	STATUS OF IMPLEMENTATION OF PRIOR YEARS’ AUDIT RECOMMENDATIONS 


	
	
	
	
	
	
	

	1. Of the 117 audit recommendations issued last year, 48 were fully implemented, 40 were partially implemented and 29 were not implemented, as discussed in the table below.

2. For partially and not implemented audit recommendations, we request that these be included in the Action Plan to Implement Audit Recommendations which the Management will be required to accomplish and submit within sixty days from receipt of the Annual Audit Report for CY 2017.


	Ref.
	Observations
	Recommendations
	Action Taken by Management
	Validation

	AAR 2015

	FINANCIAL AND COMPLIANCE AUDIT

	AAR 2015

A 
AOR-1
	Huge variance of P12.110 billion was found existing between the P8.137 billion year-end balance of account, Due to National Treasury, which represents Advances of the National Government through the Bureau of the Treasury (BTr) on NEA’s foreign loans, and the P20.247 billion balance reported/confirmed by the BTr.

Of the noted variance, the amount of P6.499 billion or 54 percent pertained to NEA’s unrecognized interests on NG Advances charged by the BTr covering 1971 to 1989 foreign loans under the Bail-out Program, while the amount of P5.611 billion or 46 percent remained unreconciled as at year-end.    
	Effect the necessary accounting adjustment for the unrecognized interest of P6.499 billion on NG advances on NEA’s foreign loans.

Discuss with the BTr the noted reconciling items pertaining to the variance on NG advances for its concurrence so that necessary adjustments can be made by either NEA or BTr in their respective books of accounts.

Cause the settlement of the outstanding obligations to the BTr,  should the request for conversion be not granted.
	The discrepancy of P6.5B was booked by NEA under JEV No. 2016-11-8396 dated November 16, 2016.
NEA and BTR agreed on the reconciled amount of P18,162,211,503.06 total NG advances and interest as of 30 June 2016 noted by DOF. The reconciling items were already booked.

NEA submitted a proposal to settle its obligation to the NG in its letter to DOF dated 24 February 2016.

Per Minutes of Meeting on November 3, 2016, a discussion was held between NEA, Department of Finance (DOF) and BTr concerning the (1) MOV under USAID Loans, (2) Corresponding Interest on USAID Loans and (3) Reconciliation statement signed by BTr and NEA noted by DOF.

Upon recognition of the agreed adjustments, NEA will write a letter to DOF, copy furnished COA, requesting for conversion.

	Implemented
Partially Implemented

Existence of an unidentified reconciling item described only as “interest on advances under domestic loans - old” per BTr books amounting to P3.836 billion

Not Implemented



	AAR 2015

A 
AOR-2
	Unreconciled significant discrepancies existed between the year-end balance of Loans Receivables of P8.562 billion per NEA records, and the balances confirmed by the Electric Cooperatives (ECs),  with NEA’s records higher by P851.019 million in 37 ECs, and with ECs’ records higher by P761.313 million in 20 ECs.  The discrepancies were due to: unrecorded amortization payment per NEA books; exclusion of Gensets Loan from the confirmation; inclusion of interest in arrears and advances in the confirmation; and exclusion of capitalized interest.  

Likewise, the balance per books compared with the balance per Loan Profile (LP) for 60 ECs  disclosed variance consisting of higher balances per books by  P99.144 million and higher balances per LP  by  P331.828 million.  


	Analyze and identify all possible causes of variances between book balance, ECs’ confirmation replies and Loan Profile;

Reconcile variances, and upon acceptance by NEA and ECs concerned, cause the immediate accounting adjustment and/or require the ECs concerned to immediately take up the necessary adjustments in the books;    

Effect the necessary correction of the misposting made on loan collections; and

Conduct regular reconciliation of loans receivables with the ECs.
	a. Management submitted reconciliation on April 19, 2016 with comments/ explanations on the variance. 
b. Management had adjusted/reconciled the variances of the 60 ECs that submitted confirmation statements and as explained, the variance between the confirmed amount and NEA’s records are very minimal.

c. The misposted loan collections were already adjusted in the books.
d. Management have also taken into consideration the suggestion that a regular reconciliation should be under taken by NEA


	Implemented

Implemented

Implemented

Implemented

	AAR 2015

A 
AOR-3
	Miscellaneous Receivables amounting to P56.098 million (net) remained dormant for more than ten years with remote possibility of being collected.
	Exhaust all possible remedies to collect the receivables from the debtors and the employees who are no longer connected with NEA;

Deduct the outstanding balances from the salaries or any amount due from the employees who are still connected with NEA;

Review, analyze and reconcile all overdue accounts and determine proper disposition of reconciled and validated accounts;

Require the Accountant to verify, analyze and validate the accounts with negative balances and with status of “For Adjustment/Reconciliation” and make the necessary adjustments in the books, if warranted; and

Assess and evaluate the dormant receivables and request for authority to write off the accounts from COA, supported by documents as enumerated in Section 3 of COA Circular No. 97-001.


	Management has sent collection letters to 40 ECs and of the total Miscellaneous Receivables - GSIS of PhP43,432,438.12, a total PhP4,016,722.00 was collected as of December 31, 2016 and some ECS requested for installment payment as follows:

[image: image1]
However, the following ECs questioned  the legality of the GSIS Insurance:

1. ANTECO

2. DIELCO

3. CASURECO IV

4. PENELCO

5. PROSIELCO

6. SIARELCO

Furthermore, with the available addresses of the former NEA employees, letters were prepared for the collection of their unpaid loans.

Based on the analysis/review made on the retrieved records the following Journal Entries were prepared to reflect the necessary adjustments of Miscellaneous Receivables account:

[image: image2.emf]JEV No. Amount

JEV-2016-03-002489 38,020.55         

JEV-2016-03-002545 80,000.00         

JEV-2016-04-003555 10,513.83         

JEV-2016-04-003557 13,350.25         

JEV-2016-04-003558 8,783.75           

JEV-2016-04-003559 11,991.73         

JEV-2016-04-003560 40.65                 

JEV-2016-05-003618 4,222.60           

166,923.36      


As recommended after evaluation and reconciliation of the account, if needed, Management will request for authority to write-off.

	Partially Implemented
Not Implemented

Implemented

Not Implemented
Not Implemented

	AAR 2015

A 
AOR-4
	Provision for Doubtful Accounts of one percent of the estimated uncollectible receivables was found inadequate to present the Loans Receivable at its net realizable value as at year-end.  In April 2016, additional provision for doubtful accounts  amounting to P55.754 million was made, bringing the allowance to a total provision of P170.274 million or 60 percent allowance for the total loan arrearages.
	Review the NEA’s existing policy on the basis of estimating its uncollectible accounts or impairment, and consider adopting scalar rates to present the receivable accounts at its net realizable value at year-end based on the most reasonable estimate in the computation of the allowance for doubtful accounts or impairment.
	As recommended, Management  prepared Journal Entry Voucher dated 11 April 2016  to record the   additional  provision for doubtful accounts  amounting to P55,753,667.54  which brings to a total provision of P170,274,209.83 or 60 percent allowance for the total loan arrearages of P283,790,349.72 as of December 31, 2015

The additional allowance was consistent with the approved policy on the Provision of Doubtful Accounts dated January 28, 2010


	Implemented


	AAR 2015

A 
AOR-5
	Of the Property and Equipment with carrying amount of P245.987 million,  the amount of P40.511 million was found with deficiencies, to wit:

a. Unreconciled discrepancy amounting to P8.365 million between the balance per General Ledger (GL) and Physical Inventory Report for Furniture and Fixtures, Office, Communication, Transportation, IT Equipment and Software; 
b. Unserviceable Properties with value totaling P32.146 million and a total of 409 units without indicated value were included under Property and Equipment instead of Other Assets.

c. Inclusion of small tangible items such as library books and receiving stamp pads, costing P498,249 under Property and Equipment 

d. Inclusion of two lost laptops costing P89,990 under Property and Equipment
	Require the Accounting Department and General Services Department  to verify and reconcile the variance of Property and Equipment account and immediately make the necessary adjustments in the books to correct the balance of the affected accounts;

Require the GSD to submit Report on Retired Assets to the Accounting Department for recording/adjustment in the books;
Require the Inventory Committee to update and properly accomplish the Physical Inventory Report;
Assign GSD personnel from Inventory Committee to prioritize the proper filling up of  Physical Inventory Report to include  the name of end-user, unit value, quantity per property card or balance per book, quantity per physical count or on hand per count and remarks for other relevant information;

Coordinate with ECs on the status of the four Test Vans and expedite the disposal;

Prepare adjusting journal entries to reclassify the unserviceable properties of P32.146 million to Other Assets and the small tangible items of P498,249 to the appropriate inventory accounts and immediately credit the same amount for the issuance to end users to recognize the expense

Prepare and issue to the concerned employees Inventory Custodian Slip (ICS) evidencing receipt of semi-expendable/small tangible. items;

Notify the concerned employees to report the lost laptops to the Accounting Department and GSD for monitoring and require the other concerned employee to file his request for relief from property accountability to the COA.
	Reconciliation was conducted and  following Journal Entries were prepared to correct the affected accounts:
[image: image5.emf]EC Response

Installment 

Basis

BOHECO I

Bd. Resolution No. 139-

2016

10 year

CASURECO IIBR No. 2016-205 6 year

MARELCO

Letter dated 

September 27, 2016

5 year

OMECO BR No. 148, S. of 2016 10 year

QUEZELCO IIBR No. 65, S. of 2016 5 year

TIELCO BR No. 53-2016 10 year


The Report on Retired Assets is being updated.
The Inventory Committee to update and properly accomplish the Physical Inventory Report
The following Journal Entries were prepared to reclassify the unserviceable properties to Other Assets and small tangible items  were removed from the inventory accounts:

JEV-2016-04-003085

JEV-2016-05-002783

JEV-2016-05-002822

JEV-2016-05-002835

JEV-2016-05-002896

JEV-2016-05-002956

JEV-2016-05-002984

JEV-2016-12-009756

JEV-2016-12-009774

JEV-2016-12-009771

JEV-2016-12-009772

JEV-2016-12-009773

JEV-2016-12-009774

JEV-2016-12-009775


	Implemented

Not Implemented

Not Implemented

Implemented

Partially Implemented
Implemented

Not Implemented
Not Implemented



	AAR 2015

A 
AOR-6
	The reported year-end balance of Cash in Bank – Foreign Currency Savings Account at P10.706 million was overstated by P7.424 million due to the inclusion of the BPI’s share of the rights over the letter of credit  assigned to Far East Bank and Trust Company (now BPI)   by Phil-Jian Development Corporation, opened by NEA as primary support for NEA’s contract with the latter,  amounting to P7.646 million (U$173,860); and non-recognition of foreign exchange gain for CY 2015 amounting to P0.221 million.


	Prepare adjusting entries to correct the foreign currency account to     present its balance on NEA’s entitlement on the assigned amount;

Prepare adjusting entries to recognize foreign exchange gain in the books as required by paragraph 23 of IAS 2; and

Provide appropriate disclosure regarding the existence of the Guarantee Deposits Payable Account as recognition of a liability to Phil-Jian for the share of the latter in the Agency’s account with the First Bank.
	First Bank already wire transferred to BPI Account No. 10934878 with Citibank – New York the total amount of $232,510.52 on February 23, 2017. Once the said amount is transferred to BPI, Philippines, adjustments will be done.
JEV No. 206-03-2072 dated March 31, 2016 was prepared to recognize foreign exchange gain. 
Appropriate disclosure provided in the Notes to Financial Statements for CY 2015.
	Not Implemented
Implemented

Implemented

	AAR 2015

A 
AOR-7
	Based on confirmation with DBP and PNB, the accounts maintained by NEA and reported under Cash-in-Bank - Local Currency, Savings Account – DBP NEA RE Construction Fund II and PNB – STCF Prime - 1 showed zero balances, while NEA’s books of accounts reflected aggregated balance of P2.682 million.  The discrepancy was due to erroneous misposting to the subsidiary ledger.

	Make the necessary adjusting entries in the subsidiary ledger to remove the balances of closed bank accounts in NEA’s books.

Henceforth, require the Accounting personnel to perform the detailed review of transactions within the monthly subsidiary ledger accounts and reconcile with the balance per banks for accuracy and reliability.


	Adjusted per JEV-2016-01-000113 dated 1/4/2016.
	Implemented
Implemented


	AAR 2015

A 
AOR-8
	Bank Interest income earned for CYs 2005 – 2015 totalling P63.758 million on bank deposits of subsidy fund received from the National Government (NG) for the implementation of electrification projects was not remitted to the BTr, contrary to the provisions of Section 65 of PD 1445 and Executive Order 338. 

Also, the unexpended balances of subsidy accounts amounting to P10.669 million were not returned to the Department of Energy (DOE) in violation of COA Circular No. 94-013; and the amount transferred to Administrative accounts which represents service income exceeded the actual service income earned from CYs 2005 – 2015 amounting to P137.223 million, contrary to Section 84 PD 1445.

Further, funds transferred from Barangay Electrification Fund (BEF) to Special Savings Deposit (SSD) and subsequently deposited to Administrative accounts totaling P423.137 million were not in accordance with Section 4 of PD 1445 and EO 338.
	Remit the remaining interest earned on bank deposits of subsidy fund for CYs 2005 – 2014 amounting to P43.545 million including the interest earned for CY 2015 amounting to P20.213 million or a total of P63.758 million to the BTr pursuant to Section 65 of P.D. 1445 and  EO No. 338.

Return to DOE the unexpended balance of CARE and EREPP projects amounting to P10.669 million and submit explanations/justifications on the excess transfer of fund to the Administrative accounts (two LBP accounts).

Return to BEF the amount transferred to SSD account and Administrative accounts amounting to P423.137 million.

Return to BEF the excess fund transferred to Administrative accounts amounting to P137.223 million pertaining to service income and submit explanation/justification on the excess fund transfers.


	Remitted per JEV-2016-10-008243 dated 10/28/2016

Remitted the unexpended balance of CARE and EREPP to DOE amounting to P3,816,057.45 under Check No. 436339 dated September 07, 2016 and OR No. 8388586 Q dated January 10, 2017.
Of the P423.137 million transferred amount, P388.186 million pertains to service income from CY 2004 to September 30, 2013 and  P25.776 million  of the P34.952 million interest income on deposits pertains to interest income for year 2005 to 2011. The amount of P9.176 million were interest income from CY 2012 to 2013 which is already included in the amount of P30.899 million subject for return to BE Fund as stated in  management's action plan to letter (a) COA recommendation. 
[image: image3.png]Year | Interest Income
20042006 | 16,138,080.51
2007 2,277,342.35
2008-2009 5,665,243.56
2010 798,743.21
2011 896,096.04
Sub-total _ 25,775,505.67
2012 4,901,369.68
2013 4,274,655.06

Sub-total  9,176,024.74

34,951,530.41




On January 03, 2014, DBM  released P3.929 billion to  NEA  for the Yolanda Recovery and Rehabilitation Plan .

On February 7, 2014, P654.626 million calamity loan released for the period November 2013 to February 2014 for Yolanda affected ECs was converted into subsidy (YRRP).

P604.626 million calamity loans were directly charged to the Administrative Funds while the P50 million was funded by BE Fund.

Upon receipt of YRRP Fund, the amount of P604.626 million was converted to subsidy and transferred  to LBP Administrative Fund from DBP-Yolanda.

The amount of P604.626 million should be excluded from P879.394 million fund transfer mentioned in the Annual Audit Report (AAR) for CY 2015. Therefore, no excess fund transfer of service income to Administrative Account was effected.

	Implemented
Implemented

Implemented
Implemented


	AAR 2015

A 
AOR-9
	Various incentives aggregating P43.943 million for CY 2015 were granted under NEA’s PRAISE to NEA officials and employees without approved budget and without prior approval from the DBM and Civil Service Commission (CSC), in violation of Section 15 of Executive Order 518 and CSC Memorandum Circular No. 01, s. 2001.
	Require refund of PRAISE incentives unless a post-facto approval from the DBM and approved funding for the subject PRAISE incentives are obtained/provided.

Submit proof/justifications that the superior accomplishments or demonstration of exemplary behavior and other personal efforts by the individuals or groups have resulted in monetary savings and that PRAISE incentives did not exceed 20 percent of the savings generated.  

	The management filed an appeal to the Cluster Director on January 10, 2017 under OR# 8640781. 

	Not Implemented
ND was issued.
Not Implemented



	AAR 2015

A 

AOR-10
	Payment  of  rice  and  medical  allowances  to NEA employees amounting to P20.738 million and P1.220 million, respectively, or a total of P21.958 million in CYs 2013 - 2015 lacked legal basis and was not included in the NEA COB for the same period.
	Require the immediate refund of rice and medical allowances unless a post-facto approval from the Office of the President (OP) on the grant of subject rice and medical allowances is obtained.

Discontinue immediately the grant of unauthorized rice and medical allowances to all employees, unless authority is obtained from the OP.

Henceforth, strictly comply with the provisions of RA 6758 and its implementing rules and regulations under Corporate Compensation Circular (CCC) No. 10.

	The management filed an appeal to the Cluster Director on January 10, 2017 under 

OR# 8640781 (copy attached)
	Not Implemented

ND was issued
Not Implemented

Not Implemented



	AAR 2015

A 

AOR-11
	Unserviceable properties amounting to P23.820 million remained undisposed of as at year-end
	Prepare Inventory and Inspection Report for Unserviceable Property (IIRUP) and Waste Materials Report (WMR) as of December 31, 2015 for all unserviceable items in accordance with MNGAS.

Expedite disposal to avoid further deterioration and decline in value
	Documents were partially submitted to COA on June 23, 2016.

Appraisal of unserviceable properties were already submitted to COA on the following date:

[image: image4.png]Items
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Management had undertaken disposal of printing equipment through public bidding but the said disposal failed for each of qualified bidder.

Awaiting appraisal of unserviceable properties from COA.

	Partially Implemented
Not Implemented

	AAR 2015

A 

AOR-12
	Payment of Performance-Based Incentive (Mid-Year Incentive) totaling P2.932 million for CY 2015 which was improperly anchored under  NEA’s PRAISE lacked legal basis as it violated Joint Resolution No. 4 (Salary Standardization Law III) and Executive Order (EO) No. 80.


	Stop the grant of PBI (Mid-Year Incentive) to all employees.
Require the refund of the PBI amounting to P2.932 million granted to officers and employees.
	The management filed an appeal to the Cluster Director on January 10, 2017 under 

OR# 8640781 (copy attached.
	Not Implemented
ND was issued
Not Implemented



	AAR 2015

A 

AOR-13
	Grant of loans to three electric cooperatives totalling  P67.812 million  to cover retirement benefits of  qualified employees under the ECs Special Retirement Program was contrary to the provisions of PD 269 or the National Electrification Administration Decree
	Refrain from granting loan to electric cooperatives for purposes  inconsistent with NEA’s mandates; and   

Comply strictly with the requirements of Section 4 of PD 269.
	The passage of RA No. 9136 (EPIRA) and No. 10531 (NEA Reform Act) mandated NEA to prepare the ECs in operating and competing under the deregulated electricity market to strengthen the technical capability, economic and financial viability of ECs.
In line with this mandate, NEA developed and implemented various policies, programs and guidelines for ECs to meet the requirements of the EPIRA and NEA Reform Act in the financial, institutional and technical aspect of operations.
As per COA recommendation during the exit conference, NEA is required to submit the amended notarized Contract of Loan. The required documents were submitted on July 1 and 21, 2016 (CANORECO, ZAMECO I and SURSECO I)


	Implemented 
No retirement  loan was granted in CY 2016 
Implemented

	AAR 2015

A 

AOR-14
	Liability for Corporate Income Tax covering CY 2007 amounting to P13.476 million remained unpaid/outstanding to the Bureau of the Internal Revenue (BIR) at year-end in violation of Section 27 (A) and (C) of the National Revenue Code of 1997 or Republic Act 9337
	Remit/pay immediately to the BIR the unpaid Corporate income tax covering CY 2007 amounting to P13.476 million to avoid further incurrence of penalties, interest and surcharges that would be imposed by the BIR, if warranted.
Strictly observe and comply with the provisions of Section 27 (A) and (C) of the NIRC.

	The Management will stick to its position that the Corporate Income Tax covering 2007 will not be remitted to the BIR unless the examiner’s assessment is received.
As of December 31, 2016, Management informed that the prescriptive period has

already set in.

	Not Implemented
No examiner’s assessment was issued by the BIR covering the period 2007

Not Implemented

	AAR 2015

A 

AOR-15
	NEA maintained  depository bank account with a foreign bank, not an Authorized Government Depository Bank/Government Financial Institution (AGDB/GFI) without prior approval from the Department of Finance (DOF), contrary to the DOF Circular No. 001-2015.   The bank account showed a balance of P10.706 million


	Expedite the withdrawal/transfer of funds from First Bank to an Authorized Government Depository Bank/Government Financial Institution, if not, secure/request  approval from the DOF for maintaining account with bank other than the  AGDB/GFI as required in DOF Circular No. 001-2015 and DOF Circular No. 003-2015
	NEA sent various letters to First Bank demanding the release but First Bank claimed that Phil-Jian sold/assigned to the Far East Bank and Trust Company (FEBTC), now Bank of the Philippines Islands (BPI), NEA will deposit the amount in Land Bank of the Philippines (LBP) or Development Bank of the Philippines (DBP) once First Bank transfers the amount of $69,576.70.
	Partially Implemented


	AAR 2015

A 

AOR-16
	The carrying value of the items included in Property, Plant and Equipment (PPE) for CY 2015 fire insurance coverage was overstated by P2.059 million due to inclusion of semi-expendable and non-insurable property and incorrect computation of net book value.  This resulted in higher insurance premium

	Revise and update the list of properties to be insured for CY 2016 to avoid payment of higher premium, furnishing COA of the revised Inventory of insurable properties.

Make the necessary adjustment for properties which were not charged of any depreciation since its acquisition.


	To revise and update the list of properties to be insured for CY 2016 and will furnish COA of the revised list.
Adjusted per JEV 2016-01-002051 dated January 29, 2016
	Partially Implemented
Implemented

	AAR 2015

A 

AOR-17
	Account Receivables–Disallowances/Charges amounting to P850,897 remained unsettled for ten years as of December 31, 2015 due to the absence of action taken by Management towards the settlement of disallowances
	Strictly monitor and enforce settlement of the disallowances in accordance with the procedures under the Rules and Regulations on Settlement of Accounts (RRSA) prescribed under COA Circular No. 2009-006; 

Exhaust all possible remedies to collect from the persons liable who are no longer connected with NEA;

Deduct from salaries or any amount due to the persons liable for those who are still connected with NEA for settlement of the disallowances

Require the Accountant to conduct verification, analysis and validation of accounts with negative balance and for adjustment, and prepare adjusting entry, if warranted
	Reiterated management's request for the write-off of the receivables on its   response to COA AOM No. D/C-2016-07 (2015) dated March 16, 2016.

[image: image6.png]JEV No. Amount
JEV-2016-04-002693  5,763,000.41
JEV-2016-04-002701 370,381.43
JEV-2016-04-002714 968,738.00

7,102,119.84





Awaiting COA's decision of

the request dated January 12, 2010 to  write-off the receivables.
Reconciliation is being conducted and as of December 31, 2016, based on the recovered vouchers and other available documents, no reconciling items were found hence no adjusting entries were made. The FSAD will continue to conduct reconciliation and will prepare adjusting entry, if necessary.


	Not Implemented
Not Implemented
Not Implemented

Partially Implemented



	AAR 2015

A 

AOR-18
	A number of deficiences in handling cash accountabilities of NEA accountable officers were noted, among which are:  (a) allowing contractual employee to be a custodian of revolving fund; (b) incomplete recording of transactions in the cashbook; (c) failure of accountable officers to surrender their cashbook when deployed to another department or when they retired; and (d) incurrence of unnecessary expenditures out of the revolving fund.
	Instruct the concerned accountable officer not to allow contractual employee/s to have any access to or have direct responsibility over government funds as provided under COA Circular No. 97-002

Require all accountable officers to properly accomplish their cashbooks pursuant to Paragraph 6.2 and 6.3 of COA Circular No. 97-002

Require all accountable officers to replenish the petty cash fund when it reaches 75 percent  utilization or as the need requires for proper accounting of petty cash fund as provided under Paragraph 4.3.1 COA Circular No. 97-002

Require all accountable officers to surrender the cashbook to the Accountant or the Treasurer when an AO is transferred, relieved from duty or when retired and advise retiring AOs to submit to the Auditor a report of his accountability as provided under COA Circular No. 97-002 and COA-Memorandum No. 2013-004
Strictly implement the proper use of Petty Cash Vouchers;

Cause the issuance of authority to newly designated AO or transferred AOs indicating the maximum accountability and purpose of the cash advance as a required attachment for initial cash advance as provided under par. 1.1 of the Revised Documentary requirements for Common Government Transactions (COA Circular No. 2012-001 dated June 14, 2012);

Cause the issuance of new set of cashbook to newly designated AO to begin with and strictly comply with the proper handling, custody and disposition of government funds as provided under COA Circular No. 97-002; and

Henceforth, stop the use of public funds for unnecessary expenditures and refund the amount spent for wreath.
	In a meeting with all the Accountable Officers (AOs) held on February 18, 2016,     Mr. Enrique L. Morales committed to abide                  with the audit  recommendations and promised that he will  personally handle the custodianship of the  Revolving Fund (RF)   and do the recording of transactions in his Cash Book.

The AOs were instructed on the proper handling of their Petty Cash Fund.

Review/Analysis of the expenses that are normally charged to the PCF showed that the revolving amount granted to the following AOs was insufficient to cover the regular expenses of their department. Hence, we recommended for the increase in the amount of RF  from P1,999.00 to P4,999:

    AO
           OFFICE
Amelita D. Acasio -
ECAD

Vanessa Pedraza -
CRFS

Grace C. Baggao  -
AMGD

Lyncel Lagasca     -
FSD
They issued new Office Memorandum to all AOs indicating the maximum accountability and purpose/s of the cash advance

For uniformity on the type of Cash Book to be used by the AOs, they procured the Official Cash Book for Cash Disbursing Officers from the National Printing Office.

Upon receipt of the result of your Cash Examination of the revolving funds of the Public Affairs Office (PAO), Ms. Rosario Salvador stopped the practice of using the fund for the cost of wreath given to family of the demised relatives/ NEA employees.

As discussed in the previous statements, all recommendations were taken-up during the meeting and the AOs committed to strictly follow all the suggestions.
	Implemented

Implemented

Implemented

Implemented

Implemented

Implemented

Implemented

Implemented



	AAR 2015

A 

AOR-19
	Designation of contractual employee as Bids and Awards Committee (BAC) Acting Secretary was not in accordance with Section 14 of IRR of RA 9184.
	Relieve the non-organic personnel as acting secretariat of the BAC and designate a permanent, regular employee to perform the work of BAC Secretariat.
	Management issued  Office Oder No. 2016-057 and 058  both dated April 27, 2016 reconstituting the composition of the Bids and Awards Committee (BAC) and appointing a regular employee as BAC Secretariat.


	Implemented


	AAR 2015

A 

AOR-20
	NEA advanced the remittance of employees’ salary withholding tax covering the month of December 2014 amounting to P1.149 million to the Bureau of Internal Revenue (BIR),  in violation of Section 4.2 of PD 1445
	Stop the practice of advancing the payment/remittance of employees’ salary/allowances withholding tax to the BIR. Otherwise, the approving officials responsible for the advance payment will be held accountable
	Management agreed with the audit recommendations and commented that effective taxable year 2016, NEA will stop the practice of advancing the payment/remittance of employees’ uncollected withholding tax to the BIR.
For the amount advanced in 2015, the employees authorized the management to deduct immediately from their salary/incentives the amount of withholding tax advanced by NEA.


	Implemented


	AAR 2015

A

 AOR-21
	NEA advanced the employees’ death contributions and employees’ premiums for the GSIS Group Personal Accident Insurance totaling P0.975 million using Corporate funds, in violation of Sections 2 and 4(2) of PD 1445. Likewise, Due from Officers and Employees for death contribution and GSIS Group Personal Accident Insurance premium pertaining to CYs 2015 and prior years amounting to P310,116 and P166,655, respectively, or a total of P476,771 remained uncollected/outstanding as at year-end
	Stop the practice of advancing the employees’ death contribution to family member of deceased employee or deceased family member of the employee, otherwise the approving officials will be held liable/responsible therefor; 

Cause the immediate deduction from employees’ salary payroll the full amount of uncollected receivables for death contribution and GSIS personal accident insurance premium; and

Henceforth, strictly comply with the provisions of Section 2 and 4(2) of Presidential Decree 1445.
	NEA has stopped advancing the employees’ death contribution to family member of deceased employee or deceased family member of the employee as well as the payment of the premiums for GSIS Personal Accident Insurance. The last advance payments were made on April 18, 2016 per JEV-2016-04-003016, and March 11, 2016 per JEV-2016-03-002679 respectively.
Of the total death contribution of P856,323.92 which was  advanced/paid by NEA for deceased beneficiaries of NEA  employees, Management has collected a total of P854,885.54 as of February 12, 2016, or 99 percent collection efficiency. For the unpaid balance of P2,195.00, they assured COA that NEA will collect/deduct from the salary or retirement claims of the concerned employees.

As shown in the attached Status of GSIS Accident Insurance for the period  February 6, 2014 to October 16, 2015, NEA has collected/deducted  the total amount of P64,742.00 as against total remittance to GSIS of P61,489.70 or an over collection of P3,252,21. Aside from the over collection, Management wanted to point out that the dates of collections were much earlier than the dates of remittances.

. 


	Implemented
The death contributions are now advanced from NEA’s Provident Fund.

Partially Implemented

As of December 31, 2016, the accounts Death Contributions as well as GSIS Personal Accident Insurance still showed outstanding balances of P16,929.51 and  P166,357.73, respectively.
Implemented


	AAR 2015

C
AOR-1
	The GAD allocation of P2.395 million representing 5 percent of total appropriations was not compliant with the required GAD budget provided in the General Appropriations Act (GAA).  Further, the use of GAD funds had not been optimized because programs, projects and activities embodied in the GAD Plan were not fully implemented.  

	Provide substantial and reasonable GAD budget as required by law to effectively carryout GAD activities that address gender related issues and achieve GAD’s mandate in NEA; and

Revisit or improve the planning and implementation of NEA’s GAD activities to achieve the desired goals and objectives.
	NEA GAD Plan and Budget for CY 2016 and 2017 were approved by   Philippine Commission on Women (PCW).
	Partially Implemented
For CY 2016, the GAD Plan and Budget was not endorsed by PCW to the agency

Partially Implemented



	SUBSIDY AUDIT

	AAR 2015
B
AOR- 1

	Unliquidated subsidy releases to the 117 electric cooperatives aggregating P8.848 billion could have been significantly reduced, and the year-end balance of account, Due from NGOs/POs amounting to P16.999 billion should have been diminished as at year-end, had NEA not allowed subsequent releases to the ECs until the previous fund releases have been fully liquidated.

	Refrain from granting subsequent releases to ECs with unliquidated subsidies; 

Expedite the inspection of completed and energized projects and the issuance of CFIA, a necessary document to be submitted by the EC for the final liquidation of the subsidy pursuant to Section 4 of the MOA; and

Require ECs to immediately submit the liquidation report to facilitate the closing of the books of both ECs and NEA pertaining to the subsidy fund and reflect the accurate amount in the financial statements.
	NEA has stopped granting subsequent releases to ECs with unliquidated subsidies through the issuance of Memorandum No. 2016-022 dated October 11, 2016, however, the 2nd and final releases are being considered. 

NEA has prioritized the inspection and acceptance of the completed/energized projects for liquidation of subsidy releases to ECs.

NEA issued Memo No. 2013-023 dated October 10, 2013 re: “Submission of Original Documents to Support the Liquidation”.


	 Implemented.

Partially Implemented.
Partially Implemented.



	AAR 2015 B AOR- 2

	Of the P3.929 billion subsidy funds received in CY 2014 from the National Government for the Yolanda Rehabilitation and Restoration Program (YRRP), (a) the amount of P344.558 million remained unallocated to the intended electric cooperatives;  (b) the amount of P334.979 million pertained to the excess of allocated funds for ECs over the subsidy funds actually released to ECs; and (c) the remaining balance of P584.355 million of the allocated subsidies remained unreleased  to intended ECs as of December 31, 2015.

	Speed up allocation of the subsidy funds of P344.558 million and release of allocated subsidies of P584.355 million to the intended ECs; 

a. Seek approval from DBM for the disbursement or release  of subsidy funds in excess of the allocated amount to the ECs amounting to P334.979 million; and 

b. Return to BTr the unreleased amount allocated to BOHECO 1 amounting to P1,000,000.

	Fully allocated. As of February 28, 2017, the unreleased portion is P438 million accounted for the 9 ECs with 10% retention and 12 ECs with progress billing.
ASD sent memorandum to ATEO dated February 24, 2017 requesting ATEO to set the final deadline for the ECs to submit documents for the final release of YRRP funds.

NEA submitted to the DBM the total damaged cost amounting to P5.2B for Calamity Assistance in which the DBM issued SARO and NCA for only to P3.9B. Thus, allocated the funds received from DBM with the following assumptions: ECs with damage cost of P2M and below were allocated in full; ECs with new damage cost lesser than original   allocation were allocated the total damage cost; ECs with new damage cost greater than the original allocation were allocated on a pro-rata basis. To date, the amount of P3.9B was fully allocated to the 33 ECs affected by Typhoon Yolanda and the unreleased balance is only P438M equivalent to 11.14%.  The said balance represents the 10% retention and progress billing from the ECs.

Already released on July 25, 2016 and liquidated in August 2016.

	Partially Implemented.

Fully Implemented.

Fully Implemented.



	AAR 2015 B AOR- 3

	Of the 32 ECs that received YRRP subsidy fund, 29 ECs had unliquidated funds totaling P3.223 billion as of December 31, 2015 despite the reported completion of the projects, incurring delay in the liquidation for more than a year based on the Report on the Status of Power Restoration. 
Also, liquidation reports received from 10 ECs were submitted to COA despite the same have not been recorded yet in the books.
Furthermore, completed projects were not inspected by the concerned Accelerated Total Electrification Office (ATEO) personnel, and the Certificate of Final Inspection and Acceptance was not issued.  


	Require the 19 ECs to liquidate immediately the subsidy fund receipts, with complete supporting documents, to facilitate the closing of the books of NEA and of the concerned ECs to reflect the accurate amount in their respective books of accounts;    
Require the concerned personnel of Accounts Services Division and Finance Services Department to verify and record the liquidation reports submitted by the ECs first before submitting  the same to COA, and if there are unutilized amounts reported in the Accounting of Funds, require the concerned ECs to refund/remit immediately to NEA to avoid build-up of unexpended/unutilized balance; and

Require the concerned personnel of ATEO to fast-track the conduct of inspection and issuance of CFIA to facilitate the preparation of liquidation report. 


	Massive conduct of final inspection of YRRP projects is on-going.  NEA ensured the immediate liquidation of subsidy releases upon submission of CFIA.  As of January 31, 2017, total liquidation amounted to P3.303B out of P3.491B equivalent to 95%.

NEA ensured that the liquidation reports are verified and recorded before forwarding the same to COA.  Likewise, NEA required ECs to refund/remit immediately to NEA unexpended/unutilized balance to avoid its build-up. Various transmittal sheets are forwarded to COA regarding the submission of original documents supporting liquidation by ECs and SL for YRRP supporting the refund or collection from ECs.

NEA fast-track the conduct of inspection and acceptance.

For inspection (lateral) – SAMELCO II (partial inspection-backbone lines); LEYECO V (partial inspection-awaiting as-built staking sheets).


	Partially Implemented.

Partially Implemented.

Partially Implemented.

	AAR 2015 B AOR- 4

	Stale, cancelled and unclaimed checks totalling 89 for release of subsidy fund to the electric cooperatives amounting to P909.150 million resulted in the delayed implementation of electrification projects.


	a. Require the concerned personnel of Finance Services Department that check generation should only be done when the fund is already received from the BTr to minimize accumulation of stale/cancelled and unclaimed checks; 

b. Ensure that the EC is already cleared as to compliance with  all  documentary requirements  before check generation  and signing of checks;

c. Consider the technical capability of the ECs in terms of previous projects implementation before transferring funds,  given  the stringent  project timeline  and those ECs in dire need of  projects especially successive releases so as not to compromise government objective, and ensure liquidation of previous subsidy before the release of the next subsidy/transfer, in accordance with COA Circular No. 2012-001; and

d. Require the Treasury Division to keep records on the updated status of subsidy checks so that information is readily available at any given time. 


	Management will ensure that checks for electrification projects will be prepared and signed by authorized signatories after clearance from ATEO and ASD as to compliance of documentary requirements.
ECs are allowed to start implementation of projects even before receipt of subsidy funds to ensure timely completion of 32,441 sitios.  Also, while there are stable and cancelled checks, the funds were reallocated to other ECs that have the technical capability to implement additional projects on top of their original targets/commitments.  Delays may be due to extreme reasons.

Management agreed that technical capability of ECs has to be considered so as not to compromise government objective.  Management prioritize the release of funds to ECs with track record in terms of timely project completion and energization.  It is a fact, however, that there are unexpended problems being encountered during project implementation (political issue, peace and order, right of way) and since the remaining unenergized sitios are the last mile sitios which are located in mountainous and no road access far flung areas, project completion may be extended.

Management will prepare a report of unclaimed checks citing the specific reason/s of untimely release of checks to ECs.
	Fully Implemented.
Fully Implemented.

Partially Implemented.
Fully Implemented.


	AAR 2015 B AOR- 5

	Implementation of projects for the construction of distribution lines subsidized by the National Government under SEP/BLEP was delayed for five projects totaling P263.188 million, while two projects with aggregate cost of P6.462 million were not implemented, in violation of Section 3 of the MOA between NEA and ECs.


	Require the ECs to strictly comply with the timeline as stated in Section 3 of the MOA,  and to request NEA for the grant of  extension with sufficient justification and approval from the EC Board, before the expiration of the timeline;

Request realignment of fund allied to the project in accordance with NEA Memoranda for unimplemented projects;

Implement a strict and consistent monitoring scheme on the status of project implementation by the ECs; and
Require the ATEO personnel to provide data on the conduct of analysis of EC’s implementation performance and assessment of their capacity to implement projects simultaneously at given period of time and provide basis for awarding numerous projects to a particular EC. 


	The MOA was amended to incorporate provision for extension of ECs’ timeline to complete the projects (attached).

NEA has issued Memorandum No. 2015-15 dated June 22, 2015 “Request for Realignment of Projects” to all ECs for guidance and strict compliance.

Collaborative monitoring initiative/scheme by NEA and EC’s focal person/technical staff is being facilitated to ensure that the “Status of ECs’ Project Implementation” is current at all times.

EC’s implementation performance is measured based on the extent/magnitude of the project/s being executed, timeline of completion and submission of requirements. In this regard, prompt collation of historical, as well as current data is in progress, to serve as basis, in the preparation of detailed analysis of EC’s implementing performance and assessment of capacity to simultaneously implement projects at a given period of time.


	Implemented.

Partially Implemented.

Partially Implemented.

Partially Implemented.

	AAR 2015 B AOR- 6

	The year-end balance of Due from NGOs/Pos amounting to P16.999 billion and Other Payables

amounting to P22.326 billion were both overstated by P125.111 million for CY 2015 and an undetermined amount for CYs 2014 and prior years due to inclusion of Other Service Income representing 2 percent Engineering and Administrative Overhead (EAO) which was already deducted outright from the subsidy releases to the Electric Cooperatives, contrary to the provision of IAS 1 on Qualitative characteristics of useful financial information following the principle of faithful representation.


	Account the amount of service income as a reduction from the liability to the BTr (account Other payables) and net from Due from NGOs/POs upon release of subsidy fund to the ECs as follows:

Dr. Due from NGOs/POs  xxx(a) 

Dr. Other payables          xxx(b)

Cr. Other Service Income          xxx

Cr. Cash in Bank                       xxx

Where:

a. Due from NGOs/POs is the amount

    of subsidy release less service 

    charge/service income earned

b. Other Payables is the amount of

    service income earned

Prepare the following recommending adjusting entries to correct the current year reduction of Other Payables as follows:

Dr. Other Payables           125,110,931.55

Cr. Due from NGOs/POs  

                              125,110,931.55

Revisit  the prior years’ total reported service income (CYs 2014 and prior years) in relation to the subsidy fund receipts/release; then analyze the account Due from NGOs/POs and determine the amount of service income that were already deducted from account Other Payables on the liquidations made and deduct from the amount of service income; and

Based on the results of par. 6.7.c, effect the necessary adjusting journal entries to reflect the correct balance of the affected accounts.


	Management informed COA with regret that they cannot follow the recommended entries for the Release and Liquidation of Subsidy funds to the ECs because NEA must adhere to the provisions of the General Appropriations Act (GAA).

Special Provision #1 provides among others that “the NEA is authorized to deduct Engineering and Administrative Overhead (EAO) expenses not exceeding two percent (2%) of the project cost.  The EAO shall be treated or booked up as capitalized expenditures and forms part of the project cost therefore NEA shall continue to book-up subsidy releases together with the EAO as part of the receivables from the ECs.

	Not implemented.
Not implemented.
Not Implemented.

Partially Implemented.
Adjustment was made following the recommendation to take up service income based on accomplishment of 70% be booked as outright service income and 30% to be deferred income until all required activities are fully undertaken.


	AAR 2015 B AOR- 7

	Unexpended balance of subsidies released to ECs amounting to P98.358 million for the 122 projects implemented by 12 ECs under SEP/BLEP were not refunded/ remitted to NEA, contrary to Section 7 of the Memorandum of Agreement (MOA) between  NEA and ECs, NEA Memorandum No. 2013-022 and Section 4.5.6 of COA Circular No. 2007-001.


	Require the ECs for the full return/refund or request for realignment from  NEA of the unexpended balances for the 12 ECs audited in CY 2015 from their subsidy receipts amounting to P98.407 million and the 11 ECs audited in CY 2014 totaling P31.719 million;
In case of realignment, ensure that the unexpended balances accruing to the fund are requested by ECs for activities allied to the project, within one month after final inspection of NEA, otherwise, require refund thereof; and
Require the concerned Department to monitor on the timely return of the unexpended balance based on the AF submitted by EC to the concerned personnel of ASD. 

	Of the P98.357M CY 2015 unexpended subsidy funds of 12 ECs (Annex 1- ML 2015), the amount of P97.968M was returned/realigned/ adjusted and with submission of updated AOF, leaving a balance of P3.900M equivalent to 99%.

For P48,783.33 of SURNECO’s PDAF projects in 2006, the amount was not required for liquidation.
Of the P42.957 CY 2014 unexpended subsidy funds of 13 ECs (Annex 2-ML 2014), the amount of P37.947M (88%) was returned/realigned/ adjusted with submission of updated AOF, and P5M was converted into loan by FICELCO, leaving a balance of P5.010M.

NEA ensured that the project/s requested for realignment are allied to the project and that the request be done within one month after NEA final inspection.  Included in the MOA provision and in Memo No. 2013-023 dated October 10, 2013.

NEA ensured the timely submission of final AOF to determine the excess subsidy funds and monitor the ECs timely return of the funds.

	Partially Implemented.
Fully Implemented.

Partially Implemented.



	AAR 2015 B AOR- 8

	Release of subsidy to ECs was processed and approved even without complete documentations supporting the request, in violation of COA Circular No. 2012-001 and NEA Memo No. 2013-008.  Moreover, subsequent release was made for another project even without liquidation of previous releases as required in Item 2 of COA Circular 2012-001.


	Require the concerned ECs to submit lacking documentary requirements to support the request for  subsidy release; 

Ensure that no request for subsidy release is processed unless complete supporting documents are submitted; and

Require the ECs to immediately liquidate the completed and energized projects before releasing new subsidy for another project. 

	For 2017 projects and onwards, ECs are required to submit all documents particularly the Commitment Letter and Execution Plan in support of their request for subsidy release.

NEA ensured that ECs’ “Request for Subsidy Release” are processed only if supporting documentary requirements are complete.

NEA complied with COA’s recommendation starting October 2016.


	Partially Implemented.

Partially Implemented.

Partially Implemented

	AAR 2015 B AOR- 9

	Procurement procedures were found to be non-compliant with RIRR of RA 9184, to wit:

a. Advance payment/mobilization exceeding the 15 percent limitation;

b. Deficiencies in the posting of bid security; 

c. Three ECs non-complying with required posting of performance security by their contractors, while four ECs accepting posting of performance security lower than the required percentage;

d. Deficiencies on compliance with the requirements of RA  9184 and on the complete documentation of disbursement transactions; 

e. Winning bidders failing to meet the required Net Financial Contracting Capacity; 

f. Failure to comply with the mode of procurement;

g. Procurement of materials awarded to the lowest bidding contractors/suppliers on a per item basis; 

h. Participation of ANTECO Employees Multi-Purpose Cooperative (AEMPC) in a bidding for a certain project, which was actually declared the winning bidder; and

i. BAC officers lacking the necessary training on the New Government Procurement Law (RA 9184).


	Require the ECs to make representation with the contractors to refund the excess mobilization fee if not yet covered by progress billings and/or require them to pay interest for the excess payment made  at the prevailing rate of interest used by the bank;

Require the ECs for the on-going projects to require their respective bidders to post the required performance security and bid security;

Require ECs to support disbursements with complete documentation and adhere to the requirement of RA 9184as to the following:

i. Abstract of Bids – ensure that bid price of qualified bidders is within or equal to the amount of ABC, otherwise, they should be outrightly disqualified,  
ii. Invitation to Bid – provide complete details as to schedule,  deadline and timeframes,
iii. BAC Resolution – this document must be dated to establish  the accuracy of date of issuance of Notice of Award,
iv. Notice to Proceed – should  be issued within three calendar days from the date of approval of the contract and within two calendar days  for infrastructure project with ABC of P50 million, and
v. Contract – contract must be signed within the prescribed timeline;

Require the ECs to ensure that bidders who do not meet the required Net Financial Contracting Capacity are not allowed to participate;

Require the ECs to observe strictly the bidding procedures particularly on the mode of inviting bidders. Disallow ECs who are resorting to Limited Source Bidding such as giving direct invitation to their accredited suppliers;

Require the ECs to strictly observe and comply with the Revised IRR of RA 9184 on the procurement of materials and labor that bidders should be ranked from lowest to highest in terms of calculated price. The price should be on a whole lot and not on a per item basis; 

Require the ECs to ensure compliance of bidders to Eligibility Requirements set forth in RA 9184 to hinder unqualified/incapacitated contractors from implementing government projects; 
Disallow ECs who accept Employees Multi-Purpose Cooperative to participate in bidding a project; and

Require attendance of the BAC members or EC officials to a lecture or seminar on R.A. 9184.


	NEA required the concerned ECs to make representation with the contractor to return the excess mobilization fee.  Some ECs have already informed NEA that excess mobilization fee was already returned (GUIMELCO, ANTECO and NONECO) by the contractors.  NEA conducted seminar on RA 9184 on 9/22-23/2016 and 10/26/2016.
NEA required the ECs to post the necessary performance and bid securities.  NEA conducted seminar on RA 9184 on 9/22-23/2016 and 10/26/2016 (attached).

NEA required the ECs to support disbursements with complete documentary requirements and strictly adhere to the provisions of RA 9184 and its implementing rules and regulations, NEA Policies/    Memoranda, MOA and other relevant rules and regulations.  NEA has already communicated with the EC to ensure that bidding process is within RA 9184.

NEA required the ECs to ensure that bidders who do not meet the required Net Financial Contracting Capacity are not allowed to participate in the bidding.

NEA issued Memorandum re:  Sitio Electrification and Barangay Line Enhancement Programs”, dated May 11, 2015 to remind ECs to strictly adhere to Section 3 of the MOA “Procurement of equipment and materials and/or engagement of contractors for the project(s) shall be guided by RA 9184 and its Implementing Rules and Regulations and relevant NEA policies, rules and regulations.

NEA required the ECs to strictly observe and comply with RA 9184 and its Implementing Rules and Regulations, specifically on provisions pertaining to procurement of materials and labor.  Prices shall be based on a whole lot. 

 NEA conducted seminar on RA 9184 on 9/22-23/2016 and 10/26-27/2016. 
NEA required the ECs to ensure compliance of bidders to Eligibility Requirements set forth in RA 9184.

NEA issued Memorandum to all ECs regarding Implementation of SEP and BLEP Projects on February 16, 2017 advising ECs to prohibit the participation of Employee’s Multi-Purpose Cooperative in bidding a subsidy funded electrification projects.
NEA scheduled seminar to conduct training on RA 9184 and its IRR to ECs’ BAC Members, Secretariat and TWG.

NETI conducted a two-day seminar on RA 9184 and its revised IRR on 9/22-23/2016 (1st Batch) and another was conducted on 10/26-27/2016 (2nd Batch), per attached supporting documents.


	Partially Implemented.

Partially Implemented.

Partially Implemented.

Partially Implemented.

Partially Implemented.

Fully Implemented.

Partially Implemented.

Fully Implemented.

Partially Implemented

	AAR 2015 B AOR- 10

	Of the P54.209 million unutilized/unexpended balances of subsidies released to ECs with requests for realignment, the amount of P12.546 million not approved for realignment by NEA was not returned by the ECs to NEA, pursuant to Section 7 of the MOA between them.


	Require the concerned ECs to immediately return to NEA the excess subsidy totaling P12.546 million not approved for realignment;
Require the concerned ECs to submit Accounting of Funds/Liquidation Reports and  supporting documents to liquidate the subsidy realigned or Report on the Fund utilization (whichever is applicable), specifically if the realigned projects/sitios  were from the excess subsidy of the original project/s; and

Submit original copies of Certificate of Final Inspection and Acceptance of the approved realigned projects.

	Out of P12.304M equivalent to 98% was already retuned/offset/realigned/revalidated, leaving a balance of only P242 Thousand as of March 30, 2017, per attached supporting documents.

NEA required the concerned ECs to submit the required Accounting of Funds with complete supporting documents for liquidation.

NEA complied with COA recommendation.  The original copies of the CFIAs were submitted to COA.
	Partially Implemented.

Partially Implemented.

Fully Implemented.

	AAR 2015 B AOR- 11

	a. Deficiencies relative to the issuance of Certificate of Final Inspection and Acceptance (CFIA) issued to various ECs were noted, to wit:  

b. Out of the 5,706 sitios/barangays covered with 389 CFIAs, 1,807 or 34 percent sitios/barangays including the pass-by sitios were unenergized or without power supply;
c. The CFIA submitted was not compliant with Section 39 of the P.D. No. 1445;

d. CFIAs lacked control number to ensure the completeness of inspected and accepted projects;

e. CFIAs not signed by either NEA representative or EC officials;

f. Confusing/misleading CFIAs due to on-going status and inconsistent remarks; and

g. On ILECO II, some primary lines, open secondary lines and household wiring connections under SEPs 2012 and 2013 projects were found to be non-energized despite the NEA’s CFIA and the ILECO II’s Project Implementation Report (PIR) that these were already energized. 


	Formulate a solution or plan in coordination with the ECs and LGUs in order to resolve the existing predicament of the beneficiaries and help the marginalized people as part of poverty alleviation program, so that government funds will not be wasted and the electrification program of the government will be effective;
Submit reports to COA in accordance with Section 39 of the P.D. No. 1445;

Provide CFIAs control number to ensure completeness of inspected and accepted projects for monitoring purposes;
Require NEA representative or EC officials who did not sign to affix their signature on the CFIA for completed projects under MORESCO I and DASURECO; 

Ensure that the project/s being certified are completed and energized since the issued certification are also with acceptance;

Include in the CFIA matrix the project description and the approved evaluated cost for proper identification and monitoring of the subsidy funded project; 

Conduct investigation and prepare action plan for the NEA representative/s who issued CFIAs with erroneous information; and
Submit justification/ explanation on the ILECO II’s sitios/puroks that have not yet energized.

	A Task Force was created on March 30, 2016 per attached Office Order No. 2016-045 to monitor and ensure the energization of completed sitios.  Requested the ERC to allow ECs to install KWH meters in all completed sitios using their own seal so they can serve their households immediately.  The NEA Task Force team was monitoring and updating the status of energization of completed sitios.  An “Updated Status of Energization” is regularly submitted to COA.

NEA submitted original copy of CFIA to COA as part of supporting document for liquidation.

CFIA format was amended starting May 2016 onwards.

CFIAs were already signed by NEA representatives.

NEA had already submitted to COA the updated/signed CFIA.

NEA had already amended the CFIA matrix to comply with COA’s recommendation.  Effectivity of the new CFIA format/template was in May 2016.

NEA submitted to COA ILECO II’s reply that there were discrepancies on the date of completion because during the preparation of the COA Report, the dates of completion of the sitios/puroks were mixed up during the transfer of data from the CFIA format to COA format.  Further, the EC is asking for a consideration that “the date on the CIA should prevail”. 

NEA submitted ILECO II’s Updated Report on the Status of Unenergized Sitios/ Puroks as reported in the issued CFIA.

NEA submitted ILECO II’s justification regarding sitios/ puroks that have not been energized.


	Partially Implemented.

Partially Implemented.

Partially Implemented.

Partially Implemented.

Fully Implemented.

Partially Implemented.

Partially Implemented.

Partially Implemented.

	AAR 2015 B AOR- 12

	Failure to impose the required Performance Security on the subsidy fund released to the Electric Cooperatives (ECs) posed risk of non-complying with the implementation of the project within the prescribed completion date and contravened COA Circular No. 2007-001. 


	Require the ECs to post performance security to guarantee completion of projects funded out of government subsidy within 90 days as required under Section  4.5.7 of COA Circular No. 2007-001; and

Include a provision in the MOA between NEA and ECs requiring the posting of performance security by the ECs. 


	NEA held a Consultative Meeting with FIMAP, PHILACEA and PHILATMEC held at the HESA Auditorium last May 6, 2016, per attached supporting documents.

EC’s comments on the said Consultative Meeting were as follows:  1. Posting of Performance Security is burdensome and costly on the part of the ECs.  2.  ECs have no source of funds for the performance security.  3.  ECs are not agreeable to post performance security. An option is to charge the cost of premium to the 5% contingency fund of the project cost.  NEA will issue a policy to include from the 5% contingency fund the premium for performance security.


	Not implemented.
Not implemented.

	AAR 2015 B AOR -13

	Noted were various violations by four electric cooperatives in the implementation of household connections under SEP/BLEP, to wit: 

a. The potential number of household connections per sitio was not met;

b. House wiring materials issued to household beneficiary were not compliant with NEA Memorandum No.   2011-024;

c. Contractors failed to deliver in full the materials and labor intended for the installation of house wiring amounting to P3.620 million;

d. Actual number of household beneficiaries did not tally with the Certification issued by Punong Barangay;
e. Twelve households out of the 16 recipients of free house wiring were not yet energized at Sitio Dasan, Lanipe, Nueva Valencia;
f. There were 766 household connections representing 74 percent of the approved   number of household connections;

g. Some of the listed consumer beneficiaries are not qualified to the house wiring program; and
h. Absence of proper guidelines in implementation of household connection and lack or absence of provisions in MOA regarding implementation of household connection
	Revisit the provisions of the MOA; explicitly state in the MOA the number of approved potential household for electrical connection; and if possible, separate the MOA for the extension of distribution lines and housewiring connection to determine proper cost allocation;
Require the EC to separate the contract of service for housewiring from the contract of construction of distribution lines, if implemented by contract;

Set guidelines on housewiring policy and be specific on the proper implementation of the housewiring connection; and

Coordinate with EC to give affordable amortization program for the less fortunate or marginalized consumers to afford the membership fee and other dues for the initial electrical connection.


	The Enhanced MATDX Software automatically and separately reflects the Bill of Materials and Detailed Project Evaluation Cost for the distribution lines and house wiring.

NEA clearly and separately state in the MOA, the costs of house wiring including the number of potential household for electrical connection and construction of distribution line based on ATEO’s evaluation

NEA issued Memorandum No. 2011-024 dated December 26, 2011 re “Sitio Electrification Program (SEP),” which includes house wiring scheme.  Also, Memo No. 2016-004 regarding the full release of subsidy fund.

NEA discussed with the ECs during consultative meetings, the possible lending assistance to cover provision of affordable amortization program to marginalized consumers to afford the membership fee and other dues for the initial electrical connection.
	Not Implemented.
Partially Implemented.

Fully implemented.
Partially Implemented.

	AAR 2014

	FINANCIAL AND COMPLIANCE AUDIT

	AAR 2014 

B 

AOR-2
	Thirty-two items of purchased equipment costing P1.056 million were found with duplicate property numbers, resulting in confusion in the verification of items as reported in the year-end physical inventory report.


	Conduct regular reconciliation between the PPE Ledger Card and Property Card or the year-end Inventory report to eliminate discrepancies; and

Ensure that accounting rules and procedures are followed on loss of properties.


	Items listed as having duplicate property numbers are not accurate because as shown in the inventory report, letter “A” were added to the property numbers which reflected the difference; and

The lost item was inadvertently included in the December 31, 2014 Inventory Report because the Inventory Team was not aware of the loss of the item aside from the fact that Engineer Wilfredo Bucsit is assigned as Project Supervisor to Camarines Norte Electric Coop., Inc. (CANORECO) and the team had a hard time to personally ask him regarding the whereabouts of the property.  We are requesting that Engineer Wilfredo Bucsit be given more time to complete the documents   needed for relief of his accountability.


	Fully Implemented.
Not Implemented.

	AAR 2014 

C 

AOR-1
	Payments of CNA Signing Incentive, Anniversary Incentive and PRAISE Incentive to NEA officials and employees totaling P20.563 million were made in CY 2014 without legal basis.

CNA Signing Incentive - P7,525,000

Anniversary Incentive – P5,783,485

PRAISE Incentive – P7,254,167
	Discontinue the grant of the abovementioned incentives without the requisite legal basis;  and 

Require its immediate refund to preclude the issuance of a Notice of Disallowance.


	Started deducting from employee claims. Salaries and benefits last August 26, 2015.

Justification for the grant of incentives including the Anniversary Incentive and PRAISE Incentive
	Partially Implemented.
Partially Implemented

On Going

ND was issued for Anniversary Incentive

ND was issued for PRAISE Incentive



	AAR 2014   

C 

AOR-2
	Honoraria totaling P282,000 were paid to seven lawyers of the Office of the Government Corporate Counsel (OGCC) contrary to Section 6 of Executive Order No. 878 dated March 4, 1983.
	Discontinue the unauthorized payment of honorarium to the OGCC lawyers, unless the three conditions mentioned in Section 6 of EO 878 are present; and

Require the immediate refund of all honorarium payments to preclude the issuance of a Notice of Disallowance.
	Management commented that OGCC lawyers are entitled to receive additional compensation and privileges for the following reasons:

a) Their regular assignments  are special and additional tasks;

b) Records will show that the OGCC lawyers perform additional and special tasks on top of their regular duties and assignments;

c) Because the OGCC lawyers perform special tasks, they are entitled to receive additional benefits from NEA; and

d) The entitlement to additional compensation finds legal moorings under Section 6 of Executive Order No. 878 and Section 5 of RA 6000.


	Not Implemented

Not Implemented

ND was issued

	AAR 2014

 E 

AOR-1
	Annual GAD Budget was below the required 5 percent of the total appropriation
	Provide substantial and reasonable budget as permitted under existing laws to effectively carryout GAD activities to address gender related issues and achieve GAD’s mandate in NEA; and

Revisit or improve the planning and implementation of NEA’s GAD activities to achieve its objectives as intended.


	a) On annual GAD Budget not equivalent to at least 5 percent of the total appropriation

· GAD Focal Point System is on the start up level.

· Capacitating on the mainstreaming gender programs of the GAD TWG is on-going.

· 2010 PCW Guidelines not yet operationalized during the 2014 NEA GAD Plan.

b) On the unutilized GAD fund amounting to P4,453,537

· The program targeted consists of continuing activities for the client-focused organization.

· To hire a consultant for GAD program from PCW.

· FPS-TWG to attend a Capacity Building Training in the Harmonized Preparation of GAD Plan & Budget.

· To improve the NEA’s GAD activities to ensure that the objectives will be achieved.


	Partially Implemented

Partially

Implemented



	SUBSIDY AUDIT

	AAR 2014 D AOR- 1

	Subsidy releases for the Sitio Electrification and Barangay Line Enhancement Program (SEP/BLEP) totaling P8.362 billion remained unliquidated as of December 31, 2014 in violation of COA Circular 2012-001and Sections 3 and 4 of the MOA entered into by NEA with various Electric Cooperatives.


	Strictly comply with Section 2 of COA Circular 2012-001 and the Sections 3 and 4 of the MOA as agreed by NEA and ECs

Require the ECs to immediately submit the required liquidation reports  to facilitate the closing of the books of both ECs and NEA pertaining to the subsidy funds  and to reflect the accurate amount in the financial statements.
Expedite the inspection of completed and energized project and the issuance of CFIA which is a necessary document to be submitted by the EC for the final liquidation of the subsidy pursuant to Section 4 of the MOA.


	For the Status of Unliquidated Balances, per COA letter dated June 24, 2016 amounting to P16.997B as of December 31, 2016, the unliquidated balance is P19.408B.

Cost of projects with CFIA amounting to P1.79 billion was liquidated on December 31, 2015. 

Most of the projects in 2014 are already completed.

NEA hired Project Officers to fast track the inspection of completed projects and facilitate liquidation of subsidy funds released to ECs.
	Partially implemented.

Partially implemented.

Partially Implemented.



	AAR 2014 D AOR- 2

	Simultaneous and subsequent release of subsidy funds to 95 Electric Cooperatives for CY 2014 amounting to P5.502 billion was not in conformity with Section 2 of COA Circular No. 2012-001.


	Strictly comply with Section 2 of  COA Circular 2012-001 and Section 4 of the MOA; and 

Require the ECs to immediately liquidate the completed and energized project before releasing a new project/s.


	Management will comply to the extent of COA requirements and PNoy targets. To date, NEA defers the release of new projects if the EC has unliquidated subsidy.

Management already required the ECs to comply based on NEA Memo dated May 26, 2015.
	Partially implemented.

Partially implemented.



	AAR 2014 D AOR- 3

	Of the P3.929 billion received for the Yolanda Recovery and Rehabilitation Plan (YRRP) intended for the rehabilitation and reconstruction works of 33 Electric Cooperatives (ECs), the amount of P141.932 million were found unallocated; the amount of P579.099 million not released to ECs; the amount of P53.332 million not liquidated by the ECs and the amount of P1.019 million remained unreleased to BOHECO I.


	Submit explanations/justifications for the following: 

a. on-release of the remaining balance to ECs in the amount of P579.099 million

b. on-liquidation of  P53.332 million by the concerned ECs

c. Require the concerned ECs to promptly submit liquidation reports of completed projects in compliance with the MOA.


	The balance is intended for 10 percent retention (P389 million) and progress billing for on-going projects.

Amount liquidated P3.185 B as of December 31, 2016.

Liquidation reports of ECs with Inspected/accepted projects will be required for submission immediately.


	Fully implemented.

Partially Implemented.

Partially implemented.



	AAR 2014 D AOR- 4

	Lack of proper coordination in the processing of the request for the release of construction funds (RRCF) to electric cooperatives funded by subsidy resulted in the accumulation of stale checks, and delayed implementation of government electrification projects.

	Prioritize the processing of RRCF especially for those ECs who are in dire need of the subsidy projects but ensure that the previous subsidy releases are fully liquidated before the issuance of a new one pursuant to No. 2 of COA Circular 2012-001
Consider the technical capability of the ECs in terms of previous projects implementation within the agreed timeline especially for those with successive releases so as not to compromise government objective.

	The NEA committed to complete the energization of 32,441 sitios by end of 2015. To accelerate implementation, simultaneous release of subsidy funds to an EC is a strategy to attain the target. This is regularly monitored by DOE, DBM and OP. Nevertheless, the ECs are required the timely liquidation of all subsidy releases. Some delays in the liquidation are attributed to the occurrence of calamities like typhoons “Yolanda” and “Pablo” wherein the engineers of other ECs were deployed for immediate restoration of power in the affected areas

Management agreed that technical capability of ECs has to be considered so as not to compromise government objective.  Release of funds to ECs with track record in terms of timely project completion and energization are prioritized. However, there are unexpected problems being encountered during project implementation (political issue, peace and order, right of way) and since the remaining unenergized sitios are the last mile sitios which are located in mountainous and no road access far flung areas, project completion time may be extended.
	Partially Implemented.

Partially implemented.



	AAR 2014 D AOR -5

	Unexpended balance amounting to P42.955 million for the 70 projects of 13 ECs and interest earned of P1.974 million from 11 ECs were not refunded/ remitted to NEA pursuant to Section 7 of the MOA and NEA Memorandum Nos. 2009-026 and 2013-022.


	Require the EC to return/refund to NEA the amounts of P42.562 million representing the unutilized/ unliquidated balance of the subsidy received and interest earned amounting to P1.974 million in accordance with Section 7 of the MOA and Memoranda No. 2009-026 and 2013-022.

In case of realignment, see to it that the unexpended balance and interest earned  accruing to the fund are requested for activities allied to the project, within one month after final Inspection of NEA, otherwise, the same should be refunded to NEA


	Attached is Agency Action Plan and Status of Implementation for the Calendar Year 2014 as of December 31, 2016(Annex 2).

Summary:

Unexpended subsidy balance- P42,956,743.91

Less: 

Total Amt. Returned-                  

                         P13,778,370.91

Total Realignment

                            14,491,453.88

Amt. Converted into Loan

                              5,000,000.00

Submission of updated AOF—

4,585,874.29

Adjustment                90,546.30
                           37,946,245.38

Balance for Return/Realignment 

                            P5,010,498.53

(BATANELCO, PANELCO I, SORECO I)                 

Total Interest P1,939,180.17

Less: 

Amt.Returned

 P1,594,452.16

Approved Realignment

337,527.49

Adjustment

        7,200.52    1,939,180.17

                                     
	Partially implemented. 

Partially

Implemented.



	AAR 2014 D AOR- 6

	Subsidies allocated to five regions exceeded the amount provided under the CY 2014 General Appropriations Act (GAA by P712.031 million).  Likewise, the gross amount released to four regions exceeded the allocated subsidy fund for the said regions by P340.632 million. The unallocated subsidy fund amounting to P567.769 million caused delay in the implementation of SEP/BLEP projects.
	Take appropriate action for the immediate release of the balance to the respective ECs in accordance with the provisions of the MOA.


	In the processing of the ECs Budget Requests (BRs), we evaluate their request giving due consideration on the following factors before we recommend the allocation and the corresponding fund release to finance the implementation of the projects.

-The ECs historical capability to implement the projects

-The ECs submission of the complete documentary requirements for the release of subsidy fund as required in the GAA

-The ECs ability to submit and commit project implementation timelines

-The ECs capability to meet the set timelines for the completion and energization of the funded projects.

-The submission of liquidation reports of the ECs on previous subsidy releases

-ECs compliance on the provisions of the MOA and government rules and regulations as to subsidy releases.

	Partially Implemented.



	AAR 2014 D AOR -7

	The approval by NEA of requests for realignment of projects by the ECs was not in accordance with the provisions of the MOA and Memorandum No. 2013-022 issued by the NEA Administrator. Likewise, slow processing and the approval of the realignment requests deprived the beneficiaries of immediate access to the electrification program.
	Imposition of sanctions as provided for under Section 6 of the MOA which states thus:

“NEA shall institute appropriate actions and/or may suspend release of the subsidy fund in the event of failure of the RECIPIENT to strictly comply with the provisions of this agreement.” 


	NEA will comply with the COA recommendation.
	Partially Implemented.



	AAR 2014 D AOR -8

	Implementation of the subsidy-funded projects by ten ECs was not in accordance with the provisions of the Revised IRR of RA 9184, specifically on:

a. Advance payment or 30 percent mobilization fee paid by ECs to its contractors exceeded the prescribed limit of 15 percent under Revised IRR of RA 9184;

b. Failure of EC to require the winning bidders to post the required performance security;

c. Accounts receivable of bidders were accommodated as bid security in lieu of cash bond; and

d. Absence of a contract between the EC and contractors.


	Require the ECs to strictly observe and comply with the Revised IRR of RA 9184 on the procurement of materials and labor in the implementation of projects subsidized by the NG, inviting  attention to the provision of the MOA which states that:

“NEA shall institute appropriate actions and/or may suspend release of the subsidy fund in the event of failure of the RECIPIENT to strictly comply with the provisions of this agreement.”

Require the ECs for the on-going projects to post the required performance security bond

Require the EC to make representation with the contractors to refund the excess mobilization fee if not yet covered by progress billings and/or require them to pay interest for the excess payment made  at the prevailing rate of interest used by the bank

Ensure that the awarding of contracts and signing thereof are in accordance with the R.A. 9184

Require attendance of the BAC members or EC officials to a lecture or seminar on  R.A. 9184

Consult with the concerned personnel of the Government Procurement Policy Board (GPPB) on the procurement guidelines for alignment with RA 9184 for the subsidy funded projects to NGO/PO.


	During the ECs conduct of bidding for the procurement of labor and materials for SEP and BLEP Projects, NEA always reminded the EC to conduct bidding in accordance with RA 9184. Some ECs adopted the NEA’s Simplified Bidding Procedures. Hence, to address the conflict, we have issued Memorandum to all ECs on 11 May 2015 regarding the use of RA 9184 in the procurement of materials and labor of subsidy funded projects

NEA reminded the ECs to strictly adhere to the provisions of RA 9184.

NEA required the ECs to return the excess mobilization fees.  Some ECs had already returned the interest of the excess mobilization fees.

The awarding of Contracts are already in accordance with RA 9184 as NEA had already conducted Seminar-Workshop on said RA 9184.

NEA had conducted a two-day Seminar on RA 9184 and its IRR on September 22-23, 2016 (1st Batch) and another one held on October 26-27, 2016 for the 2nd Batch.

NEA had already conducted “S/W on Harmonization of Government Procurement Policies on RA 9184 & RA 10531”, per attached supporting documents from OCET.


	Partially Implemented.

Partially Implemented.

Partially Implemented.

Partially implemented.

Partially Implemented.

Partially Implemented.

ECs assured that future project/s will be in accordance with the RA 9184. 



	AAR 2014 D AOR- 9

	Preparation of liquidation documents for the subsidy funded projects was found deficient due to:

Absence of guidelines on the proper presentation of Accounting of Funds to liquidate the subsidy  received by the EC and proper identification of authorized charges against the contingency fund; and

Lapses in the preparation of Certificate of Final Inspection and Acceptance (CFIA) and delay in the inspection of completed projects.


	Fast-track the inspection of completed projects to prevent delays in the conduct of close out by the ECs of completed projects.


	Delay in inspection of completed projects. A total of 7,683 sitios were completed by different ECs from 2011 and 2012 under SEP projects.  During these years, there were only 10 engineers conducting project evaluation and supervision, and final inspection and acceptance.  The average sitios inspected per Engineer per day was only five (5) to seven (7) sitios.  They also assisted in the rehabilitation of ECs distribution lines damaged by Typhoon Pablo thru Task Force Kapatid.  Due to this, the schedule of final inspection was postponed or rescheduled. To address the said problem, NEA hired 15 Project Officers.


	Partially Implemented.



	AAR 2014 D AOR- 10

	Five Sitio Electrification Program projects of PANELCO I were reported completed in CY 2011, 2012, 2013 and 2014 but Certificates of Final Inspection and Acceptance have not been issued by NEA. 

Also, release of the amount of subsidy retained by NEA (net of the deficit subsidy for three projects) of PANELCO I totaling P15.982 million was no longer necessary unless PANELCO I would submit project proposal(s) for the improvements of said completed projects, or for the implementation of related project(s).  

The unexpended balance of subsidy received by PANELCO I pertaining to two projects amounting to P650,575 has not been returned to NEA.


	Require PANELCO I to submit project proposal to be funded by the project savings, either for the improvements of the completed projects, or for the implementation of related project, if they still need the fund otherwise require them to return the savings


	Amount of savings for return by the EC.


	Partially Implemented.



	AAR 2014 D AOR- 11
	On the implementation of PKKV Program, seven electric cooperatives were found to have deviated from the NEA guidelines, to wit:

a. 605 Consumers/beneficiaries were not qualified in six ECs;

b. 655 were disconnected on or before the implementation of the program in three ECs;

c. 100 consumers/ beneficiaries were granted subsidy of more than P500 charged to the subsidy fund; and

d. 316 identified consumers/beneficiaries were not granted the P500 one- time subsidy based on the ECs billing system or a total subsidy of P158,000.


	Require the concerned ECs to return/refund the amount of P888,356 pertaining to PKKV fund with deviations/discrepancies in the applications by the ECs; and the P805,500 representing the unutilized/unliquidated balance of the subsidy received in accordance with Section 7 of the MOA.


	As recommended, we have collected the amount of P808,617.45 or 93% of the amount due of P873.756 from the following EC:

· CEBECO II, OR#929- P166,291.67

· PENELCO  OR#1495  P177,000.00

· NEECO I

OR#1490

P36,500.00

· SORECO I

OR#1430

215,899.00

·  NEECO II-A2

OR#1489

P133,070.62

· FICELCO

OR#1488

P79,856.16

For the balance of P65,138.55, NEA will reconcile/adjust the amount and if needed, require the ECs to pay the amount.


	Partially Implemented.



	AAR 2013

	FINANCIAL AND COMPLIANCE

	AAR 2013

AOR- 13
	Due from Officers and Employees in the amount of ₱482,013 as of December 31, 2013 remained uncollected /outstanding.
	Stop the practice of advancing the donation/pledges of NEA employees for their death contributions and the  employees’ premiums for the GSIS Group Personal Accident Insurance;  and

Immediately effect payroll deductions for the uncollected long outstanding balances from employees thru payroll deductions.

	Management has already stopped the practice of advancing the donation/pledges of NEA employees for their death contributions and the employees’ premiums for the GSIS Group Personal Accident Insurance.
Management collected the outstanding balances thru payroll deduction.
	Implemented

Partially Implemented

	SUBSIDY AUDIT

	AAR 2013 B AOR- 1.2.1
AAR 2013 B AOR-
1.2.2

AAR 2013 B AOR -
1.2.3


	Unallocated subsidy fund amounting to P10.319 million from CY 2011 ARMM Stimulus Fund of P200 million.

Delayed Releases to ECs amounting to P50.837 million intended for the CY 2011 ARMM Stimulus Fund of 200 million.

Non-liquidation of OPAPP fund released to ECs amounting to P59.378 million as at year-end.
	Take necessary remedial measures to prevent delay in the release of subsidy to ECs.

Require the ECs concerned to fully liquidate their subsidies which purposes have already been completed/  implemented
	As of June 15, 2015 total releases to 6 ECs amounted to P152.426 million leaving a balance of P37.255 million. This unreleased amount represents the 10% retention and the amount of P24.293 million allocated to CASELCO which was delayed due to peace and order situation.
As of June 15, 2015 actions undertaken by NEA for the immediate release to ECs of the remaining unreleased funds:

•Each Regional Project Officer is tasked to ensure the immediate release of subsidy balance (20%) upon 50% accomplishment of the projects and EC’s submission of Budget Request.

• NEA created a task Force to conduct final inspection and acceptance of the completed/energized projects to enable the release of 10% retention/final payment.

•
NEA requested ECs to submit the original copies of the supporting documents (Accounting of Funds, Official Receipt, Bill of Materials, As Built Staking Sheets, etc.) to process the immediate release of final payment. NEA issued an advisory requesting to submit original documents (Memo No. 2013-023 dated Oct.10, 2013).

The unliquidated amount of P9.8 million as of Dec. 31, 2014 is expected to be liquidated by June 30, 2015 by SIASELCO.
	Partially Implemented.

As of 12/31/2016, total releases amounted to P189,046 million

inclusive of the returned to BTr P9.499 million and the total unreleased amount is P10.953 million. The details are as follows:

TAWELCO –    

      P944,488.75

SULECO –

        842,855.32

SIASELCO –

     1,089,314.94

MAGELCO –

     3,586,085.91

BASELCO –

     4,490,998.83 

    10.953 million

Partially Implemented.

As of 12/31/2016, unliquidated balance is P25.533 million.

   

	AAR 2013 B AOR- 2.1.1
AAR

2013 B

AOR- 2.1.2
	Unallocated subsidy fund balance amounting to P24.271 million under the CY 2011 DAP for Barangay Line Electrification Program (BLEP).

Unreleased funds amounting to P251.009 million as of year-end.


	Take appropriate action for the immediate release to ECs of the remaining unreleased funds.


	As of June 30, 2015, P38 million remained unreleased. 

Actions undertaken by NEA for the immediate release to ECs of the remaining unreleased funds:

· Each Regional Project Officer is tasked to ensure the immediate release of subsidy balance (20%) upon 50% accomplishment of the projects and EC’s submission of Budget Request.

· NEA created a task Force to conduct final inspection and acceptance of the completed/energized projects to enable the release of 10%retention/final payment.

· NEA requested ECs to submit the original copies of the supporting documents (Accounting of Funds, Official Receipt, Bill of Materials, As Built Staking Sheets, etc.) to process the immediate release of final payment.


	Partially implemented.

As of 12/31/2016, P8.820 million remained unreleased.



	AAR 2013 B AOR- 2.1.3

	Unliquidated amount of P870.905 million or 79% of the total amount released to ECs.


	Require the concerned ECs to promptly submit liquidation reports of completed projects.

For completed projects of ECs, ensure that the Accelerated Total Electrification Office (ATEO) fast track the inspection and acceptance thereof to facilitate the submission of liquidation reports by the ECs concerned.

For ongoing projects, and for projects not yet started but already covered by subsidy releases to ECs, strictly monitor completion thereof within reasonable period.

	Out of P870.095 million, P413 million were liquidated as of June 30, 2015

NEA issued Memorandum dated Oct. 10, 2013 to all ECs enjoining them to submit original documents to support the liquidation of subsidy funded projects

A task force was created to fast track the inspection and acceptance of completed projects and monitor completion of ongoing projects.

NEA issued Memorandum to all ECs dated September 30, 2013 for the unexpended subsidy funds.


	Partially Implemented.

As of 12/31/2016, P1.207 billion were liquidated.
Partially Implemented.

Partially Implemented.



	AAR 2013 D AOR -4

	Unexpended subsidy fund balances of completed projects amounting to P82.441 million and interest earned amounting P3.369 million were not returned/remitted by ECs to NEA despite the completion of the projects.


	Closely monitor the unexpended subsidy fund balances and its interest earned accruing from the fund, and either demand the return of the same immediately after 30 days of NEA’s final inspection of the project, or require immediate submission of request for realignment of the fund, if warranted.

Cause the suspension of any subsequent subsidy releases to ECs until compliance of the requirement is satisfied, in case of unjustified failure of the EC to comply with the provision/s stated in the MOA.

	As of December 31, 2016, additional refunds amounted to P2,818,135.32. 

Previous refunds was made on June 15,  2015 in the amount of P39.355 million.

Out of P3.369 million interest earned, P2.734 million was returned leaving a balance of P.635 million.


	Partially Implemented.

Partially

Implemented.



	AAR 2013 D AOR- 6

	Pantawid Katas Ng Vat Program (PKKV) released to selected ECs, consumers without credit memo, or those approved by NEA as qualified under the PKKV totalling 2,465 were not issued a credit memo while 340 consumers which did not qualify as recipients in the criteria set by DSWD and NEA were among the recipients of PKKV. 


	Require the ECs concerned to properly and fully account for the funds received from NEA under the PKKV, with actual and complete list of residential customers who availed of the PKKV.


	The ECs concerned returned the disallowed amount to NEA amounting to P794,271.88, leaving a balance of P85,228.12.
	Partially Implemented.

	AAR 2013 D AOR- 10

	Documents required to support the Accounting of Funds (AOF) reported by ALECO and CASURECO II in the amount of P83.719 million and P1.260 million, respectively, were not submitted for audit.


	Require the EC to submit immediately the documents to support the AOF for the projects specified in item 9 of the Status of Implementation of Prior Years’ Audit Recommendations.

Require ALECO to submit documentation for the realigned projects including justification for the realignment without prior NEA approval; and

Require ALECO to return excess payments against NEA’s evaluation cost totalling P4.706 million which were charged to the fund.
	The EC submitted a Certification from Albay Public Safety & Emergency Management Office, Provincial Disaster Operation Center certifying that the Province of Albay was affected by the attached list of disaster occurrences from May 2006 to December 2011and letter dated September 16, 2014, copies attached.
CASURECO II submitted certified true copies of the document.



	Partially Implemented.

Partially Implemented.

Partially Implemented.



	AAR 2013 D AOR -7

	The realignment of unexpended amounts/savings for subsidies received under the regular subsidy in CYs 2004, 2006, 2007 and 2008 totaling to ₱4.409 million was effected by AURELCO without NEA’s approval.
	NEA Management should take appropriate action for the realignment made by AURELCO without first securing approval.


	The request of AURELCO for approval of realigned project is under evaluation by ATEO.
	Partially Implemented.
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