	Register under the VAT system to comply with pertinent provisions of RA No. 8424, or request for VAT exemption from the BIR for the possible issuance of VAT Exemption Certificate.
	Implemented

	CY 2020 AAR, AO No. 8, Page 66
	The development of a 571,479 square meters lot into a residential subdivision project was not completed, contrary to Article 1.3 of the Joint Venture Agreement (JVA) between the AFPRSBS and a certain Developer although the shares in the property were already transferred and titled in the name of the Developer. The termination of the JVA was not implemented in accordance with the AFPRSBS Board Approval Sheet Meeting No. 03-2014 dated March 31, 2014, thus, the property remained undeveloped and idle, which may adversely affect the sale of all the AFPRSBS real estate in line with its winding up activities.


	a. Implement the abrogation of the JVA as approved by the then Board of Trustees, or consider filing an action for damages against the Developer for breach of contract; and

b. Since the AFPRSBS is already under liquidation, consider disposing the AFPRSBS’ share through public bidding.

	Both recommendations were implemented.



	CY 2020 AAR, AO No. 15, Page 90
	The Certificate of Sale for the 329 units of Royal Plaza Twin Tower was already registered in the Registry of Deeds on March 14, 2013. However, the transfer of the said properties to AFPRSBS was not yet effected to date, thus, depriving the AFPRSBS of their right and interest over the property as well as the actual possession of the same.


	Expedite the transfer to the possession of the AFPRSBS the 329 units of Royal Plaza Twin Tower because the redemption period has already lapsed for almost seven years.
	Implemented 

	CY 2019 AAR, AO No. 1, Page 45
	Seventy-one GL accounts amounting to P9.873 billion are of doubtful validity due to non-submission of reliable schedules to support the accounts’ balances, contrary to Sections 112 and 121 of PD No. 1445 and Paragraph 15 of PAS 1. 
	a. Make a timetable for the preparation of Schedules and reconciliation of the said schedules with the controlling accounts to determine the correct and reliable account balances and strictly comply with the established timetable; and

b. As a result of reconciliation, effect the necessary adjustments in the books for fair presentation of the accounts in the FS.


	Both recommendations were implemented.


	CY 2019 AAR, AO No. 3, Page 49
	Dormant Accounts Receivables as at December 31, 2019 totaling to P955.148 million have remained outstanding for 11 to more than 20 years, thus, deprives the AFPRSBS of funds for its accelerated refund and payment of other obligations, contrary to COA Circular No. 2016-005. 
	a. Exhaust all available remedies to collect all long outstanding/ dormant/past due accounts and ensure proper documentation of accounts and coordination of concerned Agencies;

b. Devise other options and if warranted, resort to legal means to enforce settlement of accounts including those pertaining to prior years without request for write-off;

c. Document all efforts to collect the dormant accounts; and

d. When all efforts have failed, request the COA for write-off as provided for under COA Circular No. 2016-005 dated December 19, 2016.


	All the recommendations were not implemented.

The AO is reiterated with modifications under Observations and Recommendations No. 13, Part II of this Report.


	CY 2019 AAR, AO No. 4, Page 53
	The account balance of Unapplied receipts and Deferred credit amounting to P1.683 million and P10.316 million, respectively, under the Deposit and other liabilities account, cannot be relied upon because it has been long outstanding with no aging schedule.  Also, Unearned income-commutation account has an abnormal balance amounting to P11.388 million. These are contrary to Section 112 of PD No. 1445 and Paragraph 15 of PAS 1.
	a. Review documents supporting the payables to determine their validity and completeness and recognize all the undocumented payables which have been long outstanding as income;

b. Make the necessary adjusting entries in the books as a result of the reconciliation for fair presentation of the accounts in the FS; and

c. Prepare an aging schedule for the proper recognition of the corresponding income accounts.


	Implemented

Not implemented

The AO is reiterated with modifications under Observations and Recommendations No. 8, Part II of this Report.
Not implemented.

The AO is reiterated with modifications under Observations and Recommendations No. 8, Part II of this Report.


	CY 2019 AAR, AO No. 5, Page 54
	The AFPRSBS did not exercise due diligence in the examination of the title and documents presented by the former owner in connection with the acquisition of the 150 hectares agricultural lot. Further, it did not consider the possible disadvantages amounting to P284.237 million on the swapping of shares of stocks between Monterossa Development Corporation and an AFPRSBS’ subsidiary realty corporation in 1999, thus, unfavorable to the Members of the AFPRSBS and is inconsistent with Section 2 of PD No. 1445.


	a. Make the officers directly and indirectly involved in the corporates swap liable for the loss of P284.237 million; and

b. Prepare the necessary accounting of the sales price of the 120 condominium units and the interest from 1999 to present to expedite the execution of judgment in case it becomes final and executory. 

	Both recommendations were implemented.


	CY 2017 AAR, AO No. 12, page 71
	The AFPRSBS did not exercise due diligence and did not consider the limitations on the right of property ownership established by law in the acquisition of various real estate and assets as evidenced in the existence of various vast assets that remained idle and where no income were produced therefrom, thereby increasing the risk of losing its properties and monetary burden which is disadvantageous to the government and is repugnant with the mandate of Section 2 of PD No. 1445.

	Resolve the legal and documentation issues relative to Investments in real estate accounts to protect the rights and ownership of the AFPRSBS over the subject properties.


	Implemented



	CY 2015 AAR, AO No. 6, page 47

 
	A Joint Venture (JV) partner has unremitted collections and/or unreported sales cancellations amounting to P74.560 million under a JVA.  The recorded balance of Installment Contract Receivables (ICR)-Past Due and Retained Earnings (RE) was understated by P20.702 million as at December 31, 2015.


	a. Require the JV partner to produce a report highlighting the remaining outstanding ICR balances as at December 31, 2015, complete with all buyers’ information, total payments made by buyers from January 1, 2000 until December 31, 2015 and all cancellations of contracts to sell; and
b. Investigate/reconcile the unaccounted difference of P74.560 million and the understatement of ICR-Past Due and RE of P20.702 million and depending upon the result of such examination:
i. Adjust the books and records to reflect cancellations made by buyers and any other discrepancies noted; and/or

ii. Demand from the JV partner any unremitted collections with the appropriate penalties, interests and/or sanctions.

	Both recommendations were implemented.


	CY 2014 AAR, AO No. 7, page 55


	Deposits or Advances to Manila Electric Company (Meralco) for the installation of new lines and/or additional facilities totaling P12.357 million from 2006 to 2014 remained unrefunded, contrary to the agreements signed for the purpose, thus, unfavorable to the AFPRSBS. 
	Retrieve/produce all documents relative to the deposits made including proof of accomplishments then make personal representation with Meralco for the following:

i. The status of each service connection projects completed to determine the propriety of a refund; and

ii.  Any offsets made to be able to update its accounts.
	Not implemented

The AO is reiterated with modifications under Observations and Recommendations No. 10, Part II of this Report.
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