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ENGR. PAUL RAYMOND L. BONNEVIE
General Manager

Bato Water District

Bato, Camarines Sur

Sir:

We are pleased to transmit the Annual Audit Report of that agency for the years
ended December 31, 2010 and 2011 in compliance with Section 2, Article IX-D of the
Philippine Constitution and pertinent Sections of Presidential Decree No. 1445, ogherwise
known as the “Govemment Auditing Code of the Philippines.”

‘The audit was conducted to ascertain the propriety of financial transactions and
compliance of the agency to prescribed ules and regulations. It was also made to
ascertain the accuracy of financial records and reports, as well as the faimess of the
presentation of the financial statements.

We request that the observations and recommendations contained in the said
report be fully addressed, and we would appreciate being informed of the actions taken in
this regard within 60 days from receipt hereof

We acknowledge the cooperation extended to our audit team by the officials and
employees of the District, through whose assistance and support the submission of this
report was made possible.

Very truly yours,

EDEN T. RAFANAN

r IV
Regional Director
- Administator, LWUA
- Auditor, LWUA
~Ofice o the President
- Hous of Representatives
~Philippine Senste

orporate Govemment Setor, COA
- File, Regional Diector, COA ROS




Republic of the Philippines
COMMISSION ON AUDIT
Regional Office No. V.
Raws, Legazpi City.
Telefax. Nos. :482-0547; 482-0548

May 13,2014

THE BOARD OF DIRECTORS
Bato Water District
Bato, Camarines Sur

Sir/Madam:

The audit was conducted to ascertain the propriety of financial transactions and
compliance of the agency to prescribed rules and regulations. It was also made to
ascertain the accuracy of financial records and reports, as well s the faimess of the
presentation of the financial statements,

We request that the observations and recommendations contained in the said
report and we would i ted of the actions taken in
this regard within 60 days from receipt hereof.

We acknowledge the cooperation extended to our audit team by the offcials and
employees of the District, through whose assistance and support the submission of this
report was made possible.

Very truly yours,

EDENT. RAFANAN
Director IV

fumished.
N T0A
- Audior, LWUA
~Ofic o he Presid
- Houe o Representtives
~Philippine Snute
- Corporte Govermment Sstor, COA
~File, Regional Ditecor, COA ROS




D.  SCOPE OF AUDIT

A financial and compliance audit was conducted on the operations of the Bato
Water District, Bato, Camarines Sur for Calendar Years ended December 31, 2010 and
2011, The audit included, but not limited to, the analysis of financial and accounting
records, determination of the validity and propriety of the Agency’s transactions,

E. INDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL
STATEMENTS

‘We rendered a qualified opinion on the faimess of presentation of the financial
statements. The agency did not conduct the yearly physical count of its Property, Plant
and Equipment valued in the books at P10231,121.72 and P13935847.77 as of
December 31, 2010 and December 31, 2011, respectively. The inadequacy of its records
id not permit us o apply adequate alternative procedures to determine the validity of the
account.

F. OBSERVATIONS AND RECOMMENDATIONS

1. The reported year-end account balances of Accounts Receivable (121) for CYs 2011
and 2010 amounting to P1.675.999.06 and P1,506.430.66, respectively, did not
reconcile with the amount reflected in the Schedule/Aging of Receivables totaling
P1.390.598.85 and P1,202,675.30 , resulting in a variance of P285.400.21 for CY
2011 and P303,755.36 in CY 2010, contrary to sound accounting principle.

We recommended that Management undertake the ~reconciliation of the
Schedule/Aging of receivables with the General Ledger account, Accounts
Receivable immediately to ensure correctness of Accounting Data.

We further recommended that the reconciliation of the Receivable accounts be done
on a regular basi

2. The accuracy, validity and existence of the December 31, 2010 and December 31,
2011 balances of the Property, Plant and Equipment (PPE) and Inventories accounts
year end are doubful due to the failure of the Water District to conduct physical
inventory taking.

We recommended that Management create an Inventory Committee, which shall
conduct the physical inventory of its PPE accounts and submit the required inventory
report for validation. We further recommended that the inventory taking for PPE be
done annually, while for Inventories, semestrally. in accordance with COA rules and
regulations on the matter.




3. The continued adoption of the First in First Out (FIFO) method in the costing of
Inventories is not in keeping with the prescribed valuation method in the Nationel
Government Accounting System (NGAS)-Corporate.

We recommended that Management apply the Moving Average Method in costing
issuance and balances of inventories in accordance with NGAS for Corporate.

- The Water District was not abl to set aside or provide for the correct amount for s
Sinking Fund for CYs 2010 and 2011, thus, the balances of the Sinking Fund acoount
(198) as of December 31, 2011 and 2010 amounting to P206,399.81 and P165.241.10,
respectively, were understated.

We recommended that the Management stricly set aside 3% of their collctions for
the Sinking Fund account as required by LWUA.

We also recommended that the necessary adjustment to the CY 2011 Sinking Fand

account be made and the needed amount be deposited to correct the Sinking Fund
account balance.

G IMPLEMENTATION OF PRIOR YEAR'S AUDIT RECOMMENDATIONS

Out of the eleven (11) audit recommendations. two (2) were implemented, cight
(8) were partially implemented and one (1) was not implemented,




Republic of the Philippines
COMMISSION ON AUDIT
Audit Group F-Province of Camarines Sur
Cadlan, Pili

INDEPENDENT AUDITOR’S REPORT

THE BOARD OF DIRECTORS
Bato Water District
Bato, Camarines Sur

We have audited the accompanying financial statements of Bato Water District, which
comprise the statement of financial position as of December 31, 2010 and December 31,
2011 and the statement of comprehensive income and expenses, statement of changes in
equity and statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory informations.

Management Responsibility for the Financial Statements 3

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with State accounting principles and for such internal control as
management determines is necessary to enable the preparation of financial statements
thatare free from material misstatement, whether due to fraud or error

Auditor’s Responsibility

Our responsibility is to express an opinion on those financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing
‘Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statemens are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
Judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers interal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
cireumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of the
accounting policies use and the reasonableness of accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements,




We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our qualified audit opinion.

Basis for Qualified Opinion

The agency did not conduct the yearly physical count of its Property, Plant and
Equipment valued in the books at P10,231,121.72 and P13,935,847.77 as of December
31,2010 and December 31, 2011, respectively. The inadequacy of its records did not
permit us to apply adequate altemative procedures to determine the validity of the
account

Qualified Opinion

In our opinion, except for the effects of the matter described in the Basis for Qualified
Opinion paragraph, the financial statement present fairly in all material respects, the
financial position of Bato Water District as of December 31, 2010-and December 31,
2011 and its financial performance and its cash flow for the year then ended in
accordance with State accounting principles.

COMMISSION ON AUDIT
By:

TITA %IV‘Z;ESTRO

State Auditor V
Supervising Andim‘

February 2, 2013




EXECUTIVE SUMMARY
A, INTRODUCTION
Bato Water District (BWD), formerly known as Bato Rural Waterworks

Association (BRUWASA) was created by virtue of Sangguniang Bayan Resolution
No.1898-105

plans and targets.

Just like any water district and in consonance with the provisions of Presidential
Decree No. 198, the Bato Water District was formed for the following purposes:

* Acqiring, installing, improving, maintaining and operating water supply and
ribution systems for domestic, industrial, municipal and agricultural wse for
residential lands within the boundaries of the water district;

* Providing, maintaining an operating, waste water collections, treatment and
disposal facilities, and;

» Conducting such other functions and operations incidental to water resource
development, utilization and disposal within such districts as are nccessay or
incidental to said purpose.

Bato Water District is categorized as a “small” water district with 1,729 metered,
active and billed coneessionaires as of December 31, 2011. It has eleven personnel under
the stewardship of Engr. Paul Raymond Bonnevie as the General Manager.

Bato Water

rict’s Board of Directors is composed of:

Position

Mr. Precioso L. Penaflorida
Ms. Remedios L. Intia

i Norman L Gapas m_
Vi Rodigo T Tinbarg I —

|

|




Republic of the Philippines
BATO WATER DISTRICT
ato, Camarines Sur

STATEMENT OF ITY FOR FINANCIAL

‘The Management of the BATO WATER DISTRICT is responsible for all information
representation contained in the Balance Sheets as of December 31, 2010 and 2011 and the
related Statements of Income and Expenses and the Statements of Cash Flows for the period then
ended. The financial statements have been prepared in conformity with generally accepted
formed judgment

of

In this regard, management maintains a system of accounting and reposting which

pr y
recorded, assets are safeguarded against unauthorized use or disposition and liabilities
recognized.

Senior nage




B. FINANCIAL HIGHLIGHTS

The following are the financial highlights:

5
3266963 ' 071,
01,464

(OPERATIONAL HIGHLIGHTS

The following are the operational highlights for CYs 2010 and 2011 in terms of
ions, water sale ions from water bills:

2010

Target

Service
Connecti 120
Sales P11,110,837.00

Collections from
water bills P11,110,837.00

Target

Serviee
Connecti 120
Sales 952.00
Colleetions from

- P11,026952.00




BATO WATER DISTRICT (BWD)
Bato, Camarines Sur

BALANCE SHEET

As of December 31, 2010 and 2011

Comparative Figures for CY 2009)
cvaon cv 2010 v 2009
ASSETS
Current Assets
Cash and Cash Equivalent Note2 P 229724738 P 23548561 P 416485639
Receivables Note3 165057151 1481,003.11 1391,069.11
Inventories Note 4 46228034 39973505 374.611.60
repaymens Note § 161617 2716
Total Curent Assets P 44707 P 4288994 P 593325338

Non-Current Assets

Property. Plant and Equipmen, Net Note 6 P/

13935,847.77
3

P10

112172

P 10§9504659

Investments Note 7 206.399.07 165.241.10 40871878
Construction In Progress - 4200,156.87 -
Total Non-Current Assets P 41224684 P 1459651960 P 1130376537
TOTAL ASSETS. P_ISSS474391 P 13835350.63 P 1723701872
LIABILITIES AND EQUITY
Liabilities
Current Liablites
Payable Accounts Note8 P 12523826 P 8529435 P 8250573
Inter-Agency Payables. Note9 11,1676 212010.19
Other Current Liabiltes Note 10 14691549 405.069.51
Total Current L 3 P 70237405 P 114449699
Non-Current Liabilties Note 11 P_12375051.53 P 1268211273 P 11.507,12822
Total Liabilities 058.322.04 1265162521
Equity
Government Equity Note12P 361098423 P 361098423 P 361098423
Retained Eamings Note 13 88543 1,839,888.62 974.409.
Total Equity P 5494287 P 545087285 P 458530351
TOTAL LIABILITIES AND EQUITY P I855474391 P 18835359.63 P 1723701872

(See accompanying Notes to Financial Statements)




BATO WATER DISTRICT (BWD)
to, Camarines Sur

STATEMENT OF CASH FLOWS
For the year ended December 31, 2010 and 2011
(With Comparative Figures for CY 2009 )

a0 €Y 2010 €Y 2009
\SH FLOWS FROM OPERATING ACTIVITIES:
CASH IN FLO
Collection of Water Bills P 862038824 P 853676832 P 781506655
Collections of Other Business Income. 21264560 263.563.45 457.387.75
Fines and Penalties-Business Income 143.063.15 173,791.55
Duc o Other GOCCS - 316487 -
Other Rec 6077907 42035638 18200
Refund of Cash Advances - - 6000.00
Toal Cash Inflows P 903687606 P__ 939761457 P 527863630
CASH OUTFLOWS.
Payment of Personal Services P S P 3MLMLLL P 24136136
Paymen of Operating Expenses 5296,049.96 449104458 190097420

Payment of Payables

S6434.45 96.355.09
Remitance of Inter-Ageny Payables 110327531 102,106.16
Due t0 Officers and Employees. 13433442
et fiesSpplis vy 37349531 39336192
Prepaid s 112160 271625

e E.m.,.gs -

~ Pety Cash Fun 206250

e 4059556 725290 17335692

Total Cash Outflows P 7.53693381 P 931016238 P 5952,484.26

S
|Cash Provided (Used) By Operating Activities P 149994225 P 8748219 P 232615200

FLOWS rnw INVESTING ACTIVITIES:
H INFLOWS
st rom b b:nk Deposits 2 336168 P 133935 P 11509
TFLOWS.
Investments P 4015802 P ISL04T88 P 1827800
Purchase and Construction of PPE 326.776.99 4371.293.17 14206384
Total Cash Outflows P (36693501) P (452234105 P (16034188
(Cash Provided (Used) By Investing Activities P (353,57333) P (4S09.01170) P__(148.82092)
FLOWS FROM FINANCING ACTIVITIES:
INFLOWS-
‘Acquisition of Loan/Subsidy

P 342438973 P 297319000




ASH OUTFLOWS-

Payment of Loan Amortization

Payment of Inteeston Loan

Payment of Other Financial Charges
"TOTAL ~Cash Outflows.

| Cash Provided (Used) By Financing Act
Provided by Operin, Financin ndImsing Aciies
 Cash and Cash Equivalent, Beginning

SH AND CASH EQUIVALENT, ENDING

P 2750472 P 8310081 P 10115956
92533678 979. m w 1,105, m 3s
223,15

(1205607.15) P (mmmo) P <z||7msz)

P__(205607.05) P 261315873 P 855576.08
(923823) P (1.80837078) P 3.032,007.20
233648561 416485639 1131.949.19

P 229724738 P 23548561 P 41648539




BATO WATER DISTRICT (BWD)
Bato, Camarines Sur

STATEMENT OF INCOME AND EXPENSES
For the year ended December 31, 2010 and 2011
(With Comparative Figures for CY 2009)

cvaon cvao10 €Y 2009
Income
Business Income Nole l4P 911342738 P 908269386 P 837850327
Less: Sales Discount (39,923.95) \uw sso 37 (94.385.25)
Other General Income Note IS 1472802 627 1957470
Total Income P 008823145 P xwuomo P 830369272
Less: Exper
Personal Services ©I6P 358615620 P 332172593, P 325518335
Maint. & Other Opennng Expenses Naci? 439170 365960767 357554352
Financial Expe Nowls___ 92531878 98020009 110593236
Total Expenses P 85876668 P 796153379 P 7936,689.23
NET INCOME, P 20146477 P 103435997 P__ 36703349

L 00T P LONINIT P 36T0849

(See accompanying Notes to Financial Statements)

s




BATO WATER DISTRICT (BWD)

Bato, Camarines Sur

STATEMENT OF CHANGES IN EQUITY
For the year ended December 31, 2010 and 201 1
(With Comparative Figures for CY 2009 )

Government Equity
Retained Earnings, Beginning
Add/(Less)

Fundamental Errors

Net Income (Loss)

Retained Earnings, End

Balances Ending, December 31

cy 2011 €Y 2010 €Y 2009

P 361098425 P 361098423 P__3.610984.23

P 1.839888.62 P 97440928 P (16283.01)

(15591575)  (168.880.63) - 623,658.80
20146477 1.034.359.97 367.033.49

P 188543764 P 183988862 P 974.409.28
L_S549421.87 P__5450872.85 P__4.585.303.51

(See accompanying Notes to Financial Statements)
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