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Republic of the Philippines

COMMISSION ON AUDIT

Office of the Auditor

Team E, Cluster V-Agricultural, Trading and Promotional

Corporate Government Sector

Quedan and Rural Credit Guarantee Corporation

Region VI, Iloilo City

June 27, 2007

Ms. Nilda M. Blanco

Supervising Auditor

Quedan and Rural Credit Guarantee Corp.

34 Panay Avenue, Quezon City

Madam:

In connection with your memorandum dated June 21, 2007, herewith is our confirmation/comments:

1) Item 5 of the comments from CRPD per QRCGC Memorandum No. 282 dated May 31, 2007 on the misclassification of the P636,449,492.00 Swine Receivables (8-791-691) to Livestock and Poultry Program (8-71-053) and the COA-QUEDANCOR Head Office rejoinder on said comments, pages 42 and 43.

Error Correction

As shown in the attach schedule, releases for GMA-CARES-IAL-Livestock Program as of December 31, 2005 is P1,415,294,666.23.  This was recorded as of the same date as follows:

Receivables-Trade/Business


P
1,215,424,166.23

Receivables-Assigned




   199,870,500.00
Total GMA-CARES-IAL-Livestock


P
1,415,294,666.23
The releases and collections were extracted from the Consolidated Monthly Trial Balance while the Assigned Receivables from the schedule submitted by management.

Per Journal Voucher, the consolidated adjustments in Region VI for Livestock and Poultry to QSP is P368,915,080.29.  Details are as follows:

District Office 
                  JV No.
      Date


             Amount
Aklan

      
06-10-287
Oct. 31, 2006

P
137,380,534.64

Capiz


06-10-212
Oct. 31, 2006


  35,176,527.85

Iloilo


06-04-104
April 30, 2006


138,630,625.47

Negros Occ.

06-11-154
Nov. 30, 2006


  57,727,392.33
Total







P
368,915,080.29
2) Comments and Observation No. 7 on interlocking directorship, pages 43 to 51.

3) Diagram reflecting the interrelationship between QUEDANCOR, Input Suppliers, QSP borrowers and WCL borrowers.

For your information and guidance.

Very truly yours,

DOLORES L. PEREZ

State Auditor III

OIC-Team E
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1. Loan proceeds in kind











                     






                                                                                                                                                                                                                                4. Guaranteed Income              
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PAS 16

Disclosure 

73.  The financial statements shall disclose, for each class of property, plant    and equipment: 

(a)  the measurement bases used for determining the gross carrying amount; 

(b)  the depreciation method(s) used;

(c)  the useful lives or depreciation rates used;

(d) the  gross carrying amount  and  accumulated  depreciation (aggregated with accumulated impairment losses) at the beginning and end of the period; and 

(e) a reconciliation of the carrying amount at the beginning and the end of the period, showing: 

(i) additions; 

(ii)  assets clasisified as held for sale or included in a disposal group classified   as held for sale in accordance with IFRS 5 and other disposals;

(iii) acquisitions through business combinations;

(iv) increases or decreases resulting from revaluations under paragraphs 31, 39 and 40 and from impairment losses recognized or reversed directly in equity in accordance with IAS 36;

(v) impairment losses recognized in profit or loss in accordance with IAS 36;

(vi) impairment losses reversed in profit or loss in accordance with IAS 36;

(vii) depreciation;

(viii) the net exchange differences arising on the  translation of the financial statements from the functional currency into a different presentation currency, including the translation of a foreign operation into the presentation currency of the reporting entity; and;

(ix) other changes. 

74. The financial statements shall also disclose:

(a) the existence and amounts of restrictions on title, and property, plant and equipment pledged as security for liabilities ; 

(b) the amount of expenditures recognized in the carrying amount of an item of property, plant, and equipment in the course of its construction;

(c) the amount of contractual commitments for the acquisition of property, plant, and equipment; and

(d) if it is not disclosed separately on the face of the income statement, the amount of compensation from third parties for items of property, plant, and equipment that were impaired, lost or given up that is included in profit or loss. 

77. If items of property, plant, and equipment are stated at revalued amounts, the following shall be disclosed:  

(a) the effective date of the revaluation;

(b) whether an independent valuer was involved; 

(c) the methods and significant assumptions applied in estimating the items fair values; 

(d) the extent to which the items’  fair values were determined directly by reference to observable prices in an active market or recent market transactions on arm's length terms or were estimated using other valuation techniques;

(e) for each revalued class of property, plant and equipment, the carrying amount that would have been recognised had the assets been carried under the cost model;  and

(f) the revaluation surplus, indicating the change for the period and any restrictions on the distribution of the balance to shareholders.

78. Users of financial statements may also find the following information relevant to their needs:

(a) the carrying amount of temporarily idle property, plant and equipment;

(b) the gross carrying amount of any fully depreciated property, plant and equipment that is still in use;

(c) the carrying amount of property, plant and equipment retired from active use and not classified as held for sale in accordance with IFRS 5; and

(d) when the cost model is used, the fair value of property, plant and equipment when this is materially different from the carrying amount.

Therefore, entities are encouraged to disclose these amounts.
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Proceeds of NFC loan released to B.O. Sevan, representative of IFC





NOTE 4:  


A/R  of NFC from Birks & SVI assigned to Quedancor
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IFC











IRKS	





Pork





NOTE 1:


There are un-authorized pull-outs or they were not supported with proper documentation


As a result of  a. above, the farmers’ swine are depleted, they are unable to repay the loan, and Quedan is unable to establish categorically from whom to collect the repayment


Additional effect of a. above:  Quedan failed to “capture” the transactions in the accounting records








Pork





Super Value, Inc.





NFC
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Farm inputs





Swine








Farmers





Swine





Swine





NSVI








QUEDANCOR





Feeds





3.  Pull-out of swine by Birks  per  buy-back provisions in the CGA (Loan re-payment  in kind)





2.  Cash payment to Birks for deliveries of swine & farm inputs





NOTE 2:


Supposed to be payment by Birks to Quedan for the swine received from farmers to be credited to the farmers’ accounts as loan repayments; but, no such payments were made.


As a result of  a. above, the Quedan should have recognized the receivables (A/R – Trade) from Birks








Proceeds of IFC loan released to Julieta C. Ong








QUEDANCOR-BORROWER-INPUT SUPPLIER-FARMER BENEFICIARY RELATIONSHIP


QSP per QMC  No. 270, as amended                                                             WLC per  QMC No. 257





NOTE 3:


      In Region VI, as loan security, A/R assigned to Quedancor include IFC’s receivable from NSVI; but, no documents were presented to support said assignment 








Legend:


Red Line and Boxes – Quedan Swine Program (QSP)


Black Lines and Boxes – Working Capital Loan Program


IFC – Iloilo Feeds Corporation


NSVI – Nueva Swine Valley, Inc.


NFC- Nueva Foods Corp


Birks – Birks Agri-Livestock Corp


Green Broken Lines – grey area on the buy-back/pull-out of swine produced by  farmer-borrower














Sale of pork





Payments for  pork
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