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REPUBLIC OF THE PHILIPPINES

COMMISSION ON AUDIT

Commonwealth Avenue, Quezon City

CORPORATE GOVERNMENT SECTOR

Office of the Cluster Director

Cluster V - Agricultural, Trading and Promotional

State Auditor’s Report on the Financial Statements

The Board of Directors
Quedan and Rural Credit Guarantee Corporation
34 Panay Avenue, Quezon City
We have audited the accompanying balance sheet of the Quedan and Rural Credit Guarantee Corporation (QUEDANCOR) as of December 31, 2005 and the related statements of income and expenses, changes in stockholders’ equity and cash flows for the year then ended.  These financial statements are the responsibility of the Corporation’s management.  Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with laws, COA standards and generally accepted auditing standards.  Those standards require that we plan and perform the audit to obtain reasonable assurance that the financial statements are free of material misstatement/s.  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 estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion.

As discussed in the accompanying Comments and Observations, particularly Nos. 1, 2 and 3 thereof, among others, the year-end balance of Trade Receivables amounting to P7,565,803,223, representing 52% of the total assets, is inaccurate because of unreliable data capture, resulting, among others, to unrecorded trade receivables under the QUEDANCOR Swine Program (QSP) in the amount of P747,873,418.  Further, the collectibility of the QSP outstanding loan balance totaling P755,620,000, consisting of Due from Input Suppliers for stocks pulled-out amounting to P167,341,077 and Due from Borrowers for stocks still with the borrowers amounting to P588,278,923, representing forty-five (45%) percent of total loans granted, is  doubtful due to several factors mentioned in the comments and observations.  Furthermore, of the total credits to Trade Receivables of P728,582,220, ninety-one percent (91%) or P663,766,958 is doubtful because it is based on an improper offsetting of accounts.
Additionally, the ending balance of the cash and cash equivalents as shown in the Statement of Cash Flows is understated by P87,420,053.13, casting doubt on the reliability of the balance of the cash and cash equivalent account shown in the Balance Sheet as discussed in No. 15 of the Comments and Observations.

In our opinion, because of the effects of the matters discussed in the preceding paragraphs and other deficiencies indicated in the Comments and Observations, the financial statements referred to above do not present fairly, in conformity with generally accepted and state accounting principles, the financial position of the Quedan and Rural Credit Guarantee Corporation as of December 31, 2005 and the results of its operations and its cash flows for the year then ended.
FOR THE COMMISSION ON AUDIT:
RODULFO J. ARIESGA
Director IV
13 September 2006
