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MEMORANDUM 

TO: 	 Mr. Malcolm Butler
 
Director, USAID/Philippines
 

FROM: 	 De ,
 
Resident Auditor
 

SUBJECT: 	Audit of the Visayas Cooperative 
Development Center, Inc. Contract 
under the Local Resource Management 
Project - Philippines 
Audit Report No. 2-492-92-02-N 

The accounting firm Fernandez, Santos and Lopez, an affiliate of KPMG Peat 
Marwick, performed an audit of the Visayas Cooperative Development Center, 
Inc. Five copies of the audit report are attached for your action. 

The Local Resource Management Project is an AID-financed activity with the 
Government of the Philippines (GOP) to improve the capability of local 
organizations to plan and implement activities for the rural poor. In October 
1989 the GOP, through the National Economic and Development Authority, 
contracted with Visayas Cooperative Development Center, Inc. (VICTO) to 
provide technical assistance and manage the Community Project Fund in Negros 
Occidental province. The contract cost was $47,350, but it was subsequently 
increased to $54,268. In addition, $39,769 was programmed for the Community
Project Fund to finance livelihood activities of poverty groups. The contract was 
to be completed by May 1991, but it was subsequently extended through August 



August 1991. The audit covered expenditures of $45,466 for the period 
November 6, 1989, through May 31, 1991. 

The audit objectives were to determine whether (1) expenditures were allocable, 
allowable and reasonable; (2) internal controls were adequate to segregate and 
account for A.I.D. funds and (3) provisions of the contract and applicable laws 
and regulations were complied with. 

On July 18, 1991, the auditors issued a report disclaiming an opinion on the 
Statement of Contract Expenditures because VICTO had not presented supporting
documentation for 176 seminars to be conducted under the terms of the contract. 
Subsequently, VICTO made available the supporting documentation and the 
auditors conducted additional work. As a result, the auditors submitted a 
supplemental report dated October 22, 1991, which concluded that the Statement 
of Contract Expenditures presents fairly the disbursements of the VICTO 
contract. However, the auditors identified. $12,335 in expenditures that were 
inadequately documented or were not in accordance with the terms of the 
contract as detailed on pages 15 - 17 of the supplemental report. Also, the 
auditors concluded that VICTO did not comply with some of the terms of the 
contract as detailed on pages 13 - 14 of the supplemental report and on pages 13 
- 22 of the July 18 report. Finally, the auditors identified several matters in 
VICTO's internal control structure and its operation that were considered 
reportable conditions and material internal control weaknesses as detailed on 
pages 27 - 30 of the July 18 report. 

VICTO officials generally agreed with the audit findings and recommendations 
and their comments are detailed on pages 20 - 22 of the supplemental report. 

Recommendation No. 1: We recommend that USAID/Philippines, 
through the Government of the Philippines, resolve with the Visayas 
Cooperative Development Center, Inc. the $12,335 in questioned costs 
($11,746 unsupported) and recover any costs not allowable under the 
terms of the contract. 

Recommendation No. 2: We recommend that USAID/Philippines, 
through the Government of the Philippines, require the Visayas 
Cooperative Development Center, Inc. to develop and implement 
policies and procedures that will ensure that 



accounting policies and procedures are documented in an 
accounting manual, 

payroll computations are supported with daily time 
records,
 

written requests for cash advances are completed and 

approved, 

cash advances are liquidated in a timely manner, 

vouchers for the reimbursement of travel expenses are 
completed, 

personnel files include employment contracts for salary 
verification and 

procurements are documented and competitively awarded. 

Please advise me within 30 days of any actions planned or taken to close the 
recommendations. 



Fernandez, Santos & Lopez
Certified Public Accountants 
(Incorporated practices of Fernaldez, Berris & Co.. 
P.S. Santos & Co. and Lopez. Agravante & Co) 

20th/21st Floors, Metrobank Plaza 
Sen. Gil J. Puyat Avenue 
Makati, Metro Manila, Philippines 

MCPO Box 405 
Makati, Metro Manila 
Philippines 

Telephone: 63(2) 818-8526/27; 818-9070; 816-767E 
Telex: 66382 KPMG PN 
Telefax: 63(2) 818-9081 

Representative Firm of 

KPMG Peat Marwick 
October 22, 1991 

MR. DENNIS SMITH 
Resident Audit Office - Manila 
4th Flox, Thomas Jcfferson Cultural Center 
Sen. Gil J. Puyat Avenue 
Makati, Mein) Manila 

Dear Mr. Smith: 

This is a supplementary report on the results of the non-federal audit of the Local Resource
Management (LRM) Project-AID Project Number 492-0358 administered by the NationalEconomic Development Authority (NEDA) of the Philippines and implemented by the VisayasDevelopment Center, Inc. (vICiO), for the period November 6, 1989 to May 31, 1991. 

On June 8, 1991, we issued a disclaimer of opinion on the Statement of Contract Expendituresof VICTO for the period November 6, 1989 to May 31, 1991 because of scope limitation. Thelimitation in our audit scope during the time of our examination up to opinion date stemmedfrom the inavailability of the records pertinent to the delivery or cAmduct of seminars ascontemplated under Art. II Sec. 3.01 of the Contract for Technical Assistance between NEDA 
Region VI and VICTO. 

Subsequent to our opiniom date, however, VICTO advised us that they were able to gather andcompile the pertinent records and documents on the trainings and seminars they conducted tothe twelve (12) community based organizations located at Calatrava and Cauayan, NegrosOccidental. In fact, they forwarded the said documents to us on July 24, 1991 together withtheir respmse to our audit findings as shown in,pages 20-22 of this rerorL And following aseries of meetings and discussions with some RIG/AM representatives, it was mutually agreed
uxm that we shall extend :uraudit work to address the limitations in our audit scope. 

The additional audit work included our review of the training documents pertinent to thedelivery or conduct of seminars as contemplated under ArL III Sec. 3.01 of the Contract forTechnical Assistance between NEDA Regiom VI and VICTO. These are as follows: 

I. Ascertained i. ,-Aails shown on the training relrts of the respecdve trainors are in 
agreement with the schedule of activities for the CBO program under the Implementaion
Plan of the Ccmtract for Technical Assistance between NEDA Region VI and VICTO. 

2. On a test basis, checked the training reports against the liquidation reports, paying
particular atention to the name of trainors, training/seminars conducted, date conduc',d, 
venue, etc. 
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3. 	 Obtained direct confirmations from selected members and officers of thc identified 12
Community-Based Organizations located at Calatrava and Cauayan, Negros Occidental. 

Based on the results of the extension in our audit work shown below, our present opinion on
the Statcmcnt of Contract Expenditures for the period Novembcr 6, 1989 to May 31, 1991 aspresented herein is different from that expressed in our previous report. 

The Results of the Extension in our Audit Work are as follows: 

I. 	 VICMO was able to present to us the training reports and related suports from November
6, 1989 to May 31, 1991 for the 148 seminars they conducted to the 12 CBOs. For theremaining 44 seminars, VICTO said that these were also given to the 12 CBOs, although
the rclcvant training records and documcnts were missing and could not bc located.
Consequently, the expenditures applicable to these 44 seminars are being questioned.
However, wc werc not able to dcterminc the total expenditures applicablc to these 44
seminars because VICTO did not adopt the specific identification method in accounting
for its expenditures. 

2. 	 On a test basis, our direct confIrmation from the officcrs and members of the 12 CBO's 
on the training conducted by VICTO yielded positive results. 

3. 	 We were not able to obtain confirmations from the CBO's located at barangays Lumdia,
Tambad, Abaca and Baclao, Cauyan, Ncgros Occidental because of the sites' ruggedterrain, making them inaccessible to public transport. Moreover, our discussions with 
some of the town officials of Calatrava, Negros Occidental, where the above barangays
are located, disclosed thatin some instances, a clearance has to be secured from the peace
officers of this town before anyone can go to the said b=ngays. 

Pleasc takc note that the spccific cliangcs and/or revisions presented In this report rcfer to the
following pages in ourreport issued to you per our transmittal letter dated July 18, 1991. 

PM 	 Nos.1. 	 Rcsults ofthe Audit 
a) Statement of Contract Expenditures 3
b) 	 Compliance with the Terms of the Contract and Applicablc

Laws and Regulation - under finding no. 1 of the 
Techmical 
Assistance. 

2. 	 Opinion on the Statement of Contract Expenditures 9
3 

3. 	 Notes on the Statement of Contract Expenditures 11
4. 	 Indcpcndcnt Auditors' Report on Compliance with the

Terms of the Contract and Applicable Laws and Regulations. 12
5. 	 Material Findings on Compliance with the Terms of the Contract
 

and Applicable Laws and Regulations 
 13-14
6. 	 Schedule of Questioned Costs under Compliance with the

Terms of the Contract and Applicable Laws and Regulations. 237. 	 Indcpcndent Auditors' Report on Internal Controls. 25-26 
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We trust you wil find the foregoing and the enclosues in order. Should you have any
qucstions, plcasc Ict us know. 

Very (ruly Yom, 

SVICTORIA R. 
Partafr 



RESULTS OF THE AUDIT 

Statement of Contract Exnditures 

(Tiswill supcrsedc pagc 3of thc rcportwc iss cd last July 18, 1991) 

Wc noted that VICTO agreed to undcrtake 16 training activities and seminars for each of thc 12
CBOs or a total of 192 training seminars as contemplated under the provisions of Art. M,
Section 3.01 of thc Contract for Tcchnical Assistancc. As a result thereof, USAID committed
the total amount of P1,364,575.00 (US$54,268.25) as Technical Assistance Fund. 

Our examination disclosed that the accompanying Statement of Contract Expenditures presents
fairly the disbursements of the Local Rcsourm Managemcnt Project as implementcd by VICTrO
for the period November 6, 1989 to May 31, 1991 on the basis described in Note I of the
Statement of Contract Expenditures, cxccpt for the effects of thc matters discussed below: 

I. 	 Out of the 192 training seminars VICTO committed to conduct to thc 12 CBOs, it was
able to adequately document the training reports from November 6, 1989 to May 31,
1991 for the 148 seminars they conducted. For the remaining 44 seminars, the relevant
training records and documents were missing and could not be located. Consequently.
the expenditures applicable to the 44 seminars arc being questioned, although VICrO
said these were also given to the 12 CBOs. However, we were not able to determine the
total cxpenditures applicable to these 44 seminars because VICTO did not adopt the 
specific identification method in accounting for its expenditures. 

2. 	 We were also not able to obtain confirmations relative to the training seminars conducted 
to four CBOs because of the sites' rugged tcnain, making tLcm inaccessible to public
transport. Moreover, our discussions with some of the town officials of Calatrava,
Negros Occidental, where the said barangays arc located, disclosed that in some
instances, a clearance has to be secured from the peace officers of this town before 
anyone can go to the said barangays. 

3. 	 In addition, our audit disclosed questioned cost amounting to P310,161.17
(US$12,334.90) of which P295,343.71 (US$11,745.62) are unsupported. (For the
details, plcas refer to pages 15, 16 and 17 of this report). 

http:US$11,745.62
http:P295,343.71
http:US$12,334.90
http:P310,161.17
http:US$54,268.25
http:P1,364,575.00
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Compliancc with thc Tcrm. of thc Contract and Applicablc Laws 
and Regulations 

All statements in our previous report pcrtalnlng to thIs section and those in thc succcding
pages up to page 8, will remain the same except for point I under Technical Assistance which 
should already read as follows: 

1. 	 VICTO was ablc to present to us the training reports from November 6, 1939 to May 31,
1991 for the 148 seminars they conducted to the 12 CBOs. For the remaining 44
seminars, VICTO said that thcsewere also givcn to the 12 CBOs, although thc relcvant
training records and documents were missing and could not be located. Consequently,
the expenditures applicable to these 44 seminars arc being questioned. However, wewere not able to determine the total expenditures applicable to these 44 seminars because
VICTO did not adopt the spcdflc Identification method in accounting for its expenditures.
Moreover, we were not able to obtain confirmations from the CBO's located at barangays
Lumdla, Tambad, Abaca and Baclao, Cauyan, Negros Occidental because of the sites'rugged ter'ain, making them inaccessible to public transport. Moreover, our discussions
with some of the town officials of Calatrava, Negros Occidental, where the above
barangays are located, disclosed that in some instances, a clearance has to be secured
from the peace officers of this town before anyone can go to the said barangays. 
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VISAYAS CCOPERATIVE DEVELOPMENT CENTER, INC.
TECHNICAL ASSISTANCE AND COMMUNITY PROJECT FUND OF THE 

LOCAL RESOURCE MANAGEMENT PROJECT 
NATIONAL ECONOMIC DEVELOPMENT AUTHORITY 

AID PROJECT NO. 492-0358 

Statement of Contract Expenditures 

Indcpcndcnt Auditors' Rcpor
 

We have audited the Statement of Contract Expenditures for the Technical Assistance and

Community Project Funds of the Local Resource Management Project of Visayas Cooperativc

Development Center, Inc. (VICTO), AID Project number 492-0358, for the period November
6, 1989 to May 31, 1991. This statement Is the responsibility of VICTO's Management. Our
responsibility is to express an opinion on this report based on our audit. 

Excopt as discussed in the following paragraph, we conducted our audit in accordance with
gencrally accepted auditing standaxrds and government auditing standards. These standards
require that we plan and perform the audit to obtain reasonable assurance that the financial 
statements are frec of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimate made by the 
management, as well as evaluating the. overall financial statement presentation. We believe that 
our audit provides a reasonable basis for our opinion. 

In our report dated June 8, 1991, we did not express an opinion on the statement of Contract
Expenditures for the period November 6, 1989 to May 31, 1991 because of scope limitations.
The limitation in our audit scope during the time of our examination up to opinion date
stemmed from the inavailabilitv of the records pertinent to the delivery or conduct of seminars 
as stated under Art. III Section 3.01 of the contract for Technical Assistance between NEDA
Region IV and VICTO. We were not able to gather significant evidence to warrant an opinion
on the reasonableness, allowability and allocability of the Contract Expenditures since only the
records of about 8%of VICTO's intended output were made available to us for examination.
As described in Note 2, VICTO was able to support the fact that It conducted 148 training
seminars out of the 192 training seminars required to be conducted to the 12 pilot Community
Based Organizations. (CBOs). The rclcvant records and documents for the remaining 44
training seminars were missing and the total applicable expenditures which were undetermined arc being questioned. We were also not able to obtain confimnations relative to the training
seminars conducted to four CBOs. In addition, as described in the accompanying Schedules of
Findings and Questioned Costs, the Statement of Contract Expenditures also includes
expenditures of P310,161.07 (US$12,334.90), considered as questioned costs, of which
P295,343.71 (US$11,745.62) arc unsupported costs. USAID will make a final determination
if the questioned costs are allowable under the terms of the contract. Accordingly, our present
opinion on the Statement of Contract Expenditures for the period November 6, 1989 to May
31, 1991 as presented herein is different from that expressed in our previous report. 

http:US$11,745.62
http:P295,343.71
http:US$12,334.90
http:P310,161.07
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In our opinion, cxccpt for thc effccts of the matters discu=d in thc third paragraph, theStatement of Contract Expenditures presents fairly the disbursements of the Local Resource
Management Project as implemcnted by Visayas Coopcratlvc Dcvclopmcnt Ccntcr, Inc.
(VICTO), AID Project number 492-0385, for the period November 6, 1989 to May 31, 1991 
on the basis descrlbed in Note 1. 

Thiis report Is Intended solely for the use of the United States Agency for Intcrnational 
Developuent, VICTO, the National Economic Development Authority, and others within theOrganization. This rcstr&con is not intended to limitthc distribution of this report which, upon
acceptance by the Office of the Inspector General, is a matter of public record. 

October 5, 1991 
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
TECHNICAL ASSISTANCE AND COMMUNITY %I.O'72CT FUND OF THE 

LOCAL RESOURCE MANAGEMENT PROJECT
 
NATIONAL ECONOMIC DEVELOPMENT AUTHORITY
 

AID PROJECT NO. 492-0358
 

Statcmcnt ofContract Expcnditum 

For the Period Novembcr 6. 1989 to May 31. 1991 

TECHNICAL ASSISTANCE 
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http:39,769.34
http:10.773.33
http:1.$31.12
http:13.310.U2
http:334A8.04
http:42,.15.00
http:2.617.12
http:11,247.00
http:17.050.20
http:17,314.41
http:54.M0.00
http:7,V23.72
http:1Y.727.44
http:27.191.90
http:613.100.33
http:10,72A.07
http:34.710.54
http:24,412.35
http:61,wl48.05
http:21.M4.19
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
T_.HNICAL ASSISTANCE AND COMMUNITY PROJECT FUND OF THE


LOCAL RESOURCE MANAGEMENT PROJECT
 
NATIONAL ECONOMIC DEVELOPMENT AUTHORITY
 

AID PROJECT NO. 492-0358
 

Notes to Statement of Contract Expenditures 

Nature or Operations and Summary of Significant Acx)unfing Policies 

a. VICTO was organized in 1971 and registered with the Securities and Exchange
Commission as a non-stock, non-profit organization. It was also registered with theDepartment of Agriculture as a C(xyerative Federation on September 28, 1988. 

On October 27, 1989, the Philippine government, thn)ugh the National Economic
and Development Authority (NEDA), contracted VICTO to participate in the
USAID-funded Lxal Resource Management Pn)ject (LRM) to be conducted in the
province of Negros Occidental. This project consisted of two Phases: Phase Iconsisted of the Technical Assistance (TA) and Phase II consisted of the
administration and management of the Community Project Fund (CPF) with acontract cost of P1,190,632.00 (US$47,350.65) and P1 million (US$39,769.34), 
respectively. The period of the contract was originally from November 6, 1989 to
May 6, 1991, but was extended up to August 6, 1991 and the cmtract cost for thetechnical ass* tance fund was increased to P1,364,575 (US$54,268.24). The saidincrease will cover the additional training costs for capability building for Negros
Occidental LRM implementors which VICTO protoed to undertake. 

The Technical Assistance shall be made available to the local poverty groups in thetwelve (12) pilot barangays in the municipalities of Calatrava and Cauayan, Negros
Occidental, in the form of project technical or technology assessment, design anddevelopment of livelihcxd system, and installation of accounting and internal 
control systems. 

Under the contract, VICTO, as CPF administrator, has the responsibility ofdetermining the readiness and capability of the barangays to undertake and
implement livelhxd projects to be funded from the CPF. 

b. 	 Expenditures are related to the disbursement of funds provided by USAID toaccomplish the objectives of the projects discussed above. Expenditures are
recognized as incurred, in accordance with 	generaly accepted accounting
principles. 

For the purpose of quantifying Philippine Pesos into US Dollars, the exchenge rate
of P25.145 to US$1.00 was used which represents the average monthly exchange 
rates from November to May 1991. 

http:US$54,268.24
http:US$39,769.34
http:US$47,350.65
http:P1,190,632.00
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2. 	 Contract for Tchknical Assistance with National Economic Dcvzlopncnt Authority -
Regon VI (EDA - Region V) 

As contei plated under A. .111, Section 3.01 of the Contract for the T( cbnicat Assistance 
with NEDA - Rcgion VI, VICrO agreed to conduct or providc 16 trnning seminars for
each of the 12CBs, or atotalof 192 traing seminam for the 12 CBCs. 

VICTO was able to support the fact that it conducted 148 training seminam outof te,i92 
training seminars rcquired to be conducted to thc 12 pilot Communt Based 
Organizatkons (CBOs). 
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
 
T cHNICAL ASSISTANCE AND COMMUNITY PROJECTFUND OF THE
 

LOCAL RESOURCE MANAGFAIENT PROJECT
 
NATIONAL EC)NOMIC DEVELOPMENT AUIHORITY
 

AID PROJECT NO. 492-0358
 

Compliance with the Tems of the Contract and Applicable
 
Laws and Regulations
 

Ind ndent Auditors' RepoI 

We have audited ih(- Statement of Contract Expenditures of Visayas Cooperative Development
Center,Inc. (VICTO) for the period November 6, 1989 to May 31, 1991. In our report dated
June 8, 199., we disclaimed an opinion on this statement because of scope limitation.
However, we have extended our audit work to addrcas the limitations in audit scope.
AccordinEly, our present opinion on the Statement of Contract Expenditures is different from 
that expressed in our previous report. 

We conducted our audit in accordance with generally accepted auditing standards and the
stand- d-ds for financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States.Those standards require thatwe plan and perform the
audit to obtain reasonable assurance about whether the Statement of Contract Expenditures is 
Lfre of material mlsstat .mcnt. 

Compliance with the terms of the contract and the laws, regulations, grants, and bindingpolicies and procedures applicable to VICTO is the responsibility of VICTO's management. As 
part of our audit,we performed tests of VICTO's compliance with certain provisions of the 
contract and laws, regulations, grants, and binding policies and procedures. However, it
should be noted that we performed these tests of compliance as part of obtaining reasonable 
assurance as to whether the Statement of Contract Expenditures is free of material
misstatement; our objective was not to provide an opinion on compliance with uich provisions. 

Material instancs of non-compliance are violations of the contract, laws, regulations, grants,or binding policies and procedures that cause us to conclude that the aggregation of
mlsstatements resulting from these violations is material to the Statement of Contract
Expenditures. The results of our tests of compliance disclosed material instances of non
compliance discribed as findings Ito 5in the acc panying Schedule of Findings. 

We consldcrcd these matzrial Instances of non-compliance in forming our opinion on whether
VIC'IO's Statement of Contract Expenditures for the period November 6, 1989 to May 31,
1991 is presented fairly, in all material respects on the basis of accounting described in Note I
of the Notes on the Statement of Contract Expenditures, and this report does not affect our 
report dated October 5, 1991 on the Stat-'mrmt of( ntract Expenditures. 

Our testing of transactions and records disclosed Instances of non-com?1Iance with the terms ofthe contract and applicable laws and regulations. All instances of non-compliance that we found 
are identified in the accompanying Schedule of Findings. All questioned costs rclatbig to these
findings are summarized in the accompanying Schedule of Questioned Costs. 
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Exccpt as dcscrlbcd above, the rcsults of our tcsts of compliancc indicate that, with rcspcct tothe items tested, VICTO complied, in all material respect, with the provisions referred to in the
third paragraph of this rcporL With respect to the items not tested, nuthing came to ourattention that caused us to believe that VICTO had not complied, in all material respect, with
those provisions. 

This report is Intended solcly for the usc of the U.S. Agency for Intcrnatlonal Development,
VICTO, the National Economic Development Authority, and others within the Organization.This resriction isnot Intended to limit thc distribution of this report which, upon acceptance by
the Office of the Inspector General, isa matter of public record. 

October 5, 1991 
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
 
AID PROJECT NUMBER 492-0358
 

Compliance with the Terms of the Contract and Applicable
 
Laws and Regulations
 

Schedule of Finding 

MATERIAL FINDINGS 

TECHNICAL ASSISTANCE 

I. As callcd for in tie contract, VICTO shall make available 16 training activities and
seminars for each of the 12 CBOs through technical assistance in the form of project
technical or technology asscssment, design and devclopmc1L of livelihood system, andinstallation of accounting and internal control system. All in all, VICTO should conduct atotal of 192 seminars under thc following stagcs and schedulc of activities: 

Stage Schedulc of Implcmentation 

1. Pre-organlzational stage First Quarter
2. Organizational building stage Second and Third Quarter
3. Project Dcvclopmcnt/CPF Implementation Fourth and FMQuarter
4. Phase-out Sixth Quarter 

Out of the 192 training seminars VICTO committed to conduct to the 12 CBOs, it wasable to present to us the training reports from November 6, 1989 to May 31, 1991 for the
148 seminars they conducted. For the remaining 44 seminars, VICTO said these werealso given to the 12 CBOs although the relevant training records and documents were
missing and could not be located. Consequently, the expenditures applicable to the 44
seminars are being questioned. However, we were not able to determine the totalexpenditures applicable to these 44 seminars because VICTO did not adopt the specific
identification method In accounting for Its expenditures. In addition, wc were also not
able to obtain confirmations relative to the training seminars conducted to four (4) CBOs
because of the sites' rugged terrain, making them inacccssiblc to public transport.
Moreover, our discussions with some of the town officials of Calatrava, Negros
Occidental, where thc said barangays arc located, disc!oscd that in somc instances, a
clearance has to be secured from the peace officers of this town before anyone can go to 
the said barangays. 

RECOMMENDATION 

We suggest that VICTO require its tralnors to submit regulary to the Project the training
repors Ihey wnducted and the related epeuse repurs to ensure adequate documentation
of and to determine any time the training expense for each seminar given to the
tcmmunity. Moreover, cuskxliaWsp over Ihe training rerds aid documents should be
defined to pinpoint easily the person who is responsible for lost and missing documents. 
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2. 	 As of May 31, 199 1, VICTO's actual cxpenditurcs for lodging, supplics and training
materials for LGU and CBO trainings amounted only to P85,990.60 which was way
bclow the budgct by P123,099.30 (US$4,892.00). Only onc (1) out of thc twclvc (12)
designated barangays was granted the CPF loan of P83,333.00, of which the amount of 
P20,000.O0 was rclcascd on May 15, 1991 from thcPl million CPF. (Plcasc sec finding 
no. 5 on pages 17 and 18 in our previous report for the details.) 

RECOMMENDATION 

We suggest that VICTO makc thc necessary cvaluation and review of thc actual training
cxpendihbrcs vis-a-vis approvcd budget and the manner hy which the CPP loan in tn he 
conducted. This should be discussed and communicated with USAID and NEDA in 
order that an pprmopdate plan of action he dcvelopcd and agrccd among USAID, NPDA 
and VICTO. 

All atemcntN in nurprevinu report pertaining tn this sectiom and those in the mcceeding 
pages up to page 22 will remain the same. 

http:P20,000.O0
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
 
LOCAL RESOURCE MANAGEMENT PROJECT
 

AID PROJECT NO. 492-0358
 

Compliance with the Terms of the Contract and Apliicabe
Laws andRc 

Schcdulc of Qucstioncd Costs 

For thc Pclod Novcmbcr 6, 1989 to May 31, 1991 

According to AID applicablc regulations, costs chargcd to a projcct must mcct thc following
general a 

a. Be reasonable for the performance of the project. A cost is reasonable If, its nature or 
amount docs not cxcccd that which would bc Incurrcd by a prudcnt pcrson undcr thc 
same circumstances. 

b. Be allocable to the project. A cost is allocable in accordance with the relative benefits 
rccivcd. 

c. Conform to any limitations or cxclusions sct forthIn thc agrccmcnt In which thc projcct is 
based. 

d. Be adequately documented. 

Incligiblc costs arc all thosc costs unallocabic and or unallowabIc In accordance with thc terms
of the contract, applicable laws and regulations. Unsupported costs are costs not properly
supported by thc rcipicnt, In cxcess of tho budgeted amount pcr linc 1cm including allowablc 
varmnces, and costs considered unreasnable under the ccumstances. 
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Our audit disclosed the qucstioncd cost amounting to P310,161.17 (US$12,334.90) of which 
P295,343.71 (US$11,745.62) were unsupported, as follows: 

Budt Line Rein 
Inclgiblc 
Cog 

Unsupported 
Cost TOW Remaks 

A. Personnel Scrviccs 

Salaim ad wa P 

4,351.43 

P 247,290.54 P 247,290.54 

4,351.43 

A zuppurted by 
daily tinmr remr1 
paid IuVICTO-
I.RM pemnnnel 

8,715.55 

750.00 

8,715.55 

750.00 

trAlnng .eminanm 
fur uiter i.ULrb 
and Mitide of the 
12 CBO agxt Wd 
with I TRAMD. 
suaritz paid tu 
prcjext cmahier 
whiuh ibuut iW 
acuwn4anc with the 
puviiun uu "Sa
ladle- and wage-e 
ufAuwudwutlI 
WJarim paid tM 
Tr am flliu 

of the appmved 
bud122 

http:US$11,745.62
http:P295,343.71
http:US$12,334.90
http:P310,161.17
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Incligibc Unsupportcd

Bude Line Items s c t TotalRark
 

B. 	 ~M Uam A-, Oam
 
Operating Fxpemm 1,750.4R 
 1,7.).R Paid to VIT0TO-

LRM rmuuml 
who mnr ted tmi
ing wuin fur 
other spRonm and 
uuk~idt uf the 12 

MBORmq agreed 
with USAID. 

16,R53.17 16,M53.17 	 in eycv, of hlidget 
inudi8 the 15% 
allowable vaianc. 

1.750.48 16,853.17 18.603.6:5 

C. 	 Administrative Support 0.00 30,450.00 30,450.00 in excess of bud
wt iuluding a 

015% allowable 
vMULi

Total (,eidnnnd
 
Cost P 14,817.46 P 295,343.71 P 310161.17
 

These coft were previously descn'bed inthe Schedule of Findings. 

http:310161.17
http:295,343.71
http:14,817.46
http:30,450.00
http:30,450.00
http:16,853.17
http:1.750.48
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VISAYAS COOPERATIVE DEVELOPMENT, INC.
TECHNCAL ASSISTANCE AND COMMUNITY PROJECT FUND OF THE 

LOCAL RESOURCE MANAGEMENT PROJECT 
NATIONAL ECONOMIC DEVELOPMENT AUHIORITY 

AID PROJECT NUMBER 492-0358 

Internal Controls 

Independent Auditors' Report 

Wc havc audited the Statement of Contract Expenditures for thc Technical Assistan ec and
Community Project Funds of the Local Resource Management Project of Visayas Cooperative
Development Center, Inc. (VICTO), AID Project number 492-358 for the period November
16, 1989 to May 31, 1991. In our report dated June 8, 1991, we disclaimed an opinion on this 
statement because of scope limitation. However, we have extended our audit work to addrcss
the limitations in audit scope. Accordingly, our present opinion on the Statement of Contract
Expenditures is differcnt from thatexpressed In our previous report. 

We conducted our audit In accordance with generally accepted auditing standards for financial
audits contained in Government Auditing Standards issued by the Comptroller General of the 
United States. Those standards require that wc plan and perform the audit to obtain reasonable 
assurance about whether the Statement of Contract Expenditures is free of material 
misstatemcnt. 

In planning and performing our audit of Visayas Cooperative Development Center, Inc., we
considered its internal control structure in order to determine our auditing procedures for the 
purpose of expressing our opinion on the Statement of Contract Expenditures and not to
provide assurance on the internal control structure. 

The management of VICTO is responsible for establishing and maintaining an internal control 
structure. In fulfilling this responsibility, estimates and judgements by management arc
required to assess the expected benefits and related costs of internal control structure policiesand proccdurcs. The objectives of an internal control structure are to provide management with
reasonable, but not absolute, assurance that the assets are safeguarded against loss from
unauthorized usc or disposition, and that transactions are executed In accordance with
management's authorization and recorded properly to permit the preparation of Statement ofContract Expenditures in accordance with generally acccpted accounting principles Because of
inherent limitations in any internal control structure, errors or irregularites may nevertheless 
occur and not be detected. Also, projection of any evaluation of the structure to future periods
is subject to the risk that procedures may become inadequate because of changes in conditions 
or that the cffectivcncss of the design and operation of policies and procedures may deteriorate. 

For the purposc of this report, we have classified the significant internal control structure
policies and procedures of VICTO applicable to the AID Project No. 492-0358 for the period
Novembcr 6, 1989 to May 31, 1991 in the following accounting applications. 

a. Cash receipts; and 
b. Cash disbursements. 
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For the control categorics listed abovc, we obtaincd an understanding of the design of rclcvant
policies and procedures and whether they have been placed in operation, and we assessed 
control risk. 

Wc noted the mattcrs described In findings nos. 1 to 8 on the Schedulc of Findings that wc
consider to be reportable conditions under standards established by the American Institute of
Ccrtificd Public Accountants. Reportablc conditions Involvc matters coming to our attention
relating to significant deficiencies in the design or operation of the internal control structure
that, in our judgement, could adversely affect the entity's ability to record, process, summarize
and report financial data consistent with the assertions of management in the Statement of
Contract Expenditures. 

A material weakness is a reportable condition in which thc design or operation of the specific
internal control structure elements does not reduce to a relatively low level the risk that errors or
Irregularities In amounts that would be material in rclation to the Statement of Contract
Expenditures being audited may occur and not be detected within a timely period by employees
In the normal course of performing their assigned functions. 

Our consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure that might be reportable conditions and, accordingly, would not
necessarily disclosc all reportable conditions that are also considered to be material wcakn1scs 
as defined above. We believe that the matter described in findings no. I and no. 2 on the
Schedule of Findings represents material weakncsses. 

This report is intended solely for the use of VICTO, United States Agency for International
Development, the National Economic Development Authority, and others within the
Organization. This restriction is not intended to limit the distribution of this report which, upon
acceptance by the Office of the Inspector General, is a matter of public record. 

October 5,1991 

All statements In our previous report up to page 30 will remain the same. 
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VICTO MANAGEMENT RESPONSE TIO OUR AUDIT FINDINGS
 

A. Compliance with the Terms of the Contract and Applicable Laws and Regulations 
ManWal dings 

TecInical Assistance 

Finding I 	 Lower training costs do not necessarily mean less trainings. We are
enclosing the list of tramings conducted and the documcnts to support this. 

Finding 2 	 While we admit dcflcicncy in the submission of thc neccssary
Information/reports because of staff turnover, we could not allow the
subsequent dclays in funds rclcasc to hamper our implementation of the
project. For the smooth and efficient implementation towards the
achievement of thc dcsircd project goals, VICTO obligated Its own funds. 

Finding 3 	 Previously, VICTO's policy for field staff was to require thc submission of 
a monthly planner at the beginning of each month. At the end of the month, 
an activity report was submitted which sufficed as support for thc payroll.
Indicated in the activity report was the variance between planned and the
actual, plus the reasons for the variance. Before June, 1990 only the office
staff were required to prepare DTR's. However, starting June, 1990,
management required all staff to submit daily time records to support
payment of the payroll. We are now enforcing this policy. 

Finding 4 On November 29, 1990, a letter was sent to NEDA-LRM reporting a re
alignmcnt in the salary schedule. Instead of hiring a project auditor, an
administrative support fund was incorporated to absorb the services 
provided to field operations. 

Community Projct Fund 

Finding 5 	 Per Implementation schedule, CPF was to be released during the period
from November, 1990 to February, 1991. However, there were factors
that caused the delay of the releases, e.g. peace and order situation,
Typhoon Ruping, change in the Project identified by the CBO, and 
internally, the staff turn-ovcr. CPF is a fund intended for livelihood
projects of the CBO's in the municipalities of Calatrava and Cawayan. As 
an implemcntating PVO, we want to ensure the proper utilization of these
funds for future replication by other self-help organizations. 
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Other Fmdin 

Tccluical Asistancc 

Finding 6 VICTO-LRM personncl arc VICTO staff implemcnting thc LRM Project.
As such, they are responsible for the promotion of VICTO's services in 
gcncral and to carry out the LRM Projcct In particular. Moreover, it is
VICTO's policy to always upgrade the KSA of its staff. Being a support
staff n a training cvcnt Isnot only a training activity but also an upgrading
of skills. This is a strategy which we use to expose LRM staff to other 
VICTO programs, and likewise, non-LRM staff to the LRM program. Wc
feel that this is essential, considering the short project life of LRM, and we 
werc anticipating staff relocation. 

Finding 7 Wc admit the reporting deficiency bccausc of staff turnover, but it is not 
quite true that no previous documentations were submitted. We are also
enclosing printed copies of thcse reports, which, at the time of audit, could 
not be produced since the staff had packed up some of our records prior to 
our transfer of office premises. 

Finding 8 Per Amendment No. I dated Junc, 1990, the cashicr/accounting clerk was 
receiving her actual salary from the project for the period May-June, 1990. 
Effective July, 1990, VICTO-VCF shouldered the salary of the Cashicr so 
that in exchange, the salary of the utility clerk was charged to the project
starting the same period. However, starting August 1990, the project
bookkeeper took a leave of absence in order to take the CPA Board exams. 
The previous Cashier who had been assigned to VCF was requested to
handle the bookkeeping job. On August 20, 1990, NEDA, thru its
Regional Director, Atty. Alex Umadhay approved the request for 
replacement of the bookkeeper. 

Finding 9 Because of the staff turn-over, the VICro management decided to get staff 
within VICTO who had the necessary knowledge and skills to conduct 
various trainings effectively and efficiently. The staff identified, being a
senior staff, was receiving a salary much bigger than what Is provided for in
the LRM budget Her salary could not be lowered tosuit the LRM budget. 

Community ProjcctFund 

Finding 10 	 The transfer of the CPF funds from USAID to the wrong bank account was 
an unintentional mistake of the Cebu office because of the numerous bank 
accounts which VICTO maintains. The initial communication was through
VICTO-Cebu, and the Cebu office inadvertently made an error in the 
transmittal of the bank account number. 

Finding .	 The CPF status report was not submitted since there was no movement in
the funds. The VCF Manager naturally assumed that since there was 
nothing to report, no report was necessary. Compliance was done 
immediately after the clarifications were made. 
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B. 	 i a Controls 
Material bLdo 

Finding I 	 VICTO as a growing organization, was trying to develop its accounting
manual. However, thcrc was a managemcnt dccision to computcrizc thcaccounting system, thus suspending the preparation of the accounting
manual. Wc 	have just started thc computcrizatlion of our accounting systcm. 

Finding 2 Previously, VICTO's policy for field staff was to require thc submission of a monthly planner at the beginning of each month. At the end of the month, 
an activity rcpot was submitted which sufficcd as support for the payroll.
Indicated in the activity report was the variance between planned and theactual, plus the reasons for thc varlance. Before June, 1990 only the office
staff were required to prepare DTR's. However, starting June, 1990,
managcment required all staff to submit daily time records to support
payment of the payroll. We are now enforcing this policy. 

O 	 then 
Finding 3 	 VICTO has a standing policy that no cash advance would be granted unless

previous CA's are liquidated. This Isnow being strictly implemented for 
proper accounting and recording. 

Findings 4 & 5 We have designed a new form which shows the itinerary, the cash
advance request and the status of the cash advance for prp information to
the approving authority. Moreover, the department heads are also 
maintaining conmrol records for double checking. 

Finding 6. 	 We are in the process of reviewing our cash receipts system for 
lmprovIcnt. 

Finding 7. 	 With the new staffing pattern, each employee's file Isbeing updated and
poperly maintained. 

Finding 8 	 The existing procurement policy is that purchases of over three hundred 
pesos (P300.00) will be supported with a canvass sheet. We will be strictly
enforcing the implementation of this pt procedure. 
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Dear Mr. Smith: 

This report presents the results of the non-federal audit of the Local Resource Management
(LRM) Project-AID Project No. 492-0358 administered by the National Economic 
Development Authority (NEDA) of the Philippines and implemented by the Visayas
Cooperative Development Center, Inc. (VICTO), for the period November 6, 1989 to May 31,
1991. 

We discussed the draft report with the representatives of NEDA, VICTO and RIG/AM on July
5, 1991. It was agreed during the meeting that VICTO will submit to us its written response
witlhin 10 days but no later than July 15, 1991. Moreover, we pointed out that documentary
evidences should likewise be submitted by VICTO to enable us to satisfy ourselves as to the 
allowability of the disbursements from the Technical Assistance Fund. The RIG/AM
representative advised us to finalize the report by the 18th of July whether or not VICTO will 
be able to submit their written response by the said date. On July 17th , VICTO called us up
and sent as well a fax message informing us that they will be sending their comments and 
supporting documents on the 19th of July. Since this is already beyond the date we are 
required to submit our report, we decided to proceed with its finalization and not to wait 
anymore for VICTO's written comments. This report does not therefore include the comments 
of VIC'IO. 

BACKGROUND
 

Pursuant to the Loan and Grant Agreement between the Republic of the Philippines and the
United States of America (AID Project No. 492-0358) dated August 31, 1982, as amended, the 
United States Agency for International Development (USAID) entered into an agreement with
the Philippine Government through the National Economic and Devlepment Authority
(NEDA) to undertake the Local Resource Management Project (LRM). 



On October 27, 1989, tie Plilippine governlient, through the National Economic and
 
Development Authority (NEDA) contracted VICTO to participate in the USAID-funded LRM
 
project to be conducted in tile province of Negros Occidental. This project consisted of two
 
Phases: Phase I consisted of the Technical Assistance (TA) and Phase II consisted of the
 
administration and management of the Community Project Fund (CPF) with a contract cost of
 
P1,190,632.00 (US$47,350.65) and P1,000,000.00 "US$39,769.34), respectively. The
 
period of the contract was originally from November 6, 1989 through May 6, 1991 but was

extended up to August 6, 1991 and the contract cst for the technical assistance fund was
 
increased to P1,364,575.00 (US$54,268.24).
 

The Tecirnical Assistance shall be made available to the local poverty groups in the twelve (12)
pilot barangays in the municipalities of Calatrava and Cauayan, Negros Occidental, in the form
 
of project technical or tecluology assessment, design and development of livelihood system
 
and installation of accounting and internal control systems.
 

Under the Contract, VICTO, as administrator of the CPF, has the responsibility of determining

the readiness and capability of the barangays to undertake and implement livelihood projects o
 
be funded from the CPF.
 

AUDIT OBJECTIVES AND SCOPE 

Our objectives were to perform our work In accordance with generally accepted auditing

standards and the Comptroller General's "Government Auditing Standards" (1988 Revision)

and, accordingly, include such tests of the accounting records, internal control structi- .,ud

such other auditing procedures as we considered necessary in the circumstances to determine
 
whether: 

I. 	 VICTO's expenditures from the Technical Assistance and Community Project Fund were
 
fairly presented and were in fact allocable, allowable, and reasonable;
 

2. 	 VICTO's internal controls were sufficient to capture data under the contracts and were 
adequate to segregate and account for USAID funds; and 

3. 	 VICTO complied with the contract agreement and applicable laws and regulations. 

The scope of our audit covered expenditures from the Technical Assistance and Comnmunity 
Project Fund from November 6, 1989 to May 31, 1991. 

The major audit procedures conducted during our work In order to meet the audit objectives 
consisted of: 

o Review, analyze, conduct ocular inspection and examine supporting documentation for
 
selected expenses to determine allowability of expenditures from the Technical Assistance
 
and Conmmunity Project Fund covering the transactions front November 6, 1989 to May
 
31, 1991.
 

o Study and evaluate the adequacy of VICTO's internal controls and procedures relative to
 
AID Project No. 492-0358 in order to assess the control risks and to determine our auditing
 
procedures.
 

o 	 Review of the compliance with Coati.act agreement and amendments thereto, pertinent
documents mid other applicable laws and regulations related to the Project 

iA 
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During our audit, we were alert to transactions or events that could be Indicative of fraud and 

illegal expenditures or acts. 

RESULTS OF THE AUDIT 

Statement of Contract Exenditures 

VICro did not maintain adequate records and rifficient evidential documents supporting the 
training seminars it conducted to the twelve (12) CBO's. VICTO agreed to undertake 16 
training activities and seminars for each of the 12 CBO's or a total of 192 training seminars as 
contemplated under the provisions of Art. I, Section 3.01 of tGie Contrczt for Technical 
Assistance. As a result thereof USAID comni~tted the total amourt of P1,364,575.00 as 
Technical Assistance Fund. However, per available re-ords provided to us, only 16 (or 8%)
seminars were condutted as of May 31, 1991 to 9 CBO's Instead of the targetted 12 CBO's. 

We were umable to apply other auditing procedures to satisfy ourselves as to the allowability of 
the total expenditures chargcd to Technical Assistance. In addition, our audit disclosed 
questioned costs amounting to P310,161.17 (US$12,334.90) of which P295,343.71
(US$11,745.62) were unsupported. (See pages 23 and 24 for the schedule of questioned 
costs.) 

Because of the above scope limitation, we were unable to express an opinion on the Statement 
of Contract Expenditures of AID Project No. 492-0358, for the period November 6, 1989 to 
May 31, 1991, administered by VICTO. 

Compliance with the Terms of the Contract and Applicable Laws 
and Regulatons 

As part of our audit, we performed tests of VICTO's compliance with certain provisions of the 
contract and laws, regulations, grants, and binding policies and procedures. We performed
those tests of compliance as part of obtaining reasonable assurance about whether the Statement 
of Contract Expenditures is free of material misstatement, our objective was not to provide an 
opinion on compliance with such provisions. 

Our tests of compliance disclosed tie following instances of non-compliance, numbers 1, 2, 3, 
4 and 9 of which are considered to be material. 

Technical Assistace 

I. 	 Therequired 16 traning activities and seminars to be conducted for each of the 12CBOs, 
or a total of 192 training seminars, as contemplated under Art Ill, Section 3.01 of the 
Contract for the Technical Assistance, were not conducted as planned. As of May 31,
1991, only 16 (or 8%) training seminar activities were conducted to 9 CBOs Instead of 
the targetted 12 CBOs. 

2. 	 VICTO disbursed funds over and above the amount received from USAID which is not 
in consonance with Art. V, Section 5.03 - Terms of payment of tie Contract for the 
Technical Assistance. 

3. 	 40% or P247,290.54 (US$9,834.58) of the total salaries paid to employees involved in 
the VICTO-LRM Project was not supported by Daily Time Records. 
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4. 	 Administrati-e support amnounting to P30,450.00 was paid hi excess of the maximum 
allowed by the contract. 

5. 	 Some of VICTO-LRM's personnel, who were supposed to render full time services to 
VICTO's project, conducted training seminars for other sponsors and outside of the 12 
CBOs as agreed wit USAID. 

6. 	 Certain reportorial requirements were not submitted. There were also reports not 
submitted promptly. 

7. 	 The salary of the Project Cashier in the amount of P8,715.55 (US%346.61) was charged
to the Technical Assistance contrary to what was provided for in Amendment No. I dated 
June 30, 1990. 

8. 	 Salaries paid to a tralnor from January to May 1991 were higher than the approved
budget by P750 (US$29.83). 

Communift Prect Fund 

9. 	 As of May 31, 1991, only one out of the twelve (12) designated barangays was granted
the CPF loan amounting to P83,333.33, of which the amount of P20,000.00 was
released on May 15, 1991. The PI million CPFwas requested on October 30, 1990 and 
was received on December 18, 1990. As noted on the request, the CPF was expected to
be disbursed to the barangays for the period November 19, 1990 to February 1991. 

10. 	 USAID remitted the P Imillion CPF fund to VICTO's Visayas Central Fund (VCF)
interest-earning bank account due to the non-submission on a timely basis, of the bank 
account number opened for the CPF fund. This was subsequently transferred on January
14, 1991 to VICTO CPF bank account. Interest earned up to date of transfer to CPF fund 
amounted to P970.22. 

-11. 	 VICTO did not submit the CPF Status Report showing the amount of funds received
from USAID, the amount released to the Fund conduit (CBOs) and expenditures against
such releases, which should have been submitted to NEDA on May 10, 1991. 

Except as described above, the results of our tests of compliance indicate that, with respect to
the items tested, VICTO complied with the provisions of the contract and laws, regulations,
grants and binding policies and procedures. With respect to the Itenis not tested, the extent of 
non-compliance noted in our testing indicates that there is more than a relatively low risk that 
VICTO may have violated applicable laws amd regulations. 

Internal Control Structure 

We studied and evaluated VICTO's internal control structure relative to USAID contract 
number 492-0358 in order to assess the control risks and to determine our auditing procedures
for the purpose of expressing an opinion on the Statement of Contract Expenditures of VICTO
and not to provide assurance on VICIO's Internal control structure taken as a whole. 

VICTO had no accounting manual. The project bookkeeper confirmed the absence of a
manual and said that VICTO's accounting manual was undergoing revisions at its head office 
in Cebu City. 
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In the absence of the said accounting manual, we obtained an understanding of the accounting
practices and procedures employed by the Project through inquiries and observations and 
validated the same with the review of the projecfs accounting transactions, as follows: 

We classified the significant internal control policies and procedures of VICTO under the LRM 
project inthe following accounthig applications: 

a. 	 Cash Receipts
b. 	 Cash Disbursements 

For the control categories listed above, we obtained an understanding of the relevant policies
and procedures and how these have been applied. 

We noted matters that we consider reportable conditions under Generally Accepted Auditing
Standards and the United States Comptroller General's 'Government Auditing Standards"
(1988 Revision). We believe that the matters identified as numbers 1 and 2 represent material 
weaknesses. Our findings are as follows: 

I. 	 No written accounting policies were developed for the VICTO-LRM project, clearly
defining the Project's significant accounting practices and procedures. 

2. 	 Salaries paid to employees were not adequately supported with daily time records or other 
appropriate records. 

3. 	 The present system covering cash advances allows the granting of cash advances to the 
staff even if they had unliquidated cash advances. 

4. 	 The itinerary sheet, which serves as the cash advance request showing the nature and 
purpose of cash advances, was neither reviewed nor approved in writing by a responsible
project official prior to the issuance of check disbursement vouchers. Moreover, the 
space provided for in the itinerary sheet showing the outstanding/unliquidated cash 
advances of the requesting staffmember was not filled out. 

5. 	 Liquidation reports on travel expenses did not indicate the time of departure and/or 
arrival 

6. 	 Additional clerical work services were engaged in accounting for cash collections. 

7. 	 Personnel files were not properly maintained. 

8. 	 Certain deviations were noted from the usual practice requiring a specific canvassing 
procedure for purchases over P300.00. 
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SUMMARY OF RECOMMENDATIONS 

Compliance with the Terms of the Contract and ApPlicable Lawsand R"Wmatlons 

MATERIAL FINDINGS 

Technical Am j 

1. 	 We suggest that VICTO make the necessary evaluation and review of the schedule of the
training activities and seminars and the manner by which these are to be conducted based 
on the contract This should be discussed and communicated with USAID and NEDA in 
order that an appropriate plan of action will be developed and agreed among USAID,
NEDA and VICTO. 

We suggest that VICTO strictly comply with USAID's funding procedures and the
reportorial requirements as contained in Section 3.03 ofthe contract to ensure receipt of
funds from USAID on a timely basis and to preclude borrowings from other 
organizations/projects, and avoid unnecessary delays inthe implementation of the 
Project's planned activities. 

3. 	 We suggest that payment for salaries be supported by daily time records upon which the
computation of the payroll will be based to ascertain the accuracy and legitinacy of the 
salaries paid. 

4. 	 We suggest that VICTO carefully review the allocated budget for each line item prior to 
approving disbursements to ascertain that expenses are within approved budget. 

Communit PrJect Fud 

5. 	 We recommend that VICTO properly maintain files of the CBO CPF loan beneficiaries 
which should include among other things, the status of the CBO loan application, the date
when the CBO loan requirements were received, the requirements of the CBO's which
have not been complied with, the reasons for the delay in granting loans and other matters 
necessary in deternining the status of CBO loan applications. 

OTHER FINDINGS 

Technical AOst= 

6. 	 We suggest that in cases where employees render services both to USAID-funded 
projects and those funded by other agencies, the salaries, per diems and other expenses
incurred in relation to the services rendered should be properly allocated to the USAID
Grant Project and the other projects in accordance with the proportion of relative benefits 
received. 

7. 	 We suggest that VICTO submit promptly the process documentation reports in 
compliance with the provisions of Section 3.03 of the contract. 
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Section 3.03 of tie contract between NEDA and VICTO provides for the subnission of 
reports with the corresponding schedule of submission to administer the conduct of the 
Technical Assistance and the management of the Comununity Project Fund (CPF) 

8. 	 We suggest that VICTO strictly comply with the provision on "salaries and benefits" of 
Amendment No. 1 to ascertain that expenditures from the Technical Assistance were
indeed allocable and to properly reflect actual expenses under the AID Grant Project 

9. 	 We suggest that VICTO pay the employees under the LRM Project in consonance with
what was approved by USAID (as provided for In the Contract between NEDA and 
VICTO) to ascertain that the budget allocated for every budget line items (as allocated) 
were properly disbursed. 

Community Proect Fund 

10. 	 We suggest that the interest earned on the P1 million CPF of P970.25 be remitted to 
USAID or be deducted from the total cost of the contract. hiterest should be computed
from the time It was credited to VICrO'S regular bank account up to the time it was 
transferred to the TA bank account. 

11. 	 In compliance with the reportorial requirements of tie contract, VICTO should promptly
submit the CPF status report even if funds had not been released to the fund conduits. 

Internal Control Structure 

MATERIAL FINDINGS 

1. 	 We suggest that VICTO prepare and make available an accounting manual clearly
defining VICTO's significant accounting practices and procedures. The existence of said
manual would facilitate monitoring of the application of practices and procedures
employed by V1CTO sufficient to reflect all transactions under or in connection with the 
terns and conditions of the contract between NEDA and VICTO. 

2. 	 We suggest that daily time records or any appropriate records be properly maintained by
VICTO upon which the computation of the payroll will be based to ascertain the accuracy
and legitimacy of the salaries paid. 

OTHER FINDINGS 

3. 	 We recommend that management review its present policy especially in the areas of
granting and liquidation of cash advances. The present practice nullifies the accounthig
principle on 'proper matching of cost and revenues" should the cash advance be
liquidated after the cut-off date required by USAID (which could be considered as one
accounting period). Expenses that should have been included in said report would not be 
included. Moreover, it opens an opportunity for the staff to use the money for purposes
which do not serve the best interest of the project. 
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We suggest that cash advances be liquidated in full and inmediately after an activity has
been completed to properly monitor cash advances and facilitate recording of and 
accounting for expenses. 

4. 	 We suggest that the itinerary sheet which serves as the cash advance request, be properly
accomplished, and duly reviewed and approved by a responsible Project official to 
ascertain that cash advances are within the approved budget 

5. 	 We reconnend that travel expenses include the time of arrival in and departure from each 
location to facilitate monitoring of travel expenses and per diems. 

Moreover, the audit procedures provided by USAID on travel charges require that travel
and transportation expenses show the time of departure and arrival at each location,
locations visited, details of costs incurred, supported by documentation, purpose of the 
trip and signature of a responsible official. 

6. 	 Since all collections are deposited intact and are not used to finance daily disbursements, 
we suggest that VICTO simplify its recording procedures regarding cash transactions by
directly charging cash in bank account for collections received to save on clerical work,
thus, save time and facilitate the reconciliation of the cash account. 

7. 	 We suggest that VICTO keep and properly maintain an updated file of employees
involved in the LRM-Project which should include among others things, an employment
contract. Said contract shall serve as basis In determining the propriety and validity of 
salaries paid to the employees. 

8. 	 In compliance with the management's usual practice on procurement system, we suggest
that purchases of over P300.00 be supported by canvass sheets regardless of the terms of 
the purchase. This would also serve as an appropriate documentation that VICTO paid
the most reasonable price for all items bought using the USAID funds. 

Very truly yours, 

FERNANDEZ, SANTOS &LOPEZ 

By:
 

PartnerR& 
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
TECHNICAL ASSISTANCE AND COMMUNITY PROJECT FUND 

OF THE LOCAL RESOURCE MANAGEMENT PROJECT 
NATIONAL ECONOMIC DEVELOPMENT AUTHORITY 

AID Project Number 492-0358 

Statetent of Contract Expenditures 

Independent Auditors' Repor 

We were engaged to Ludit the accompanying Statement of Contract Expenditures for the
Technical Assistance and Community Project Funds of the Local Resource Management
Project of Visayas Cooperative Development Center, hIc. (VICTO), AID Project number 492
0358, for the period November 6, 1989 to May 31, 1991. The Statement of Contract 
Expenditures is the responsibility of VICTO's management. 

As described in the accompanying Schedules of Findings and Questioned Costs, we were 
unable to apply other auditing procedures to satisfy ourselves as to the allowability of the total 
expenditures charged to the Techmical Assistance. it addition, our audit disclosed questioned
costs amounting to P310,161.17 (US$12,334.90) , of which P295,343.71 (US$11,745.62) 
are unsupported costs. USAID will make a final determination as to whether the total 
expenditures under the Technical Assistance Fund and the related questioned costs are 
allowable under the terms of the contract. 

Based on the nature and extent of the above questioned costs, we were unable to determine 
whether VICTO maintained adequate accounting records and sufficient documentation to 
support the allowability of expenditures charged to the Technical Assistance during the period
November 6, 1989 to May 31, 1991 and were unable to apply other auditing procedures to 
satisfy ourselves as to the allowability of these expenditures. Accordingly, the scope of our
work was not sufficient to enable us to express, and we do not express, an opinion on the 
Statement of Contract Expenditures. 

This report is intended solely for the use of the United States Agency for International
Development, VICTO, the National Economic Development Authority, and others within the 
organization. This restriction is not intended to linit the distribution of this report which, upon
acceptance by the office of the Inspector General, isa matter of public record. 

June 8, 1991 
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC. 
TECHNICAL ASSISTANCE AND COMMUNITY PROJECT FUND OF THE 

LOCAL RESOURCE MANAGEMENT PROJECT 
NATIONAL ECONOMIC DEVELOPMENT AUTHORITY 

AID PROJECT NO. 492-0358 

Statement of Coutract Expemditures 

For thePeriod November 6. 1989 to May 31. 1991 
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
TECHNICAL ASSISTANCE AND COMMUNITY PROJECT FUND OF THE
 

LOCAL RESOURCE MANAGEMENT PROJECT
 
NATIONAL ECONOMIC DEVELOPMENT AUTHORITY
 

AID PROJECT NO. 492-0358
 

Note to Statement of Contract W ditures 

Nature of Oprations and Summoa of Significant Accounting Policies 

a. 	 VICTO was organized in 1971 and registered with the Securities and Exchange
Commission as a non-stock, non-profit organization. It was also registered with the 
Department of Agriculture as a Cooperative Federation on September 28, 1988. 

On October 27, 1989, the Philippine government, through the National Economic and
Development Authority (NEDA), contracted VICTO to participate in the USAID-funded 
Local Resource Management Project (LRM) to be conducted in the province of Negros
Occidental. This project consisted of two Phases: Phase I consisted of the Technical 
Assistance (TA) and Phase 1I consisted of the administration and management of the 
Community Project Fund (CPF) with a contract cost of Pl, 190,632.00 (US$47,350.65) 
and P1 million (US$39,769.34), respectively. The period of the contract was originally
from November 6, 1989 through May 6, 1991 but was extended up to August 6, 1991 
and the contract cost for the technical assistance fund was increased to P1,364,575
(US$54,268.24). Said increase will cover the additional training costs for capability
building for Negros Occidental LRM implementors which VICTO proposed to undertake. 

The Technical Assistance shall be made available to the local poverty groups in the twelve
(12) pilot barangays in the municipalities of Calatrava and Cauayan, Negros Occidental,
in the form of project technical or technology assessment, design and development of 
livelihood system and installation of accounting and internal control systems. 

Under the contract, VICTO, as administrator of the CPF, has the responsibility of 
determining the readiness and capability of the barangays to undertake and implement
livelihood projects to be funded from the CPF. 

b. 	 Expenditures are related to the disbursing of funds provided by USAID to accomplish the 
objectives of the projects discussed above. Expenditures are recognized as incurred, in 
accordance with generally accepted accounting principles. 

For the purpose of quantifying Philippine Pesos into US Dollars, the exchange rate of 
P25.145 to US$1.00 was used which represents the average monthly exchange rates 
from November to May 1991. 

http:US$54,268.24
http:US$39,769.34
http:US$47,350.65
http:190,632.00


VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC. 
TECHNICAL ASSISTANCE AND COMMUNITY PROJECT FUND OF THE 

LOCAL RESOURCE MANAGEMENT PROJECT 
NATIONAL ECONOMIC DEVELOPMENT AUTHORITY 

AID PROJECT NO. 492-0358
 

Compliance with the Tem of the Contract and Appicable
 
Laws and Regulations
 

Independent Auditors' Rept 

We were engaged to audit the Statement of Contract Expenditures of Visayas Cooperative
Development Center, Inc. (VICTO) for the period November 6, 1989 to May 31, 1991, and 
have issued our report thereon dated June 8, 1991, on which we disclaimed an opinion due to 
limitations in the scope of our work. 

Compliance with the terms of the contract and the laws, regulations, grants, and binding
policies and procedures applicable to VICTO is the responsibility of VICTO's management. As 
part of our audit, we performed tests of VICTO's compliance with certahi provisions of the 
contract and laws, regulations, grants, and binding policies and procedures. However, it 
should be noted that we performed those tests of compliance as part of obtabinig reasonable 
assurance as to whether the financial statements are free of material misstatement; our objective 
was not to provide an opinion on compliance with such provisions. 

Material instances of non-compliance are violations of the contract, laws, regulations, grants, 
or binding policies and procedures that cause us to conclude that the aggregation of 
nilsstatenients resulting from those violations is material to the Statement of Contract 
Expenditures. The results of our tests of compliance disclosed material instances of non
compliance described as findings I to 5 in the accompanying Schedule of Findings. 

We considered these material instances of non-compliance in preparing our report on VICTIO's 
Statement of Contract Expenditures. 

Our testing of transactions and records disclosed instances of non-compliance with the terms of 
the contract and applicable laws and regulations. All instances of non-compliance that we found 
are Identified in the accompanying Schedule of Findings. All questioned costs relating to these 
findings are sunimarized in the accompanying Schedule of Questioned costs. 

Except as described above, the results of our tests of compliance indicate that,with respect to 
the items tested VICTO complied with the provisions referred to in the second paragraph of this 
report. With respect to the items not tested, the extent of non-compliance noted in our testing
indicates that there ismore than a relatively low risk that VICTO may have violated the terms of 
the contract or applicable laws and regulations. 

This report is intended solely for the use of the U.S. Agency for International Development,
VICTO, the National Economic Development Authority, and others within the Organization.
Tis restriction is not intended to limit the distribution of this report wldch, upon acceptance by
the Office of the Inspector General, Isa matter of public record. 

Junie 8, 1991 
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
 
AID PROJECT NUMBER 492-0358
 

Compliance with the Terms of the Contract and Applicable
 
Laws and Regulations
 

Schedule of Findings
 

MATERIAL FINDINGS 

TECHNICAL ASSISTANCE 

1. 	 It may be improbable that the desired training activities under Teclnical Assistance will be 
successfully carried out by VICTO by the end of the contract period. 
As called for in the contract, VICTO shall make available 16 training activities andseminars for each of the 12 CBO's Technical Assistance in the form of project technical or technology assessment, design and development of livelihood system, and installation
of an accounting and internal control system. All In all, VICTO shall conduct a total of
192 seminars under the following stages and schedule of activities: 

Stage 	 Schedule of Implementation 

1. 	Pre-organizational stage First Quarter
2. 	 Organizational building stage Second adTird Quarter
3. 	 Project Development/CPF implementation Fourth and Fifth Quarter
4. 	 Phase-out Sixth Quarter 

A closer look at the financial activities of VICTO showed that as of May 31, 1991, itdisbursed 83% or P1,134,523.00 of the total funds committed by USAID underTechnical Assistance and yet it was only able to make available to the local poverty 
groups in the 12 CBOs the following: 

o 	 Only sixteen seminars were conducted and at most given to 9 CBO's 
(Instead of targeted 12 CBO's) 

o For almost 19 months tite project conducted only 8%of the total number of
seminars It committed to USAID. 

o VICTO has only two months to conduct the remaining 92%or 176 seminars 
for the 12 CBOs. 

(Please see Exhibit I for the details.) 

We were able to establish that only sixteen seminars were conducted by VICIrO after 
performing the following: 

http:P1,134,523.00
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We requested all the folders of the 12 CBO's ad other related documents 
pertaining to the training activities conducted/given to the CBOs'. However, we 
were given only 6 folders, one each for the 6 CBOs located in Calatrava, Negros
Occidental. The respective folders of the 6 CBOs contain the following: 

1. Nature of seminars conducted, numbering ten (10) seminars 
2. Date, thie and venue of the seminars 
3. No. of participants with attendance sheet duly signed by CBO members 
4. Reactions/questions raised by CBO members 

Thereafter, we confimned with some participants whether the training seminars as 
contained in the folders were actually given to them for which we got positive
replies. From the sunmmary of training seminars as noted above, we performed also
validation work by reviewing the liquidation reports of the trainors and matching
the information relative to the training seminars conducted, the venue, date and tine 
against those shown in the CBO folders. We also matched the training expense
materials per supporting documents with that of the disbursement vouchers. 

We asked for the respective folders of the other 6 CBOs and we were told that the 
custodian ol the said CBO folders was no longer connected with VICTO.The 
Training Officer who was employed in January 1991 gave us instead the sunmmay
of the six (6) seminars conducted from January to April 1991 which we did not 
substantiate anymore. The sunimary showed the following information: 

1. Nature of tie training programs conducted 
2. Place/venue of the training 
3. No. of participants with attendance sheet 
4. Date conducted 

(Please see Exhibit I-A for the details.) 

Furthermore, we wish to point out that as of May 31, 1991, VICTO's actual expenditures
for lodging, supplies and training materials for LGU and CBO trainings amounted only 
to P85,990.60 which was way below the budget by P123,099.30 (US$4,892.00). This 
would reinforce our above findings that there were only few trainings conducted to the 
CBO's. Another indication was the fact that only one (1) out of the twelve (12)
designated barangays was granted the CPF loan of P83,333.00, of which the amount of 
P20,000.00 was released on May 15, 1991 from ie PI million CPF. (Please see finding 
no. 5 on pages 17 and 18 for the details.) 

RECOMMENDATION 

We suggest that VICTO make the necessary evaluation and review of the schedule of the 
training activities and seminars and the manner by which these are to be conducted based 
on the contract This should be discussed and communicated with USAID and NEDA in 
order that an appropriate plan of action will be developed and agreed among USAID, 
NEDA and VICTO. 

http:P20,000.00
http:P83,333.00
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2. 


A. 
B. 

C. 
D. 
E. 

As of May 31, 1991, total cash advance requested by VICTO amounted to 
P1,364,575.00 of which P1,025,257.85 was received from USAID. However, as of 
said period, VICTO disbursed more than what it had received. Total disbursement 
amounted to P1, 143,239.09 exceeding by P1 17,981.24. Details are as follows: 

Difference 
Budget Actual of Expenses

Budget Line Items Received E Over R-qest 

Personnel services 613,100.53 683,740.45 70,639.92 
Maintenance and other 
Operating expenses 252,900.37 334,688.04 81,787.67 
Training program and Seminars 163,185.45 85,991.00 ( 77,194.85) 
Contingencies 3,928.50) 320.00 4,248.50 
Administrative Support 000 38.500,00 38,500.00 

1,025,257.85 1,143,239.09 117,981.24 

(Please refer to Exhibit Ufor the details) 

VICTO resorted to borrowings from its other project to cover the above fund shortage.
Funds borrowed as of May 31, 1991 totalled P152,810.00, as a result of VICTO's 
failure to submit on time the expenditure disbursement report and the cash advance 
request to NEDA. 

Specifically, the cash advance request of P124,010.73 for the third quarter which was 
due on April 1, 1990 was submitted only on June 5, 1990 and the request of 
P339,317.15 for the 6th quarter which was due on January 1,1991 was submitted only 
on April 4, 1991. 

The amount of P 124,010.73 for the 3rd quarter request was received from USAID only 
on July 31, 1990. VICTO borrowed funds from VICTO-NOCBP (Negros Occidental 
Capability Building Project) as it had to pay the expenses in relation to its planned
activities. Details of the borrowings follow: 

Date Bor Amu 

June 26, 1990 P 50,000.00
 
July 30, 1990 50,000.00
 

P 100,000.00 

With respect to the 6th quarter request, VICIO did not receive the funds from USAID as 
of June 8, 1991. 

Tis practice of disbursing funds over and above the amount received from USAID is not 
in consonance with Section 5.03 - Term of Payment of the Contract for the Technical 
Assistance. Specifically, VICTO is required under the agreement to submit quarterly 
requests for advance of funds at least one month prior to the date funds are required or If 
funds are disbursed faster than projected, it may request an nterin advance prior to the 
regularly scheduled quarterly installment to ensure that funds will be available to finance 
contract activities. 
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RECOMMENDATION 

We suggest that VICTO strictly comply with USAID's funding procedures and te 
reportorial requirements as contained in Section 3.03 of the contract to ensure receipt of 
funds from USAID on a timely basis and to preclude borrowings from other 
organizations/projects, and avoid unnecessary delays iWi the implementation of the 
Project's planned activities. 

3. 	 Salaries paid to certain employees involved under the VICrO-LRM Project in the amount 
of P247,290.54 were not supported by daily time records. (Please refer to Exhibit I1for 
the details.) 

The project cashier informed us that field employees' time records are submitted upon
liquidation of the cash advances for per diem and transportation expense. Likewise,.
these employees are required to prepare a monthly planner. However, VICTO does not 
require its administrative personnel to prepare daily time records since they report daily
to the VICTO office. The project cashier says that itcan easily monitor who are reporting 
or not. 

We test-examined the field employees' liquidation reports on their cash advances and we 
noted, however, that these were not supported by daily time records. 

RECOMMENDATION 

We suggest thatpayment for salaries be supported by daily time records upon which the 
computation of the payroll will be based to ascertain the accuracy and legitimacy of the 
salaries paid. 

4. 	 Our comparison of the approved budget as against actual expenses of the Technical 
Assistance fund as of May 31, 1991 disclosed the following: 

a. 	 Actual expenses for administrative support exceeded the budget by P31,500.00, 
and the excess was greater than the allowed variance of 15%. 

b. 	 Actual maintenance and other operating expenses exceeded the budget by
P28.999.99; and the excess fell within the allowed variance of 15%. 

c. 	 Actual expenses for personnel services exceeded the budget by P3,507.68; 

(Please refer to Exhibit IV for the details) 
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Per LRM revised budget for February to August 6, 1991, as contained in the amendhent 
contract between NEDA and VICTO (and approved by USAID), budget for the 
administrative support is P3,500.00 a month for the months of April and May 1991 (or a 
total of P7,000.00). However, the following payments were made by VICTO: 

Approved budget as of 5-31-91 	 P 7,000.00 

Actual Expenses
 
Date Payee uAmunt
 

12-00-90 VICTO Adm. Support P 7,000.00 
01-28-91 VICTO Adm. Support-Ist Qtr. 10,500.00 
04-08-91 - do - Adm. Support-2nd Qtr 10,500.00 
05-07-91 - do - Adm. Support-2nd Qtr 10,500.00 38,500.00 

Over spent amount 	 P 31,500.00 

The maximum amount that can be disbursed by the project, based on allowable variance 
of 15% Is P8,050.00 ( Art. V, Section 5.01 of the Contract). Consequently, there was 
unauthorized overspending of P30,450.00 (P38,500.00 - P8,050.00). 

The excess of expenses over the budgeted amount for maintenance and other operating 
expenses was within the 15% budget variance. 

RECOMMENDATION 

We suggest that VTCTO carefully review the allocated budget for each line item prior to 
approving disbursements to ascertain that expenses are within approved budget. 

COMMUNITY PROJECT FUND 

On October 30, 1990, VICTO (under the LRM Project) requested thru NEDA a cash 
advance of P 1 million for CPF requirements of LRM beneficiaries in Negros Occidental. 
Contained in said request are the listing of projects for the twelve (12) pilot barangays in 
Negros Occidental with the corresponding budget for each barangay and the date needed. 
From the request, it appeared that the pilot harringays needed the funds on November 19, 
1990 atthe earliest and February 1991 atthe latest. 

(Please refer to Exhibit V for the details.) 

5. 	 Based on the CPF books of accounts, P1.0 million COF was received on December 18,
1990. As of May 31, 1991, only barangay Lipat-On, Calatrava, Negros Occidental, was 
granted a loan of P83,333.33 of which only P20,000.00 was released on May 15, 1991. 

Our review of the loan documents of Lipat-On disclosed that the loan application for 
P83,333.33 was approved on March 19, 1991. This is the maximum amount a 
Community Based Organization (CBO) can avail per LRM Operations Manual on CPF. 
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We discussed this matter with the project consultant, who informed us that it was the
decision of the Board of Directors of Lipat-On to just draw an initial amount of
P20,000.00 from the approved loan of P83,333.33 to avoid paying interest on the whole 
amount of the loan since Lipat-On needed only P20,000.00 for the initial phase of its
approved Paimlo-Balo fishing project. The CBO will just draw the remaining balance of 
the loan as the need arises. 

We conducted field visit of the Lipat-On project and confirmed the loan release. The
organization's chainan confiiied the receipt of the loan and informed us that such loan 
was disbursed in accordance with lpat-On's approved project proposal and that it was 
disbursed as planned. 

Our further review of the loan application of Lipat-On disclosed that while the Initial
evaluation of the loan application was approved by the loan officer, it was without the
written approval of the Visayas Central Fund (VCF) manager. VCF is a division of 
VICTO responsible for the operation of the CPF. Nevertheless, the loan committee 
approved the loan of P83,333.00 hi a meeting held on March 18, 1991. 

Moreover, our review of the status of tie eleven (11) out of the twelve (12) CBO CPF
loan beneficiaries who have not yet been granted the CPF loan disclosed the following: 
I. 	 One (1) CBO project was approved on March 18, 1991 and the loan is ready for 

release. 

2. 	 Eight (8)CBO projects are ready for finalization; target date of release is July 1991. 

3. 	 One (1)CBO project proposal Is subject to certain revisknis; target date ofrelease is 
July 31, 1991. 

4. 	 One (1)Is currently In process. 

(Please refer to Schedule VI for the details.) 

We gathered all the documents related to the CPF loan application of the remaining CMOs 
to determine if the CBO's submitted complete CPF loan documentation requirements and
if such documents were submitted promptly to properly establish the reason behind the
delay of the CPF fund releases to CBOs. However, we noted no documentation as to the 
date such documents were received by VICIO. 

RECOMMENDATION 

We recommend that VICTO properly maintain files of the CBO CPF loan beneficiaries
wtich should ilcaide among other things, the status of the CBO loan application, the date
when the CBO loan requirements were received, the requirements of the CBO's which
have not been complied with, the reasons for the delay in granting loans and other matters 
necessary in determining the status of CBO loan applications. 

http:P83,333.00
http:P20,000.00
http:P83,333.33
http:P20,000.00


OTHER FINDINGS 

TECHNICAL ASSISTANCE 

6. 	 VICTO-LRM personnel who were supposed to render full-time services to VICTO-LRM 
project conducted training activities/sewniars for oier sponsors and outside of the 12 
CBOs agreed upoL with USAID. 

Details are as follows: 
Applicable Transportation

Venue Emnplo 'sName Trainin Reviewe I S" ptrDi ms 

SM ISCI 
Sipalay Fe B.Catadman 1RD-I for Offices &Staff Feb. 16-17, 1991 }

}Bslay )
Kalaya 
Bacolod Fe B.Catadman ET-I Feb. 21-22, 1991 1 P 2,306.54 P 423.00

} 
-do- Credit Management 3 Mar. 23-24,1991 I

} 
-do- -f Bookkeepingl April 22-24, 1991 } 

BelayKalsana 
Bacolod Carmen Baugbog ET-I Feb. 21-23, 1991 869.55 747,48 

P 3,176.09 P1,170.48 

We noted that HRD-I for officers and staff and Bookkeeping I seminars were sponsored 
by SMISCI Sipalay and the Department of Trade and Industry (DI. 

Some seminars were also conducted by VICTO-LRM personnel but were sponsored by
the DI and DENR-ISFP. Details are as follows: 

Venu Emvloyee's ]aeTint Reiee Date Applicable5b TransportatlonMr Diem 

Bu. Iacan 

Cauayan Samson Soriano PMES March 18-19, 1991 P 684.15 P 232.00 

-do - Credit Managementl Marh21-22, 1991 

Calatmva Olive Dequinto Bookkeeping I April 22-24, 1991 491.19 348.00 

1.175.34 580.00 

Total P 4,351.43 P 1,750.48 

The salaries of said trainors were paid in full by VICTO induding the applicable salaries 
amounting to P4,351.43 as noted above, together with the corresponding expenses
amounting P1,750.48. Such payments were charged to Technical Assistance. 

http:P1,750.48
http:P4,351.43
http:P1,170.48
http:3,176.09
http:2,306.54
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RECOMMENDATION 

We suggest that in cases where employees render services both to USAID-funded
projects and those funded by other agencies, the salaries, per diems and other expenses
incurred in relation to the services rendered should be properly allocated to the USAID
Grant Project and the other projects in accordance with the proportion of relative benefits 
received. 

7. 	 Our review of reports submitted by VICTO to NEDA disclosed that as of audit date,
VICTO has not submitted even a single Process Documentation Report (PDR) which is
due every twenty (20)calendar days after the end of every month. 

The PDR serves as the main source document in the management of the learning process
in the LRM project. It covers the updating of the poverty study of pilot barangays and
documentation of project operations for one week or one month depending upon whether 
the activities are conducted in the barangay, municipal or provincial level. It is submitted 
to the Provincial Planning Development Office (PPDO) and the NEDA Regional Office-
LRM (NRO-LRM) to act upon problems documented therein. 

We discussed this matter during our preliminary exit discussion with some project
officers, representatives from the Provincial Planning and Development Office and 
NEDA-LRM Iloilo City. This was confirmed by the representative from NEDA-LRM
oio City and informed us that VICTO promised to submit said report starting either

March or June 1990. 

RECOMMENDATION 

Section 3.03 of the contract between NEDA and VICTO provides for the submission of 
reports with the corresponding schedule of submission to administer the conduct of the
Technical Assistance and the management of the Community Project Fund (CPF) 

In compliance with the provisions of Section 3.03 of the contract, we suggest that 
VICTO submit promptly the process documentation reports. 

8. 	 Amendment No. I to the original contract between VICTO and NEDA, dated June 1990 
provides that effective July 1990, the salary of the cashier shall be shouldered by VICTO-
VCF in exchange for the salary of the utility clerk which shall be charged to the TA from
July to May 1991. For the months of July to May, 1991, the corresponding salaries of 
the utility clerk were charged to the Technical Assistance (TA). However, we noted that
the cashier's salary for the payroll period August 1, to October 30, 1990 was charged
also to TA, as follows: 

Cashier's salary charged to the TA P 2,711.00
Multiply by the number of months
 

(August to October 1990) 
 X 	 3 

8,133.00
Employee's benefits 	 58255 

Total amount charged to the TA 	 P 8,715.55 

http:8,715.55
http:8,133.00
http:2,711.00
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RECOMMENDATION 

We suggest that VICTO strictly comply with the provision on "salaries and benefits" ofAmendment No. I to ascertain that expenditures from the Technical Assistance were
indeed allocable and to properly reflect actual expenses under the AID Grant Project 

9. Our review of the salaries paid for the period November 6, 1989 to January 31, 1990 perCDV#390015 of the following employees were lower than what was provided for in the 
contract between VICTO and NEDA as follows: 

Monthly Monthly 

Name of Em ve Positio 
salary

received 
salary 

e co Differen 

Casas, Alberto 
Francisco, Ma. Esther 
Jusa, Carlito 
Naranjo, Teresita 

Comm. Organizer 
Cashier 
Comm. Organizer 
Bookkeeper 

P 3,937.90 
3,361.00 
3,937.90 
3,639.00 

P 4,636.00 
3,814.00 
4,636.00 
4.005,00 

P 698.10 
453.00 
698.10 
366.00 

Multiply by no. of 
months 

14,875.80 

3 

17,091.00 

x 3 

2,215.20 

x 3 

P 44,627.40 P 51273.00 P 6645.60 

Our further review of the above disclosed that VTCTO had paid salary adjustments inFebruary, 1990 in compliance with the approved contract between NEDA and VICTO.
However, we noted that the salaries paid to Fe Catadman, tralnor III, from January to
May 1991, exceeded the budget by P750.00, to wit: 

Actual monthly salary received P 5,997.00
Per budget amendment No. 3 5,847.00 

Difference 150.00 
Multiply by no. of months 

(January to May 1991) x 5 

P 750.00 

RECOMMENDATION 

We suggest that VICTO pay the employees under the LRM Project in consonance withwhat was approved by USAID (as provided for in the Contract between NEDA and
VICTO) to ascertain that the budget allocated for every budget line items (as allocated) 
were properly disbursed. 

http:5,847.00
http:5,997.00
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COMMUNITY PROJECT FUND 

10. 	 USAID renitted the P1 million CPF fund to VICTO's Visayas Central Fund (VCF)
interest-bearing bank account because of its failure to submit on a timely basis the bank
account number opened for tie CPF fund. Interest earned up to date of transfer to CPF 
fund amounted to P970.22. 

We noted that the bank account for the VICIO LRM-CPF was opened on November 23,1990 with PCIB Goldenfield Branch, Bacolod City under C/A No. 3262-00279-3.
However, the PI million CPF was credited via telegraphic transfer to VICTO'S regular
account (Not a VICTO-LRM account) with Far East Bank and TrustCo. (FEBTC) under
savings account No. 0152-086358 (an interest earning bank account) on December 18,1990 in lieu of tle batik account opened for said purpose. Further review disclosed that
said amount was transferred to the VICTO-LRM-CPF bank account only on January 14,
1991 and was recorded on samie date in tie books of accounts maintained separately forthe technical assistance fund. This was subsequently recorded in the CPF books of 
accounts only on May 31, 1991. 

Although the CPF fund was recorded in the TA books of accounits, tis was not reflected
in the Project's Statement of Financial Expenditures for the quarter ended April 30, 1991. 

Our discussion with the project officials disclosed that the bank account given by the 
project to USAID sometime in September 1990 which will serve as the temporarydepository bank for the CPF funds was VICTO'S regular bank account for the reason
that CPF regular fund bank account was not yet available on said date pending a board
resolution from VICTO'S board of directors. However, the opening of the VICTO-LRM-
CPF account ol November 23, 1990 was not promptly relayed to USAID (the account 
was opened 27 days earlier than the date the remittance was to be credited to VICTO's 
regular bank account.). 

RECOMMENDATION 

We suggest that the interest earned on the P1 million CPF of P970.25 be remitted toUSAID or be deducted from the total cost of the contract. Interest should be computed
from the time it was credited to VICT'O'S regular bank account up to the time it was 
transferred to the TA bank account. 

11. VICTO failed to submit the CPF status report showing the amount of funds received
from USAID, the amount released to the fund conduit, and the expenditures against such
releases. This report should have been prepared and submitted to NEDA on May 10,
1991. 

RECOMMENDATION 

In compliance with the reportoial requirements of the contract, VICTO should promptly
submit the CPF status report even if funds had not been released to the fund conduits. 

16\L
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
 
LOCAL RESOURCE MANAGEMENT PROJECT
 

AID PROJECT NO. 492-0358
 

Compliance with the Terms of the Contract and Applicable
 

Laws and Regulations
 

Schedule of Questioned Costs
 

For the Period November 6, 1989 to May 31, 1991
 

According to AID applicable regulations, costs charged to a project must meet the following
general oriteria: 

a. 	 Be reasonable for the performance of the project. A cost is reasonable if, its nature or 
amount, it does not exceed that which would be incurred by a prudent person under the 
same circumstances. 

b. 	 Be allocable to the project. A cost s allocable in accordance with the relative benefits 
received. 

c. 	 Conform to any limitations or exclusions set forth n the agreement in which the project Is 
based. 

d. 	 Be adequately documented. 

Ineligible costs are all those costs unallocable and or unallowable in acordance with the terms 
of the contract, applicable laws and regulations. Unsupported costs are costs not properly
supported by the recipient, In excess of tie budgeted amount per line item including allowable 
variances, and costs considered unreasonable under the circumstances. 

VICTO did not maintain adequate records and sufficient evidential documents supporting the 
training seminars it conducted to the twelve (12) CBO's. VICTO agreed to undertake 16 
training seminars to be conducted for each of the 12 CBO's or a total of 192 training 
seras.as contemplated under te provisions of Art. III, Section 3.01 of tie Contract for 
Technical Assistance and as a result of which USAID committed the total amount of 
P1,364,575.00 as Technical Assistance Fund. Per available records provided to us, only 16 
(or 8%) seminars were conducted as of May 31, 1991 to 9 CBO's instead of the targetted 12 
CBOs. 

We were unable to apply other auditing procedures to satisfy ourselves as to the allowability of 
the total expenditures charged to Technical Assistance. In addit.on, our audit disclosed the 
following questioned costs because they were not adequately supported nor were in complimce
with the contract, applicable laws or regulations. 

http:addit.on
http:P1,364,575.00
http:seras.as


Inelle'-!_ Unsupported 
Budget Line Items Ct cost 	 Total 

A. 	 Personnel Services 

Salaries and wages P P 247,290.54 P 247,290.54 

4,351.43 4,351.43 

8,715.55 	 8,715.55 

750.00 750.00 

!3&69 248.040.54 261.107.52 

B. 	Maintenance and Other 
Operating Expenses 1,750.48 1,750.48 

16,853.17 16,853.17 

LIM0A 16,53.17 18.603.65 

C. 	 Administrative Support 0.00 30.450.00 30,450.00 

Total Questioned 
Cost P 14817.46 P 295,343.71 P 310,161.17 

These costs were previously described In the Schedule of Findings. 

Remarks
 

not supported by 
daily time records 
paid toVICTO-
LRM personnel 
who conducted 
training seminars 
for other sponsors 
and outside of the 
12 CBO's as agreed 
with USAID. 
salaries paid to 
proect cashier 
which Is not in 
accodance with the 
provision on "Sa
laries and wages" 
of Amendment 1 
Salaries paid to 
Tramnor III in excess 
of the approved 
budgeL 

Paid to VICfO-
LRM Personnel 
who conducted trai
ning seminars for 
other spomors and 
outside of the 12 
CBYs as agreed 
with USAID. 
in excess of budget 
including the 15% 
allowable variance. 

in excess of bud
get Including the 

15% allowable 
variance 

,* 

http:310,161.17
http:295,343.71
http:14817.46
http:30,450.00
http:30.450.00
http:18.603.65
http:16,53.17
http:16,853.17
http:16,853.17
http:1,750.48
http:1,750.48
http:261.107.52
http:248.040.54
http:8,715.55
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VISAYAS COOPERATIVE DEVELOPMENT, INC.

TECHNICAL ASSISTANCE AND COMMUNITY PROJECTFUND OF THE
 

LOCAL RESOURCE MANAGEMENT PROJECT
 
NATIONAL ECONOMIC DEVELOPMENT AUTHORITY
 

AID PROJECT NUMBER 492-0358
 

Internal Controls 

Indeedent Auditors' Report 

We were engaged to audit tie Statenent of Contract Expenditures for the Teclnical Assistance
and Community Project Funds of the Local Resource Management Project of Visayas
Cooperative Development Center, hIc. (VICTO), AID Project number 492-358 for the period
November 16, 1989 to May 31, 1991, and have Issued our report thereon dated June 8,1991,
on which we disclaimed an opinion due to limitations in the scope of our work. 

We conducted our audit in accordance with generally accepted auditing standards for fiancal
audits contained in Goverinent Auditing Standards issued by the Comptroller General of the 
United States. 

In planning and performing our audit of Visayas Cooperative Development Center, Inc., weconsidered its internal control structure-in order to determine our auditing procedures for the 
purpose of attempting to express our opinion on the financial statements and not to provide 
assurance on the internal control structure. 

The management of VICTO Isresponsible for establishing and maintaining an internal control 
structure. In fulfilling this responsibility, estimates and judgements by management arerequired to assess the expected benefits and related costs of internal control structure policies
and procedures. Ihe objective of an internal control structure are to provide management with
reasonable, but not absolute, assurance that the assets are safeguarded against loss fromunauthorized use or disposition, and that transactions are executed in accordance withmanagement's authorization and recorded properly to permit the preparation of financialstatements in accordance with generally accepted accounting principles. Because of Inherent
limitations inany internal control structure, errors or irregularities may nevertheless occur and 
not be detected. Also, projection of any evaluation of the structure to future periods is subject
to the risk that procedures may become inadequate because of changes in conditions or that the
effectiveness of the design and operation of policies and procedures may deteriorate. 

For the purpose of this report, we have classified the significant internal control structure
policies and procedures of VICTO applicable to the AID Project No. 492-0358 for the period
November 6, 1989 to May 31, 1991 In the following accounting applications. 

a. Cash receipts; and 
b. Cash disbursements. 

For the control categories listed above, we obtained an understanding of the design of relevant
policies and procedures and whether they have been placed in operation, and we assessed 
control risk. 
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We noted the matters described in findings nos. I to 8 o the Schedule of Findings that we
consider to be reportable conditions under standards established by the American Institute of 
Certified Public Accountants. Reportable conditions involve matters coining to our attention 
relating to significant deficiencies in the design or operation of the internal control structure 
that, in our judgement, could adversely affect the entity's ability to record, process, summarize 
and report financial data consistent with the assertions of management in the Statement of 
Contract Expenditures 

A material weakness Isa reportable condition in which the design or operation of the specific
internal control structure elements does not reduce to a relatively low level the risk that errors or 
irregularities inamnounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal 
course of performing their assigned functions. 

Our consideration of the internal control structure would not necessarily disclose all matters in 
the internal control structure that might be reportable conditions and, accordingly, would not 
necessarily disclose all reportable conditions that are also considered to be material weaknesses 
as defined above. We believe that the matter described in findings no. I and no. 2 on the 
Sdliedule of Fidings represents a material weakness. 

Tiis report Is intended solely for the use of VICTO, United States Agency for International 
Development, the National Economic Development Authority, and others within the 
organization. Ilis restriction is not intended to limit the distribution of this report witch, upon
acceptance by the Office of the Inspector General, Is a matter of public record. 

June 8, 1991 
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
 
AID PROJECT NUMBER 492-0358
 

Internal Cnrl 

Schedule of Findings 

MATERIAL FINDINGS 

I. 	 We noted that VICTO had no accounting manual. The project bookkeeper confirmed the 
absence of a manual and said that VICTO's accounting manual was undergoing revisions 
at its head office in Cebu City. 

RECOMMENDATION 

We suggest that VICTO prepare and make available an accounting manual clearly
defining VICTO's significant accounting practices and procedures. The existence of said 
manual would facilitate monitoring of the application of practices and procedures
employed by VICTO sufficient to reflect all transactions under or in connection with the 
terms and conditions of the contract between NEDA and VICTO. 

2. 	 Salaries paid to employees were not adequately supported with Daily,time records or 
other appropriate records. 

Our review of payrcll transactions disclosed that 19 semi-monthly payrolls were not 
supported with daily time records. VICTO pays its employees based on their approved 
monthly salary rates. (See exhibit III for details.) 

RECOMMENDATION 

We suggest that daily time records or any appropriate records be properly maintained by
VICTO upon which the computation of the payroll will be based to ascertain the accuracy
and legitimacy of the salaries paid. 

OTHER FINDINGS 

3. 	 Our review of cash advance transactions disclosed that the present system on cash 
advances allows granting of cash advances to staff members even if they have not 
liquidated their cash advances. The present system also allows partial liquidation of cash 
advances. 

(Please refer to Exhibit VII for the details.) 
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RECOMMENDATION 

We recommend that management review its present policy especially in the areas of 
granting and liquidation of cash advances. The present practice nullifies the accounting
principle on "proper matching of cost and revenues" should the cash advance be 
liquidated after the cut-off date required by USAID (which could be considered as one
accounting period). Expenses that should have been included in said report would not be 
included. Moreover, It opens an opportunity for the staff to use the money for purposes
which do not serve the best interest of the project. 

We suggest that cash advances be liquidated in full and immediately after an activity has 
been completed to properly monitor cash advances and facilitate recording of and 
accounting for expenses. 

4. 	 The itinerary sheet which serves as the cash advance request, detailing the nature and 
purpose of the cash advance is prepared by the employee requesting a cash advance. We 
noted that space is properly provided for to show any outstanding/unliquidated cash 
advance. Our review disclosed that this space was not filled out and that the itinerary
sheet was neither reviewed nor approved in writing by a responsible Project official prior 
to the issuance of a check disbursement voucher. 

RECOMMENDATION 

We suggest that the itinerary sheet wdch serves as the cash advance request, be properly
accomplished, and duly reviewed and approved by a responsible Project official to 
ascertain that cash advances are within the approved budget. 

5. 	 Our review disclosed that the time of departure and/or arrival at each location was not 
indicated in the expense reports covering the liquidation of cash advances for travel 
expenses. 

RECOMMENDATION 

We recommend that travel expenses include the time of arrival in and departure from each 
location to facilitate monitoring of travel expenses and per diems. 

Moreover, the audit procedures provided by USAID on travel charges require that travel 
and transportation expenses show the time of departure and arrival at each location,
locations visited, details of costs Incurred, supported by documentation, purpose of the 
trip and signature of a responsible official. 

6. 	 We noted that official receipts were Issued to cover excess cash from the liquidation of 
cash advances and other cash collections. However, we noted the following entries in 
recording cash collections: 
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Upon Issuance of official receipts 

DR : Cash on hand 
CR : Accounts receivable/advances programs or other 

appropriate accounts 

Upon deposit of collections 

DR : Cashin bank 
CR : Cash on hand 

The present practice would entail more time and additional clerical work such as: 

-	 Maintaining general ledger account for cash on hand 

- Additional time in recording the transactions 

-	 Reconciliation or analysis of the cash on hand account 

RECOMMENDATION 

Since all collections are deposited intact and are not used to finance daily disbursements,
we suggest that VICTO simplify its recording procedures regarding cash transactions by
directly charging cash in bank account for collections received to save on clerical work,
thus, save time and facilitate the reconcilation of the cash account. 

7. 	 Our review of the personnel files involved in the VICTO-LRM project disclosed the 
following: 

I. 	 two (2) employees had no available personnel file 
2. 	 one (1)employee has no employment contract on file
3. 	 the salary rates of two (2) employees per employment contract were left blank

(amount not typed or written)
4. 	 the salary rates of five (5)employees per contract were written in pencil
5. 	 the project had not updated the file of one (1)employee 

(Please refer to Exhibit VIII for the details) 

The salaries that were received by the five (5)employees whose salary rates were written 
in pencil agree with what was provided for in the contract between VICTO and NEDA. 

RECOMMENDATION 

We suggest that VICTO keep and properly maintain an updated file of employees
involved in the LRM-Project which should Include among others things, an employment
contract. Said contract shall serve as basis indetennining the propriety and validity of 
salaries paid to the employees. 
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8. 	 We noted that tile purchases of office supplies and training materials was not In 
accordance with the usual pradtice of requiring canvassing procedures for purchases over 
P300.00. 

The project bookkeeper confirmned to us that it had been the project's practice to require
canvassing procedure for purchases over P300.00 to enable the Project to obtain the best 
quality items at the most reasonable prices. (Please refer to Exhibit IX for the details.) 

Our discussion with the project cashier disclosed that no canvassing procedures were 
undertaken for said purchases because these were purchased from suppliers where the 
project had a credit line. She added that the prices were much lower than those in other 
suppliers within the area. 

RECOMMENDATION 

In compliance with the management's usual practice on procurement system, we suggest
that purchases of over P300.00 be supported by canvass sheets rega-LaUess of the terms of 
the purchase. This would also serve as an appropriate documentation that VICTO paid 
the most resonable price for all items bought using the USAID funds. 

* * *' 

"I
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VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
 
LOCAL RESOURCE MANAGEMENT PROJECT
 

LIST OF EXHIBITS 

Exhibit No. 

Comparison of training/seminars to be conducted vs. training/seminars conducted ....... I
 

I-A
 

Compaiison of Cummulative Advances vs. Actual Expenses ................................ I1
 

Salaries paid not supported by daily time records .............................................. III
 

Partial liquidation of cash advances and cdn advances granted even if the
 

List of training/seminars conducted .............................................................. 


Comparison of budget vs. actual expenses ..................................................... IV
 

Listing of projects with corresponding budget ................................................. V
 

Status of CBO's under the Community Project Fund ........................................ VI
 

staff have outsanding cash advances .................. ............ V1
 

List of personnel files not properly maintained .............................................. VIII
 

Purchases over P300.00 without canvass sleet ............................................. IX
 



Exhibitl 

VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC. 
LOCAL RESOURCE MANAGEMENT PROJECT 

COMPARISON OF TRAINING/SEMINARS TO BE CONDUCTED VS. 
TRATNINGS/SEMTNARS CONDUCTED 

Tmining/Seminars Title 

PRE-ORGANIZATION STAGE 

I First Consultation-Meeting with 
Beneficiaries
 

2 Basic Organization Chart 


ORGANIZATIONAL BUILDING STAGE 

3 Formulation of CBO Constitution 
and By-Laws

4 Leadership Seminar 
5 Community Information and 

Planning Services 
6 
7 Officers Training 
8 Organization Development Plan-.Frmulatioi 

9 Bookkeeping Seminar 

PROJECT DEVELOPMENT/ 
CPF IMPLEMENTATION 

10 Credit Awareness Seminar 
11 Audit and Inventory Comnnittee Seminar 
12 Loan Processing Seminar 
13 Business Development Formulation 
14 Management Competence Building 

(Basic Management Seminar)

15 Store Management 

16 Fund Mainagement 


12 CBO x 16 seminars = 192 -

Partcipants 

General Membership 

-do-

- do 

-do -
Officers 

General Membership 

Officers 


Officers 

General Membership 

Officers 


-do-

General Membership 


Officers 


No. of No. of Training
Trainings Still to be 

Conducted Conducted 

I11 

6 6 

12 

1 11 
12 

4 
8 
12 
12 

12 

2 10 
- 12 
- 12 
- 12 
. 12 

1 11
 
1 11
 

16 176 

#. ' 
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Exhibit 1-A 

VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC
 
LIST OF TRAINING/SEMINARS CONDUCTED
 

Number of
 
CBO/Venue TrMAing/Seminar Tde Eft Pab dnts Trainor
 
Suba Basic Organization Seminar Feb. 17-18, 1990 88 Hugo Lamorin 


-" Leadership Training Seminars Mar. 10-11, 1990 --
-


If Basic '7operative Seminar Mar. 16-18, 1990 --

Calampisawan Basic Organization Seminar Feb. 21-22, 1990 78 Hugo Lamorin
Upat-On Halfday Consultation Meeting Jan. 13,1990 60 Hugo Lamorin 

Basic Organization Seminar Jan. 21-22, 1990 40 -do-

San Benito Basic Organization Seminar Feb. 23-25, 1990 37 Hugo Lamorin
 
San Isidro Basic Cooperative Seminar Mar. 23-25, 1990 43
 

- do - Basic Organization Seminar Feb 3-4, 1990 44 Hugo Lamorin

Macasilao Basic Organization Seminar Feb. 20-21, 1990 40 Hugo Lamorin
 

Total no. of trainings/seminars conducted
 
in 1990 l0
 

Januay 1.1991 

Brgy. Lumbia
 
Primary School
 
Cauayan Credit Management I Jan 28-29 28 Samson Soriano
 

Araca Eler. 
School 	 -do- Jan 30-31 29 - do -

Calatrava, 
Negros
Occidental Store Management I 	 43Feb. 7-9 	 Fe Catadman 

Emerson Hontoria 
Hugo Lamorin 
Olive Dequinto 

-do- Coop Management I Mar. 11-13 23 	 Fe Catadman
 
Emerson Hontoria
 
Hugo Lamorin
 

Cauayan, 	 Olive Dequinto 

Negros
Occidental - do - April 14-16 13 Samson Soriano 

Olive Dequinto 
Bulata-Brgy. Hugo Lamorin 

Cauayan, Negros
Occidental Funds Management T April 18-19 •30 Fe Catadman 

Olive Dequinto 
Samson Soriano

Total no. of training conducted 

Grand Total 16 

-',.
 



Exchibit II 
VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.


TECHNICAL ASSISTANCE AND COMMUNITY PROJECT FUND OF THE
 
LOCAL RESOURCE MANAGEMENT PROjECT
 

AID PROJECT NO. 492-0358
COMPARISON OF CUMMULATIVE ADVANCES VS. ACTUAL EXPENDITURES
 
FOR THE PERIOD NOVEMBER 6, 1989 TO MAY 31, 1991
 

Cummulaive Advances 	 Excess (under) of Actual Expenditures
Budget Line Items Philippine Peso 	 Actual ExpendiDora Over Qmmmlative AdvancesUS Dollar P US Dollar Philippine Peso US Dollar 

A. 	PERSONNEL SERVICES 

Salaries and wages 546,398.28 21,729.90 613,848.05 24,412.33Employee benefits 	 67,449.77 2,682.4352,168.17 2,074.69 54,710.54 2,175.80Acident and health msumnce 	 2,542-37 101.1114,534.08 578.01 6,181.86 245.85Honorarium 	 (8,352.22) (332.16)0.00 0.00 9,000.00 357.92 9,000.00 357.92 

613,100.53 24,382.60 683,740.45 27,191.90 70,639.92 2,809.30 
B. 	 MAINTENANCE AND OTHER
 

OPERATING EXPENSES
 

Travel and per diems 120,042.10 4,773.99 196,727.44Rent 	 7,823.72 76,685.34 3,049.7361,800.00 2,457.75 54,000.00 2,147.54Office supplies 	 (7,800.00) (310.21)11,049.80 439.44 11,885.60 472.68Lightndwater 	 835.80 33.2417,058.20 678.39 18,247.00 725.67 1,188.80Communications 	 47.286,530.20 259.70 5,604.00 222.87Repairs andmainenance 	 (926.20) (36.83)26,736.85 1,063.31 42,355.00Gasolin- and oil 	 1,684.43 15,618.15 621.129,683.22 385.10 5,869.00 233.41 (3,814.22) (151.69) 

252,900.37 10,057.68 334,688.04 13,310.32 81,787.67 3,252.64 

C. 	OTHER RELEVANT 
EXPENSES (Board, lodging, supplie 
and ijetrials for LGU and CBOTrainings) 163,185.45 6,489.78 85,990.60 3,419.79 (77,194.85) (3,069.99) 

D. 	 CONTINGENCIES (3,928.50) (156.24) 320.00 12.73 4,248.50 168.97 
E. 	 ADMINISTRATIVE SUPPORT . 0.00 0.00 38,500.00 1,531.12 38,500.00 1,531.12 

TOTAL 1,025,257.85 40,773.82 1,143,239.09 45,465.86 117,981.24 4,692.04 
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Exhibit lIT 

VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
 
LOCALRESOURCE MANAGFMENT PROJECT
 

SCHEDULE OF SALARIES PAD NOT SUPPORTED
 
BY DAILY TIME RECORDS 

Date Particulars 

02-27-90 S4laries and wages for Feb. 16-28, 1990 
04-10-90 Salaries andwages for April 1-16, 1990 
07-10-90 Salaries for July 10to 15, 1990 
07-24-90 VICO-Cebu/Payments for JE Pacturan salary
07-30-90 Salaries for July 16-31, 1990 
08-15-90 Salaries andwages for Aug. 1-15, 1990 
08-31-90 Salaries andwages for Aug. 16-31, 1990 
10-30-90 Salaries andwages for Oct. 16-31, 1990 
12-20-90 Salaries andwages for Dec. 16-31, 1990 
12-20-90 Salaries andwages for Dl. 1-15, 1990 
01-16-91 Salaries andwages for Jan. 1-15, 1991 
01-29-91 Salaries andwages for Jan. 16-31, 1991 
12-06-90 Salaries and wages for Nov. 1990 
02-13-91 Salaries andwages for Feb. 1-15, 1991 
02-28-91 Salaries and wages for Feb. 16-28, 1991 
03-11-91 Salaries andwages for Mar. 1-15, 1991 
03-26-91 Salaries andwages for Mar. 16-31, 1991 
04-15-91 Salaries andwages for April 1-15, 1991 
04-30-91 Salaries and wages for April .16-17, 1991 
05-07-91 Salaries andwages for May 1-15, 1991 

CV# Amount 

011090 P 8,733.99 
490014 6,980.12 
790013 10,176.52 
790023 14,821.92 
790028 11,629.29 
890016 10,100.73 
890024 10,535.83 
109028 10,813.83 

1290024 11,584.08 
129005 12,173.78 
019119 14,152.83 
019133 16,125.78 

1290001 6,851.00 
029127 16,060.62 
029136 15,990.79 
039121 15,171.91
039129 14,658.60 
049120 14,155.61 
049133 12,571.84 
059115 14,001.47 

P 247,290.54 
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Exhibit IV 

VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC. 
LOCAL RESOURCE MANAGEMENT PROJECT 

COMPARISON OF BUDGET VS. ACTUAL LXPENSES 
FOR THE PFRIOD NOVEMBER 6,1989 TO MAY 31, 1991 

A. 

Budget Line Items 

PERSONNET. SFAVICF.S 

Salaes andwages 
Emnployee benefit3 
Accident and health insua 
Honorarium 

P 

(a) 
Amnded Budet 

For the period 
Nov. 6, 1989 
Aug. 6. 1991 

627,713.38 
58,788.85 
10,726.07 
27,000.00 

724,228.30 

(b) (c) 

Budget for the remaining 
Period of the Contract 

June 1991 July-Au. 6, 1991 

P 8,704.00 P 23,973.42 P 
1,017.28 1,017.28 

0.00 0.00 
9,000.00 91000.00 

11721.28 33,990.70 

(4) 

Total 
b+c 

32,677.42 
2,034.56 

0.00 
18,000.00 

52,711.98 

P 

(e) 

Amended Budget 
As of May 1991 

a-d 
Peso US Dollar 

595,035.96 $ 23,644.19 
56,754.29 2,257.08 
10,726.07 .426.57 
9,000.00 357.92 

671,516.32 26,685.76 

P 

() 
Actual 

Expenses 
Nov. 1989 

toMay 1991 
Peso US Dollar 

613,848.05 S 24,412.33 
54,710.54 2,175.80 
6,181.86 245.85 
9,000.00 357.92 

683,740.45 27,191.90 

P 
( 
( 

Diftem 
Over (Uler) 

e-f 
Peso US Dollar 

18,812.09 $ 768.14 
2,043.75) ( 81.28) 
4,544.21) ( 180.72) 

0.00 0.00 

12,224.13 506.14 

A MATNTFMANCF. AND OTHER OPFRATING EXPEN.SE. 

Travel and per dlenm 194,898.84 
Rent 54,000.00 
Office supplies 11,026.80 
light and water 18,169.82 
CommunicatioUS 5,443.35 
Repairs aid maintenance 34,297.12 
Gasoline and ol1 5,967.47 

P 323,803.40 P 

1,100.00 
0.00 

250.00 
500.00 
200.00 
830.00 
250.00 

9130.00 P 

7,100.00 
0.00 

250.00 
355.39 
200.00 
830.00 
250.00 

81985.39 P 

14,200.00 
0.00 

500.00 
855.39 
400.00 

1,660.00 
500.00 

18,115.39 P 

180,698.84 
54,000.00 
10,526.90 
17,314.43 
5,043.35 

32,637.12 
5,467.47 

305,688.01 

7,186.27 
2,147.54 

418.64 
688.58 
200.56 

1,297.95 
217.47 

$ 12,157.01 P 

196,727.44 
54,000.00 
11,85.60 
18,247.00 
5,604.00 

42,355.00 
5,869.00 

334,688.04 

7,823.72 
2,147.54 

472.68 
757.67 
222.87 

1,684.43 
233.41 

$ 13,342.32 P 

16,028.60 
0.00 

1,358.80 
932.57 
560.65 

9,717.88 
401.53 

29,000.03 

637.45 
0.00 

54.04 
69.09 
22.31 

386.48 
15.94 

1,185.31 



Budt Lire Items 

C- OTHER RELEVANT EXPENSES 


CBO General Membership 
Training 

Board andlodging) 
Supplies and materials 

CBO Oflimrs Tamining 

Board and lodging 
Supplies and materials 

LGU Training 

Board andlodging 
Supplies and materials 

D. CONTINGENCIES 

(1% ofA, B, & C) 

E. ADMINISTRATIVE SUPPORT 

G R A-N D T 0 T A L 

Amende DAWFor the period 

Nov. 6, 1989 
Aug.6, 1991 

) 

)P 269230.30 P 

) 

) 
) 
) 
) 
) 
) 

33,313.00 

14,000.00 

P 1,364,575.00 P 

Budget forForthe remaining he 

Period ofthe Contract 

June 1991 July-Aug. 6,1991 


52230.00 P 8,000.00 1 

15,813.00 0.00 

3,500.00 3,500.00 

99394.28 .P 54,476.09 P 

Total 
b+c 

60,230P00 


15.813.00 

7,000.00 

153870.37 

priodActaldAmeded Budget 

As of May 1991 
a-d 

Peso US Dollar 

P 209,000.30 $ 8,311.80 

17,500.00 695.96 

7,000.00 278.38 

P 1,210704.63 $ 48128.91 

( 
Expenses 

Nov. 1989 
toMay 1991 

Peso US Dollar 

P 85,990.60 $ 3419.79 

32D.00 12.73 

38,5W.00 1,531.12 


P 114323909 45497.86 

Dierence
 

Over (Unde) 
e-f 

Peso US Dollar 

123&009.70) ( 4,892.01) 

(17,180.00) 6&3.23) 

31.W.00 1,252.74
 

(P 67,465.54) S 2631.05) 
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Exhii V 

VISAYAS COOPERATIVE DEVELOPMENT CENTER, TNC.
 
LOCAL RESOURCE MANAGEMENT PROJECT
 

LISTING OF PROJECTS WITH CORRESPONDTNG BUDGET
 

CALATRAVA PILOT BARANGAYS 

Date Needed
Barangay Name of Project Budget by CBO's 

I. 	 SUBA Individual Credit and P 83,333.33 Nov. 19, 1990 
Consumers Store

2. CALAMPISAWAN Collective Fish Shelter 83,333.33 Dec. 1990 
3. LIPAT-ON Individual Credit Fishing 83,333.33 Dec. 1990 
4. SAN BENITO Poultry 	 83,333.33 Dec. 1990
5. 	 SAN ISIDRO Individual Credit and 

Consumers Store 83,333.34 Nov. 30, 1990
6. MACASILAO Consumers Coop 	 83.333.34 Dec. 1990 

Sub-total 	 P 500,000.00 

CAUAYAN PILOT BARANGAYS: 

1. BULATA Fishing 	 P 83,333.33 Nov. 30, 1990
2. ELIHAN Fishing 	 83,333.33 Nov. 30, 1990
3. BACLAO Marketing 	 83,333.33 Jan. 1991 
4. ABACA Marketing 	 83,333.33 Feb. 1991
5. TAMBAD Marketing 	 83,333.34 Feb. 1991 
6. LUMDIA IndividualLending 83,333,34 Feb. 1991 

Sub-total 	 P 500000.00 

Grand Total 	 P1,000,000.00 
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Exhibit VI 
VISAYAS C'PERATIVE DEVELOPMENT CENTER, INC. 

LOCAL RESOURCE MANAGEMENT PROJECT
STATUS OF CBO's UNDER THE COMMUNrrY PROJECT FUND 

Per Cash Advao: Rcques Date October 30, 1990 
Name ofProject BudwA Date Needd Statusas of May31, 1991 Documents Submitted to VICTO list of Seminars Given Date 

Calatrava Pilot Baranpy 

BARANGAY 

1) Subs(PK BS) Indivldual credit andconsumers store 83,333.33 Nov. 19,1990 for revision; maybejust one 

project;.target release- July
1991 

- FS from March 1990 to April 

30, 1991 
- Articlet & f3y-Laws' 

- Basic Organi7ation Seminar 

Basic Cooperative Seminar 
- Temdernhip Building Seminar 

Feb. 17-18, 1990 

Mar. 16-18, 1990 
Mar. 10-11, 1990 

- Registration with Bureau of 
Rural Workers; 

- Duly approved pr-ject projected 
individual lending program; 

- Board resolution signifying 
interest to become member of 

2) Caampuawan 

(CAM-SA) 

Rice Trading 83,333.33 Dec. 1, 1990 for fnallation; target- July 1991 
VICTO orgazization 

- Project proposal (I year) n date, 
approved by Rikamd Cordom -

Basic Organization Seminar Feb. 21-22,1990 

Chairman VCF and Mrs. Juilaa 
Teea - S~extary and Perfecto 
Narzona without review and pre
approval by the In-houe credit 
committee. 

- Cash flow statement 

3) TjipaI-On 
(LIKOM) 

Individual credi rishing 83,333.33 Dec. 1990 Approved loan or P93,333.33 and 
released; P2W,000 May 15, 1991; 

minor revision in the project 
docment 

- FS for the period Feb. 28 - April 30, 
1991 

- Project proposal - (Panalo Ralo) 
approved cmpletely but no date of 

approval was indicate 
- Projected income statement 

-. Halfday rnsultation meeting 
- Basic organization aemlinar 

Jan. 13, 1990 
Jan. 21-22, 1990 

4) San Benito 

(SABMUSO) 

Poultry 83,333.33 Dec. 1990 for finalization; target- July 1991 
- Proected cash flows 
- FS April 30, 1991 - Hasicorganiatci seminar Feb. 23-25, 1990 

5) San Idro 
(SIMS-A) 

Idvidual Creditand 
Coninmers Store 

83,333.33 Nov. 1990 for fiAaization; target- July 1991 - F/S as of March 31, 1991 
- Prrject Proponal - Credit Cooperative 

- Basicorganizationsenir 
- Basic cooperative seminar 

Feb. 34,1990 
Mar. 23-25, 1990 

(o yet approved) 
- Cash Flow - Raw DataVode of 

6) Macasilao 

(MAFA) 

Comumers Cooperative 83,333.33 Dec. 1990 corn mill; for finalization 
Payment 

- ES as ofApril 30, 1991 - Basic organization seminar Feb. 20-21,1990 



Exhibit VI 
VISAYAS COOPERATIVE DEVELOPMEM CENTER INC. 

LOCAL RESOURCE MANAGEMENT PROJECT 
STATUS OF CBO's UNDER THE COMMUNITY PROJECT FUND 

Per.Cash vanm Request Date October 30, 1990 

Name of Prolect J DstNeedd Status as ofMay 31, 1991 Documents Submitted to VICTO lit of Seminars Given Date 
7) Bulata 

(ASOTI 
Fling/Pamalo Balo 
Fishing 

83,333.33 Nov. 30, 1990 approved, for Meeae - Project implementation plan 
- Project proposal approved - complete 

(loan of 83,333.33) 
- Finandal Budgt 
- Projected production 
- Prjeted Income Statement 
- Pected Cah Flow Statement 
- Action of credit committee not filed 
- F/S as of March 31, 1991 

8) Ellhin 
(AMME) 

Fishing 83,333.33 Nov. 30, 1990 semi-kubkoban 
- Certificate of registration with ie 

Department ofLabor, February 21, 
1991 

- FS as ofDecember 31, 1990 
- Application ofregistration with 

Department of Labor and 

9) Bedad 
B-D) 

Marketing 83,333.33 Jan., 1991 peac and order situation is 
worsening; individual lending 

Employment (no date) 
- Constitution and By-Laws 
- FS ;of December 31, 1990 
- Board Resolution to apply for 

me 

PPD for finalization affiiation with VICTO. 2-5-91 
10) Aba 

(AMBA) 
Marketing 83,333.33 Feb. 1991 individual lending and consumers 

for finalization 
- Board Resolution to apply for 

affliation with VICrO dated 2-6-91 
- Certification from the department of 

labor and employment as duly 
registered with DOLE under RE& 
No. BDO-093 with OR# 6662671 
dated 2-1-91 

- FS as of 1-31-91 
- Constitution and by laws 
- Organizational structure 

11) Tambad 

(AMABATA) 
Marketing 83,333.34 Feb. 1991 Individual lending and corumers 

- List of members 

- Certification from DOLE under REg. 
No. BDO-094 with OR#6662669 

noe 

dated 2-1-91 
- Constitution and by laws • 
- List ofmembers and organizationl

chart 

- F/S as of 2-28-91 
- Board resolution to apply with 

VICfO dated 2-691 



VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC. 
. LOCAL RESOURCE MANAGEMENT PROJECT 

STATUS OF CBO's UNDER THE COMMUNITY PROJECT FUND 

Exlbbit VI 

Per Cash Advance Peqies Date October 30, 1990 

12) L2umda 
(BLUSFA) 

Name ofProject 

InividmlI eming 

Budget 

83,333.34 

Doze Neefrd 

Feb. 1991 

Status as of May 31, 1991 

Individual lending and -nmm-
for finalization 

Documents Submitted to VICTO 

- Projected income statement-(on
worlmheet) 

list of Seminars Given 

noe 

Dale 

- Loan repayment wbedde 
- Certificate from DOLE Reg. No. 

BDO-091 with OR#6662668 dated 
2-1-91 

- Constitution and by-laws4ist of 
members 

- FS as of 12-31-90 



VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC. Exhibit VII 
LOCAL RESOURCE MANAGEMENT PROTECT
 

SCHEDULE OF PARTIAL LIQUIDATION OF CASH ADVANCES
 
AND CASH ADVANCES GRANTED EVEN IF THE REQUESTING
 

STAFF HAVE OUTSTANDING CASH ADVANCES
 

Date LIQUIDATION Unhqdatedof Grant Payee CV# Amount Date JV# Amount Excess Cash 

02-13-91 Samson Soriano 10293 500.00 . 500.0002-23-90 Samson Soriano 10690 500.00 (2) - - 500.0003-02-90 Samson Soriano 390001 1,100.00 (2) n,3-30-90 903004 810.50 289.50 (1)03-02-90 Samson Soriano 390002 2,000.00 (2) 03-30-90 903010 1,500.00 500.00 (1)03-05-90 Alberto Casas 390003 2,300.00 03-30-90 903003 2,235.06 64.94 (1)03-05-90 Alberto Casas 390009 4,000.00 (2) 04-30-90 900503 434.60 2,033.85 (1)
Alberto Casas 04-30-90 504 496.00
Alberto Casas 04-30-90 505 499.50 
Alberto Casas 04-30-90 506 536.0503-05-90 Julio Labayen 3,750.00390005 03-30-90 903007 3,750.00 0.0003-05-90 Julio Lalbyen 390006 3,750.00 (2) 05-30-90 900611 3,500.00 250.00 (1)03-05-90 Julio Labayen 390008 1,600.00 (2) 03-30-90 390008 1,600.00 0.00

P1-07-91 Carmen Bangbor, 2,900.0019101 01-31-91 19101 1,788.20 1,111.80 (1)01-09-91 CarmenBaugbog 19111 2,000.00 (2) 01-28-91 910208 531.50 1,468.50 (1)01-15-91 CannenBaugbog 19117 3,909.50 (2) 01-28-91 910209 1,140.50 2,769.00 (1)02-09-91 CannenBaugbog 29123 8,654.50 (2) 03-31-91 910314 4,027.40 4,627.10 (1) 

(1) Cash advances which are partially liquidated. 
(2) Cash advances granted even if the staffmember has unliquidated cash advances. 

Note: Outstanding Cash Advances - Programs as of May 31, 1991 

Carmen Baugbog 237.06
 
Jerry Alson 223.35
 
Alberto Casas 851.90
 
Hugo Lamorin 1,059.63
 
Rudy Mapa 1,598.22
 
Samson Soriano 125.54
 
Emerson Hontaia 753.55
 
Calito Jusa (17.50)
 
Fe Catadman 1,075.80 
Jimmy Tambasen 52.24 
Elsie Abay (65.00)
Julio Labayen 94.75
 
Jerry Pacturan 299.97
 
Oliva Dequinto (229.62)
 

Per SL 6,059.89 
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Exbit VIII 

VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC. 
LOCAL RESOURCE MANAGEMENT PROJECT
 

SCHEDULE OF REPORTS NOT SUBMITED PROMPTLY
 

Salary rate 
pe 	 month

1. 	 Personnel file not updated 


Ma. Ester Francsco
 

2. 	 Amount of salaries per contract were written inpel 

Elsie Abay 4,005 

Alberto Casas 4,416 

Fel Angelie Tagle 4,637 

Julio Labayen 5,367 

Samson Sorlano 4,005 

3. 	 No state salaries in the contract 

Carlito Jusa 

Jose Ricardo Arro 

4. 	 No employment cont-act 

Fe Catadman 

5. 	 No personnel file available for review. 

Jerry Pactoran 

Carmen Baugbog 



Exhibit IX 

VISAYAS COOPERATIVE DEVELOPMENT CENTER, INC.
LOCAL RESOURCE MANAGEMENT PROJECTSCHEDULE OF PURCHASES OVER P300.00 WITHOUT CANVASS SHEET 

SParticulars CV#unt 

06-20-90 

07-16-90 

Gold Aces Marketing 

-" 

Training supplies 

Training supplies on acct. 

690019 

790015 

1,459.35 

2,139.00 

05-07-90 

11-20-90 

Bacolod Safety Marketing 

Gold Aces Marketing 

Purchase of various parts of 
motorcycle 

Training supplies 

590002 

190015 

1,460.00 

998.55 
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