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The Fund Accountability Statement of PCPD presents fairly the receipts and 
expenditures under the grant with USAID/Philippines, except that $28,159 in 
questioned costs were identified, and PCPD did not report project
counterpart contributions to USAID. Except for the above material instances 
of noncompliance, PCPD complied, in all material respects, with applicable
laws, regulations, and agreement terms. Also, certain material internal 
control weaknesses were noted. 

FINANCIAL INFORMATION CONTAINED IN TiUS 
REPORT MAY BE PRIVILEGED. THE 
RESTRICTIONS OF 18 USC 1905 SIIOULD BE 
CONSIDERED BEFORE ANY INFORMATION IS 
RELEASED TO TlEE PUBLIC. 



USAID 

U.S. AGENCY FOR 

INTERNATIONAL 

DEVELOPMENT 

July 28, 1992 

TO: Richard A. Johnson, Acting Mission Director
 
SU AID/Philippines
 

FROM: mes B. Durnil RIG/A/Singaore 

SUBJECT: 	 Ai Jit of Philippine Center for Population and Development, Inc. - Philippines 
Audit Report No. 5-492-92-21-N 

The accounting firm of Punongbayan & Araullo, the Ernst & Young International affiliate in the 
Philippines, performed a financial audit of USAID/Philippines' Grant No. 492-0396-G-SS-0140 
with the Philippine Center for Population and Development, Inc. (PCPD), formerly known as 
the Population Center Foundation, Inc., under the Family Planning Assistance Project in the 
Philippines. Five copies of the audit report are enclosed for your action. 

In September 1990, USAID awarded a $1.6 million grant to the PCPD for the Expansion of the 
Company-Based Responsible Parenthood Program in five regions, namely, Metropolitan Manila, 
Central and Southern Luzon, and Central and Southern Mindanao. PCPD was to expand and 
strengthen the provision of family planning services to industrial workers and to contribute 35 
percent of the total project costs. The grant objectives were to: (a) increase the acceptance and 
prevalence of family planning practices among industrial workers of child-bearing age; (b)
respond to the family planning and maternal and child health needs of employees in participating 
companies through information dissemination, technical assistance, and referral services; (c)
demonstrate the benefits of a company-based responsible parenthood program; and (d)
institutionalize responsible parenthood/family planning services in 120 companies located in the 
five regions. The period covered by the audit was September 1, 1990 through September 30,
1991, during which PCPD reported that a total of $408,467 was received from USAID and 
$201,077 was expended under the grant. 

The audit objectives were to: (1) determine whether the Fund Accountability Statement of PCPD 
presents fairly the receipts and expenditures under the grant with USAID/Philippines and 
whether the expenditures were allocable, allowable, and reasonable; (2) report on PCPD's 
system of internal controls; and (3) report on PCPD's compliance with applicable laws, 
regulations, and grant agreement terms. 
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The auditors reported that the Fund Accountability Statement of PCPD presents fairly the
receipts and expenditures under the grant with USAID/Philippines, except that $28,159 in
questioned costs ($5,162 unsupported), arising from noncompliance with the terms of the grant
agreement, were identified. In addition, PCPD did not report project counterpart contributions 
to USAID. Except for the above material instances of noncompliance, PCPD complied, in all
material respects, with applicable laws, regulations, and agreement terms. Also, certain material 
internal control weaknesses were noted. 

The management of PCPD agreed on some of the auditors' findings and recommendations and
disagreed on others. In response to the questioned costs identified, management officials
indicated that $10,020 in costs (set out on pages 18, 21 and 27 of this report) have been
corrected subsequent to the audit period covered. PCPD's comments are summarized under each 
finding in the report. 

We are making the following recommendations to be included in the Inspector General's 
recommendation follow-up system. 

Recommendation No. 1: We recommend that USAID/Philippines resolve the
$28,159 in questioned costs ($5,162 unsupported) with the Philippine Center 
for Population and Development, Inc., and recover any amounts determined 
to be 	unallowable. 

Recommendation No. 2: We recommend that USAID/Philippines verify that 
the Philippine Center for Population and Development, Inc. establishes and
implements adequate internal control procedures to: 

(a) periodically report counterpart contributions to USAID/Philippines; 

(b) 	 separately account for the payment of taxes; 

(c) 	 support gasoline expenaitures with travel reports indicating the 
purpose of the trips, the names of the travellers, and the 
distances travelled; 

(d) 	 perform periodic reconciliations of control accounts with subsidiary 
account balances; and 

(e) 	 document utilization of grant-funded expendable property. 

We appreciate the courtesies and cooperation USAID/Philippines and PCPD extended to the 
auditors and our staff during the course of this audit. 

Please advise me within 30 days of any actions planned or taken to close the above 
recommendations. 
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E PUNONGBAYAN &ARAULLO • 6th Floor, Vernida IV FlIdg. R Telephone: 810-9741 
ERNST & YOUNG INTERNATIONAL Alfaro St., Salcedo Village 812-6091

1200 Makati, Metro Manila Telex: 22078 PNA PH 
Philippines Fax: 1631 (2)810-9748 

June 22, 1992 

Mr. James B. Durnil
 
Regional Inspector General for Audit/Singapore
 
United States Agency for International Development
 
17-03 Peninsula Plaza
 
111 North Bridge Road
 
Singapore 0617
 

Dear Mr. Durnil: 

This report presents the results of the financial audit of the grant to Philippine Center for Population
and Development, Inc. under the Family Planning Assistance Project No. 492-0396. 

BACKGROUND
 

On October 23, 1990, the United States Agency for International Development (U.S.AID) entered into 
a grant agreement with the Philippine Center for Population and Development, Inc. formerly
Population Center Foundation, Inc., (PCPD or Grantee), to provide financial assistance amounting 
to P45,607,170 (US$ 1,626,087), as amended, for the implementation of an Expansion of the 
Company-based Responsible Parenthood Program (RPP) in the National Capital Region, Regions 
Ill, IV, X and XI. 

The primary goals of the RPP are to increase the acceptance and prevalence of family planning
practice among workers of child-bearing age and to develop the institutional capability of participating
companies (at least 120 companies in five regions) in responding to the family planning and maternal 
and child health (FP/MCH) related need of employees through provision of information, technical 
assistance and referral services on FP/MCH. The grant period is from September 1, 1990 to 
December 31, 1994. 

PCPD is a private non-stock, non-profit organization established in 1971 to mold the private sector 
Into a more effective force in the solution of the Philippines' critical population problem. Its main 
office is located in Makati, off the Villamor Interchange. 

OBJECTIVES AND SCOPE OF WORK 

The objectives of the financial audit were to: 

o determine whether the Statement of Fund Accountability of PCPD presents fairly the 
receipts and expenditures of the grant agreement with U.S.AID and whether the 
expenditures were allocable, allowable and reasonable; 

o report on PCPD's system of Internal controls; and 

o report on PCPD's compliance with the grant agreement, applicable laws and regulations. 
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The 	scope of our audit covered the RPP's expenditures of P5,640,207 (US$201,077) from 

September 1, 1990 to September 30, 1991. 

Our work consisted of the following: 

o Review of the grant agreement, pertinent documents and other applicable laws and 
regulations related to the RPP. 

o 	 Evaluation of the adequacy of PCPD's Internal controls and procedures relevant to the 
RPP. 

o Review of the RPP's expenditures from September 1, 1990 to September 30, 1991. 

In determining compliance with the terms of the grant agreement, laws and regulations, we have 
designed audit procedures to provide reasonable assurance of detecting errors, irregularities and 
illegal acts that could have a direct and material effect on the Statement of Fund Accountability. 

RESULTS OF EXAMINATION 

Opinion on the Statement ofFundAccountability 

Except for certain expenses totalling P789,856.22 (US$28,158.87) which were not allocable, 
allowable and/or reasonable under the grant agreement and applicable laws and regulations, the 
Statement of Fund Accountability of the RPP presents fairly the cash receipts and disbursements 
of the RPP for the period September 1, 1990 to September 30, 1991 on the cash basis which does 
not Include transactions that would be included if the RPP had prepared a Statement of Fund 
Accountability on the accrual basis as contemplated by generally accepted accounting principles. 

Review ofInternal Controls 

A separate accounting system for transactions of RPP is maintained. Our study of the internal 
control system of RPP disclosed the following reportable conditions which we consider material 
weaknesses in the internal accounting control: 

Detailed Discussion 
Conditions on Page/s 

1. 	 Certain expenses amounting to P144,789.17
 
(US$5,161.83) are inadequately supported
 
by documents. 
 17 

2. 	 Counterpart contributions are not reported
 
to U.S.AID. 
 35 
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Detailed Discussion 
Conditions on Page/s 

3. 	 Totals of subsidiary ledgers do not agree
 
with the general ledger balances. 
 36 

4. 	 Inadequate records on issuance of t-shirts
 
and bags. 38
 

Compliance Review 

Inconnection with our objective of obtaining reasonable assurance about whether the Statement of 
Fund Accountability isfree of material misstatement, we performed tests of PCPD's compliance with 
certain provisions of laws, regulations and agreement terms. Except for the instances listed below,
for the items tested, PCPD complied Inall material respects with those provisions and for the items 
not tested, nothing came to our attention that caused us to believe that PCPD did not comply, Inall 
material respects, with those provisions. 

Detailed Discussion 
Nature of Exceptions 	 on Page/s 

1. 	 There were expenditures totalling P789,856.22
 
(US$28,158.87) which did not meet all the criteria
 
for reimbursable costs and were not allocable,
 
allowable and/or reasonable under the grant
 
agreement and applicable laws and regulations. 17 to 34
 

Details of item 1 amounting to P789,856.22 (US$28,157.87) are as follows: 

Amount Detailed Discussion 
Nature of Exceptions In Pesos In Dollar on Page/s 

Inadequately supporld
 
expenditures/disbursements
 

o 	 Personnel costs P 6,400.49 US$ 228.18 17 to 19 
o 	 Equipment and supplies 62,388.68 2,224.20 19 
o 	 Travel, per diem and
 

transportation allowance 76,000.00 2,709.45 
 21 
144,789.17 5,161.83 
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Amount Detailed Discussion 
Nature of Exceptions In Pesos In Dollar on Page/s 

Costs not in accordance with
 
the grant agreement and
 
applicable laws and regulations
 

o 	 Unallowable fringe benefits 9,431.11 336.22 24 

o 	 Unapproved changes in 
rates of distributive costs 57,378.72 2,045.59 25 

o 	 Undelivered equipment 
included In QELR 212,490.00 7,575.40 26 

o 	 STP production cost billed 
although not yet incurred 166,815.57 5,947.08 28 

o 	 Insufficient documentation 
of travel expenses 34,611.57 1,233.92 31 

o 	 Inclusion of payment of 
taxes in reimbursement 164,340.08 5,858.83 32 

645,067.05 22,997.04 

P 739,856.22 US$ 28,158.87 

2. Counterpart contributions are not reported to U.S.AID. 	 35 

MANAGEMENT COMMENTS 

The management of PCPD agreed to some of our observations and corrective measures on these 
observations were implemented after September 30, 1991, cut-off date of audit. On some 
observations, management disagreed. Please refer to the text of PCPD's comments which are 
stated under the "management response" for each matter discussed in the Summary of Question 
Costs (pages 17-34) and Summary of Other Findings, Recommendations and Management 
Responses (pages 35-38). 

Very 	truly yours, 

E. T. DIAZ 
Partner 
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INDEPENDENT AUDITORS' REPORT 
ON THE FAIRNESS OF THE STATEMENT OF 

FUND ACCOUNTABILITY 

The Regional Inspector General for Audit, Singapore

United States Agency for International Development
 
111 North Bridge Road
 
#17-03 Peninsula Plaza
 
Singapore 0617
 

We have audited the accompanying Statement of Fund Accountability of the Philippine
Center for Population and Development, Inc. (PCPD), formerly Population Center 
Foundation, Inc., for the Expansion of the Company-based Responsible Parenthood 
Program to Five Regions (RPP) for the period September 1, 1990 to September 30,
1991. The Statement of Fund Accountability is the responsibility of PCPD. Our 
responsibility is to express an opinion on said statement based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards and 
the standards for financial audits contained in Government Auditing Standards Issued by
the Comptroller General of the United States. These standards require that we plan and
perform the audit to obtain reasonable assurance about whether the Statement of Fund 
Accountability is free from material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the Statement of Fund 
Accountability. An audit also includes assessing the accounting principles used and 
significant estimates made by the management, as well evaluating theas overall 
Statement of Fund Accountability presentation. We believe that our audit provides 
reasonable basis for our opinion. 

PCPD shall administer the RPP according to the guidelines agreed by PCPD and the
United States Agency for International Development (U.S.AID). These guidelines, among
others, established that PCPD request for advances from U.S.AID and liquidate the same
for costs incurred in carrying out the purposes of the RPP which are determined to be 
allocable, allowabla and/or reasonable, as specified In the provision of the grant
agreement, laws and regulations and binding policies and procedures. The costs under 
the RPP are personnel costs, training, information-education-communication, operating 
and other costs, research costs and local consultants. 

As stated in Note 3, the Statement of Fund Accountability is prepared on the basis of
cash receipts and disbursements, which Is a comprehensive basis of accounting other 
than generally accepted accounting principles. 

However, certain expenses totalling P789,856.22 (US$28,158.87), did not meet all the 
criteria and were unadjusted in the Statement of Fund Accountability as at September 
30, 1991. 

http:US$28,158.87
http:P789,856.22
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Inour opinion, except for the effects of the matters discussed In the fifth paragraph, the 
statement referred to above presents fairly, in all material respects, the recorded cash
receipts and disbursements of PCPD for RPP for the period September 1, 1990 to
September 30, 1991 Inaccordance with the cost principles discussed in Note 2 applied 
on the basis of accounting described InNote 3. 

PTR No. 66"91708 
January 17, 1992 
Makati, Metro Manila 

April 29, 1992 

-6
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INDEPENDENT AUDITORS' REPORT 
ON THE EVALUATION OF INTERNAL ACCOUNTING CONTROLS 

The Regional Inspector General for Audit, Singapore 
United States Agency for International Development 
111 North Bridge Road 
#17-03 Peninsula Plaza 
Singapore 0617 

We have audited the Statement of Fund Accountability of the Philippine Center for 
Population and Development, Inc. (PCPD), formerly Population Center Foundation, Inc. 
for the Expansion of the Company-based Responsible Parenthood Program to Five 
Regions (RPP) for the period September 1, 1990 to September 30, 1991 and have 
issued our report thereon dated April 29, 1992. We conducted our audit In accordance 
with generally accepted auditing standards and the standards for financial audits issued 
by the Comptroller General of the United States. 

We conducted our audit in accordance with generally accepted auditing standards and 
Government Auditing Standards issued by the Comptroller General of the United States. 
These standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the Statement of Fund Accountability is free of material 
misstatement. 

In planning and performing our audit of the RPP administered by PCPD, we considered 
its internal control structure in order to determine other auditing procedures for the 
purpose of expressing an opinion on the Statement of Fund Accountability and not to 
provide assurance on the internal control structure. 

The management of PCPD is responsible for establishing and maintaining the internal 
control structure. In fulfilling this responsibility, estimates and judgement by management 
are required to assess the expected benefits and related costs of internal control 
structure, policies and procedures. The objective of an internal control structure is to 
provide management with reasonable, but not absolute assurance that fund receipts and 
disbursements are in accordance with the terms of the grant agreement, laws and 
regulations and binding policies and procedures. Because of inherent limitations in any
Internal control structure, errors or irregularities may nevertheless occur and not be 
detected. Also, projection of any evaluation of the structure to the future periods is 
subject tu the risk that procedure, may become inadequate because of changes in 
conditions or that the degree of compliance with the procedures may deteriorate. 

-7
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For the purpose of this report, we have classified the significant internal control structure,
policies, and procedures in the following accounting applications: 

1. Cash receipts, and 
2. 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 the control risk. 

We noted certain matters Involving the internal control structure and its operation that 
we consider to be reportable conditions under the standards established by the AmericanInstitute of Certified Public Accountants. Reportable conditions involve 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 organization's
ability to record, process, summarize and report financial data consistent with the
assertions of management in the Statement of Fund Accountabiliy. 

Our study and evaluation of PCPD's Internal controls disclosed the following reportable
conditions: 

1. Certain expenses amounting to P144,789.17 (US$5,161.83) are Inadequately 
supported by documents (See pages 17 to 23) 

2. Counterpart contributions are not reported to U.S.AID. (See page 35) 

3. Totals of subsidiary ledgers do not agree with the general ledger balances. 
(See page 36) 

4. Inadequate records on issuance of t-shirts and bags. (See page 38) 

Our consideration of the internal control structure would not necessarily disclose allmatters in the internal control structure that might be considered material weaknesses
under the standards established by the American Institute of Certified Public Accountants.
A material weakness is a condition in which the design or operation cf the specific
Internal control structure elements does not reduce to a relatively low level the risks that errors or irregularities in accounts that would be material in relation to the financial
statement being audited may occur and not to be detected within a timely period byemployees in the normal course of performing their assigned functions. We believe that
the reportable conditions discussed above are material weaknesses. 

-8
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This report Is intended for the information of PCPD and U.S.AID. The restriction is not
intended to limit the distribution of this report which is a matter of public record. 

PTR No. 6691708 
January 17, 1992 
Makati, Metro Manila 

April 29, 1992 
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INDEPENDENT AUDITORS' REPORT
 
ON COMPLIANCE WITH GRANT AGREEMENT
 
AND APPLICABLE LAWS AND REGULATIONS
 

The Regional Inspector General for Audit, Singapore

United States Agency for International Development
 
111 North Bridge Road
 
#17-03 Peninsula Plaza
 
Singapore 0617
 

We have audited the Statement of Fund Accountability of the Philippine Center for
Population and Development, Inc. (PCPD), formerly Population Center Foundation, Inc.
for the Expansion of the Company-based Responsible Parenthood Program to Five
Regions (RPP) for the period September 1, 1990 to September 30, 1991 and have 
Issued our report thereon dated April 29, 1992. We conducted our audit in accordance 
with generally accepted auditing standards and the standards for the financial audits
contained in Government Auditing Standards Issued by the Comptroller General of the 
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the Statement of Fund Accountability is free of 
material misstatement. 

Compliance with grant agreement, laws and regulations and binding policies and
procedures enumerated In the attached list of Agreement and Laws and Regulations
applicable to PCPD is the responsibility of PCPD's management. As part of obtaining
reasonable assurance about whether the Statement of Fund Accountability is free of
material misstatement, we performed tests of PCPD's compliance with certain provisions
of laws, regulations, grant agreement and binding policies and procedures. However, 
our objective was not to provide an opinion on compliance with such provisions. 

Material instances of noncompliance are failure to follow requirements or violations of 
agreements, laws and regulations or binding policies and procedures that caused us to
conclude that the aggregation of misstatements resulting from those violations is material 
to the Statement of Fund Accountability. The results of our tests of transactions 
disclosed the following material instances of noncompliance as at September 30, 1991: 

1. 	 PCPD shall administer the RPP according to the guidelines agreed by PCPD and 
the United States Agency for International Development (U.S.AID). These
guidelines, among others, require that PCPD request for advances from U.S.AID and
liquidate the same for costs Incurred In carrying out the purposes of the RPP which 
are determined to be allocable, allowable and/or reasonable. However, there were 
expenditures totalling P789,856.22 (US$28,158.87) which did not meet the criteria 
of allocability, allowability and/or reasonableness as at September 30, 1991 under 
the grant agreement and applicable laws and regulations. (See pages 3-4, 17-34) 

.10
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2. Counterpart contributions are not reported to U.S.AID. (See pages 35-36) 

We considered these material Instances of noncompliance in forming our opinion as to
whether the Statement of Fund Accountability for RPP components for the period
September 1, 1990 to September 31, 1991 was presented fairly in all material respects,
on the basis of accounting described in Note 3 in the Notes to Statement of Fund
Accountability and this report does not affect our report on the statement dated April 29,
1992. 

Except as discussed In the preceding paragraph, the results of our tests of compliance
indicate that with respect to the items tested, PCPD complied, in all material respects,
with the provisions referred to in the second paragraph of this report. With respect to
the items not tested, nothing came to our attention that caused us to believe that PCPD 
had not complied, in all material respects, with those provisions. 

This report is intended for the information of PCPD and U.S.AID. This restriction is not
intended to limit the distribution of this report which is a matter of public record. 

PTR No.6691708 
January 17, 1992 
Makati, Metro Manila 

April 29, 1992 

-11.
 



--------------------- --------------------------------

------------- ------------- --------------- -------------

----------------- -------------- -------------- --------------

----------------- -------------- -------------- --------------

,Philippine
Center for Population
and Development, Inc. 
(Formerly Population Center Foundation) 

P.O. Box 2065 MCPO 
Makati, Metro Manila, Philippines 
Tel. Nos. 377-060 to 72 
Cable POPCENTFR MAKATI
Fax (632) 817-5997 UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 

A.I.D. PROJECT NO. 492-0396-G-SS-0140
 
AN EXPANSION OF THE COMPANY-BASID
 

RESPONSIBLE PARENTHOOD PROGRAM TO FIVE REGIONS
 
ADMINISTERED BY THE
 

PHILIPPINE CENTER FOR POPULATION AND DIVILOPMINT,INC.
 
STATEMENT OF FUND ACCOUNTABILITY
 

FOR THE PERIOD SEPTEMBER 1,1990 TO SEPTEMBER 30, 1991
 

TOTAL ACTUAL 
 TOTAL BUDGET
 
I----------


PHP US$ PHP 
 US$
 

RECEIPTS 11,458,714 408,467 45,607,170 1,626,087 
------------ - ------------ -------------- --------

DISBURSEMENTS 
(Notes 4 to 9) 

Personnel Costs 1,633,955 58,252 14,539,929 518,409 

Training Costs 296,346 10,565 7,383,700 263,260 

IRC Costs 860,294 30,670 5,819,500 207,490 

Operating and Other Costs 2,332,266 83,147 12,525,879 446,600 

Research Costs 455,624 16,243 4,256,162 151,750 

Financial Audit 0 0 350,000 12,479 

Local Consultants 61,722 2,200 732,000 26,099 

5,640,207 201,077 45,607,170 1,626,087
 

UNEXPENDED BALANCE 5,818,507 207,390
 

See Notes to Statement of Fund Accountability.
 

F DELI'ZA P.MENA 
 CONRADO LI. LORENZO, JR
 
ler 
 President
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
 
GRANT NO. 492-0396-G-SS-0140 FOR THE
 
EXPANSION OF THE COMPANY - BASED
 

RESPONSIBLE PARENTHOOD PROGRAM TO FIVE REGIONS
 
ADMINISTERED BY THE


PHILIPPINE CENTER FOR POPULATION AND DEVELOPMENT, INC. 
UNDER THE FAMILY PLANNING ASSISTANCE PROJECT NO. 492-0396 

NOTES TO STATEMENT OF FUND ACCOUNTABILITY 

1. BACKGROUND
 

On October 23, 1990, the United States Agency for International Development
(U.S.AID) entered Into a grant agreement with the Philippine Center for Population
and Development, Inc., formerly Population Center Foundation, lnc.,(PCPD orGrantee) to provide P45,607,170 (US$1,626,087), as amended, financial assistance 
for the Implementation of an Expansion of the Company-based Responsible
Parenthood Program (RPP) In the National Capital Region, Regions Ill, IV, X and 
XI. 

The primary goals of the RPP are to Increase the acceptance and prevalence of 
family planning practice among workers of child-bearing age and to develop the
institutional capability of participating companies (at least 120 companies In five
regions) in responding to the family planning maternaland and child health
(FP/MCH) related needs of employees through provision of information, technical 
assistance and referral services on FP/MCH. The grant period is from September
1, 1990 to December 31, 1994. 

PCPD Is a private non-stock, non-profit organization established in 1971 to mold the
private sector Into a more effective force in the solution of the Philippines' critical
population problem. Its main office is located in Makati, off the Villamor 
Interchange. 

2. COST PRINCIPLE 

PCPD is to request for advances from U.S.AID and liquidate the same for costs 
incurred in carrying out the purposes of the RPP which are determined to be
allocable, allowable and/or reasonable in accordance with the provisions of the 
grant agreement, laws and regulations and binding policies and procedures. 

Allocable costs are costs Incurred specifically and necessary to the project.
Allowable costs are those costs which must conform to any limitations set forth in 
the grant agreement. Reasonable costs are costs that do not exceed those which 
should be incurred by an ordinary prudent person in the conduct of normal business. 
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3. BASIS OF ACCOUNTING
 

PCPD records the transactions of RPP on a cash basis. The Statement of Fund 
Accountability is a summary of cash activity of PCPD for the RPP and does not 
include certain transactions that would have been taken into account if PCPD had 
prepared the statement on the accrual basis. However, in accordance with the 
AICPA standards, this method of accounting used is recognized as a comprehensive
basis of accounting other than generally accepted accounting principles. 

The transactions of the RPP have been translated into US dollar equivalent by using
the rate of exchange of US$ 1.00 to P28.05. 

4. PERSONNEL COSTS 

Personnel costs include all compensation paid by the Grantee for the services of 
employees and laborers rendered during the period. It includes salaries, wages,
fringe benefits and salary adjustments. 

5. TRAINING COSTS 

Training costs represent cost of conducting seminars and workshops, such as 
payment to resource persons, cost of materials, venue, transportation and per diem. 

6. INFORMATION-EDUCATION-COMMUNICATION (IEC) 

Information-Education-Communication Includes audio-visual and print materials 
necessary for the promotion of the program. 

7. OPERATING AND OTHER COSTS 

Operating and other costs comprise of administrative expenses, such as travel cost 
of project personnel, acquisition of office equipment and supplies, office rentals and 
distributive costs. 

8. RESEARCH COSTS 

Research costs include salaries, fringe benefits, 13th month pay of the research 
personnel and other costs Incurred to conduct studies related to the RPP. 

414.
 



9. LOCAL CONSULTANTS
 

Local consultants consist of costs of professional and consultant services, such as 
IEC and Medical Consultants. 
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
 
GRANT NO. 492-0396-G-SS-0140 FOR THE
 
EXPANSION OF THE COMPANY - BASED
 

RESPONSIBLE PARENTHOOD PROGRAM TO FIVE REGIONS
 
ADMINISTERED BY THE
 

PHILIPPINE CENTER FOR POPULATION AND DEVELOPMENT, INC.
 
UNDER THE FAMILY PLANNING ASSISTANCE PROJECT NO. 492-0396
 

LIST OF AGREEMENT, LAWS AND REGULATIONS REVIEWED
 

Grant Agreement No. AID 492-0396-G-SS-0140: 

An Expansion of the Company-based Responsible Parenthood Program to Five Regions 

Office of Management and Budget Circular A-122: 

Cost Principles for Nonprofit Organizations 

AID Handbook 13, App. 4c: 

Mandatory and Optional Standard Provisions for U.S. Non-Governmental Grantees 

OMB Circular A-1 10: 

Grants and Agreements With Institutions of Higher Education, Hospitals and Other 
Nonprcf!t Organizations - Uniform Administrative Requirements 

Guidelines for Financial and Compliance Audits of AID-Financed Agreements, 
Office of Inspector General, AID 

Standards for Audit of Governmental Organizations, Programs, Activities and Functions, 
Comptroller General, AID 

General Accepted Auditing Standards, American Institute of Certified Public Accountants 
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
 
GRANT NO. 492-0396-G-SS-0140 FOR THE
 
EXPANSION OF THE COMPANY - BASED
 

RESPONSIBLE PARENTHOOD PROGRAM TO FIVE REGIONS
 
ADMINISTERED BY THE
 

PHILIPPINE CENTER FOR POPULATION AND DEVELOPMENT, INC.
 
UNDER THE FAMILY PLANNING ASSISTANCE PROJECT NO. 492-0396
 

SUMMARY OF INADEQUATELY SUPPORTED EXPENDITURES
 

A. PERSONNEL COSTS 

ADVANCE PAYMENT OF SALARIES 

Condition 

Under the existing arrangement, U.S.AID/Philipplnes, under the Responsible Parenthood Program
(RPP) pays the Philippine Center for Population and Development, Inc. (PCPD) for the salaries of
employees working for the RPP. PCPD, in turn, pays the employees. RPP usually pays PCPD the
payroll for the month on the second week of that month. Example: 

Cash Payroll Period
Voucher Date Covered 

8/13/91 8/1 - 8/31
9/10/91 9/1 - 9/30 

The amount paid by RPP is equal to the total salaries of employees indicated in the employment
contract less standard deductions. Since RPP pays PCPD earlier than the preparation of payroll at
the end of the month, employees' absences were not deducted from the payroll paid by RPP to 
PCPD. 

Criteria 

Section 6 of OMB A-122 states that compensation for personal services Includes all compensation
paid or accrued by the organization for services rendered during the period of the award. 

Causes 

1. Salaries are paid inadvance by RPP to PCPD based on the employment contract and not based 
on actual payroll computation. As a result, salary deductions pertaining to absences of the
employees are not considered in the payroll computation. 

2. RPP pays PCPD for the payroll amount at least 15 days before the payout date. 
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Effect 

RPP overpaid PCPD. The overpayment Is equal to t.,e amount of deductions for employees'
absences (except prolonged absences) which were not paid by PCPD. The overpayments for the
period January I to September 30, 1991 are as follows: 

Amount Amount 

Employee Date CV# Check# 
paid by RPP 

to PCPD 
actually paid

by PCPD 
Over 

Payment 

L.Alarcon 
M.Garcia 
V.Mandac 
N.Sevidal 
V.Mandac 
C.Ponce 
E.Abdao 
V.Mandac 
A.Coronel 
A.Coronel 
M.Borromeo 
M.Borromeo 

1-15-91 
1-15-91 
3-13-91 
4-16-91 
7-09-91 
7-09-91 
8-13-91 
8-13-91 
9-10-91 
9-10-91 
9-10-91 
9-10-91 

0029 
0029 
0009 
0056 
0068 
0068 
0143 
0143 
0180 
0180 
0180 
0180 

10809729 
10809729 
10810524 
10935375 
626968 
626968 
863043 
863043 
863081 
863081 
863081 
863081 

P 4,110.00 
4,110.00 
2,655.00 
4,110.00 
2,655.00 
6,006.00 
2,880.00 
2,655.00 
4,980.00 
4,980.00 
3,990.00 
3,990.00 

P 3,736.35 
3,736.35 
2,209.00 
3,923.20 
2,272.70 
4,914.00 
2,564.80 
1,019.52 
4,591.55 
4,680.00 
3,609.40 
3,690.00 

P 373.65 
373.65 
446.00 
186.80 
382.30 

1,092.00 
315.20 

1,635.48 
388.45 
300.00 
380.60 
300.00 

P 47,121.00 P 40,946.87 P 6,174.13 

The foregoing overpayments were subsequently refunded by PCPD to RPP as follows: 

Date 
Refunded Amount 

December 1991 P 4,156.35 US$ 148.18 
January 1992 2,017.78 71.93 

P 6,174.13 US$ 220.11 

Recommendation 
Payroll check should be forwarded to the Grantee say, three days before the pay period and 
deductions for absences should be made no later than the next payroll period. 

Management Response 

Deductions for absences shall be made the following payroll period. 

Regarding the recommendation that "the salaries paid by RPP should be forwarded to PCPD the
maximum of three days before the pay period," PCPD will need a lead time of seven working daysprior to the expected payday of employees, inorder to give sufficient time to clear the check through
PCPD's various signatories. 
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OVERPAYMENT OF SALARIES 

Condition 

RPP overpaid PCPD for the 13th month pay of Roseann Gaffud. 

Criteria 

Section 6 of OMB A-122 states that compensation for personal services includes all compensation
paid or accrued by the organization for services rendered during the period of the award. 

Cause 

Salary deductions pertaining to absences of employees are not deducted immediately. As a result,
the salary received by employees, which is used as basis in computing the 13th month pay, included 
the undeducted absences. 

Effect 

RPP overpaid PCPD by P226,36 (US$8.07). Details of the overpayment follows: 

Amount paid per CV# 005/Check# 10809705 P 1,660.00 US$ 59.18 
Amount based on basic salary actually 

paid during the year P17,203.65/12 1,433.64 51.11 

Overpayment P 226.36 US$ 8.07 

Recommendation 

RPP should obtain a refund of the overpaid 13th month pay. 

Management Response 

RPP will reimburse and make the necessary adjustment for the excess payment. 

B. 	 EQUIPMENT AND SUPPLIES 

DOUBLE RECORDING OF EXPENSES 

Condition 

The QELR submitted to U.S.AID as of September 30, 1991 Includes expenses of P62,388.68 that
have been charged to the account Office Space Rental and Utilities. However, the amount was also 
included In the Equipment and Supplies account. 
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Criteria 

U.S.AID operations and financial guidelines to private voluntary organizations require that theaccounting control system of the Grantee must ensure the accuracy of the accounting records. To
achieve accuracy of the accounting records, Internal control features should Include Internal check and 
balance. 

Cause 

When RPP changed Its subsidiary ledgers to conform with the revised QELR format, the same
disbursements were copied to two different subsidiary ledgers. Inaddition, the monthly reconciliation
of the subsidiary ledgers to the general ledger for the month of July, August and September 1991 was 
delayed. 

Effect 

As at September 30, 1991, the QELR submitted to U.S.AID as at September 30, 1991 was Inaccurate 
as the unexpended cash was understated by P62,388.68 (US$2,224.20) while Office Space Rental
and Utilities was overstated by the same amount. The details of the expenses recorded twice follow: 

Description 

Office supplies for Sept. 
U-bix for Sept.
Filter screen comp. paper
2 pcs. cassette tapes
2 pcs. open reel tapes 
Office supplies for Oct. 
U-blx for Oct. 
Office supplies for Nov. 
Film processing 
Office supplies 
U-blx for Nov. 
U-bix for Jan. 
Liquidation of cash adv. 
Various office supplies
Various expenses 
Cost of 1checkbooklets 
Office supplies &u-bix 
Calling cards of RPP staff 
Office supplies
Photo processing 
Cost of 5 checkbooklets 
U-bix for March 
Calling cards of VP 
Office supplies 
U-bix.for April
Cost of 5 checkbooklets 
Cost of 1 checkbooklets 
Petty cash replenishment
Six pcs. comp. holder 

Date Check No. Reference Amount 

10-22-90 JV# 10-5 P 48.00 
10-24-90 
11-15-90 

JV# 10-97 
JV# 11-03 

166.05 
745.00 

11-15-90 
11-15-90 
11-26-90 
12-03-90 
12-17-90 
12-18-90 

JV# 11-04 
JV# 11-05 
JV# 11-10 
JV# 12-01 
JV# 12-08 
JV# 12-11 

150.00 
1,730.00 
1,105.58 
2,444.20 
1,575.63 

97.10 
12-31-90 
12-31-90 
02-01-91 
02-04-91 
02-18-91 
02-26-91 
02-26-91 
02-28-91 
03-18-91 
03-25-91 
03-25-91 

10809752 

10809783 
10810502 

10810514 
10810527 
10810541 
10810535 

JV# 12-20 
JV# 12-22 
CV# 052 
JV# 2-2 
CV# 082 
CV# 101 
JV# 2-4 
CV# 113 
not on file 
CV# 0028 
CV# 0020 

826.61 
2,706.45 
2,766.80 
1,824.00 
1,110.00 
4,162.65 

100.00 
9,432.13 
1,100.00 
2,373.00 

68.20 
03-27-91 JV# 3-6 540.00 
04-11-91 
04-30-91 10935387 

JV# 4-5 
CV# 0068 

2,630.20 
150.00 

04-30-91 
05-13-91 
05-15-91 
05-23-91 
06-10-91 
06-13-91 626929 

JV# 4-6 
JV# 5-8 
JV# 5-9 
JV# 5-13 
JV# 6-5 
CV# 002 

1,827.38 
2,579.00 

540.00 
108.00 
90.00 

2,370.00 
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Description Date Check No. Reference Amount 

U-bix for May 
Office supplies for May 
Various office supplies 
Six pcs. filter screen 
Seven pcs. of Doc. file 
Office supplies for June 
U-bix for June 
Cost of 5 checkbooklets 

06-14-91 
06-19-91 
06-20-91 
06-24-91 
06-25-91 
07-04-91 
07-17-91 
07-18-91 

626935 
626939 
626943 

JV# 6-9 
JV# 6-12 
CV# 0035 
CV# 0039 
CV# 0043 
JV# 7-3 
JV# 7-14 
JV# 7-15 

5,171.80 
4,655.90 

391 50 
1,200.00 

700.00 
1,296.00 
3,042.50 

565.00 

P 62,388.68 

We were Informed that RPP corrected the error in Its QELR for December 31, 1991. 

Recommendation 

To avoid the recurrence of the above situation, we recommend that RPP reconcile the total of the 
subsidiary ledgers to the general ledger balance on a timely basis. Reconciling items, if any, should 
be taken up before the preparation of the QELR. Also, we recommend that U.S. AID resolve this
questioned cost amounting to P62,388.68 (US $2,224.20) with PCPD and collect any amount 
determined to be unallowable. 

Management Response 

Starting November 1991, the frequency of reconciliation has been Increased. Reconciliation Is now 
done on a monthly basis. 

C. 	 TRAVEL, PER DIEM AND TRANSPORTATION EXPENSES 

INADEQUATE DOCUMENTATION OF TRANSPORTATION ALLOWANCE 

Condition 

Liquidation Reports (LRs) submitted by Project Officers (POs) show only their itinerary but not the 
breakdown of expenses Incurred. 

Criteria 

Section 50 of OMB Circular A-122 states that travel costs may be charged on an actual basis, on a 
per diem or mileage basis in lieu of actual costs incurred, or on a combination of the two, provided
the method used results in charges which are consistent with those normally allowed by the 
organization in its regular operations. 

Cause 

On March 25, 1991, the Vice President issued a memorandum to all RPP POs providing all POs a
weekly transportation allowance of P500.00 (US$17.82) subject to liquidation. The liquidation per 
memo is to be supported by the following documents: 

1. Approved authority to travel 
2. Contact report 
3. Summary of companies visited per week 

The said memo did not require the breakdown of actual expenses incurred. 
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PCPD officials Informed us that PCPD has other projects with field-based staff who are also given afixed transportation allowance. However, these other projects of PCPD with field-based staff provides
for fixed travel expense allowance which covers per diem, lodging and transportation expenses for
out-of-town trips. On the other hand, the transportation allowance discussed earlier is given to Manila
based staff who work on the RPP. Hence, the fixed transportation allowance paid to RPP staff cannot
be considered normally allowed by the Grantee In its regular operations as this Is the only project of
the Grantee that gives transportation allowances to Manila-based employees. 

Effect 

Transportation expense at September 30, 1991 amounting to P 76,000 (US$2,709.45) is Inadequately
supported. 

Recommendation 

We recommend that U.S.AID (1) resolve this questioned cost amounting to P76,000 (US$2,709.45) 
with PCPD and collect any amount determined to be unallowable and (2) require PCPD to develop
and implement internal control procedure to ensure that transportation allowances are documented. 

Management Response 

Giving a fixed allowance In lieu of all applicable allowances provided In the PCPD manual for field
based staff is normally allowed by PCPD. 

The decision to give the RPP project officers (POs) a fixed transportation allowance was based on
the fact that the RPP strategy entails a lot of travel for the PO within and outside of Metro Manila.
A PO has to make at least 38 to 40 trips a month. Some of these trips are made after official office
hours, on Saturdays, Sundays or holidays since we have to adjust project activities to the time
provided by the management of the company. Based on PCPD's Manual of Operations, working
beyond office hours, Saturdays, Sundays and holidays entitles the employee to overtime allowances.
Some companies are located outside Metro Manila and based on PCPD's Manual of Operations, trips
outside Metro Manila entitles the employee to per diem. 

At the start of the project, PCPD had no way of knowing Information such as what the exact locations 
of the participating companies will be, how many times a PO would have to go to or stay in a 
company after office hours, on Saturdays, Sundays or holidays. 

We also wanted to control costs. Considering the various provisions of the PCPD Manual, we
anticipated that implementing all the pertinent provisions of the Manual for the POs will push the
budget for travel, transportation, per diem and overtime allowances sky high. At the same time, wewanted to ensure that the POs would have adequate funds to ensure the regularity of their visits to 
the companies. 

With this considerations in mind, PCPD classified the POs as "field-based" staff as they were expected
!n be on field at least four days a week. Based on the experiences of the POs of the last RP in
Industry Project, PCPD came up with a realistic estimate of what a PO would spend for transportation
and other related expenses when she is on field. The amount arrived at was P2,000 - P2,500. 
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Furthermore, PCPD would like to point out that the approved budget details show that only P2,500
is allocated per Project Officer per month. Acomparison of a PO's actual monthly trips computed
on two assumptions: (A. fixed rate scheme B. using applicable provisions of the PCPD manual)
shows that under assumption B, the PO would get P4,000 to P4,925 for the same trips under
assumption A. By adopting the fixed rate scheme, PCPD save the project at least P2,000 per month 
per PO or P1 44,000 for 12 months for the six POs. 
PCPD also maintains that the transportation expenses of the POs are supported with adequate 
documents: 

o The approved authority to travel ensures that the trip Isofficial and authorized. 

o The contact report for each trip contains Information on the specific company visited, the 
date of the trip, specific persons who met with the PO and the Issues discussed or activities 
undertaken. 

o 	 Together with the contact report, the POs also submit "call slips" signed by the contact 
person in the company. This is the proof that the PO actually made the trip. 

o 	 Summary of companies visited on specific dates. Since PCPD has a record of the
addresses of each company, this "summary" gives Information on the specific locations of 
all trips made by the PO. 

PCPD would like to note that a PO is on-field at least four days aweek. During the PO's one day in
the PCPD office, she has to do the following: meet with the Project Coordinator for assessment of
the past week and to plan for the coming week; attend general project meetings to discuss issuesrelated to the search, training, IEC or service delivery components; attend to the preparations for 
company activities scheduled for the following week; prepare contact reports and attend to 
administrative requirements. 

In the light of the numerous tasks of the PO during her one day Inthe office, the information already
contained inthe documentation required of the POs, and the decision to adopt a fixed transportation
allowance, PCPD does not deem it necessary to overburden the PO by requiring Information on the
specific mode of transportation used for each trip and the actual cost of each mode of transportation 
as suggested by the auditors. 

In summary, a) PCPD disagrees with the auditors with respect to their recommendations; b) PCPD
feels that its present system Is more beneficial and more cost effective compared with the
recommendations of the auditors; c) The recommendations of the auditors would Increase the cost
of the project by P144,000 per year; d) PCPD should be congratulated for adopting Innovative 
measures to Improve the cost effectiveness of the project. 

Additional Auditor's Suggestion 

The current system of PCPD, as Indicated Inthe management response, cannot provide a reasonable 
assurance that travel costs are reasonable. If,as Indicated in the management comments, project
staff are working overtime but not being paid for such overtime work, we suggest that the present
practice be referred to a labor lawyer to make sure that RPP Is not violating labor laws. 
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT
 
GRANT NO. 492-0396-G-SS-0140 FOR THE
 
EXPANSION OF THE COMPANY - BASED
 

RESPONSIBLE PARENTHOOD PROGRAM TO FIVE REGIONS
 
ADMINISTERED BY THE
 

PHILIPPINE CENTER FOR POPULATION AND DEVELOPMENT, INC.
 
UNDE1 f7*HE FAMILY PLANNING ASSISTANCE PROJECT NO. 492-0396
 

SUMMARY OF COSTS NOT IN ACCORDANCE WITH GRANT AGREEMENT
 
AND APPLICABLE LAWS AND REGULATIONS
 

A. PERSONNEL COSTS 

UNALLOWABLE FRINGE BENEFITS 

Condition 

RPP employees are provided hospitalization Insurance as fringe benefit. 

Criteria 

Hospitalization insurance is not one of the fringe benefits enumerated in the grant agreement. Under 
the grant agreement, the following are the only fringe benefits to be provided to RPP employee: 

1. SSS 
2. Medicare 
3. Employees Compensation 
4. Pag-ibig fund contributions 

Cause 

Employees' manual of the Grantee provides hospitalization insurance as one of the fringe benefits 
given to all regular and contractual employees. 

Effect 

Unapproved hospitalization insurance amounting to P9,431.11 (US$336.22) was paid as of 

September 30, 1991. 

Recommendation 

We recommend that U.S.AID resolve this questioned cost amounting to P9,431.11 (US$336.22) with 
PCPD and collect any amount determined to be unallowable. 
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Management Response 

PCPD is willing to refund the P9,431.11 if U.S.AID is unwilling to consider hospital Insurance as a 
legitimate fringe benefit. "It is PCPD's policy to include hospital insurance as part of the employees
benefits. This has always been considered in all project budgets. U.S.AID has allowed hospital
Insurance to be considered as part of the fringe benefits as evidenced by previous U.S.AID projects
with PCPD. However, the term hospital Insurance was inadvertently omitted in the illustrated list of 
fringe benefits of this project. We will be happy to ask U.S.AID to Include this item among the fringe
benefits." 

B. DISTRIBUTIVE COSTS 

UNAPPROVED CHANGES IN RATES 

Condition 

We noted that the following percentages that are higher than what were approved by U.S.AID were 
used to compute administrative costs. 

Position Percentage 

Administrative Personnel/Legal Officer 1/8 
Controller 1/8
Chief Accountant 1/8
Project Monitoring Officer 1/3 

Criteria 

The detailed budget schedule of the grant agreement provides that the percentage of administrative 
costs that can be charged to RPP follow: 

Position Percentage 

Administrative Personnel/Legal Officer 1/12 
Controller 1/16
Chief Accountant 1/16
Project Monitoring Officer 1/8 

Cause 

Total cost per month sllowed by the budget was not exceeded. 
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Fffect 

Administrative costs paid by RPP to the Grantee exceeded the budget by P57,378.72 
(US$2,045.59). Details are as follows: 

Actual Budoet Over
Position Personnel PT Amount PT Amount Budget 

Administrative Personnel 
/Legal Officer N.Balangue 1/8 P 20,727 1/12 P 13,818.03 P 6,908.97

Controller 	 F. Mendoza 1/8 25,472 1/16 12,752.25 12,719.75
Chief AccL. R. Espiritu 1/8 20,727 1/16 10,363.50 10,363.50
Project Monitoring

Officer 	 R.Cojucom 1/3 _ 45,778 1/8 18,391.50 27,386.50 

P 	 112 704 P 55,325.28 P 57,378.72 

Recommendation 

We recommend that U.S.AID resolve this questioned cost amounting to P57,378.72 (US$2,045.59) 
with PCPD and collect any amount determined to be unallowable. 

Management Response 

Managemen! will seek the approval of U.S.AID. 

C. EQUIPMENT AND SUPPLIES 

UNDELIVERED EQUIPMENT INCLUDED IN THE QELR 

Condition 

Included among reported disbursements in the QELR for the period ended September 30, 1991 
are the cost of six units of colored TV and six units of VHS amounting to P212,490. The total cost 
is based on the lowest quotation submitted by the prospective supplier. As of September 30, 1991,
the equipment have not yet been delivered and, consequently, the reported disbursement is not 
supported with supplier's invoice and delivery receipt. But since the terms of payment quoted by
the supplier is COD, a check was already prepared for the total cost of the equipment. Said check 
was treated as a reduction of the cash balance although itwas unreleased. 

Criteria 

1. 	 U.S.AID Operating and Financial Guidelines require that approved cash vouchers should, at 
a minimum, be supported by the following documents: 

- Official receipt
 
- Supplier's sales invoice
 
- Purchase order
 
- Other documents as may be applicable
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2. 	 Also, the Statements of Financial Accounting Standards (SFAS) issued by the Philippine Institute
of Certified Public Accountants states that unreleased checks should not be treated as 
outstanding checks but should be restored to the cash balance. 

3. 	 Further, generally accepted accounting principles (GAAP) requires the transfer of the ownership
of properties before any equipment or expense and liability or deduction to cash balance is 
recorded inthe books. 

Cause 

The term of the bid was COD. To meet this, a check was prepared for the cost of the equipment as 
soon as the bid was approved although the supplier was glveit three months to deliver. 

Efect 

The equipment and supplies budgetary line item as at September 30, 1991 is overstated by P212,490
(US$7,575.40) and unexpended cash is understated by the same amount. Consequently, inaccurate 
QELR was submitted to U.S.AID. 

Subsequently, the check was canceled in November 1991 as the supplier failed to deliver the 
equipment within the agreed three month period. On the same month, another check amounting to
P211,800 was issued to another supplier who was able to deliver the required equipment. 

Recommendation 

We recommend that U.S.AID resolve with PCPD the P212,490 (US$7,575.40) inquestioned costs and 
recover any amounts determined to be unallowable. 

Management Response 

I is natural to prepare a check prior to delivery because one of the signatories holds office outside 
the Center. The delay indelivery is no fault of PCPD. It is anormal accounting practice to recognize 
an expense at the time the check and voucher are prepared. 

Regarding the recommendation "conform with GAAP and with the documentation requirements of 
the U.S.AID" our records will show that the documents required for the transactions in question are
complete. Purchase requisitions, purchase orders, check voucher and other documents required prior
to delivery of equipments are available. Only those documents such as official receipts and supplier
sales invoice which are normally obtained after the equipment is delivered are not available. Since 
the equipment was not yet delivered within the period of time covered by the audit, these documents 
were not available then. However, our records will show that these documents have been available 
since the equipment was delivered in Notlember 1991. 
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D. 	 INFORMATION-EDUCATION-COMMUNICATION (IEC) 

STP PRODUCTION COST BILLED ALTHOUGH NOT YET INCURRED 

Condition 

PCPD uses slide tape presentations (STP) for its IEC activities for the Project; PCPD produces such 
STPs. 

In January 1991, PCPD started the production of the STP entitled "Kung Makina'y Pumapalya".
Before that STP was completed, PCPD obtained quotations from other producers to determine a 
cheaper way to produce the STPs -- produce the STPs Internally or have the production
subcontracted. 

The quotations obtained are as follows: 

Prospective Constructor 
Haunting

Length of 
Presentation 

Images 
International 

Total 
Identity, Inc. 

10-12 minutes 
15-20 minutes 

P 65,000 
85,000 

P 65,000 
80,000 

In April 1991, PCPD prepared the following cost estimates for the production and development of 
specific STPs: 

PCPD's 
Title of STP Cost Estimate 

Kung Makina'y Pumapalya P 83,600.00
Ang Aking Pamilya 38,770.00
Company Managers 88,060.00
Sa Sariling Kusa ... 71,827.78
Ang Manggagawa ay Magulang Din 	 83,600.00 

P 365,857.78 

Using the foregoing cost estimates, PCPD transferred funds amounting to P365,857.78 from the 

Project funds to the general fund of PCPD. PCPD has not yet Incurred the production cost. 

Criteria 

Expenses recognized must be for payment made to parties other than to PCPD itself. 

Cause 

PCPD considered itself as a third party. As a result, itpaid itself for the cost of the STPs in advance. 
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Fffect 

The QELR reflects expenses which have not yet been incurred. 
Amount Paid 

Title 0i STP 
Date of 
Check 

to PCPD and 
Recoded a 

Expense upon 
Payment 

Actual 
ENsOs 

Last 
Transaction 

Dae 

Excess of 
Payments 
Made Over 

Actual 
Expenses 

Kung MakInay Pumpa, a 1-25-91/5.06.91 
Ang Ang Prnlya 5-06-91 
Company Manages 5-29.91 
Saniing Kusa... 629-91 

P 83.60000 
38,770.00 
8,060.00 

71.827.78 

P 71,174.48 
26,656.11 
5,555.56 

50,627.84 

9-20-91 
9-20-91 
7.31.91 
9-20-91 

P 12,425.52 
12,113.89 

82,504.44 
21,199.94 

Ang Manggagawa ay 
Magulang Din 5-29.92 63,600.00 45,028.22 6-15.91 38,571.78 

Total P 365,857.78 P 199.042.21 P 166,815.57 

Please see Exhibits A to E for details of actual cost Incurred. 

Recommendation 

We recommend that PCPD refund the P16,815.57 (US$5,947.08) to U.S.AID and that cost on theproduction of STP's should be charged to RPP only when actual payments to third parties are 
made. 

Management Response 

The exhibit in the auditors' report reflects only the expenses which were paid out of the RPP funds
(with AV unit). The expense directly related to the production of the STPs which were paid by the
PCPD operating budget but which have to be reimbursed by the RPP (through its funds with AV
unit) are not included in the exhibit. 

Some costs directly related to the production of aspecific STP are not yet billed to the project. The
following is an example of such direct costs for the STP "Kung Makina'y Pumapalya". 

1. 	 Fee of the producer and secretary
(1-1/2 months per STP) P 29,520 

2. 	 Fee for the use of PCPD studio 
facilitates for sound recording 
and musical scoring
(7 hours x P600) 4,200 

P 33,720 
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In the above example, it is clearly shown that the true cost of producing the STP "Kung Makina'y
Pumapalya Is P115,654.48, (P81,934.48 actual expenses as of October 24, 1991 plus P33,720
unbilled expenses). The difference in the approved budget of P83,600 (which was estimated In the
last quarter of 1989) and the actual expense of P115,654.48 is due to increases in prices ofproduction such as films, film processing, chemicals, etc. Itwill also be noted that P115,654.48 does 
not Include small hems such as the electrical consumption for the room during programming, gas 
expense for short trips such as delivery and pick-up of films for processing. 

In another example, "Sa Sariling Kusa, Sa Sariling Sulong," the actual expenses charged to the
project as of Dec. 3'. 1991 IsP76,216.16. The unbilled expenses are as follows: 

1. 	 Fee of the producer and secretary

(1-1/2 months per STP) 
 P 29,520 

2. 	 Fee for the use of PCPD studio
 
facilitates for sound recording
 
and musical scoring 
(7 hours x P600) P 4,200 

P 33,720 

Thus, the actual cost of the STP IsP109,936.16 while the approved budget is only P74,050.00. 

Because of the arrangement where the production budget for a specific STP Is transferred to the AV
unit at the start of production, the project staff expect the AV unit to deliver the finished product even
when the cost of production is over the budget of RPP. Thus, the PCPD operating budget almost 
always ends up subsidizing the cost of production. This happens because the AV unit fails to bill the 
project for personnel and PCPD facilitates. 

Insummary, we disagree with the recommendation of the auditor that"PCPD refund the P169,037.79
to U.S.AID" because in reality PCPD subsidized part of the production cost. With regard to the
recommendation that"the cost reimbursement method be used in accounting for STP charges instead 
of the liquidation method", PCPD would be happy to do so. However, please note that this
recommendation will cause RPP more. Lastly, their recommendation that the amount shown on the
AV job order should be used as the ceiling of cost to be incurred so that any cost incurred Inexcess 
of the ceiling should be explained to RPP", is not necessary because PCPD has always absorbed 
the cost beyond the ceiling Indicated in the budget. 
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Auditor's Rebuttal 

IfPCPD will bill all of the additional cost mentioned In the management response,the total production
cost of PCPD's AV Unit will be higher than the quoted price of outside producers as shown in the 
comparison shown below: 

Title 
Length of 

Presentation 
Haunting Images 

International 
Total 

Identity, Inc. 
PCPD's 

AV Unit 

Sa Sariling Kusa... 10-12 minutes P 93,570" P 93,570' P 109,936.16 

Kung Makina'y Pumapalya 15-20 minutes P 113.570' P 108,570' P 115,654.48 

*Including additional cost of translation, duplication and adaptation.
 

Based on the above comparison, It appears that it would have been fair both for U.S.AID and
 
PCPD had the production was awarded to either of the two outside producers.
 

E. INSUFFICIENT DOCUMENTATION OF TRAVEL EXPENSES 

Condition 

The Purchase Orders (POs) supporting gasoline expenses Indicate only the project to be charged but 
the purpose of the trip is not Indicated. As a result, the Project Accountant uses assumptions In
classifying gasoline expenses as to travel types A, B, D and E. Furthermore, POs are not supported
by a trip ticket that shows the distance travelled. 

Criteria 

OMB Circular No. A-122 under Basic Consideration of General Principles states that all expenses
Incurred should be adequately documented. 

Cause 

PCPD's policy does not require POs for gasoline expenses to Indicate such hasic Information as 
person who used the gasoline and purpose of the trip. 

Effect 

As at September 30, 1991, total gasoline expenses amounted to P34,611.57 (US$1,233.92) as
presented in the accounting records and in the QELR submitted to U.S.AID were not properly
classified as to travel types. Moreover, reasonableness of actual gasoline expenses cannot be 
determined. 

Recommendation 

We recommend that U.S. AID (1) resolve this questioned cost amounting to P34,611.57
(US$1,233.92) with PCPD and collect any amount determined to be unallowable and (2) require PCPD 
to develop and Implement Internal control procedures to ensure that travel expenses are documented. 
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Management Response 

PCPD Is willing to devise a more detailed system that Indicates the person who travelled, the purpose 
of the trip and the distance travelled. 

F. 	 OTHERS 

INCLUSION OF PAYMENT OF TAXES IN REIMBURSEMENT 

Condition 

We examined 83.42% of total cost of equipment and supplies purchased during the period under 
examination and 100% of the cost of materials and supplies used in IEC, Research and Training. The 
cost of said purchases includes VAT,an Identifiable tax. 

Criteria 

Article XI of the Grant Agreement under Miscellaneous states that the Grant funds shall not be used
 
to pay Identifiable taxes.
 

Section 21 of Revenue Regulation No.5-87 of the Bureau of Internal Revenue states that any Invoices
 
bearing the value added tax (VAT)registration number of the seller shall be considered as a"VAT
 
Invoice". This means that VAT,whether indicated as a separate item or not inthe "VATInvoice" was
 
paid by the buyer,shall be allowed as input tax credits.
 

Cause 

The Grantee is unaware that they are paying VAT In purchasing equipment and supplies as the VAT 
did not appear as a separate item on the Invoices. 

Effect 

The Grantee paid a total amount of P164,340.08 (US$5,858.83) for VAT. The details follow: 

Nature Date Reference Amount 

Filter screen and computer 
paper 

2 cassette tapes 
2 pcs. open reel tapes 
Office supplies 
Various office supplies 
One unit Laptop computer 
One unit laser printer 
2 units Everex computer sys. 
60 pcs. electric sterilizer/

120 pcs. vaginal speculum 
70% downpayment for the three 

sets of two projector 
20 pcs. cartolina & 2 pcs.

Epson ribbon 

11-15-90 
11-15-90 
11-15-90 
02-04-91 
02-15-91 
04-03-91 
04-03-91 
04-15-91 

05-28-91 

06-07-91 

06-10-91 

JV 11-3 
JV 11-4 
JV 11-5 
JV 02-2 
CV 082 
CV 052 
CV 053 
CV 058 

CV 122 

CV 014 

JV 6-05 

p 745.00 
150.00 

1,730.00 
1,824.00 
1,110.00 

105,000.00 
55,652.00 

155,660.00 

354,000.00 

183,067.50 

90.00 
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Nature 


6 pcs. computer copy holder 

Various office supplies 

6 pcs.monitor filter screen 

7 pcs. of document files 

4 Epson FX printer

6 units PC-XT computer 

One video camera recorder,
 
video cassette recorder and
 
color TV monitor 


6 units karaoke 

3 calculators 

6 units AVR power grid

7 units Nikkon camera 

3 units of copy holder
 
clamp type 


Final payment for three sets
 
of two projector 


One pc data switch with 2
 
pcs cable 


2 units of calculator and
 
2 units of adaptor 


2 pcs Nippo check writer
 
ink 


Amount
 

2,370.00
 
391.50
 

1,200.00
 
700.00
 

74,800.00
 
121,260.00
 

115,300.00
 
56,970.00
 
7,100.00
 
9,600.00
 

67,900.00
 

1,935.00
 

78,457.50
 

785.00
 

3,360.00
 

700.00
 
1,401,857.50
 

8,700.00
 

48,600.00
 

8,700.00
 

93,750.00
 
4,650.00
 

980.00
 

5,882.40
 
1,680.00
 

48,600.00
 

93,750.00
 
16,627.90
 
20,545.00
 

14,405.25
 
19,887.87
 

386,758.42
 

4,550.00
 

3,280.00
 
2,875.00
 

10,705.00
 

Total Equipment and Supplies 


50% downpayment for 1,200 pcs

necklace ballpen 


50% downpayment for 1,200 pcs

shoulder bag 


Final payment for 1,200 pcs

necklace ballpen 


50% downpayment for 3,000 pcs

t-shirt 


50 rolls of Kodak film 

20 pcs TDK cassette tape 

57 rolls black and white
 

films 

120 Energizer batteries 

Final payment for 1,200 pcs


shoulder bag 

Final payment for 3,000 pcs


t-shirt 

Kung Makina'y Pumapalya

Ang Aking Pamilya 

Sa Sariling Kusa,
 

Sa Sariling Sulong 


Date 


06-13-91 

06-20-91 

06-24-91 

06-25-91 

07-24-91 

07-25-91 


08-01-91 

08-01-91 

08-05-91 

08-05-91 

08-08-91 


08-14-91 


08-21-91 


08-30-91 


09-12-91 


09-30-91 


03-19-91 


03-26-91 


04-18-91 


05-02-91 

05-14-91 

05-14-91 


05-14-91 

05-15-91 


05-17-91 


05-29-91 

01-25-91 

05-06-91 


05-29-91 

Ang Manggagawa ay Magulang Din 05-29-91 


Reference 


CV 029 

CV 035 

CV 039 

CV 043 

CV 092 

CV 096 


CV 115 

CV 114 

CV 121 

CV 122 

CV 129 


CV 147 


CV 156 


CV 172 


JV 9-08 


JV 9-20 


CV 013 


CV 022 


CV 063 


CV 083 

CV 099 

CV 101 


CV 104 

CV 100 


CV 107 


CV 121 


Total Information-Education-Communication 


5 boxes of Maxell diskette
 
and one storage box 


10 Verbatim teflon and 2
 
boxes of diskette 


15 pcs ribbon printer

Total Research 


03-26-91 CV 023 


08-21-91 CV 154 

08-29-91 CV 155 
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Nature Date Reference Amount 

Supplies 
Arts supplies 
Supplies 

Total Training 

03-14-91 
06-13-91 
06-13-91 

CV 102 
CV 025 
CV 027 

1,231.95 
2,178.00 
5,010.00 
8,419.95 

Amount paid inclusive of VAT P1,807.740.87 

VAT paid (P1,807,740.87/11) P 164,340.08 

Recommendation 

We recommend that the U.S.AID (1) resolve this questioned cost amounting to P164,340.08 
(US$5,858.83) and collect any amount determined to be unallowable and (2) issue guidelines
regarding the determination of value-added taxes on purchases. 

Management Response 

PCPD feels that it has complied with the requirement that there should be no "identifiable tax". 

The issue is whether or not the tax is considered by U.S.AID as identifiable tax. The presence 
of the VAT number does not automatically render the receipt as one that has "identifiable tax". 

In several financial management seminars sponsored by U.S.AID, itwas clearly explained that the 
Identifiable tax means that the amount must be indicated as a separate item and must be labelled 
as TAX. The presence of the VAT number in the receipt shall not render the receipt as one that 
has "identifiable tax". PCPD intends to discuss this Issue with the U.S.aid and does not feel that 
recommendation of the auditors is valid. 
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 
GRANT NO. 492-0396-G-SS-0140 FOR THE 
EXPANSION OF THE COMPANY - BASED 

RESPONSIBLE PARENTHOOD PROGRAM TO FIVE REGIONS
 
ADMINISTERED BY THE
 

PHILIPPINE CENTER FOR POPULATION AND DEVELOPMENT, INC.
 
UNDER THE FAMILY PLANNING ASSISTANCE PROJECT NO. 492-0396
 

SUMMARY OF OTHER FINDINGS, RECOMMENDATIONS AND MANAGEMENT RESPONSES
 

COUNTERPART CONTRIBUTIONS NOT REPORTED 

Conditions 

1. 	Counterpart contributions (incash and inkind) are not Included inthe QELR submitted by the Grantee 
to U.S.AID. 

2. 	Under the Grant Agreement, the Grantee shall assure that counterpart contributions having avalue of 
not less than 35% of the total project cost. Such counterpart contribution shall be made Incash or In 
kind at the time such counterpart contributions are required for the performance of the Ui-ant 
Agreement. At September 30, 1991, U.S.AID has already contributed P11,458,714 (US$408,510.10) 
but the counterpart contributions is only P107,915.53 (US$3,847.26) or 0.9% of P11,458,7'4 
(US$408,510.30). 

Criteria 

1. 	Section 5.2b of the grant agreement states that the Grantee shall submit to U.S.AID QELRs Indicating 
indetail the expenditures of both U.S.AID grant funds and counterpart funds. 

2. 	Section 6.3 of the grant agreement provides that the Grantee shall assure that the counterpart 
contributions is not less than 35% of the total project cost. 

Cause 

The Grantee thought that since transactions affecting counterpart contributions are minimal; itismore cost 
efficient to defer the reporting of such until transactions are substantial. 

Effect 

U.S.AID did not know whether PCPD is meeting its financial commitment of providing counterpart
contribution of not less than 35% of the total project cost. 

Recommendation 

We 	recommend that the Grantee Includes counterpart contributions inthe QELR. 
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Management Response 

The reporting of counterpart contribution was Inadvertently omitted at the early phase of the project. RPP
has started reporting the counterpart contributions effective December 1991. Regarding the
recommendation that the counterpart contributions are inadequate there is nothing in the grant agreement 
or the financial guidelines which requires a 35% counterpart contribution for every peso act, ally released 
or utilized. The agreement requires that the 35% counterpart contributions be achieved by the end of the 
project according to the schedule contained in the approved budget. 

NONRECONCILIATION OF THE GENERAL LEDGER (GL) BALANCES WITH THE ACCUMULATED 
TOTAL OF THE SUBSIDIARY LEDGERS (SLs) 

Condition 

The budgetary line item accounts In the general ledger do not agree with the accumulated totals of the 
subsidiary ledgers. 

The difference could also be traced to the discrepancies noted between the balance of the cash in bank 
and the unexpended cash as of September 30, 1991. We understand that the Grantee effected the 
correction on the differences In the December 1991 QELR report submitted to U.S.AID. 

Criteria 

PVO Financial Management Manual requires the periodic reconciliation of the accumulated totals of the 
subsidiary ledgers with the general ledger balances. 

Cause 

The periodic reconciliation of the balances per general ledger and subsidiary ledger for the months of July, 
August and September 1991 was delayed. 
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Effects 

1. 	 The following differences between general ledger and subsidiary lodgers were not detected. 

Accounts Per SL Per GL Difference 

Personnel costs 
Salaries P 1,628,378.83 P 1,633,954.94 P 5,576.11

Training costs 
Trng. Activities 289,745.46 296,345.66 6,600.20

IEC 
Special Events 	 837,286.97 860,294.11 23,007.14

Operating &other costs 
Office Space Rental 

and Utilities 62,388.68 	 ( 62,388.68) 

Total 	 P 2,817,799.94 P 2,790,594.71 P 27,205.23 

At September 30, 1991, total 	expenses reflected In the Statement of Fund Accountability Is lower by 

P27,205.23 (US$969.88). 

2. 	 Errors committed in footing the subsidiary ledgers. 

Accounts Amount 

Personnel costs-Salaries P 	 2,059.08
Training costs-Basic
 

Motivational Course 
 .20 
IEC 

Special Events 23,007.14 

Total P 25,066.42 

3. 	 Double recording of transactions. 

4. 	 Recording of inadequately supported expenses inthe general ledger. The resulting monetary effects
of the inadequately supported expenses have been Identified in other findings (see pages 17 to 23). 

Recommendation 

The accumulated totals of the subsidiary ledgers should be reconciled with the generai ledger balances on 
a timely basis. 

Management Response 

There Is a monthly reconciliation of SL to GL. However, for the months of July, August and September
1991, the reconciliations were delayed. 
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The auditors are aware that these reconciliations were accomplished long before (November 1991) they
submitted their February 25, 1992 report. They are also aware that PCPD reconciles the GL with the SL on a monthly basis. As such, PCPD feels that the recommendation In the auditors' April 10 report is not 
necessary. 

INADEQUATE RECORDS ON ISSUANCE OF T-SHIRTS AND BAGS 

Condition 

During our examination, the records on the distribution of T-shirts and bags was not updated. As a result,
the number of items on hand as of September 30, 1991 cannot be determined. A physical count was
conducted on March 30, 1992, and a comparison of count against updated stockcard showed a shortage
of 23 T-shirts and 5 bags. 

Criteria 

Mandatory and Standard provisions state that effective control over and accountability for all funds,
property, and other assets should be maintained by the Grantee. The Grantee shall adequately safeguard
all such assets and shall ensure that they are used solely for authorized purposes. 

Cause 

Records on certain issuances were not submitted by Project Officers on time. 

Effect 

Due to the delay in recording, accountability for T-shirts and bags cannot be established easily as of a 
certain date. 

Recommendation 

We recommend that the Grantee maintains complete and updated records on Issuances of the above items 
to ensure proper accountability. We recommend further that the Grantee replace the missing items. 

Management Response 

We will replace the said item in cash or in kind. 
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