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EXECUTIVE SUMMARY

A. Introduction

The Department of Agriculture (DA) is the main agg of the Philippine
Government responsible for the promotion of agtical development. Reorganized under
Executive Order No. 116 dated January 30, 1987Dthés mandated to provide the policy
framework and help direct public investments. antpership with Local government Units
(LGUs), it provides the support services necessarynake agriculture and agri-based
enterprises profitable, and helps spread the bsrefdevelopment to the poor, particularly
those in the rural areas.

The DA is composed of the Office of the Secref®@$EC) headed by Secretary
Arthur C. Yap, Offices of four Undersecretaries afuir Assistant Secretaries for
Operations, Finance and Administration, Fisheried hivestock, and Policy, Planning,
Research and RegulatigAnnexes 1, 2 and 2a). As of December 31, 2006 the DA,
including its attached agencies, bureaus and ragideld units had a personnel
complement of 12,590Annex 3)

B. Financial Highlights

The DA’s consolidated financial condition and faneceived and expended for
calendar years 2005 and 2006 follow:

(I'n thousand pesos)
Account CY 2006 CY 2005 I ncr ease(Decr ease)

Financial Condition

Assets =P3,219,2100 =67,697,997| 5,521,213

Liabilities 4,836,224 5,335,008 (498,782

Government Equity 68,382,984 62,362,988 6,019,996
Sources and Application of
Funds

Allotments Received 16,982,155 12,263,226 4,718,929

Obligations Incurred 15,606,976 9,736,226 5,870,750

C. Operational Highlights

The DA implements three banner programs under thac@ture and Fisheries
Modernization Act (AFMA), such as the Ginintuang $dganang Ani (GMA) — Rice and
Corn, GMA-High Value Commercial Crops and GMA-Livesk. For Calendar Year
2006, the DA reported to have accomplished mostsofargets. The department major
activities are shown in detail Annex 4.



D. Scope of Audit

Financial and compliance audit was conducted enttansactions and operations
for Calendar Year 2006, including some funds trametl in 2005 but which were used for
project implementation in 2006. Audit included Bs& of account balances in the
financial statements, review of transactions usihg Modified Simplified Sampling
Scheme and test of compliance with applicable irdmules and regulations.

Value for money audit was conducted on the impgletation of the Livelihood
Programs and GMA Rice Program by the Regional Ristits and on the other projects
implemented by DA — OSEC, ATl and BAS.

E. Auditor’'s Report

The Auditor rendered an adverse opinion on fairnelsshe Financial Report
rendered by DA for CY 2006 because of various $icamt accounting errors and
deficiencies noted in audit, some of which are imesammarized. Details are discussed in
Part Il of the report.

F. Observations and Recommendations

As a result of financial audit, the following ersavere noted:

Over (Under)
Errors Account Affected Statement
(in million pesos)
Overstatement of Cash-Disbursing Cash - Disbursing Officers 156.123

Officer due to unliquidated but
expended advances for payroll and
operating expenses

Net Overstatement of cash accounts dyevarious Accounts 20.49b6
to unrecorded transactions and othe
errors

Long outstanding but expended advancé&ue from Officers and 133.935
for travels and other receiivables Employees
Unliquidated fund transfer expended for Various Due from Accounts 5,035.352
project implementation
Understatement due to error in recording  VarioasdR/able Accounts (36.189)
Net understatement due to error in Various Inventory Accounts (129.291)
recording transactions
Understatement due to error in recording  VarioBk Rccounts (311.947)
Inclusion of Unserviceable/transferred | Equipment Accounts/Other 26.403
equipment Assets (26.403)
Net Effect to Total Assets (4,868.48)
Percent to Total Assets 6.88%
Dormant Payables aged 2-10 years Payable Accounts 1,265.177
Net understatement of payable accounBayable Accounts (49.277)
due to accounting errors
Overstatement of Equity accounts due| tBquity Account 5,035.352

long outstanding advances for project




implementation
Net Effect to Total Liabilities & Equity 6,251.25
Percent to Total Liabilities & Equity 8.54%
Understatement of expense due |tbraveling Expense (133.93%)
outstanding but expended advances|for
travels
Net understatement of various eXPense, - ous Expense Accounts (40.966)
due to various errors
Net Effect to Expenses (174.90)
Percent to Total Expenses 2.97%
Other accounting deficiencies found are as fattow
Deficiency Account Affected Amount
Unreconciled difference between books an%ash Accounts 117.94p
bank balances
Dormant Cash Accounts Cash Accounts 103.052
Undocumented Loans Receivables Loan ReceivablessLGU
: 769.804
Loans Receivables - Others
Unreconcngd Balgnce between books andVarious Inventory Accounts 1,134.188
the available inventory reports
Unrecqncned balances between books an/arious PPE Accounts 3.571.753
the inventory reports
Misclassification between PPE Accounts Variouk Pecounts 1.871
Misclassification between Payable Accounts Payable 2.820
Accounts Due to Officers & Employees (2.820)
Undocumented or with no Subsidiary Accounts Payable 32.136
Ledger Due to Officers & Employees 0.336
Due to Other NGAs 0.730
Other Payables 0.591

Other significant compliance issues are as follows:

1. Management of Priority Development Assistance F{R®AF) covered by
various Special Allotment Release Orders (SARO&lity £691.02 million is

wanting of control that defines accountability aedponsibility from the release
of funds by the DA OSEC to the receipt by the RFNetices of Transfer of
Allocation (NTAs) totaling -R46.15 million for PDAF were received late
resulting in unexpended balance-gfOP76 million at the end of the year. There
were NTAs for PDAF and regular funds totaliag.82 billion released without
the required Advice of Sub-Allotment (ASA) and thiere treated as common
fund by the recipient bureaus/units. Releases weade to RFU Xll over and
above their allotment limit affecting the cash posi of the RFU and the
department as the case mayOGbservation No. 3).

Priority Development Assistance Fund (PDAF) Advicet Sub-Allotments
(ASA) amounting to—=PP6.30 million were cancelled and transferred toeoth
agencies while SAROs totalingl®1 million were withdrawn by DBM resulting
in misinformation affecting the funds of the OSE@dr concerned RFUs
(Observation No. 4).

Fund transfers totalingé26.8 million were unnecessary since DA agenci¢sun



are capable of carrying out the intended purpo$és. MOAs covering such
transfers did not require submission of liquidatitocuments or project details for
monitoring. Moreover, NABCOR and PADCC chargednadstrative costs
from the transferred funds eBR.11 million and-E84 million respectively, while
PCA charged-€.39 million and the TLRC an undetermined amoequivalent
to .5% to 1% of the project cost, which amoursild have been utilized
instead for project implementatig®bservation No. 6).

4. Funds amounting te-33.980 million transferred by RFU Il to DA-CVIARC,
llagan, Isabela, a research station, were disbubgethe Station Manager and
Cashier, beyond their limits of authority in viatat of DA General
Memorandum Order No. 1, series of 2{@bser vation No. 7).

5.  There were excessive costs totaligORB0 million noted in the (a) purchases
made by RFUs V, VII, and IX amounting t8&14 million; and (b) contract
entered into by OSEC with Geospatial Solutions, bycPL1.67 million because
of (i) RFU V practiced of direct contractingi)(procurement by NGO/PO in RFU
VII; and (ii) limited canvass/bidding adopted by RFU IX and GSH.ikewise,
overpayment of subsidy for Hybrid Rice Seeds-0f4#7 million was noted in
RFU 11l due to double and undocumented paym@atsservation No. 12).

6. The payments of the CNA Incentives and other allmea by OSEC, RFUs I,
1, 1V, VLVII, XI and XII amounting to+85,094,496.85 were not in compliance
with DBM Circular No. 2006-1 dated February 1, 2008SLMC No. 4, Series of
2002, and other issuances on the grant of alloveeser vation No. 13).

The more significant Value for Money audit obseivas include:

1. Priority Development Assistance Fund (PDAF) to@lie74.740 million in DA-
RFUs CAR, IllI, V, VII, Xl, & XIIl were expended fogricultural supplies and
equipment and administrative cost, instead ofzirig the funds for livelihood
projects thereby hindering the attainment of inseediversified income generating
opportunities for the poor and decrease povertgance(Observation No. 19).

2. PDAF released to RFU VII ¢£17939,920.00 for livelihood project was utilized fo
the purchase of fertilizers for th8%District of Negros Oriental but were not used
during the planting season it was intended fore Tte delivery, the non-conduct
of crash training program on its application and poor quality of the fertilizers
contributed to the non attainment of the purposehef farm input assistance.
Similarly, fertilizers and polybag amounting te149,513.00 bought out of the
PDAF for livelihood were not distributed on time totended beneficiaries in
Region 1X, thus depriving them of its immediate (Gbservation No. 20).

3. The implementation of the PDAF project worthGPmillion for Input Assistance
and Capability Building Program (IACBP) of the 102@rgeted indigent farmers of
Kalinga Province is not effectively carried out IBukid-Tanglaw Livelihood



Foundation, Inc., the proponent NGO in DA-RFU CAR)e input assistance in the
form of Mega BIO-Organic Liquid Fertilizer was ndéilly appreciated by the

farmers and the implementation of the Capabilityldng Program was limited to

the briefing on the application of fertilizer buailed to include modules on
livelihood projects as provided in the M(g®bservation No. 23).

A total of £266.00 million were spent in the purchased of lieetis thru transfer of
funds to NGO during the year1P2.00 million of which was sourced from PDAF
and-4.00 million from GMA Rice and Corn Program fundt lalid not improve
farmer’s yield as only total yield of 408,774 netions of rice and 86,434 metric
tons were achieved for an area of 55,057 hec{@leservation No. 24).

Support for Emergency Livelihood Assistance Progré8ELAP) funds of
P2,099,196.66 intended for socio-economic upliftmes used instead to pay
various expenses depriving the intended farmer fimaees of availing the
benefits of the prograif©bservation No. 25).

Briefly, some of the recommendations made by themteo correct the foregoing
deficiencies mentioned are:

a.) Financial audit issues

b.)

1.
2.

3.
4.

5.

6.

7.

To reconcile variances and correct accounting sratfecting the accounts;

To enforce liquidation of outstanding cash advarares fund transfers to agencies
particularly NGOs/POs;

To remit cash balances totaling P374million toNaional Treasury;

To adjust all the deficiencies and understatemeet&tatement noted in the audit
of accounts;

To stop the practice of transferring regular fuadd PDAF related projects to other

agencies if the funds will again be transferredtteer agencies;

To perform a careful screening of the NGOs and keqgpto whom government
funds are entrusted ensuring that only those lggitimate existence and relevant
purposes are selected; and

To intensify collection of receivables.

Compliance Issues

1.

arwn

o

To take caution in releasing ASA/NTA to avoid urgigmwithdrawal and double
issuances of NTA;

To submit inventory reports for both supplies aREP

To revert long outstanding payables

To institute measures to recover excessive payments

To require the refund of all benefits given to pearsel and officials of the DA
without legal basis;

To require FRU VIl to stop the practice of enterimgo contract where
consideration is in kind; and



7. To reconsider the policy on rice seed subsidy lgbdishing reasonable cost of
seeds to reduce government subsidy and farmerisyequ

c.) VFM Issues

1. To establish better coordination between DA andslatprs to align projects with
agency'’s priority program;

2. To monitor program implementation whether the sewftfunds is from PDAF or
regular releases of DA; to ensure that benefitshesthe farmer beneficiaries; and

3. To continue to improve the policies and procedunethe implementation of the
different programs of the DA to attain mandatedigioa

G. Implementation of Prior Years’ Audit Recommesgittbns

Out of last year’s 225 audit recommendations, A08% were fully implemented,
105 or 47% were partially implemented while 52 8%@2were not implemented, and 16 or
7% are in the process of implementation and 12 %r Wwere not acted upon by
management.

The observations which were unimplemented are hersierated. Details of the
status of implementation of prior years recommeindatare shown iAnnex 5.
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Republic of thihilippines
COMMISSION ON AUDIT
NATIONAL GOVERNMENT SECTOR
CLUSTER VI — AGRICULTURE AND ENVIRONMENT
Commonwealth Avenue, Quezon City

AUDIT CERTIFICATE

The Honorable Secretary
Department of Agriculture
Quezon City

Pursuant to Section 2, Article IX-D of the Philippine Constitution and pertinent
provisions of Presidential Decree No. 1445, we have audited the accompanying balance sheet
of the Department of Agriculture as of December 31, 2005 and the related statements of
income and expenses and cash flows for the year ended. These financial statements are the
responsibility of the Auditee. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted state 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. Our audit included
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. It also included assessing the accounting principles used and significant estimates
made by the Auditee, as well as, evaluating the overall financial statement. We believe that
our audit provides a reasonable basis for our opinion.

There is reason to believe that the financial statements are not free of material
misstatements due to the following:

1. There are unreconciled differences totaling £118.085 million between the books and
the bank balances of various cash accounts and errors totaling £176.727 million
arising from (@) overstatement of £156.123 million of the Cash-DO balance due to
unliquidated but expended advances for payroll and operating expenses; and (b) a net
overstatement of £20.604 million resulting from unrecorded transactions and other
errors (Observation No. 1).

2. Tota reported receivables of P12.008 billion include (a) long outstanding but
expended advances for travels and other receivables from officers and employees
totaling £133.935 million; (b) loans receivable of £5.002 billion from GOCCLGUs,
of which P769.804 million are either unsupported, disputed as grants or NFA
receivables, etc.; (c) unliquidated fund transfers to NGAs GOCCs LGUY NGOs
expended for project implementation totaling £5.035 billion; and (d) various
accounting errors resulting in a total net understatement of £36.189 million of the
receivable accounts (Observation No. 5).

3. There is a net understatement of £129.291 million in the books due to errors and
unreconciled difference of £1.134 billion between the books and the physical count
reports of Inventory account balances (Observation No. 8).

1



4. The net book value of Property, Plant and Equipment (PPE) accounts amounting to
P55.795 billion are unrealiable because of (&) unreconciled difference of B3.572
billion between the balances per books and the inventory reports; (b) various errorsin
recording PPE accounts resulted in a net understatement of £311.947 million; (c)
inclusion of unserviceable/transferred PPE valued at £26.403 million; (d)
misclassification of accounts totaling £1.871 million; and (e) insufficient provision of
allowance for depreciation for depreciable assets totaling £29.701 billion, of which
only P1.546 billion or 5.21% was provided as accumulated depreciation
(Observation No. 9).

5. Reported current liabilities totaling £4.730 billion are doubtful because of (@) long
outstanding accounts payable aged more than two years totaling £1.265 billion which
should have been reverted to the unappropriated surplus of the government; (b) errors
found in various payable accounts resulting in a net understatement of P49.277
million; (c) payables of P33.794 million which are undocumented and without
subsidiary ledger; and (d) misclassification of some payable accounts totaling £5.639
million (Observation No. 10).

6. There was a net understatement of various expense accounts amounting to £20.466
million due to various errors in recording transactions affecting expenses
(Observation No. 11).

7. There were excessive costs totaling £49.80 million noted in the (a) purchases made
by RFUs V, VII, and IX amounting to £38.14 million; and (b) contract entered into
by OSEC with Geospatial Solutions, Inc. by P11.67 million because of (i) RFU V
practice of direct contracting; (ii) procurement by NGO/PO in RFU VII; and (iii)
limited canvass/bidding adopted by RFU X and OSEC. Likewise, overpayment of
subsidy for Hybrid Rice Seeds of P0.477 million was noted in RFU [11 due to double
and undocumented payments (Observation No. 12).

In our opinion, because of the effects of the matters discussed in the preceding
paragraph, the financial statements referred to above do not present fairly in conformity with
generally accepted accounting principles the financial position of the Department of
Agriculture as of December 31, 2006 and the results of its operations and its cash flows for
the year then ended.

COMMISSION ON AUDIT
By:
WINNIE ROSE H. ENCALLADO

Director 1V
April 13, 2007



STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of DEPARTMENT OF AGRICULTURE is responsible for all
information and representations contained in the accompanying Consolidated Balance
Sheet of the Regular Agency Book as of December 31, 2006 and the Related
Consolidated Statement of Income and Expenses for the quarter then ended. The
Financial Statements have been prepared in conformity with generally accepted state
accounting principles and reflect amounts that are based on the best estimates and
informed judgment of management with an appropriate consideration to materiality.

In this regard, management maintains a system of accounting and reporting which
provides for the necessary internal controls to ensure that transactions are properly
authorized and recorded, assets are safeguarded against unauthorized use or disposition
and liabilities are recognized.

OPHELIA P. AGAWIN BELINDA A. GONZALES
Director Undersecretary for
Financial and Management Services Admin. and Finance



Part lll - Status of Implementation of Prior Year’s Audit
Recommendation

Out of last year’s 225 audit recommendations, 40886 were fully implemented,
105 or 47% were partially implemented while 52 8%®2were not implemented, and 16 or
7% are in the process of implementation and 12%6mire not acted upon by management.

The observations which were unimplemented are heederated. Details of the
status of implementation of prior years recommeindatare shown iAnnex 5.
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Republic of the Philippines

_— = DEPARTMENT OF AGRICULTURE
Office of the Secretary
Elliptical Road, Diliman, Quezonti
COMPARATIVE DETAILED BALANCE SHEET
AS OF DECEMBER 31, 2006 & 2005
CONSOLIDATED
In (P '000)
Account Name 2006 2005
ASSETS
CURRENT ASSETS
CASH (Note 6)

Cash - Collecting Officers 7,159 4,539

Cash - Disbursing Officers 238,201 244,322

Petty Cash Fund 1,670 1,291

Cash - National Treasury, Modified Disbursementst&y (MDS) 750,774 453,854

Cash - Local Currency, Bangko Sentral ng Pilipinas 2 2

Cash in Bank-Local Currency,Current Account 1,458,75 1,481,329

Cash in Bank-Local Currency, Savings Account 5,938 6,864

Cash in Bank-Local Currency, Time Deposit 182,049 182,099

Cash in Bank-Foreign Currency, Savings Account 62,11 101,681

Total Cash 2,701,667 2,475,981
RECEIVABLES (Note 7)

Accounts Receivable 19,598 18,234
Less: Allowance for Doubtful Accounts - Accounts Receivable 4,852 4,852
Accounts Receiveable - Net 14,746 13,383

Due from Officers and Employees 167,872 171,278

Loans Receivable - GOCCs 2,517,566 2,589,958

Loans Receivable - LGUs 243,528 254,411

Loans Receivable - Others 2,241,032 2,173,236
Less: Allowance for Doubtful Accounts- LR - Others 53,867 43,715
Loans Receivables - Others - Net 2,187,165 2,129,521

Due from National Treasury 99,102 92,714

Due from NGAs 1,891,456 1,863,245

Due from GOCCs 1,922,666 1,398,897

Due from LGUs 1,424,495 883,655

Due from NGOs/POs 1,132,415 1,309,362

Due from Central Office 126 -

Due from Regional Offices/Staff Bureaus 78,701 104,762

Due from Operating Units 42,698 630

Due from Other Funds 20,878 35,351

Receivables-Disallowances/Charges 169,341 145,014

Other Receivables 35,870 21,213

Total Receivables 11,948,626 11,013,393




COMPARATIVE DETAILED BALANCE SHEET
AS OF DECEMBER 31, 2006 & 2005
CONSOLIDATED

In (P '000)
Account Name 2006 2005
INVENTORIES (Note 8)
Raw Materials Inventory 646 646
Work-In-Process Inventory 185 178
Finished Goods Inventory 182 122
Merchandise Inventory 174 174
Office Supplies Inventory 211,024 240,088
Accountable Forms Inventory 2,360 1,615
Animal/Zoological Supplies Inventory 5,452 3,646
Drugs and Medicines Inventory 3,983 3,914
Medical, Dental And Laboratory Supplies Inventory 3,264 42,452
Gasoline, Oil and Lubricants Inventory 3,893 5,649
Agricultural Supplies Inventory 80,911 87,147
Textbooks and Instructional Materials Inventory 233 233
Military & Police Supplies - 37
Other Supplies Inventory 42,975 42,740
Spare Parts Inventory 4,307 6,141
Construction Materials Inventory 11,013 8,586
Livestock Inventory 985,643 1,016,340
Crops and Fruits Inventory 13,384 12,468
Other Agricultural, Fishery and Forestry Productgeintory 6,147 6,963
Total Inventories 1,415,765 1,479,137
PREPAYMENTS (Note 9)
Prepaid Rent 166 799
Prepaid Insurance 2,751 2,173
Deposit on Letters of Credit 139,860 139,860
Advances to Contractors 916,867 837,967
Deferred Charges 1,139 -
Other Prepaid Expenses 118,426 102,575
Total Prepayments 1,179,210 1,083,375
OTHER CURRENT ASSETS
Guaranty Deposits 6,495 6,820
Other Current Assets 19,355 19,311
Total Other Current Assets\ 25,849 26,131
Total Current Assets 17,271,11 16,078,01
INVESTMENTS
Investments in Treasury Bills - 18,030
Investments in Stocks 606 606
Other Investments and Marketable Securities 122,490 121,201
Total Investments 123,09¢ 139,83




COMPARATIVE DETAILED BALANCE SHEET

AS OF DECEMBER 31, 2006 & 2005

CONSOLIDATED

In (P '000)
Account Name 2006 2005
PROPERTY, PLANT & EQUIPMENTS (Note 10)
Land 599,840 730,732
Land Improvements 22,711,851 22,601,792
Electrification, Power and Energy Structures 192 143
Office Buildings 2,148,594 2,164,064
Markets and Slaughterhouses 7,177 7,177
Other Structures 407,828 355,073
Leasehold Improvements, Buildings 1,525 600
Office Equipment 651,083 637,266
Furniture and Fixtures 233,570 216,075
IT Equipment and Software 392,545 330,390
Library Books 2,913 2,856
Machineries 147,525 90,833
Agricultural, Fishery and Forestry Equipment 869,553 299,426
Communication Equipment 65,142 56,925
Construction and Heavy Equipment 11,134 57,663
Firefighting Equipment and Accessories 1,078 946
Medical, Dental and Laboratory Equipment 72,089 63,300
Military and Police Equipment 146 146
Technical and Scientific Equipment 386,770 368,826
Other Machineries and Equipment 463,848 437,361
Motor Vehicles 685,847 670,878
Aircraft and Aircraft Ground Equipment 23,366 23,366
Watercrafts 19,529 19,639
Other Transportation Equipment 1,666 470
Other Property, Plant and Equipment 397,766 472,183
Construction in Progress - Agency Assets 1,591,327 1,589,860
Construction in Progress - Roads, Highways anddggsd 85,710 70,750
Construction in Progress - Artesian wells, Resesyd?ump. Sta. & Con. 7,615 7,510
Construction in Progress - Irrigation, Canals aatetals 24,982,498 21,068,522
Construction in Progress - Waterways, Aqueductsy&ks Riverwalls,etc. 1,843 436
Construction in Progress - Other Public Infrastiues 159,447 159,920
Work/Other Animals 68,050 64,669
Breeding Stocks 76,157 67,008
items in Transit 67,710 75,991
Total Property, Plant and Equipment 57,342,935 52,712,795
Less: Accumulated Depreciations 1,546,229 1,257,562
Total Property, Plant and Equipment - NET 55,796,70 51,455,23
OTHER ASSETS (Note 11)
Other Assets 30,699 26,340
Accumulated Depreciation - Other Assets 1,262 1,429
Total Other Assets - Ne 29,43; 24,91
TOTAL ASSETS 73,220,35 67,697,99




COMPARATIVE DETAILED BALANCE SHEET
AS OF DECEMBER 31, 2006 & 2005
CONSOLIDATED
In (P '000)

Account Name 2006 2005

LIABILITIES AND EQUITY

LIABILITIES
CURRENT LIABILITIES (Note 12)

Accounts Payable 2,966,860 3,448,554
Due to Officers and Employees 24,731 21,670
Due to National Treasury 7,333 4,096
Due to BIR 156,764 132,484
Due to GSIS 13,708 26,854
Due to PAG-IBIG 3,676 4,516
Due to PHILHEALTH 3,124 4,076
Due to Other NGAs 568,084 667,659
Due to Other GOCCs 422,649 350,636
Due to LGUs 158,581 27,283
Due to Central Office 31,630 52,343
Due to Regional Offices/Staff Bureaus 3,821 1,030
Due to Other Funds 28,077 35,335
Guaranty Deposits Payable 144,316 195,962
Performance/Bidders/Bail Bonds Payable 14,714 14,044
Tax Refund - 30
Other Payables 186,352 254,458
Total Current Liabilities 4,734,422 5,241,031
LONG TERM LIABILITIES
Bonds Payable - Domestic 15 2
Loans Payable - Domestic 10,955 6,075
Total Long-Term Liabilities 10,970 6,077
DEFERRED CREDITS
Other Deferred Credits 95,031 87,900
Total Deferred Credits 95,031 87,900
TOTAL LIABILITIES 4,840,42 5,335,00!
EQUITY
Government Equity (Note 15 68,379,93 62,362,98
TOTAL LIABLITIES AND EQUITY 73,220,35 67,697,99




Republic of the Philippines

_— = DEPARTMENT OF AGRICULTURE
Office of the Secretary
Elliptical Road, Diliman, Quezonyi

COMPARATIVE DETAILED STATEMENT OF INCOME AND EXPENS ES
FOR THE YEAR ENDED DECEMBER 31, 2006 & 2005
CONSOLIDATED

In (P '000)
Account Name 2006 2005
INCOME
Subsidy Income from National Governmé@Nbte 13) 12,574,089 11,077,588
Subsidy from Central Office 14,534 87,518
Subsidy from Regional Office/Staff Bureau 2,454 0
Subsidy from Other Funds 0 140
Subsidy from Subsidiaries/Affiliates 6,837 0
Registration Fees 552 625
Clearance and Certification Fees 1,540 1,146
Inspection Fees 68,337 46,362
Medical, Dental and Laboratory Fees 1,877 1,526
Seminar Fees 811 100
Other Service Income 493 1,616
Fines and Penalties - Service Income 1 4
Income from Dormitory Operations 496 405
Rent Income 455 175
Sales Revenue 7,970 7,345
Less Cost of Good Sold (21) 0
Other Business Income 3,471 8,075
Income from Grants & Donations 89,042 6,203
Interest Income 176 178
Miscellaneous Income 3,707 1,777
Other Fines and Penalties 422 121
Gain on Foreign Exchange (FOREX) 14,374 0
Gain on Sales of Disposed Assets 9 0
TOTAL INCOME (Note 14) 12,791,626 11,240,905
Less: EXPENSES
Personal Services
Salaries & Wages-Regular pay 1,165,703 1,180,362
Salaries & Wages-Casual 26,417 31,242
Salaries & Wages-Contractual 22,672 28,027
Personnel Economic Relief Allowance (PERA) 52,559 51,831
Additional Compensation (ADCOM) 148,879.26 51,902
Representation Allowance (RA) 10,938 10,720
Transportation Allowance (TA) 6,453 6,160
Clothing/Uniform Allowance 35,752 34,081
Subsistence, Laundry and Quarter Allowance 754 360
Productivity Incentive Allowance 16,950 18,841



COMPARATIVE DETAILED STATEMENT OF INCOME AND EXPENS ES
FOR THE YEAR ENDED DECEMBER 31, 2006 & 2005
CONSOLIDATED

In (P '000)
Account Name 2006 2005

Overseas Allowance 33,599 33,735
Other Bonuses and Allowances 23,117 32,635
Honoraria 399 361

Hazard pay 702 191

Longevity Pay 3,009 2,199
Overtime and Night Pay 103 536

Cash Gift 42,621 49,994
Year End Bonus 98,201 98,869
Life and Retirement Insurance Contributions 144,083 143,804
PAG-IBIG Contributions 10,696 10,885
PHILHEALTH Contributions 12,562 11,197
ECC Contributions 9,394 8,391
Retirement Benefits - Civilian 2,808 3,592
Terminal Leave benefits 47,227 72,726
Health Workers' Benefits 79 74

Other Personnel Benefits 154,838 134,595

Total Personal Services 2,070,515 2,017,312
Maintenance and Operating Expenses

Traveling Expenses-Local 221,295 156,088
Traveling Expenses-Foreign 11,541 6,905
Training Expenses 124,060 75,029
Scholarship Expenses 3,017 13,891
Office Supplies Expenses 121,346 78,492
Accountable Forms Expenses 728 531

Animal/Zoological Supplies Expenses 26,761 18,490
Food Supplies Expenses 65 246

Drugs and Medicines Expenses 2,997 5,492
Medical, Dental And Laboratory Supplies Expenses 32,168 15,233
Gasoline, Oil and Lubricants Expenses 95,611 65,757
Agricultural Supplies Expenses 730,567 564,131
Textbooks and Instructional Materials Expenses 62 25

Other Supplies Expenses 50,241 32,272
Water Expenses 19,418 17,655
Electricity Expenses 114,849 85,938
Cooking Gas Expenses 137 118

Postage and Deliveries 2,208 2,391
Telephone Expenses - Landline 52,874 39,174
Telephone Expenses - Mobile 12,178 10,580
Internet Expenses 4477 4,071
Cable, Satellite, Telegraph, and Radio Expenses 12,715 14,667
Membership Dues and Contributions to Organizations 474 494

Awards & Indemnities 4,398 917

Advertising Expenses 6,102 5,356
Printing and Binding Expenses 7,880 7,497
Rent Expenses 26,048 22,991
Representation Expenses 14,874 15,758



COMPARATIVE DETAILED STATEMENT OF INCOME AND EXPENS ES
FOR THE YEAR ENDED DECEMBER 31, 2006 & 2005
CONSOLIDATED
In (P '000)

Account Name 2006 2005

Transportation and delivery Expenses 3,819 2,845
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COMPARATIVE DETAILED STATEMENT OF INCOME AND EXPENS ES

FOR THE YEAR ENDED DECEMBER 31, 2006 & 2005

CONSOLIDATED

In (P '000)

Account Name 2006 2005
Storage Expenses 0 1
Subscription Expenses 1,946 1,802
Survey Expenses 10 600
Rewards and Other Claims 46,535 14,689
Legal Services 3,036 1,164
Auditing Services 5,403 3,201
Consultancy Services 129,149 72,898
Environment/Sanitary Services 14 45
General Services 55,426 35,132
Janitorial Services 16,832 15,331
Security Services 47,557 39,221
Other Professional Services 89,671 70,899
Repairs and Maintenance - Land Improvements 2,968 1,979
Repairs and Maintenance - Electrification, Powet Bnergy Structures 79 100
Repairs and Maintenance - Office Buildings 35,843 14,578
Repairs and Maintenance - Markets and Slaughteglsous 0 0
Repairs and Maintenance - Other Structures 6,850 4,212
Repairs and Maintenance - Office Equipment 4,819 3,650
Repairs and Maintenance - Furniture and Fixtures 608 426
Repairs and Maintenance - IT Equipment and Software 6,093 3,907
Repairs and Maintenance - Machineries 155 245
Repairs and Maintenance - Agricultural, Fishery Backstry Equipment 457 525
Repairs and Maintenance - Communication Equipment 235 357
Repairs and Maintenance - Construction and HeawjpEtent 0 a7
Repairs and Maintenance - Firefighting Equipmet Accessories 22 112
Repairs and Maintenance - Medical, Dental and Latooy Equipment 729 542
Repairs and Maintenance - Technical and Scieftjigipment 841 432
Repairs and Maintenance - Other Machineries andpBrgnt 1,505 652
Repairs and Maintenance - Motor Vehicles 66,214 39,583
Repairs and Maintenance - Other Property, PlanEapdpment 198 128
Repairs and Maintenance - Roads, Highways and &sidg 121 0
Repairs and Maintenance - Ports, Lighthouses amnodrs 55 14
Repairs and Maintenance - Artesian Wells, ResesyBiumping Stations & Con. 123 128
Repairs and Maintenance - Irrigation, Canals artdraés 4,318 1,012
Repairs and Maintenance - Other Public Infrastmestu 1,000 5,443
Subsidy to National Government Agencies 2,190 4,001
Subsidy to Operating Units 5,567 87,518
Subsidy to Local Government Units 55,333 18,058
Subsidy to Government Owned and Controlled Corjmrat 0 25,000
Subsidy to NGOs/POs 2,435 19,923
Donations 857,887 998,692
Extraordinary Expenses 1,925 2,058
Miscellaneous Expenses 2,002 2,554
Taxes, Duties and Licenses 42,166 18,523
Fidelity Bond Premiums 2,543 2,792
Insurance Expenses 13,004 11,514
Bad Debts Expenses 10,269 3,193
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COMPARATIVE DETAILED STATEMENT OF INCOME AND EXPENS ES
FOR THE YEAR ENDED DECEMBER 31, 2006 & 2005
CONSOLIDATED
In (P '000)

Account Name 2006 2005

Depreciation - Land Improvements 15,063 38,049
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COMPARATIVE DETAILED STATEMENT OF INCOME AND EXPENS ES
FOR THE YEAR ENDED DECEMBER 31, 2006 & 2005
CONSOLIDATED

13

In (P '000)
Account Name 2006 2005
Depreciation - Electrification, Power and Energyustures 10 8
Depreciation - Office Buildings 27,801 24,785
Depreciation - Markets and Slaughterhouses 476 34
Depreciation - Other Structures 6,648 2,925
Depreciation - Leasehold Improvements, Buildings 0 38
Depreciation - Office Equipment 63,598 17,196
Depreciation - Furniture and Fixtures 4,879 3,310
Depreciation - IT Equipment and Software 22,244 16,476
Depreciation - Library Books 64 100
Depreciation - Machineries 81 45
Depreciation - Agricultural, Fishery and Forestguipment 8,398 14,370
Depreciation - Communication Equipment 3,308 2,893
Depreciation - Construction & Heavy Equipment 0 0
Depreciation - Firefighting Equipment and Accesssri 39 40
Depreciation - Medical, Dental and Laboratory Equémt 4,348 3,004
Depreciation - Military and Police Equipment 0 14
Depreciation - Technical and Scientific Equipment 16,480 15,329
Depreciation - Other Machineries and Equipment 6,795 5,642
Depreciation - Motor Vehicles 12,069 13,824
Depreciation - Aircraft and Aircraft Ground Equipnte 0 213
Depreciation - Other Transportation Equipment 7 22
Depreciation - Other Property, Plant and Equipment 633 1,749
Depreciation - Other Assets 0 50
Tax refunds 1 0
Remittance to National Treasury from Asset Disposal 95 27
Loss of Assets 1,227 83,691
Other Maintenance and Operating Expenses 396,942 268,079
Loss on Foreign Exchange (FOREX) 1,917 1,817
Loss on Sales of Disposed Assets 60 335
Total Maintenance and Operating Expenses 3,820,229 3,303,975
Financial Expenses
Bank Charges 582 575
Documentary Stamps Expenses 1 0
Interest Expenses 2 3
Other Financial Charges 11 302
Total Financial Expenses 596 881
TOTAL EXPENSES (Note 14) 5,891,340 5,322,168
EXCESS OF INCOME OVER EXPENSES 6,900,286 5,918,737
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Republic of the Philippines
DEPARTMENT OF AGRICULTURE
Office of the Secretary
Elliptical Road, Diliman, Quezont{i

COMPARATIVE STATEMENT OF GOVERNMENT EQUITY
AS OF DECEMBER 31, 2006 & 2005

CONSOLIDATED

In (P '000)
Account Name 2006 2005

Government Equity, Beginninc 62,362,98 59,820,84
Receipt of :

Property, Plant and Equipment 22,636 512
Transfer/Disposal of :

Property, Plant and Equipment (5,137) (5,337)
Adjustments :

Reclassificaiton of various equipment charge againosount 416 2,913

Erreneous transfer of account balances to BPI (A@&3) 18,030

Erroneous Classification 283 (437)

Erreneus Entry 546

Unrecorded CIB-FCSA-DFIMDP 8,444

Adjustment by UDP 1,013

Adjustment by BAI (108,052) 8,093

Adjustment by Region 10 (Other Asset) (159) (23)

Adjustment by ATI 1,572

Adjustment by Region 4 (Other Asset) 165

Adjustment by Region 3 858

Adjustment by Region 2 44,449 (221,408)
Total 62,341,559 59,611,231
Retained Operating Surplus

Current Operations 6,900,286 5,918,928

Prior Years' Adjustment (774,443) (2,593,240)

6,125,843 3,325,688

Property, Plant and Equipment - Public Infrastreetu (87,468) (573,928)
Government Equity, End 68,379,93 62,362,99
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Republic of the Philippines

= 7~ DEPARTMENT OF AGRICULTURE
Office of the Secretary
Elliptical Road, Diliman, Quezonti

COMPARATIVE CONSOLIDATED CASH FLOWS
AS OF DECEMBER 31, 2006 & 2005

In (P '000)
Account Name 2006 2005
Cash Flow from Operating Activities:
Cash Inflows:
Receipt of Notice of Cash Allocation (NCA) 11,182,592 8,131,504
Receipt of Notice of Transfer Allocation (NTA) fro@0/RO 3,300,692 2,929,496
Receipt of Inter-Agency cash/fund transfer 787,322 1,070,635
Receipt of Intra-Agency fund transfer - 6,764
Receipt of Funding Check from CO/RO 260 -
Cash receipts from all sources of reveus/income 100,370 110,590
Receipt of Bid Documents 303 -
Receipt of Trust Fund from Central Office 24,722 13,530
Receipt of refunds of cash advances or excess payme 53,620 54,727
Receipt from other funds - 1,048
Collection of Receivables 20,822 7,701
Collection of Income/Revenues 1,085 61,618
Collection of Interest Earned 264 833
Collection of Insurance 245 -
Collection of Administrative Cost 488 -
Collection of STW/Other Loan Repayments - 760
Collection of sale of Tender Documents 1,022 -
Collection of Fees for BAI 202 197
Collection of Sales of Livestock 289 -
Cash Receipt for Long Term Payables - 3,000
Receipt of renumeration from GSIS and HDMF 69 -
Receipt of withdrawn Treasury Bill (RF-163) 21,783 -
Cash receipts ( Incentive ) from HDMF, GSIS, Resilafe 3,742 72
Cash receipts from rendition of service 43 -
Proceeds from sale of palay seeds from Philrice(MIERC) - 204
Cash Receipt from payment of HDMF,Multi-purpose i@SIS Salary, Cash Advance - 210
Receipt of cash prize from Livestock Developmenti@sl 30 -
Receipt of Payment from STW etc 1,938 -
Receipt from sale of Disposed Assets 3 -
Receipt of Payment of Performance/ Bidders/ Baitd@o 3,696 4,742
Receipt of Payment of Disallowances 293 64
Receipt of funds from other Government Agency (NIA) 3,000 -
Receipt of cash advances from NGAs 49,914 -
Receipt of taxes withheld from Special Disbursirfig®r 33 29
Receipt of Refund of excess of Inter-Agency furahgfers 58 72
Receipt of cash equivalent to unobligated balafetl@ment to CO/RO - 10
Receipt of Cash Dividends - 0
Receipt of Grants and Donations 100,483 8,913
Receipt of Interest Income/Credit Advice from thanR 325 235
Receipt of cash for Long-term Payables 710 -
Receipt of cash transfer from ACEF Loans 4,880 -

13



COMPARATIVE CONSOLIDATED CASH FLOWS
AS OF DECEMBER 31, 2006 & 2005

In (P '000)
Account Name 2006 2005
Receipt of cash transfer from ATI-CO 4,558 -
Receipt of Interest Income for funds held in trust - 135
Fund Transfer to Research Stations - 82,484
Transfer of Cash to Disbursing Officer 76,311 166
Receipt of Income for Revolving Trust Fund 6,212 8,878
Restoration of cash for cancelled/stale for curoperating expenses 197,876 206,742
Restoration of cash for unreleased checks foeatimperating expenses 509,770 -
Restoration of cash for bank charges in Decemb@b 20 0 -
Receipt of cash for transfer to LGUs 24,314 -
Receipt of cash transfer from other funds 7,591 -
Restoration of cash due to adjustment of erroneserding of prior years' collections 0 72
Adjustment for prior years' cash receipt of biddesad - 132
Adjustment for prior years' collection of sale af documents deposited with AGDB - 3
Adjustment in recording of cash 31,509 115,486
Cash Transfer from dollar account - 2,077
Total Cash Inflows 16,523,435 12,823,132
Cash Outflows:

Cash payment of operating expenses 4,652,762 4,103,207
Payments for Prior Year Accounts Payable

Cash payment of payables incurred in operation 464,408 686,494
Cash payment of other payables - 10,714
Cash purchase of inventories 355,108 295,667
Cash Payment of Retirement/Terminal Leave 15,136 15,414
Cash Payment of Prepaid Expenses 31,337 10,667
Granting of cash advances/petty cash fund 604,393 612,816
Granting of cash advances to contractors (mobitinht - 500
Granting of Loans/Other NAFC LEAD 5,214 -
Refund of Performance/Bidders/Bail Bonds 5,378 3,061
Refund of loans 10,355 -
Refund of Fund transfers - 3,489
Refund of Guaranty Deposit Payable 17,889 -
Remittance of withholding taxes except thru TRA 8,200 4,253
Remittance of GSIS/Pag-lbig/Philhealth Payable 322,649 367,189
Deposit/Remittance to National/Bureau of Treasury 32,962 61,060
Remittance of Fees collected/fund transfer to BAI 981 606
Remittance of various salary deductions 38,219 7,543
Deposit/Remittance to NSICs account 733 964
Deposit/Remittance to NAFC account 8 -
Cash Payment of funds held in trust 33,054 33,888
Cash Payment of SVLF Loans/Insurance 4,434 -
Payment out of received inter-agency fund transfer 954,159 -
Cash Payment Prior Years reverted claims 32,044 -
Prepayments made for operating expenses 23,193 -
Liquidation of CA granted in Prior Year to Cash Rissing Officer 55,280 80,877
Unliquidated cash advances granted to Disbursifiged 6,656 -
Unliquidated cash advances granted during the year 96,607 13,080
Unliquidation inter-agency fund transfer during tfear ( MOOE ) 1,199,126 861,928
Release of funds to Operating Units 138,312 242,640
Release of fund transfer - LGUs/NGAs/Pos/GOCCs/f3the 198,434 190,215
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COMPARATIVE CONSOLIDATED CASH FLOWS
AS OF DECEMBER 31, 2006 & 2005

In (P '000)
Account Name 2006 2005
Reversing entry for the restored unreleased/staeks 311,069 49,876
Release of funds thru funding check 16,700 -
Release of funds as inter-agency cash/fund transfer 457,697 850,814
Release of funds thru Notice of Transfer of Allocat 171,402 2,977,596
Cash advances granted/increase to Cash-Disburgiicgr® Account/travel during the - 844
Return of cash equivalent to unobligated balaiedlatment 5,500 35
Remittance/Payment of Interest/Bank Charges 215 305
Remittance of sales of palay seeds to Philrice - 204
Cash Payment Prior Years reverted claims/AP) 399,023 125,643
Reversion of unused NCA/NTA 363,580 471,063
Reversion of unused Working Fund 644 -
Reversion of imprest fund 2,815 -
Reversion of unused JICA Fund 216 -
Transfer of Notice of Transfer of Allocation (NT£&) ROs 4,777,682 -
Issuance of Funding of Checks to ROs 280,788 -
Loss of Foreign Currency Deposits 839 190
Withdrawal made by bank thru Debit Memo (re:errargebank charges) - 0
Conversion of foreign currency to peso currency 87 2,125
Adjustment of cash Re:reverted cash 322 -
Adjustment 34,426 174,520
Total Cash Outflows 16,130,034 12,259,487
Cash Provided by Operating Activities 393,402 563,644
Cash Flow from Investing Activities:
Cash Inflows:
Receipt of Notice of Cash Allocation (NCA) 3,358,138
Receipt of Notice of Transfer Allocation (NTA) fro@0/RO 48,100
Receipt of Intra-Agency fund transfer 8,749
Receipt of refunds of cash advances or excess payme 36,791
Receipt of other receivables 3,887
Receipt of other funds 37,706
Receipt of other accounts 34,143
Receipt of Irrigators Association Equity 1,338
Receipt of Perforamnce/Bidders/Bail Bonds 254
Adjustments 4,684
Redemption of long-term investment or repaymerioing-term loans 15,000 -
Cash receipts from CIB - LC Time deposits 75,879
Total Cash Inflows 15,000 3,609,670
Cash Outflows:
Cash payments of payables incurred in operation 310,435
Cash payments of Prepaid Expenses 172
Remittance of withholding taxes (excludes TRA) 135,295
Deposit/Remittances to National/Bureau of Treasury 1,986
Release of Funds transfers - LGUsS/NGAs/POs/GOCtbells 68,619
Release of fund as inter-agency cash/fund transfers 69,660
Remitttance/Payment of Interest/Bank Charges 2
Granting of cash advances/petty cash fund/otheivalles 62,473
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COMPARATIVE CONSOLIDATED CASH FLOWS
AS OF DECEMBER 31, 2006 & 2005

16

In (P '000)
Account Name 2006 2005
Granting of cash advances to contractors (mobitinht 21,972
Refund of Perfroamnce/Bidders/Bail Bonds 8,189
Cash purchase of Property, Plant and Equipment 123,074 2,055,265
Cash payments of Prior Year Accounts Payable ®ptirchase/construction of PPE 11,467 85,728
Investment in GOCC/GFI - 577,334
Cash payment to Construction in progress - 1,902
Cash payment of long-term investments - 598
Payment of advances to contractors 61,632 181
Payment of refund for guaranty deposits of contract 317 264,972
Unliquidatedd Inter-agency fund transfer for thelpase/construction of PPE 425 -
Release of Inter-agency fund transfer receivedhferpuchase/construction of PPE 4,292 3
Total Cash Outflows 201,206 3,664,785
Cash Provided by Investing Activities (186,206) (55,115)
Cash Flow from Financing Activities:
Cash Inflows:
Receipt of Notice of Casgh Allocation (NCA) 13,951
Increase in Cash in Bank - SA Fund 171 8,897
Receipt of cash from Domestic/Foreign Loans 18,463 441
Receipt of Interest Income 28
Total Cash Inflows 18,491 23,289
Cash Outflows:
Reversing entry for the unreleased/stale checks 2
Transfer of Notice of Cash Allocation (NCA) 4,115
Deposit/Remittnces to National/Bureau of Treasury 3
Cash payment for current operating expenses 18,228
Unliquidated Cash Advance granted for travel duthegyyear 8
Cash Purchase of supplies and other inventory items 8
Prepayment made for operating expenses 390
Payment for Prior Years Accounts Payable 154
Unliquidated Cash Advance/fund transfer 1,446
Loss on foreign currency deposit 319
Cash payment of operating expenses - Fund 171 2,741
Granting of cash advance - Fund 171 2,061
Total Cash Outflows - 29,474
Cash Provided by Financing Activities 18,491 (6,185)
Total Cash provided by Operating, Investing and Fimncing Activities 225,686 502,344
Add: Cash Balance, Beginning January 1, 2006 2,475,981 1,973,637
Cash Balance, Ending December 31, 20 2,701,66 2,475,98.




Republic of the Philippines
= 2 DEPARTMENT OF AGRICULTURE
W Office of the Secretary

Elliptical Road, Diliman, Quezon City

SCHEDULE OF PUBLIC INFRASTRUCTURES
AS OF DECEMBER 31, 2006

Roads, Highways and Bridges

Artesian Wells, Reservoirs, Pumping Stations & Conduits
Irrigation, Canals and Laterals

Other Public Infrastructures

20,553,285.97

2,147,672.20
51,054,165.16
13,713,014.72

TOTAL PUBLIC INFRASTRUCTURES

87,468,138.05
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NOTESTO FINANCIAL STATEMENTS

1. Agency Profile

1.1 DEPARTMENT OF AGRICULTURE is the principal aggnof the Philippine
government responsible for the promotion of agtimal development growth. It
was reorganized under Executive Order No. 116,ddddauary 30, 1987, and is
mandated to provide the policy framework to helgcti public investments and
partnership with local government units (LGUs) whiprovide the support
services necessary to make agriculture and ageiebasterprises profitable. The
agency is service oriented and its primary roletasincrease agricultural
production to achieve national food security, ceeatore jobs and give the
farmers higher income to uplift their living condms. The principal programs of
the Department are the Agriculture and Fishery Moidation Program under
which are the three banner programs, the Ginintlagaganang Ani (GMA) -
Rice and Corn, GMA-High Value Commercial Crops @hd GMA-Livestock.
There is also DA-LGU Counterparting Program whialovides post harvest
facilities, farm-to-market roads, livelihood projecand some infrastructure
projects.

1.1.1 GMA-Rice and Corn Program - This program isargd towards
improving the farmers’ profitability, provide adeamje food supply,
increase productivity and provide a favorable polienvironment
conducive to increased agricultural investment anglobal
competitiveness.

1.1.2 GMA-High Value Commercial Crops Program - is onetloé priority
programs of the Department of Agriculture. It ss@jned primarily to
address the priority concerns of the governmenfood security and
poverty alleviation. Other concerns of the programelude: (1)
modernization of Philippine agriculture to enhangeofitability and
prepare the crop sector for the challenges of gkdigon; (2) provides
the national directions and framework for harmargzlocal initiatives;
and (3) industry development of high value comnarciops by linking
production systems with markets. It also endeaworsnprove farming
and processing technologies in the sub-sector wheroito increase
productivity and quality, while increasing accesstich technologies and
production scheme. It likewise seeks to improveeas to local and
export markets. Finally, it aims to reduce postvhat losses through
better infrastructure and distribution systems.

1.1.3 GMA - Livestock - The program is geared towards #tminment of
productivity, efficiency, economic and sustainalestock and poultry
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1.2

1.3

1.4

industry. One way of achieving this is to incredlse region’s breeder
base through direct infusion of breeder animalgdpction of quality
stocks, maintenance of healthy and stable diseasgien, and provision
of technical assistance to farmer clientele.

Agency Vision

A modernized smallholder agriculture and fishereestiversified rural economy
that is dynamic, technologically advanced and magonally competitive. Its
transformation is guided by the sound practicesesburce sustainability, the
principles of social justice, and a strong privegetor participation.

Agency Mission

To help and empower the farming and fishing commmesiand the private
sector to produce enough, accessible and affordadtefor every Filipino and a
decent income for all.

Accomplishments

1.4.1 Agriculture recorded a 3.88 percent growtl2@®6 despite the adverse
effects of typhoons Milenyo, Paeng, Queenie, Remaimd) Seniang in the
last four (4) months of the year. Except for pgulall the subsectors
registered output gains with fishery remaining s top gainer. The
sector grossed P88.6 billion at current prices @R 8nigher than last
year’s level.

1.4.2 The crops subsector performed well and grgw.B7 percent during the
reference period. Its 2006 share in the totalcagtiral production was
47.18 percent. Palay production went up by 4.96que this year. Corn
recovered from last year's negative growth and st significant 15.78
percent increase in production. The other growtntrbutors were
coconut, sugarcane, banana, pineapple and rul#ftecurrent prices, the
gross value of crop production amounted to P458l&r) representing
an 11.92 percent increase this year.

1.4.3 The livestock subsector posted a 2.57 pemerdgase in output this, year.
Hog production was up by 3.90 percent while damguistry expanded by
4.29 percent. The subsector accounted for 13.28epe of total
agricultural production. The gross value of lioest output at=P54.7
billion at current prices was 0.06 percent higlant2005 earnings.

1.4.4 The poultry subsector which shared 14.61qmrin the total agricultural
production contracted by 0.37 percent this yearnlyQchicken egg
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registered an output increase which was estimateéd14 percent. The
subsector grossedlP0.7 billion at current prices or 4.18 percent enor
than the previous year’s level.

1.4.5 The fishery subsector registered the biggagtut gain at 6.31 percent.

Aquaculture production grew by 10.42 percent. Qutpf municipal

fisheries expanded by 9.07 percent. However, cawmialefisheries

production declined by 4.63 percent. The subsegtossed P163.4
billion, up by 11.62 percent compared to last y@a€cord. This year’s
contribution of fisheries to total agricultural put was 24.92 percent.

1.4.6 On the average, farmgate prices increasetl36/ percent in 2006. The

crops subsector recorded the biggest price appi@atiaf 7.24 percent. In
the fishery subsector, there was a 5.00 percergase in prices. Poultry
prices grew by 4.57 percent. Meanwhile, pricethenlivestock subsector
indicated an average cut of 2.45 percent.

2. Basisof Financial Statements Reporting

2.1 Compliance with Generally Accepted State ActimgnPrinciples and Standards

2.2

The accompanying consolidated financial statemdiatge been prepared in
accordance with generally accepted state accoumtimgiples and standards.
The agency has adopted the Revised New Governmeobufiting System

(NGAS) in Calendar Year 2003 pursuant to COA CacuNo. 2003-002.

Recognizing the need for a better accounting systeoh to adhere with the
policies of the state, changes were made in psliared procedures to conform
with the Revised NGAS.

Consolidation

221

222

Included in the financial statements of tlep&rtment are the transactions
of the 14 Regional Field Units, 6 Bureaus, 8 Farédgsisted Projects
and National Irrigation Administration (NIA) whicare consolidated by
the central office. Five of the FAPs, the RIDP, @EC ERP-CASCADE,
CATAG and WESAMAR are already finished projectsughhave
reported dormant accounts. All government fundseweonsolidated
except Fund 158 which is covered by a separatetrepo

A give-and-take relationship exists betweles Central office and the
regional Field Units and attached bureaus. The r@ei@dffice gives
Notice of Transfer Allocation (NTA) and funding dks to Regional
Offices and Staff Bureaus. However, the implemeaaadf funding check
was stopped beginning June, 2003. Moreover, Cefffice issues
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Advice of Sub-Allotment (ASA) to Regional Field Wsiand Letter of
Authority to Disburse (LAD) to staff Bureaus forose transfers which
are not covered by funding checks. The issuance A was also
cancelled beginning February of 2003 and all trenssinow are done
through the issuance of Advice of Sub-Allotment fASThese transfers
are intended for project implementation. Likewtise Central Office also
receives transfers from source bureaus and natggmadrnment agencies
also for project implementation. The staff bureadrsgional Field Units
and Foreign-Assisted projects of the Departmentradollowing:

a.) 6 Staff Bureaus

Bureau of Agricultural Statistics ( BAS )
Agricultural Training Institute ( ATI)

Bureau of Agricultural Research ( BAR )

Bureau of Animal Industry ( BAI)

Bureau of Plant Industry ( BP1)

Bureau of Soils and Water Management ( BSWM )

b.) 14 Regional Field Units

Cordillera Administrative Region (CAR) - Baguio Cit

Regional Field Unit | - San Fernando City, Waion
Regional Field Unit Il - Tuguegaro City, Cagayan
Regional Field Unit Ill - San Fernando City, Remnga
Regional Field Unit IV - ATI Bldg. Diliman, QuencCity
Regional Field Unit V - San Agustin, Pili, Canmas Sur
Regional Field Unit VI - lloilo City

Regional Field Unit VII - Cebu City

Regional Field Unit VIII - Tacloban City

Regional Field Unit IX - Zamboanga City

Regional Field Unit X - Cagayan de Oro City
Regional Field Unit XI - Davao City

Regional Field Unit Xl - Cotabato City

Regional Field Unit XIII - Capitol Compound, Buatm City

c.) 5 Foreign-Assisted Projects

Cordillera Highland Agricultural Resource Managetriroject ( CHARMP )
Central Cordillera Agricultural Programme ( CECAR finished project
Rural Infrastructure Development project ( RIDRnished project

Upland Development Programme in Southern Mindaridbp )

Mindanao Rural Development Program ( MRDP )

d.) National Irrigation Administration ( NIA)
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3. Significant Accounting Policies

3.1 Change in Accounting Policies

3.1.1

3.1.2

3.1.3

3.1.4

3.1.5

3.1.6

3.1.7

The accrual basis of accounting is used. All egpsnare recognized
when incurred and reported in the financial stat@men the period to
which they relate. Income is on accrual basis gixder transactions
where accrual basis is impractical or when othethoes are required by
law.

Notice of Cash Allocation (NCA) is recorded in tRegular Agency (RA)
books.

The Modified Obligation System is used to recofdtaients received and
obligations incurred. Separate registries are tamiad to control
allotments and obligations for each class of alttn

Income and receipts which the agency are not aagtito use and are
required to be remitted to the National Treasurg excorded in the
National Government (NG) books.

Petty Cash Fund (PCF) account is maintained urigetrhprest System.
All replenishments are directly charged to the egeeaccount. The PCF
is not used to purchase regular inventory/itemstock.

Allowance for Doubtful Accounts is maintained afleavel adequate to
provide for potential uncollectibility of receivad. A review of the
receivables, designed to identify accounts to lo&viged with allowance,
is made on a regular basis. Only Bureau of Soils\&later Management
and the Bureau of Plant Industry provided for Allowe for Doubtful
Accounts for Accounts Receivable. Normally, onlyade accounts
receivable should be provided with allowance, havevVCOA-GAFMIS
gave authority to the Department of Agricultureprovide an allowance
for doubtful accounts on Loans receivable due &r#dason that granting
loans and credits to farmers, fisherfolks, LGUs,C&3 and other NGAS
is considered as part of its normal course of lmssinAs a result of this,
ATI, Regions 1, V, VI and Xl provided allowance fdaheir Loans
Receivable-Others account. The rest of the regibthnot provide for
allowance for doubtful accounts because a reviesdvdmeper analysis of
transactions, involving their receivable is stdl be made. For RFU-I,
allowance for doubtful accounts is computed at S%4oans receivable
over one yeatr.

Supplies and materials purchased for inventory eep are recorded
using the Perpetual Inventory System and the doshding inventory of
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3.1.8

3.1.9

office supplies and materials and other inventdems are computed
using the Moving Average Method.

With respect to the Property, Plant and EquipméralloRFUs, Bureaus
and Foreign-Assisted Projects, it is carried att dess accumulated
depreciation and obsolescence. For assets undastrgction, the
Construction Period Theory was applied for cosfigposes. Related
expenses incurred during the construction of tlegept were capitalized
and those incurred after the construction formeatl gisthe operating cost.
Bonus paid to contractors for early completion @rkvwas added to the
total cost of the project while those projects vehéquidated damages
were charged and paid for by the contractor wasicted from the project
cost.

The Straight Line Method of depreciation =ed in depreciating the
Property, Plant and Equipment over the estimategfulidives of the
assets. A residual value computed at 10 percetfteofost of asset is set
and depreciation starts on the second month aftechpse. However
some Regional Field Units did not compute and detex accumulated
depreciation due to the absence of inventory fistupplies and materials,
properties, plant and equipment. The said RFUsBan@aus also stated
that depreciation for their other PPEs were not mated because they
could not be determine its cost and date of adiprisi

3.1.10 Properties of the government which are used bygteeeral public are

accounted for under the Public Infrastructures/Restation Projects.
These are dropped from the Property, Plant andpgent account and
recorded in the Registry of Public Infrastructuregbrestation Projects.
These are not subject to depreciation.

3.1.11 Payable accounts are recognized and recorded ibabks of accounts

only upon delivery of the goods/inventory/othereassand rendition of
services to the agency.

3.1.12 Financial expenses such as bank chargeseparately classified from

MOOE.

3.1.13 Foreign currency denominated monetary assetsliabilities at balance

sheet date are restated based on BSP exchanga thtg date. Foreign
exchange gains/losses are recognized in the bd@ccounts.
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3.2 Change in accounting treatment

3.2.1 Accounts were reclassified to conform with the néhart of Accounts
prescribed under the Revised New Government Acaay®ystem.

3.2.2 Transactions in foreign currencies are recordeBhiippine Peso based
on the BSP rate of exchange prevailing at the ofagaid transactions. At
the end of the year, these are revalued using dte of exchange at
Balance Sheet date. Foreign currency denominatetketary assets and
liabilities at balance sheet date are restateddbasdBSP exchange rate at
that date.

3.3 Correction of fundamental errors

Fundamental errors of prior years are correctedubyg the Prior Years’
Adjustments account. Errors affecting the curyeyar’'s operation are charged to
the current year’s accounts.

4. Subsequent Events

Non-adjusting events after the balance sheet daiehware so significant that non-
disclosure would affect the ability of the userstioé financial statements to make
proper evaluation and decisions are hereby disdlo3ée nature of the events consists
of various adjustments and reclassification of Brop Plant and Equipment accounts
which are still being worked out by the differerfBs, Bureaus and FAPs.

5. Allotment, Obligation and Balances

Allotment received and obligation incurred for CYOO® amounting to
P13,958,738,045.35 andlP,601,513,144.92 having a balance-4{35%7,224,900.43.
The funds augmented the continuing appropriatiooiglihg £3,023,417,151.41.
Breakdown of the allotment received and obligatimasirred for 2006 is summarized
per PPA inAnnex 6 and 6a. The funds received augmented the continuing
appropriations, a detail of which is presentedmmex?7.

6. Cash and Other Cash Accounts
6.1 The balance of Cash National Treasury — represestoration of unreleased
checks in the amount ef7B0,773,538.96 pursuant to COA Circular Letter No.
2002-001 dated December 16, 2002.

6.2 The account Cash - Local Currency, Bangko SengaP#ipinas amounting to
P2,163.66 representing balance from BPI is a dormaanbunt for the last five
years.
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6.3

6.4