STATUS OF IMPLEMENTATION OF PRIOR YEAR’S AUDIT RECOMMENDATIONS

Of the 102 audit recommendations issued last year, 46 were fully implemented, 33 were partially implemented and 23 were not implemented, as shown below:

	Reference
	Audit
	Status of Implementation

	
	Observations
	Recommendations
	

	CY 2019 AAR, Observation No. 1,

pages 36-38
	The accuracy, existence and reliability of the year-end balance of Loans Receivable – Power Sector Assets and Liabilities Management (PSALM) amounting to P2.155 billion is doubtful due to unreconciled variance amounting to P350.329 million between National Electrification Administration (NEA) books and PSALM as disclosed in its Notes to Financial Statements contrary to Appendix B of International Public Sector Accounting Standards (IPSAS) 1 – Presentation of Financial Statements. The Impairment Loss provided was recognized as prior period adjustment instead of current year as required by Paragraph 67 of IPSAS 29 – Financial Instruments: Recognition and Measurement, resulting in understatement of Impairment Loss account by P350.329 million and overstatement of Prior Period Adjustment account by the same amount.

	a. Follow up with the Office of the Government Corporate Counsel (OGCC) on the status of the arbitration case between NEA and PSALM after which, adjust in the books upon receipt of the decision from the OGCC upon confirmation by the Secretary of Justice; and

b. Recognize provision of Impairment Loss for Loans Receivable – PSALM considering the current condition at reporting period.


	Partially Implemented

No update received from the OGCC yet.

Fully Implemented



	CY 2019 AAR, Observation No. 2,

pages 38-39
	The validity of adjustment made on government equity from Prior Period Adjustments amounting to P20.336 million without supporting documents is doubtful and the corresponding credit to Capital Stock account was not reflected in the Statement of Changes in Net Assets/Equity which is not in accordance with Section 3.10 of the Conceptual Framework for General Purpose Financial Reporting (GPFR) by Public Sector Entities.


	Revert the adjusting entry made without supporting documents and to ensure that all adjustments recorded in the books are properly supported
	Fully Implemented



	CY 2019 AAR, Observation No. 3 ,

pages 39-40
	Trust Liabilities - Others and Miscellaneous Payables accounts with year-end balance of P8.213 million and P36,549, respectively, cannot be relied upon due to the existence of abnormal or debit balances and accounts for adjustment totaling P0.560 million.


	Analyze accounts with abnormal or debit balances and accounts for adjustment to determine errors committed and make the necessary adjustments.
	Partially Implemented

Various Journal Entry Vouchers (JEV) were prepared to correct the affected accounts. Additional JEVs will be prepared upon reconciliation of accounts.



	CY 2019 AAR, Observation No. 4,

pages 40-47
	The accuracy, existence and valuation of Property, Plant and Equipment (PPE) with a carrying amount of P183.871 million as at year-end cannot be ascertained due to the following audit exceptions:

a. Variance between the balance per Accounting and Inventory Report in the amount of P4.677 million remained unreconciled as at year-end; 

b. Various PPE items totaling P1.173 million were not depreciated since acquisition date, while PPE items with zero acquisition cost were depreciated amounting to P37,710.97;

c. Various PPE items were reported as shortage in the Inventory Report amounting to P0.801 million; and

d. Unserviceable properties totaling P19.815 million with carrying amount of P3.659 million remained undisposed and recorded under PPE as at year-end which is not in accordance with National Budget Circular (NBC) No. 425 or the Manual on Disposal of Government Property.


	a. Require the Accountant to coordinate with the Property Officer to reconcile, identify, and trace the cause of discrepancies and make corresponding adjustment in the books to reflect the correct balances of the accounts;
b. Provide depreciation for PPE items with no depreciation to reflect the appropriate valuation and correct the carrying amounts. Require the Accountant to review and ensure the accuracy on the computation of depreciation;

c. Review PPE items with zero acquisition cost and reverse the recorded depreciation;

d. Prepare adjusting entries to reclassify the Semi-Expendable items to appropriate Inventory accounts;

e. Identify and submit the details of unidentified Office Equipment tagged as unserviceable; 

f. Identify the accountable officers/ employees concerned on the properties not found or declared as shortages in the Inventory Report and require them to submit an explanation on why the property was not found during the physical inventory count; If found to be lost in their custody, require the concerned accountable officer/ employee to file for relief of property accountability and submit the same to COA, otherwise held them liable for the loss;

g. Establish the existence and/or whereabouts of the properties that could not be located;

h. Require the Property Unit to prepare an Inventory and Inspection Report of Unserviceable Property (IIRUP) for disposal; and

i. Prioritize the disposal/sale of unserviceable PPE items to avoid its further deterioration.


	Partially implemented

Reiterated in Audit Observation No. 3, pages 42-45 of this AAR.

Fully Implemented

Fully Implemented

Fully Implemented

Partially Implemented

Reiterated in Audit Observation No. 3, pages 42-45 of this AAR.

Partially Implemented

Reiterated in Audit Observation No. 3, pages 42-45 of this AAR.

Partially Implemented

Reiterated in Audit Observation No. 3, pages 42-45 of this AAR.

Partially implemented

Reiterated in Audit Observation No. 3, pages 42-45 of this AAR.

Not implemented

Reiterated in Audit Observation No. 3, pages 42-45 of this AAR.



	CY 2019 AAR, Observation No. 5,

pages 47-53
	The validity, accuracy and/or collectability of various Receivable accounts totaling P108.721 million as at year-end is doubtful since it has been dormant for seven to 15 years and included accounts with negative balances and for adjustment/reconciliation totaling P78.373 million. Further, various accounts were not properly classified in the Statement of Financial Position contrary to Annex B of COA Circular No. 2020-002.


	a. Compile all available records and documents pertaining to Receivable from Disallowances/Charges and continue to send demand letters. Determine the availability of other persons liable in lieu of payees or recipients whom (or who) are determined to be deceased and send them the corresponding demand letters; 

b. For persons liable with active addresses, regularly send demand letters. For persons liable with outdated contact details, identify and seek assistance from their respective relatives to secure updated addresses, and then send the demand letters;
c. For services contracted with the Broadcasting Corporation amounting to P328,850.00, verify from the records whether the services were indeed rendered and such services did not result to any loss of government funds or property;

d. Follow-up the payment of OMECO and QUEZELCO II of their unpaid account balances based on their installment plan;

e. Offer/Set-up a repayment plan to non-paying Electric Cooperatives (ECs) with outstanding miscellaneous receivables balance;

f. Update the database on contact details of the former NEA officials and employees with outstanding balances which will aid in the sending of demand letters;

g. Intensify collection efforts by regularly sending demand letters to the former NEA officials and employees with known addresses requiring them to immediately settle their accounts;

h. For NEA officials and employees without known addresses, identify and seek assistance from their respective relatives to secure updated addresses, and then send the demand letters;
i. Follow up the Legal Services Office (LSO) on the determination whether the Loans Receivable - Municipal System and Matured Loans Receivable - Others accounts that have been dormant for 11 to 15 years could be written-off and if warranted, for endorsement to the NEA Board for its approval pursuant to COA Circular No. 2016-005;

j. Intensify collection efforts by regularly sending demand  letters to the debtors requiring them to immediately settle their accounts;

k. Determine whether the receivables that have been dormant for 10 years or more could be written-off and gather the necessary supporting documents for filing a request for authority to write-off pursuant to COA Circular No. 2016-005; 

l. Expedite the gathering of supporting documents relative to the request of authority to write-off as prescribed under COA Circular No. 2016-005;
m. Analyze the accounts for adjustment and accounts with negative balances, and make necessary adjustments, where appropriate; and
n. Present Interest Receivables under Loans and Receivables instead of Other Receivables as required by Annex B of COA Circular No. 2020-002.

	Partially Implemented

Collection effort is on-going. NEA gathered the contact details from the 201 files of the retired/resigned employees and sent demand letters. 

Partially Implemented

Additional demand letters will be sent out once necessary contact information of the debtors/creditors are gathered.

Not Implemented

NEA coordinated through telephone with Broadcasting Corporation and was referred to the Archives Section regarding the transaction. However, the person in-charge was not privy on the issue. NEA will further outspread our research to retrieve the required certificate of services rendered.   We will provide COA the certification once the document is available.
Fully Implemented

Partially Implemented

Collection effort is ongoing wherein NEA was able to collect a total of                           P8,857,347.59 from various debtors and there are ECs who pay their amount due on an installment basis. 

Partially Implemented

Additional demand letters will be sent out once necessary contact information of the debtors/creditors are gathered.

Partially Implemented

Collection effort is on-going.
Not Implemented

Demand letters will be sent out once necessary contact information of the debtors/creditors are gathered.
Partially Implemented

The LSO will coordinate in gathering any and all available documents and records which are currently in its file and shall assist in filing before the COA the request for authority to write-off of the dormant accounts in accordance with COA Circular No. 2016-005.

Partially Implemented

Collection effort is on-going.
Partially Implemented

The LSO will coordinate in gathering any and all available documents and records which are currently in its file and shall assist in filing before the COA the request for authority to write-off of the dormant accounts in accordance with COA Circular No. 2016-005.

Partially Implemented

The LSO will coordinate in gathering any and all available documents and records which are currently in its file and shall assist in filing before the COA the request for authority to write-off of the dormant accounts in accordance with COA Circular No. 2016-005.

Partially Implemented

The CRFS will analyze the account and appropriate adjustments will be made in NEA’s books of accounts.

Fully Implemented



	CY 2019 AAR, Observation No. 6,

pages 53-56
	The provision of Allowance for Impairment Loss for Loans Receivables and Other Receivables accounts was unreliable due to existence of variance between the Financial Statement (FS) and Subsidiary Ledger (SL) balances totaling P77.091 million for each receivables, contrary to the Conceptual Framework for GPFR by Public Sector Entities.


	a. Close the recorded SL balances of the Allowance for Impairment Loss account as of December 31, 2019;

b. Set-up the SL balances of the Allowance for Impairment Loss account as of December 31, 2019 based on the detailed breakdown on a per debtor basis; 

c. Ascertain that the amounts reported in the FS reconcile with the SL balances of the account; and

d. Disclose the required information as prescribed by Paragraph 20 of IPSAS 30.

	Not Implemented

Based on the reconciliation conducted, the problem appears to be an e-NGAS error. Various attempts of adjustments were made to reconcile the SL and GL balance of the accounts but to no avail. FSAD will coordinate with COA GAS to resolve the e-NGAS error.

Not Implemented

SL balances will be set-up once e-NGAS problem is resolved.
Not Implemented

The problem appears to be an e-NGAS error.
Not Implemented

Disclosure will be made once correct SL balances are reflected.



	CY 2019 AAR, Observation No. 7,

pages 56-59
	Miscellaneous Income with year-end balance of P17.524 million was overstated by P17.427 million due to inclusion of accounts pertaining to Collections of Registration Fees on Seminars/Trainings, Income from Rental of Space, Collection of Guarantee Fees, Collections of Accreditation Fees, Proceeds from Sale of Bid Documents, Collections of Legal Fees and Income from Printing and Publication which is not in accordance with the Revised Chart of Accounts (RCA) for Government Corporations (GCs) Updated 2019 and Sections 6.1 and 6.2 of Department of Budget and Management (DBM) Budget Circular (BC) No. 2004-5A dated October 7, 2005.


	Effect the following proposed adjusting/ reclassifying journal entry to reflect the correct balance of the affected accounts:

[image: image1.png]Account Title Dr. cr.
Miscellaneous Income 17,426,760.30
Honoraria 156,600.00
Legal Fees 100,050.00
Other Service Income 225,000.00
Seminar/Training Fees 13,477,231.80
Rent/Lease Income 1,974,668.60
Guarantee Income 1,487,585.00
Income from Printing and Publication 5,624.90




	Not Implemented

Based on the RCA, Legal Fees, Other Service Income, Seminar/Training Expenses, Rent/ Lease Income, Guarantee Income and Income from Printing and Publication fall under the Service and Business Income account group. These accounts pertain to income derived from the company’s main operations. Therefore, NEA’s inclusion of these specific accounts in the miscellaneous income account is accurate and reclassifying income that is not directly related to NEA’s main business misrepresent the presentation of NEA’s operations in the Statement of Financial Performance.

Starting CY 2020, NEA will strictly adhere with the existing rules and regulations specified in Section 3.1 of DBM BC No. 2007-3 pertaining to funding source and proper accounting for the payment of honoraria of NEA personnel involved in the procurement process.



	CY 2019 AAR, Observation No. 8,

pages 59-61
	The accuracy and reliability of Other Assets amounting to P14.434 million is doubtful due to existence of accounts for adjustment and reconciliation and dormant accounts totaling P4.909 million. Likewise, no Allowance for Impairment Loss was provided for the dormant account contrary to Paragraph 68 of IPSAS 29 – Financial Instruments: Recognition and Measurement.


	a. Analyze the accounts for adjustment and reconciliation, and make necessary adjustments, where appropriate;

b. Gather the necessary documents and request for the write-off of the dormant accounts in accordance with COA Circular No. 2016-005, particularly for the Claims Receivables and Other Investment accounts that have been dormant for 15 years; and

c. Provide adequate Allowance for Impairment of the dormant accounts in compliance with IPSAS 29.


	Partially Implemented

Reconciliation is on-going and appropriate adjusting journal entries will be made in NEA’s books of accounts.
Not  Implemented

For the Claims Receivables and Other Investment, request for write-off will be made upon availability of the necessary documents as prescribed under COA Circular No. 2016-005.
Not Implemented

Assessment for impairment is on-going.



	CY 2019 AAR, Observation No. 9,

pages 61-64
	The existence and reliability of Inventories account with year-end balance of P2.668 million cannot be ascertained due to inclusion of damaged/burned items and accounts with abnormal or credit balances amounting to P5.107 million and P12.223 million, respectively. Further, Spare Parts Inventory amounting to P273,753 was not classified to Other Supplies and Materials Inventory, the appropriate account as described under COA Circular No. 2020-002 - Updated RCA for GCs (2019). 


	a. Compile all documents required to support the Request for Relief of Accountability as guided by COA Memorandum No. 92-751, and resubmit/file the Request for Relief of Accountability with the Commission Proper through the Resident Auditor and the Cluster Director;

b. Analyse the Merchandise Inventory in Transit accounts with negative balances, and make necessary adjustments, where appropriate, taking into consideration COA Decision No. 2013-247 and its recommendation to use Invitation for Bid (IFB) 74 as a model/tool in reconciling all other IFB accounts; and
c. Present the Spare Parts Inventory as part of Other Supplies and Materials Inventory in accordance with Annex B of COA Circular No. 2020-02.

	Fully Implemented

Partially Implemented

After several adjustments made to EMIT account, the balance as of December 31, 2020 is (P231,437.13) which represents forex adjustments. Management will continue reconciling the said account.
Fully Implemented



	CY 2019 AAR, Observation No. 10,

pages 64-66
	Advance or excess payments of interest on loans by ECs totaling P2.653 million were recognized as credits to Interest Receivable instead of Unearned Interest Income contrary to Updated RCA for GCs starting CY 2019.


	Record advance or excess payments on interest on loans to Unearned Interest Income in accordance with the Updated RCA for GCs starting CY 2019. 


	Fully Implemented



	CY 2019 AAR, Observation No. 11,

pages 66-68
	Payments of salaries, Collective Negotiation Agreement (CNA) incentives, longevity pay and terminal leave benefits in the amount of P10.650 million were not ascertained due to the lack of supporting documents required under COA Circular No. 2012-001.


	Disbursements must be supported with the documents enumerated under COA Circular No. 2012-001 and submit the deficient documents to enable the Audit Team to determine the validity of payments made. 

	Fully Implemented

	CY 2019 AAR,

Observation No. 12,

pages 68-78
	Deficiencies were noted in the grant, liquidation and recording of subsidies released to the ECs covering the period from CYs 2009 to 2019 for the implementation of Sitio Electrification Program (SEP), Barangay Line Enhancement Program (BLEP), Housewiring Program, Metering Program, Installation of Transformers, Calamity Grants, Marawi Siege and Armed Conflict projects, which were not in conformity with the Memorandum of Agreement (MOA) between NEA and ECs, NEA Memorandum Nos. 2018-001 and 2019-001 and Section 4.5.6 of COA Circular No. 2007-001, indicating poor monitoring and management of the subsidy fund,  to wit:
a. Subsidy balance amounting to P740.912 million covering the period from CYs 2009 to 2018 remained unliquidated by the ECs as of December 31, 2019;
b. Of the P1.013 billion released in CY 2018, only P606.652 million or 60 per cent was liquidated, leaving P406.479 million unliquidated as of December 31, 2019;
c. The unliquidated amount of P279.605 million for completed projects which have been outstanding for more than three years was not returned to NEA by the ECs;
d. Subsidy balance totaling P50.136 million for the completed projects was not returned to NEA to facilitate the closing of NEA and ECs books; 

e. Simultaneous and subsequent releases of subsidy funds aggregating P1.082 billion to 44 ECs despite having unliquidated balances; 

f. Adjustments of P1.653 million reported in the NEA’s Status of Fund Transfer as of December 31, 2019 were not recorded in the books which could have reduced the unliquidated balance; and

g. Unexpended balance aggregating P180.121 million for projects audited in CYs 2014 to 2018 remained unreturned to NEA by the ECs.
	a.
Require the concerned ECs to immediately liquidate the subsidy fund amounting to P740.912 million which are already due for liquidation by submitting all the required liquidation documents such as Certificate of Final Inspection and Acceptance (CFIA) and Accounting of Funds (AFs) with its supporting documents to validate the charges made to the subsidy fund and such other documents to facilitate the closing of the balances in the NEA and the ECs books; 

b.
Require the concerned ECs to liquidate their unliquidated balances of P406.479 million from the 90 per cent initial release;

c.
Demand from the concerned ECs to return the unliquidated amount of P279.605 million for completed projects which have been long outstanding for more than three years;

d.
Require the ECs to return the unexpended amount of P50.136 million from completed projects to facilitate the closing of NEA and ECs books; 

e.
Comply with Section 4.5.6 of COA Circular No. 2007-001, Item No. 6 of NEA Memorandum No. 2018-001 and Item No. 3 of NEA Memorandum No. 2019-001 by requiring the liquidation by the ECs of any prior/previous subsidy fund received before making subsequent fund releases;

f.
Verify and document the adjustments on the returns of unutilized subsidy fund reported in the Status Report of Fund Transfer and record in the books under the account Due from Non-Government Organizations (NGOs)/People’s Organizations (POs) the P1.653 million to facilitate the closing of the NEA and ECs’ books;

g.
Require the ECs to submit the required documents to validate the charges made in the AFs together with the supporting schedule of the previous and the revised AFs, with hard and soft copy and properly label for verification and adjustment of the total unexpended balances, otherwise, return to NEA the total amount of P180.121 million; and

h.
Closely monitor the timely return of the unexpended balance on the AF submitted by EC on their liquidation.


	Partially Implemented

Of P740.912 million already due for liquidation, a total of P398.826 million was liquidated, leaving a balance of P342.086 million as of March 31, 2021.

Partially Implemented

Of the unliquidated balances totaling P406.479 million, P301.209 million was liquidated, leaving a balance of P105.270 million as of March 31, 2021.

Partially Implemented

Of the P279.605 million for return, P60.302 million was already returned by the ECs, leaving a balance of P219.303 million as of March 31, 2021.

Partially Implemented

Of the P50.136 million, the ECs already liquidated/returned a total amount of P8.468 million, leaving a balance of P41.668 million as of March 31, 2021.

Partially Implemented

NEA is requiring the liquidation of prior subsidy releases to ECs.

Fully Implemented

Partially Implemented

Of the P180.121 million unexpended balance, NEA accounted as of March 31, 2021 a total of P114.388 million which composed of the following:

a) Submitted AFs and returned funds transmitted to COA for reconsideration amounting to P83.835 million;

b) For submission of liquidation documents from ECs amounting to P20.228 million; and

c) Excess subsidy with request for realignment of P10.325 million.

COA deducted from unexpended balances a total return in CY 2020 amounting to P3.885 million for the following ECs:

EC

Amount

1. TISELCO

P1,710,899.04

2. LUBELCO

500,000.00

3. NORECO

1,674,094.57

TOTAL

P3,884,993.61

 Meanwhile, submitted AFs are subject to further validation.

Fully Implemented

	CY 2019 AAR, Observation No. 13, 

pages 79-84


	The AFs of the 16 ECs in CAR, Regions III, IV-A, V, VIII, XI and BARMM for the implementation of the SEP, BLEP, Housewiring Program, Metering Program, Calamity Grant and Marawi Siege projects with reported unexpended/unutilized balance totaling P126.735 million were not immediately returned/ remitted to NEA upon liquidation due to NEA’s non-enforcement of Section 7 of the MOA, hence, deprived the government of funds to utilize for other projects. 

Likewise, deficiencies were noted on the ECs liquidation supporting documents, which was not in conformity with Section 4.5.6 of COA Circular No. 2007-001 and Sections 2 and 7 of the MOA and NEA Memorandum No. 2013-023.

Further, MAGELCO’s AFs for nine SEP and BLEP projects were not reported on a per project basis which was not compliant with Section 4.a of the MOA and NEA Memorandum No. 2013-023, resulting in the difficulty of tracing and verifying the actual disbursements utilized per project.
	a. Strictly enforce the provision of Section 7 of the MOA specifically the return of the unexpended amount reported in AF upon liquidation to NEA amounting to P126.735 million and furnish immediately the COA Office a photocopy of the official receipt, for monitoring purposes;

b.
Require the ECs to submit the required documents on a per project basis to validate the charges made in the AFs together with the supporting schedule in hard and soft copy, properly labeled for verification and adjustment of the total unexpended balances, otherwise, return to NEA the total amount of P386.230 million net of total amount to be returned to NEA as indicated in Item a above; 

c.
Direct the ECs to ensure that only related/allowable expenses are charged in the AFs; and

d.
Closely monitor the timely return of the unexpended balance on the AF submitted by EC on their liquidation.


	Partially Implemented

CANORECO returned already P3.528 million while NEA sent Memorandum dated February 24, 2021 to COA requesting reconsideration on SAMELCO II’s request for the relief of accountability. NEA informed that as per its record, SAMELCO II completed the projects as substantiated by the CFIA. 

In response, COA sent a letter dated May 20, 2021 to NEA requesting the immediate submission of relevant documents to support the request for relief from accountability of SAMELCO II considering the substantial amount involved. 

Partially Implemented

NEA informed that some ECs submitted additional documents and justifications however, the same will be subject for evaluation and validation for adjustment of unexpended balance, when necessary/ applicable.

Fully Implemented

Fully Implemented

	CY 2019 AAR, Observation

No.14, 

pages 84-85
	The cost of unimplemented projects from the 2013 BLEP and 2014 SEP in MAGELCO and 2009 Regular Subsidy in SULECO amounting to P16.089 million and P1.533 million, respectively, were not returned to NEA, but instead, realigned to other barangays/sitios without prior approval from NEA, contrary to Sections 2 and 7 of the MOA between NEA and ECs, rendering the preventive control of prior approval before realignment ineffective resulting in possibility of loss.  


	Require the ECs to seek approval first from NEA prior to the implementation of the realignment of subsidy fund pursuant to Section 7 of the MOA.


	Fully Implemented

	CY 2019 AAR, Observation

No. 15, 

pages 85-87
	Projects in four barangays covered by TAWELCO and BASELCO amounting to P8.703 million funded by the 2013 PAyapa at MAsaganang PamayaNAn (PAMANA) and 2014 BLEP were not implemented and the funds were not returned to NEA contrary to Section 7 of the MOA which compromised the attainment of project objectives to uplift the lives of the marginalized consumers and deprived the government of funds for utilization to other related projects.
	a.  Require the two ECs to submit explanation/justification for the non-implementation of the above-mentioned four barangays for review and evaluation;

b.
Determine the actual evaluated project cost of the unimplemented barangay in BASELCO; and

c.
Require TAWELCO and BASELCO to immediately return to NEA the project cost of unimplemented barangays and furnish the COA office a photocopy of the OR, for monitoring.
	Partially Implemented

TAWELCO explained that Languyan project was temporarily stopped and caused delay due to the following reasons:  a) right-of-way problem and mining operation, b) road-routing, c) road widening, d) damaged brought by mining company's expansion, e) borrowed materials by Languyan LGU.  The Phase 2 and 3 were stopped also due to labor/freight and handling issues.  It further justified that the Construction of Languyan project was initially inspected by NEA personnel. However, due to lockdown caused by the COVID-19 pandemic, the final as-built inspection was not yet completed.

On the other hand, BASELCO reasoned that for the delayed implementation of the project, most recipient barangays and sitios were located in isolated war-torn areas with high risk security level which hampered its implementation. Furthermore, despite of no new project, previous set of Management failed to submit the AF for previous projects with unliquidated subsidy fund to NEA. It was only in 2018 that all the projects were fully liquidated.

Partially Implemented

Management will require BASELCO to resubmit the As-Plan Staking Sheets and Bill of Materials for the four barangays to determine the project cost of the unimplemented projects.

Partially Implemented

NEA already required TAWELCO and BASELCO to immediately return to NEA the project cost of unimplemented barangays, however, no return was made as to date.



	CY 2019 AAR, Observation

 No. 16, pages 87-88
	The subsidy releases for the line extension of 14 sitios/barangays from six projects in SULECO under Regular Subsidy, DAP-TISP and BLEP were previously funded from various projects covering January 16, 1996 to March 1, 2004 which is contrary to sound project evaluation. Thus, cast doubt on the reliability of the evaluation process of NEA.


	Ensure to evaluate thoroughly the projects submitted by the ECs for funding by verifying among others whether previous subsidy fund was granted and strengthen the monitoring of the implementation of subsidy fund to avoid double funding.
	Not Implemented

NEA claimed compliance with the recommendation, however, necessary reconciliation was not yet undertaken.

	CY 2019 AAR, Observation No. 17, 

pages 88-89
	The subsidy charged for the 14 projects in MAGELCO and BASELCO funded under EREPP, Regular Subsidy, SEP and BLEP aggregating P250.354 million and P54.448 million, respectively, lacked supporting liquidation documents to support the AFs and CFIA as required under NEA Memorandum No. 2013-023 and MOA between NEA and ECs, hence, the validity of the expenses was not determined.
	Require the MAGELCO and BASELCO to submit the required supporting original documents totaling P250.354 million and P54.448 million, respectively, to validate the expenses charged to the subsidy funds on a per project basis in hard and soft copy, properly labelled pursuant to Section 4 of the MOA and NEA Memorandum No. 2013-023.
	Partially Implemented

NEA informed that MAGELCO submitted the supporting documents for 2013 SEP/BLEP, 2015 SEP GAA and 2018 SEP GAA per transmittal to COA dated August 10, 2020, however, COA has not received the said documents. If possible, COA will request for the soft copy of the files and send it thru email.

While the result of validation on additional supporting documents submitted by BASELCO showed an unexpended balance of P6.621 million.



	CY 2019 AAR, Observation No. 18,

pages 89-97
	The grant and liquidation of the subsidy fund amounting to P25.112 million released in 2015 to the Cagayan de Sulu Electric Cooperative, Inc. (CASELCO) for the implementation of expansion of lines to 26 sitios under the 2011 Disbursement Acceleration Program (DAP) - Transition Investment Support Program (TISP) were with deficiencies, thus, not in accordance with the NEA Memorandum No. 2013-008, NEA guidelines on documentary requirements and MOA between NEA and CASELCO, indicating poor monitoring and management of the subsidy fund, to wit: 

a.
The release of subsidy fund was one-time or 100 percent of the allocated cost per MOA instead of on staggered basis and not in accordance with the guidelines on documentary requirements;

b.
The subsidy fund received by CASELCO amounting to P24.263 million was transferred to the 52nd Engineer Brigade, Cabatangan, Zamboanga City which was contracted to implement the project, in violation of the MOA between NEA and CASELCO;

c.
Expansion of lines to seven sitios were implemented but four were not the approved sitios. Also, the implementation was delayed for 747-768 days or more than two years; 

d.
The subsidy fund with approved project cost of P25.112 million remained unliquidated as of audit date; and

e.
Projects from the subsidy fund released amounting to P22.006 million for the 23 sitios were not implemented but the fund was not returned to NEA contrary to the MOA executed between NEA and EC.


	a.
Henceforth, stop the granting and one-time release of subsidy fund, otherwise, the same would be disallowed in audit for lack of supporting documents required under NEA Memorandum No. 2013-008 and NEA guidelines on documentary requirements;

b.
Demand from CASELCO the immediate return of the total amount of P22.006 million corresponding to the approved allocated cost of 23 unimplemented sitios, otherwise, a Notice of Disallowance will be issued to NEA/CASELCO including the officials and employees responsible in the approval and release of the subsidy fund;

c.
Enforce the immediate liquidation by CASELCO of the total amount of P25.112 million considering that the projects are already more than four years since subsidy fund was deposited to its account, and requiring them to submit all the required liquidation documents including the Accounting of Fund with its supporting documents to validate the charges made against the subsidy fund; and

d.
Institute legal action against the officials who favorably approved the implementation by other government agency but failed to fully complete the project and liquidate the fund covered by the MOA, if warranted.
	Fully Implemented

Not Implemented

Reiterated in Audit Observation No. 07 pages 67 to 73 of this AAR.

Not Implemented

Reiterated in Audit Observation No. 07 pages 67 to 73 of this AAR.
This observation was first raised in the AAR for CY 2016 and reiterated in CYs 2017 to 2019.

Not Implemented

Reiterated in Audit Observation No. 07 pages 67 to 73 of this AAR.

.

	CY 2019 AAR, Observation No. 19,

pages 97-105
	The Housewiring Program implemented by the seven ECs was not effective due to deficiencies noted, signifying the poor monitoring by NEA, to wit:

a.
Of the 30,559 potential household beneficiaries for the Housewiring Program implemented by the seven ECs with project cost of P76.397 million, 12,274 households were not served and did not benefit from the program, which did not considerably attain the objective of the government to uplift the lives of the rural communities;

b.
Deficiencies were noted in the implementation of the program and not compliant with NEA Memorandum No. 2011-024 which deprived the privilege of the poorest segment in the rural areas from the extended government program; and

b. Absence of database of the beneficiaries of the housewiring program is not compliant with NEA Memorandum No. 2011-024, which casts doubt on the reliability of the amount charged to the subsidy fund and the report submitted to NEA.


	a.
Plan or design a mechanism to enhance the effective monitoring of the Housewiring Program implementation to attain the objective of total electrification to help uplift the lives of the marginalized consumers;

b.
Direct the ECs to closely monitor the Housewiring Program projects by requiring them to undertake the following:

•
Return/refund to NEA the equivalent amount of all uninstalled housewiring materials that were not implemented by the contractors specifically the fully liquidated funds and institute an appropriate course of action against the contractors; 

•
Pay the contractors only upon verification by the concerned personnel of ECs on the submitted accomplishments as to the names of beneficiaries installed and the completeness of the installed materials as agreed in the contract and in compliance with NEA Memorandum No. 2011-024;

•
Identify all beneficiaries who were not provided with the complete housewiring materials specifically the sitios mentioned above and provide them with the lacking materials;

•
Ensure that the specification or materials to be installed in the household premises of the beneficiaries are of standard and not defective to fully benefit from the housewiring program; 

•
Strictly monitor on the work-done and to-be-done by its personnel who were task for the housewiring installation in accordance with the NEA Memorandum 2011-024 and to avoid charging excessive cost of housewiring materials and labor to the beneficiaries; and

•
Conduct information dissemination of the free housewiring program during project planning, implementation and Pre-Membership Education Seminar to avoid additional fees incurred by the household beneficiaries.

c. Require the ECs to assist the households/

      beneficiaries in securing affordable and hassle-free electricity connections;

d.
Direct the ECs to strictly observe the housewiring policy in compliance with NEA Memorandum No. 2011-024; and

e.
Direct the ECs to prepare and maintain a database of housewiring beneficiaries on a per sitio and per project basis indicating the following information:

•
name of beneficiary; 

•
account number;

•
meter number;

•
date when beneficiaries were granted and installed with the     housewiring materials; and 

•
date of connection.


	Fully Implemented

Partially Implemented.

Not all ECs audited have submitted the status of housewiring program.

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented



	CY 2019 AAR, Observation No. 20,

pages 105-115
	Procurement conducted for subsidy funded projects under the SEP and BLEP by the Bids and Awards Committee (BAC) of the nine ECs were not in accordance with Republic Act (RA) No. 9184 and its Revised Implementing Rules and Regulations (RIRR), Section 3 of the MOA between the NEA and ECs, and NEA Memorandum Nos. 2013-028 and 2017-019.
	Require the ECs to strictly observe the provisions of RIRR of RA No. 9184, specifically on the following: 

a.
Ensure that all contracts awarded are supported with adequate performance security as required in Sections 39.1 and 39.2 of the RIRR of RA No. 9184; 

b.
Compel bidders to submit a Bid Securing Declaration or any form of Bid Security as provided under Section 27.2 of the RIRR of RA 9184; 

c.
Ensure that all contracts awarded are within the ABC; 

d.
Ensure that Bid Documents submitted are supported with computation of Net Financial Contracting Capacity (NFCC); 

e.
Comply with the provisions of the RIRR of RA No. 9184 specifically the implementation of subsidy funded project through “Pakyaw System”; 

f.
Invite observers to witness the conduct of public bidding to enhance transparency in conformity with Section 13 of the RIRR of RA No. 9184 and Sections O and P of NEA Memorandum Nos. 2013-028 and 2017-019, respectively; 

g.
Post the Invitation to Bid in EC’s website and all the municipalities of all its franchise area coverage in compliance with Section 21.2 of the RIRR of RA 9184 and Section A.2 of NEA Memorandum No. 2017-019; 

h.
Prepare the Bid Documents in accordance with Section 17.1 of the RIRR of RA No. 9184; 

i.
Require the ECs to accept only bid proposal where the first and second envelopes are simultaneously submitted on or before the deadline for submission and receipt of bids in conformity with Sections 25.1, 25.4 and 25.5 of the RIRR of RA No. 9184; 

j.
Synchronize the opening of bids with the deadline for submission and receipt of bids in adherence to Section 29 of the RIRR of RA No. 9184; 

k.
Prepare a contract instead of a purchase order in the procurement of subsidy funded projects pursuant to Section 27.2.1 of the RIRR of RA No. 9184 to protect the interest of the recipient EC and ensure compliance by the winning bidder to all provisions thereto; 

l.
Instruct the BAC to issue a Resolution recommending the award with the LCRB to the HoPE or his duly authorized representative as the basis for approval pursuant to Section 37.1.1 of the RIRR of RA No. 9184; 

m.
Issue the Notice to Proceed to the winning bidder only after posting of the performance security and contract signing as required in Sections 37.2 and 37.4 of the RIRR of RA No. 9184; 

n.
Adhere to the prescribed timeline on signing/awarding of the contract and issuance of the Notice to Proceed to expedite the timely completion of the projects; and

o.
Exercise prudence in accepting documents from the contractor/ winning bidders to fully comply with all the documentary requirements on the procurement as prescribed in the RIRR of RA No. 9184 and NEA Memorandum Nos. 2013-028 and 2017-019.


	Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented

Fully Implemented



	CY 2019 AAR, Observation No. 21, 

pages 115-118
	The CFIA issued to the ECs audited in CYs 2019-2020 had the following deficiencies:

a.
The CFIAs were not issued separately by the NEA Representative/s for completed projects under SEP/BLEP and CFIAs were issued despite the noted deficiencies such as:

· Minor defects for ECs adjustment/ correction; 

· Deficiencies in the As-Built Staking Sheet/s;

· Construction still on-going or completion of the project was partial; and

· Realigned/replaced sitios/barangays were included but not yet approved by NEA or for NEAs approval; 

b.
CFIA attached to the liquidation documents was not signed by NEA Representative, thus, not valid; and

d. As-Built Staking Sheets used to conduct final inspection and basis in the issuance of CFIAs were not signed by the NEA Representative/s.


	a. Issue CFIA when sitios/barangays within the project are fully completed/energized in accordance with NEA standards and specifications and free from any defects/deficiencies or issue a separate Certificate of Final Inspection when the project is completed and Certificate of Acceptance when the defects, if any are corrected/rectified within the defects liability period;

b.
Ensure that only sitios/barangays of completed projects with no defects/deficiencies or after all the rectifications or repair have been made are issued with Certificate of Acceptance; 

c.
Ensure that only those realigned sitios/barangays with  NEA’s approval are included in the CFIA; and

d.
Attach duly signed CFIA in the liquidation documents.
	Fully Implemented

Fully Implemented

Partially Implemented

Management will discuss the recommendation to the Cluster on Total Electrification. 

Fully Implemented



	CY 2019 AAR,

Observation No. 22, pages 118-125
	NEA’s implementation of Gender Mainstreaming was with several deficiencies such that Gender and Development (GAD) budget allocation for CY 2019 was below the required five percent of total appropriations, GAD database/sex disaggregated data was not established, Gender Audit was not conducted and GAD Plan and Budget (GPB) was not approved/endorsed by the Philippine Commission on Women (PCW), thus, remained unaccomplished, resulting in the non-attainment of the desired outcomes for GAD.
Likewise, four GAD activities planned for CY 2019 were not implemented, expenses related to non-GAD activities were allocated to GAD, the GAD Accomplishment Report (AR) submitted was not accompanied by the required documents and the GAD AR Actual Results column did not provide a description of the change that has occurred after implementing the GAD Programs, Activities and Projects (PAPs).
	a. Study the possible attribution to the GAD budget of other locally funded projects duly subsidized by the National Government to achieve the five percent budget requirement under PCW-NEDA-DBM Joint Circular No. 2012-01;
b. Provide reasonable budget or estimate in the preparation of annual GAD budget in accordance with Annex A of PCW-NEDA-DBM Joint Circular No. 2012-01;

c. Establish a sex disaggregated data thru conduct of survey in compliance with PCW Memorandum Circular No. 2014-05 to assist in gender analysis and identification of gender gaps;
d. Conduct Gender Audit as required by Section 4.3 of PCW-NEDA-DBM Joint Circular No. 2012-01 to properly monitor the effectiveness of gender mainstreaming in the agency; 
e. Submit the GPB on or before the deadline set by the PCW based on its annual guidelines;
f. Strictly monitor the 30-day deadline set by the PCW in the compliance of requirements and resubmission of revised GPB, if any, in conformity with Section 8.5 of PCW-NEDA-DBM Joint Circular No. 2012-01 to avoid non-endorsement of the GPB;
g. Follow the annual guidelines prescribed by the PCW in the allocation of agency major programs to the GAD budget;

h. Accompany the GAD AR with the required supporting documents pursuant to Annex B of PCW-NEDA-DBM Joint Circular No. 2012-01;
i. Refrain from reporting non-GAD activities in the GAD AR;
j. Prioritize the capacity building program for the GAD Focal Point System (GFPS) as required by the Philippine Plan for Gender-Responsive Development for 1995-2025 and PCW-NEDA-DBM Joint Circular No. 2012-01; and
k. Provide a description of the change that has occurred after implementing the GAD activities in the GAD AR Actual Results column prescribed in Column 7 under Annex B of PCW-NEDA-DBM Joint Circular No. 2012-01.

	Fully Implemented

Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.

Fully Implemented

Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.
Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.

Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.
Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.

Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.
Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.
Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.
Not Implemented

Reiterated in Audit Observation No. 15, pages 98-104 of this AAR.
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