


























































































































































































































































































































ASEAN Summit and its related activities scheduled on November 10 to 14, 2017.
The Philippines, as the year's ASEAN Chairman, hosted the Summit.

a. In response to the Presidents’ directive, BCDA implemented the following
infrastructure projects:

Confract Particulars

Date Actual Cost
5M0/2017 Construction of VIP/Media Lounge & Command 36,806,966
Center
5/25/2017 Construction of 21 units ASEAN Summit Villas 466,333,334
5/29/2017  Improvement of Fontana Convention Center 116,247,778
6/02/2017  Land development of the 21 units ASEAN Summit 128,838,892
Villas
6/28/2017 Supply, delivery & installation of underground 25,278,920
fiber optic network & outdoor cabinets
Construction of patrol road between primary & 45,173,393
secondary fence at Clark International Airport
Procurement of construction materials;
Lot A - Earthworks materials 15,471,119
Lot B — Asphalt Pavement Materials 24,161,700
Lot C — Construction Materials 3,459,361
861,771,463

b. The projects were reportedly completed in CY 2017 and recorded in the
books of accounts as debit to Construction in Progress-Contractors.

c. However, we were not able o examine the regularity of transactions and
events concerning the reportedly completed projects due to the non-
submission of required documents which were requested verbally at different
dates and officially on April 4 and May 11, 2018. Conseguently, we were
unable to submit the same documents for technical review by the COA
Technical Services Office.

d. On June 5, 2018, Management transmitied the authenticated requested
documents relating to the BCDA-implemented ASEAN infrastructure
projects.

e. However, upon evaluation of the submitted documents, we noted that there
are still documents not yet submitted as listed in our letters of request dated
September 19, 2018 and November 22, 2018.

f. We reiterated our recommendation and Management agreed to submit
the required documents. We would like to remind management that
non-submission of documents tfo support disbursement of funds may
result in further audit actions.
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7. The General Insurance for Subic-Clark-Tarlac Expressway (SCTEx) properties
was procured from private insurance companies, contrary to Administrative
Order (AO) No. 141 dated August 17, 1994 and Section 5 of Republic Act (RA}
No. 656.

7.1

During our audit of properties, contracts, rights of action and other insurable risks
of BCDA for CY 2018, we noted that all properties are insured with Government
Service Insurance Systemn (GSIS) except for the Concession Assets, SCTEx
properties.

a.

Section 2 of AO No. 141 provides that no insurable interest of the
Government or any part or portion thereof shall be covered by or insured with
and no bonds to the extent of such interest shall be obtained from any entity,
enterprise, firm, company, person, corporation or partnership, or any other
juridical person other than the GSIS (General Insurance Group).

In addition, Section 5 of RA No. 656, the Property Insurance Law, prohibits
securing the insurance of the insurable assets of the government with private
insurance companies. It is only when such property or part thereof are not
acceptable to the General Insurance Fund (GIF) that these may be insured
with a private insurance company.

Likewise, Policies, Implementing Guidelines and Powers of GSIS as
provided on AQ No. 141, states that;

‘1.2 Any government involvement or exposure in corporations,
partnerships, joint ventures, associations and the like in whatever form x
X X X X X shall be construed as government interest. 1t shall be
mandatory for these corporations, partnerships, joint ventures,
associations and the like to obtain their insurances or bonds from the
GSIS to the extent of the involvement or interest of the Government
therein.

1.3 In all cases, the principals concerned herein or the assured,
including the proponents or administrators of BOT projects shali see to it
that contracts, agreements or memoranda of understanding and the like
shall contain provisions expressly referring to the requirements of AO
141. In any case, however, absence thereof shall be construed as an
abdication neither of the concerned’s duty nor of GSIS’ right to require
and provide the needed insurance or bond.”

BCDA is tasked to adopt, prepare and implement a comprehensive and
detailed development plan for the sound and balanced conversion of the
Clark and Subic military reservations and their extensions into alternative
productive uses, inclusive of the development of transport infrastructure that
would make them accessible in order to promote the economic and social
development of Central L.uzon in particular and the country in general.

e. To carry out its mandate, BCDA undertook the design, construction, operation

and maintenance of the SCTEXx, a major road project to serve as the backbone
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of a new economic growth corridor in Central Luzon, pursuant to a Toll
Operation Agreement entered into between BCDA and the Republic of the
Philippines, acting through the Toll Regulatory Board (TRB). As such, it has
an insurable interest on the said expressway.

It is understood that for the duration of the Business Agreement with BCDA
and Manila North Tollways Corporation (MNTC) the title to the SCTEx
remains with BCDA while all the rights, interests and obligations related to
the management, operation and maintenance of the SCTEx originally held
by BCDA were assignedftransferred to MNTC. The assignment was
confirmed by the execution of the Supplemental Toll Operation Agreement
(STOA) among BCDA, MNTC and TRB as representative of the Government
of the Republic of Philippines.

. The assignment involves no transfer of ownership but merely effects the
transfer of rights which the assignor has at the time, to the assignee. By
assigning the property, ownership thereof is not parted with. At the end of the
contract term or upon termination of the Agreement all the rights, interest and
obligation will revert back to BCDA.

. Upon evaluation of the documents submitted by Management disclosed that

the insurance policy of the SCTEX, covering the period from September 2017
to September 2018 under Collective Policy No. GRA-17/032 was procured
by MNTC from various private insurance companies amounting to total
annual premium of P33.862 million and total sum insured of P20.633 billion
as shown in the table, as follows:

Insurers Share Sum Insured Total
of (TS]) Premiums
PNB General Insurers Co., Inc. 40% 8,2563,071,634 3,544,749
Asia Insurance (Phils.) Corp. 20% 4,126,535,767 6,772,374
Republic Surely & Insurance Co., Inc.  15% 3,094,901,825 5,079,281
Charter Ping An Insurance Corp. 15% 3,094,901,825 5,079,281
FPG Insurance Company, Inc. 10% 2,063,267,883 3,386,187

100% 20,632,678,834 33,861,872

The MNTC insured SCTExwith private insurers and making itseilf as
beneficiary. Such insurance coverage is intended to indemnify MNTC for any
damage to the expressway due to fire, earthquake or storm that may result
to operational losses.

Such act is in contravention of aforementioned laws and deprives the
government of adequate and reliable insurance protection to its properties,
assets, and interests.

BCDA has insurable interest over SCTEx. An insurable interest is that
interest which a person is deemed to have in the subject matter insured,
where he has a relation or connection with or concern in it, such that the
person will derive pecuniary benefit or advantage from the preservation of
the subject matter insured and will suffer pecuniary loss or damage from its
destruction, termination, or injury by the happening of the event insured
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against. The existence of an insurable interest gives a person the legal right
to insure the subject matter of the policy of insurance.

The non-compliance with the requirement of insuring government assets with
GIF denies the government adequate and reliable protection against any
damage to or loss of its properties or assets and interests due to fire,
earthquake, storm, or other fortuitous events/casualty.

. We recommended that Management require MNTC fo procure the
comprehensive insurance policies of the SCTEX properties with the
General Insurance Fund of the GSIS based on Section 2 of AO 141 and
Section 5 of RA No. 656.

Management submitted the following comments:

n.1 Based on BCDA's experience with GSIS, its premiums tend to be more
expensive vis-a-vis the premiums that were procured by MNTC/NLEX
Corporation from private insurers. Below is a comparative table showing
the premium rates of the policies obtained by MNTC/NLEX Corporation
from private insurers and the GSIS premium rate for the last policy
procured by BCDA:

: 2017-2018 . Last insurance polic
Particulars Policy 2018-2019 Policy o rocured from %.SISV
Sum Insured 20,632,678,834  20,680,798,174 17,534,430,817
Premium 27,154,669 27,217,998 31,400,000
{excluding DST,
VAT, local tax)
Premium rate 0.13% 0.13% 0.18%

n.2 Also, past premiums paid by BCDA to GSIS were also higher despite
the fact that the sum insured remained the same during said periods,
thus:

Amount of
Premium
45 817,209 September 2009-September 2010 1 year
43,530,921 September 2010- September 2011 1 year

Covered Period Duration

10,972,177 September to December 2011 3 months
35,065,170 December 2012- December 2013 1 year
17,484,551 December 2013-June 2014 6 months
31,400,000 June 2014-June 2015 1 year

n.3 MNTC/NLEx Corporation secured lower premiums from its insurers
because its insurance broker also carries the other insured properties of
the Metro Pacific Group. Also, the risk against catastrophic events was
spread out when MNTC/NLEx Corporation procures from a pool of
insurers.
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n.4 GSIS's process of bidding out its reinsurance contract to private insurers

resulted to a period where the SCTEx was without cover. During the one
year from December 2011 to December 2012, the GSIS failed to provide
insurance cover for the SCTEx.

n.5 GSIS did not extend (even for three months) the existing policy that

expired in December 2011. The reason it gave was its failure to get re-
insurance coverage due to a shrinking re-insurance market. Thereafter,
it encountered two failed biddings during 2012 when it bid out the
reinsurance for the SCTEX policy. It was only in December 2012 that
GSIS was able to procure a reinsurance coverage that a new one-year
policy was issued for SCTEX. Thus, the SCTEXx was exposed to various
risks for a year because of this practice of GSIS. BCDA was left with no
alternative and could not procure insurance from a private insurer
because GSIS always insisted AO 141. Management felt that said
regulation proved to be disadvantageous to BCDA and only beneficial to
GSIS.

n.6 In addition, it took GSIS almost three (3) years to process BCDA's claim

for the damage that happened on the Pasig-Potrero Bridge. The damage
on the bridge happened in August 2013. Immediately, BCDA filed the
claim and submitted the necessary documents because proceeds were
needed to restore the bridge. Not waiting for GSIS, BCDA had to act
quickly and pursued the immediate repair of the bridge using its own
funds, knowing that the restoration was important for the province of
Pampanga and to all users of SCTEx. The proceeds were only released
in 2016. The delay in the processing of the claim defeated the intention
of AO 141, which is "to provide adequate and reliable insurance
protection .."

8. The procurement process particularly the bidding of Infrastructure Projects and
related Consultancy Contracts with an Approved Budget for the Contract (ABC)
of P100 million for the period January 1, 2018 to June 30, 2018 did not comply
with pertinent provisions of the IRR of RA 9184.

8.1

8.2

BCDA, being one of the agencies concerned in the "Build Buiid Build" program
of the national government, planned and staried the procurement process for
major infrastructure projects and related consultancy contracts.

From January 1 to June 30, 2018, BCDA started the bidding for two (2)
Infrastructure Projects and one (1) Consulting Service as follows:
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Construction of
NCC to Subic-Clark-
Tarlac Expressway

(SCTEx) Access

Consulting Service for
the Construction,
Management, and

Supervision (CMS) of
the New Clark City

Construction of
Airport to NCC
Access Road

Contract {ABC)

Road {NCC) to SCTEx (Phase I)
Access Road
Approved Budget for the P3,358,500,000.00 | P100,555,000.00 P3,800,000,000.00

Period of Advertising of the
Invitation to Bid/Request for
Expression of Interest

January 24, 2018 to
January 30, 2018

April 23, 2018 to April
30, 2018

April 25, 2018 to May
2,2018

6 CDs 7 CDs 7 CDs
Date of BAC Resolution N/A May 24, 2018 N/A
dectaring the Eligible and
Shortlisted Bidders
Date of Pre-Bid Conference January 31, 2018 June 7, 2018 May 3, 2018

Deadline of Submission of Bids

February 27, 2018

June 18, 2018

June 29, 2018

8.3 Republic Act (RA} 9184, otherwise known as the Government Procurement
Reform Act, and its Implementing Rules and Regulation (IRR) and Government
Procurement Manual (GPM) of the Government Procurement Policy Board
(GPPB) prescribes the necessary rules and regulations for the modernization,
standardization, and regulation of the procurement activities of the Government

8.4

of the Philippines.

During the audit, we noted the following observations:

Contract terms and conditions including the warranty requirements and
possible causes of failure of biddings were not included in the discussion
during the pre-bid conference,

a. The Generic Procurement Manual (GPM) of Procedures for Infrastructure

Projects issued by the GPPB provides that, during the pre-bid conference, the
BAC is expected to present, at the minimum, the following requirement:

» The bidding procedure;

« The eligibility;

« Technical and financial requirements of the contract, including an
explanation of the different documents to be submitied;

« Bid evaluation procedure;

« Contract terms and conditions including the warranty requirements; and

» Possible causes of failure of bidding.

. Upon verification of the minutes of pre-bid conferences held on May 3, 2018

and January 31, 2018 for the Construction of Airport to NCC Access Road
Project and Construction of NCC io SCTEx Access Road Project,
respectively, we noted that the Project Engineer presented and discussed the
overview of the said projects, the salient points of the Terms of Reference
(TOR), the qualifications and requirements for the prospective bidders, and
other matters relative to the submission of bids,
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8.5

. However, we noted that certain topics expected fo be presented and

discussed during the pre-bid conference were not expressly included
particularly the contract terms and conditions including the warranty
requirements and possible causes of failure of bidding. Although these items
were stated in the bidding documents, they are important to be included in the
discussion and presentation during the pre-bidding conference as a minimum
requirement in the GPM of GPPB.

. Additionally, the Minutes of the Pre-Bid Conference did not include contents -

of the actual presentation made by the Management nor was the report
annexed in the Minutes.

. Failure to discuss the warranty requirements increases the risk of errors in the

preparation of bids and could possibly place the government in a
disadvantageous position.

. Likewise, it is important to emphasize the possible causes of failure of bidding

to prevent confusion and possible complaint from the bidder and damages to
the government.

. We recommended and Management agreed that:

g.1 The Bids and Awards Committee (BAC) and Technical Working
Group (TWG) include the warranty requirements, the terms and
conditions of the contract and the possible causes of failure of
bidding as part of the topics to be presented and discussed during
pre-bid conferences; and

g.2 The BAC Secretariat include in the preparation of the Minutes of
Meetings of pre-bid conferences significant information in the
presentation of the project details and bidding documents.

. Management issued and are now enforcing an Office Order for End-User

Representatives to conduct a presentation during the Pre-Bid Conference of
their project undergoing procurement. Office Order No. 007, series of 2018
addresses the recommendations regarding the inclusion of warranty
requirements and possible causes of failure of bidding as part of the
discussion during Pre-Bid Conferences.

i. Management likewise issued Office Order No. 008, which instruct the

Secretariat of the various Bids and Awards Committees to record and prepare
more detailed Minutes of the Pre-Bid Conference, and post the same in the
BCDA website within five days from the Pre-Bid Conference.

Minutes of the Pre-Bid Conference was not posted in the BCDA Website as
required by the amended Section 22.4 of the 2016 IRR of RA 9184 and as
approved by the Government Procurement Policy Board (GPPB) under
Resolution No. 03-2018 on March 9, 2018.

a. On June 7, 2018, BCDA conducted a pre-bid conference for the Consulting

Service for the CMS of NCC to SCTEx Access Road project. The said
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conference was presided by the BAC Chairman at the BCDA Corporate
Center, 2/F, Bonifacio Technology Center. Bonifacio Global City.

. The 2016 revised IRR of RA 9184 as amended under GPPB Resolution No.
03-2018 dated March 9. 2018 states that:

“22.4 The minutes of the pre-bid conference shall be recorded and
prepared not later than five (5) calendar days after the pre-bid
conference, and shall be made available to prospective bidders not later
than five (5) days upon written request. The minutes of the pre-bid
conference shall likewise be posted in the website of the procuring
entities.” (emphasis ours)

. We observed that the minutes of the said pre-bid conference was not posted
in the BCDA website and no proof was shown/given that the minutes of the
conference was prepared and recorded by the BAC Secretariat. Furthermore,
Bid Bulletins issued by BCDA did not include the said minutes but only
included the responses to the queries raised by bidders during the
conference.

. Verification was made from BCDA's Records Department on the non-
preparation and non-submission of the minutes of the pre-bid conference, and
disclosed that the BAC Secretariat of the said project has not yet submitted
the documents because the documents are still being used by the Commitiee.

. The purpose of the pre-bid conference is to clarify matters on bidding
requirements to minimize the occasions of bidders' disqualification due fo non-
compliance with the bidding requirements. Furthermore, unprepared,
unrecorded and unposted minutes of the pre-bid conference increases the
chance of receiving fewer bids due to unclarified matters related to bidding
requirements which could prejudice the government by not getting/obtaining
competent bidders.

. We recommended that the BAC be stringent in complying with the
required period of posting, recording and preparing of the minutes of
the pre-bid conference to help reduce competent bidders'
disqualification due to non-compliance with the bidding requirements.

. Management commented that the BAC for Consultancy posted Bid Bulletin
No. 2 instead of Minutes because the Bid Bulletin contained clarifications or
modifications of the Bidding Documents which form an integral part of the Bid
Documents. Bid Bulletin No. 2 contains responses to queries raised during
the Pre-Bid Conference. Nevertheless, the recommendation to provide
Minutes of the Pre-Bid Conference is now covered by Office Order No. 008.
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8.6 Bid Bulletin No. 2 for the procurement of Consulting Service for the
Construction Management and Supervision (CMS) of New Clark City (NCC)
to SCTEx Access Road project was issued by the BAC a day short of the
allowable minimum seven (7) calendar days before the deadline for the
submission and receipt of bids in violation of Sections 22.5.1 and 22.5.2 of
the 2016 Revised IRR of RA 9184.

a.

We likewise, observed that Management during the conduct of its bidding for
the procurement of Consulting Service for the CMS of NCC to SCTEx Access
Road project, issued three (3) Bid Bulletins for purposes of clarifying or
modifying any provisicn of the bidding documents.

. The 2016 revised IRR of RA 9184 provides guidelines to follow with regard to

the issuance of the supplemental/bid bulletins as stated below:

“Section 22.5.1. Requests for clarification(s) on any part of the Bidding
Documents or for an interpretation must be in writing and submitted to
the BAC of the Procuring Entity concerned at least ten (10) calendar days
before the deadline set for the submission and receipt of bids. The BAC
shall respond to the said request by issuing a Supplemental/Bid
Bulletin, duly signed by the BAC Chairperson, to be made available
to all those who have properly secured the Bidding Documents, at
least seven (7} calendar days before the deadline for the
submission and receipt of bids”. (emphasis ours)

“Section 22.5.2. For purposes of clarifying or modifying any provision of
the Bidding Documents, Supplemental/Bid Bulletins may be issued upon
the Procuring Entity’s initiative at least seven (7) calendar days before
the deadline for the submission and receipt of bids. Any modification to
the Bidding Documents shall be identified as an amendment.”

. We noted that Bid Bulletin No. 2 issued on June 13, 2018, containing

clarifications on questions/queries raised during the Pre-Bid Conference, was
only six (B) calendar days before the deadline for the submission of bids which
is on June 19, 2018.

. The purpose of issuing the supplemental/bid bulletin for at least seven (7)

calendar days is to give ample time to prospective bidders to modify or
prepare their bids in accordance with the modifications or clarifications made
by the BAC.

. Shortening the period will limit the chance of prospective bidders to modify or

prepare their bids competently. This could put the government in a
disadvantageous position if prospective bidders would submit unmodified bids
and eventually would lead to disqualification of bidders due to non-compliance
with the bidding requirements.

We recommended and Management agreed that the BAC maximize the
period prescribed in RA 9184 from the issuance of bid bulletins to the
deadline of submission of bids to give prospective bidders ample time
to modify or prepare their bids competently.
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g. Management admitted that Bid Bulletin No. 2, was posted on June 13, 2018
or six (6) days before the deadline of submission of bids on June 19. 2018.
While they were aware that the last day for posting of said Bid Bulietin should
be at least seven (7) days before the deadline for submission of bids, however,
due to inadvertence in the calculation of the number of days, in that the
seventh day prior to deadline of submission of bids fell on June 12, a holiday,
thus the Bid Bulletin was posted on June 13, 2018.

h. Management explained that the pre-bid conference, which was subject of the
Bid Bulletin, was held on Thursday June 7, 2018 while the deadline for
clarification was set on Friday June 8, 2018 at 5:00 pm. It also happened that
the BAC-C Chairperson and one BAC Member were on official travel in
Australia from June 11 to 15, 2018, and it was only on June 13 when they
were able to review and approve the Bid Bulletin. Considering the urgency of
the project, as the construction is already on-going and the bidders were all
present and informed during the Pre-Bid Conference, the BAC-C decided to
proceed with the June 19 deadiine for submission and opening of bids.

9. BCDA utilized a total amount of P0.843 million or 14.05 per cent of the budget in
the implementation of four (4) out of seven (7) activities of the targeted GAD
activities for CY 2018.

9.1

9.2

Executive Order (EO) No. 273 dated September 8, 1995, the Philippine Plan for
Gender-Responsive Development (PPGD) 1995-2025, directs all government
agencies, depariments, bureaus, offices and instrumentalities, including
government-owned and controlled corporations, to institutionalize GAD efforts in
government by incorporating GAD concerns in their respective planning,
programming and budgeting processes.

The Annual GAD Budget of BCDA for the CY 2018, which was submitted o the
Philippine Commission on Women (PCW), is six million pesos or 0.38 per cent
of the total Corporate Operating Budget for the year. There were seven GAD
activities for the year to address specific Gender Issues and GAD Mandate, as
foliows:

A . Actual
Targeted Activities Accomplishments Budget Expenses
1 | Conduct three (3) self- | Activities not done due to] 1,000,000 0
empowerment and | right of way issues in
leadership building | development of New York

seminars w/ at least 50 | City.
participants each wherein
participants have an
enhanced understanding
of gender roles and
responsibilities, and
demonstrate earmarked
increase in the level of
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I
\

Actual

Targeted Activities Accomplishments Budget
Expenses
leadership by the end of
the year.
Monitoring of GAD | On-geing coordination with 500,000 0
component of BCDA's | BCDA's subsidiaries.
subsidiaries.
Monitoring of | Drafted GAD policy. 500,000 0
implementation of GAD
policy and IRR in project
development cycle.
Conduct  of  training | None 1,000,000 0
fworkshop on HGDG for
GFPS members and
planning on immediate
and strategic
interventions
Conduct of four (4) | Participated intwo (2) PCW| 1,000,000 86,000
seminars/training —endorsed activities:
programs w/ at least 25 ]
persons on  gender (D1)W§:N 'Ijallés.'||3§ther§ foz
mainstreaming,  gender aughters. Burding  Nex
; Gen. Business Mindsets.
analysis and other gender WEC. Phil. March 22. 2018
related laws. Makati City (18 persons);
(2)yw2w Talks: Crawling
Out of the Blackhole off
Depression and Mental
lliness, WBC Phil. Sept. 27,
2018, Makati City.
Participation in nationwide | a.)Display of 2018 NWMC| 1,000,000 757,000

celebration of Women's
month to enhance
awareness on women's
initiatives among
employees.

streamer in all BCDA
offices

b.)Printing and distribution
to all BCDA personnel of
2018 NWMC shirts.

¢.)Procurement and
distribution to all BCDA
personnel of 2018 NWMC
peripherals.

d.)Conducted medical
mission on April 26, 2018 in
Bamban, Tarlac as part of
BCDA’'s GAD and CSR
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9.3

9.4

9.5

9.6

Actual

Targeted Activities Accomplishments Budget
Expenses

initialives in observance of
2018 NWMC.

e.)Conducted enhancing
image program w/c served
as a venue for women to
inspire and appreciate each
other and create an
environment supportive of
each other.

7 | Participation in nationwide | None 1,000,000 0
celebration of the 18-Day
Campaign fo end
Violence Against Women
to raise  awareness
among all stakeholders
that VAW is a public issue
of national concern.

6,000,000 843,000

As shown in the above table, BCDA was able to accomplish four out of seven
targeted activities during the year and they were able to utilize P0.843 million or
14.05 per cent of the allocated amount, leaving an unutilized balance of P5.157
million or 85.95 per cent of the total GAD Budget at year end.

Section 4.4 of DBM-NEDA-NCRWF Joint Circular No. 2004-1 also requires that
GAD planning and budgeting be observed annually and incorporated in all
programming exercises of agencies. The GAD activities in the GAD plan and
budget must be included in the agency budget proposal in accordance with the
budget call. Agencies shall ensure that the cost of implementing the GAD
activities is part of their approved budget. At least five per cent of the total agency
budget appropriations as authorized under the annual General Appropriations
Act, shall correspond to activities supporting GAD. Agency heads shall be
responsible for ensuring that GAD activities are provided with adequate
resources.

The non-implementation of the other planned GAD activities led to the poor
performance of BCDA in terms of attaining the objective of the government's
GAD program fo advocate women empowerment, promote gender equality,
protect the rights and improve the welfare of women.

Likewise, during the evaluation of the comments of the Philippine Commission
on Women (PCW) on the Annual GAD Accomplishment submitted by BCDA, it
can be noted that with regards to the gender issue on the inadequate program
for gender related capacity building for BCDA and its subsidiaries, the
Management were not able to conduct training/workshop for GAD Focal Point
System (GFPS) members and planning on immediate and strategic interventions
by the second half of the year 2018.
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0.7

9.8

9.9

We recommended that Management:

a. Ensure that all identified program/activities due for implementation will
he fully and timely undertaken; and

b. Prioritize capacity development activities on GAD planning and
budgeting and Gender Analysis to assist Management in formulating
client-focused and organization-focused GAD activities.

Management recognized that the CY 2018 GAD budget was underutilized and
that BCDA's performance with respect to the implementation of its GAD program
is low due to the intermittency of their GAD activities brought about by their
ongoing organizational restructuring and the transition they are now
experiencing. The changes in the BCDA organization triggered the retirement of
a significant number of their employees, including those who are managing the
GAD program.

Moreover, most of the targeted clieni-focused activities they held in abeyance as
BCDA has concentrated its efforts in resolving right-of-way issues in the New
Clark City development, where BCDA has been heavily engaged in several
infrastructure projects.

9.10 Management acknowledged that BCDA has been unable to attribute portions of

9.11

the budget for these infrastructure projects to GAD budget. Correspondingly,
Management agreed with the recommendation of BCDA to prioritize capacity
development activities, particularly on Gender Mainstreaming Evaluation
Framework (GMEF), GAD budget attribution, and integration of gender concerns
in project development, implementation, monitoring and evaluation.

To express BCDA's commitment to gender mainstreaming, BCDA shall be
working on finalizing the BCDA Policy on Gender and Development that aims to
institutionalize GAD principles in the BCDA system, in its structure, policies,
programs, processes and procedures and in the various stages of the project
cycle.

9.12 BCDA has already reconstituted the BCDA-Gender Focal Point System (GFPS)

with the Executive Vice President of the BCDA being assigned as the
Chairperson of the GFPS Executive Committee.

10. Status of Notice of Suspensions, Disallowances and Charges

10.1 As of year-end, the status of audit suspensions, disallowances and charges
issued is as follows:
. : Beginning Balance Ending Balance

Audit Action January 1, 2018 Issued Setiled December 31, 2018
Suspensions 0 0 0 0
Disallowances 3,108,000 0 0 3,108,000
Charges 0 0 0 0
3,108,000 0 0 3,108,000
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10.2 The disallowance of P3.108 million as of December 31, 2018 pertains to the

following:

a. Payment of legal fees o private lawyers/consultants amounting to P2.845

million under Notice of Disallowance (ND) No. 09-0014-01111(2006-2008)
dated October 22, 2009 was affirmed under COA Decision No. 2013-201
dated November 20, 2013. This is covered by COA Order of Execution (COE)
dated January 5, 2015. BCDA sent Statements of Account to persons liable.

b. The Manager of the Budget Department of BCDA was excluded from persons

liable under COA Decision No. 2014-235 dated September 11, 2014. One of
the persons liable in the said ND passed away last September 19, 2016.

¢. On June 6, 2018, BCDA transmitted a letter to the General Counsel endorsing

the said COE together with all the documents to the Office of the Solicitor
General for appropriate collection.

d. The amount of P0.263 million represents the unsettled balance of the

disaliowed payment of Christmas Packagefannual gift check to the members
of the Board of Directors and consultant in CYs 2003 to 2007 fotaling P1.318
million. This is due from two payees who are no longer connected with BCDA.
An Appeal dated January 13, 2010 was filed at the Office of the then Cluster
B Director, CGS which was received on February 23, 2010 under Order
Docket No. (CGS-B) 2010-005 dated February 26, 2010.

e. The P3.108 million disallowance does not include the Notices of

Disallowance, Notices of Charge and Notices of Suspension issued prior o
the effectivity of the Rules and Regulations on the Seitlement of Accounts
issued by the COA.

C. PERFORMANCE AUDIT

11. The Business Resolution Agreement (BRA) among BCDA, FBDC and Bonifacio
Global (BG) Companies, executed on December 22, 2017, resolved that the BG
Companies shall pay BCDA the amount of P5,400 billion covering the shortfall
in the government’s 45 per cent share from the sale of several lots in Bonifacio
Global City (BGC), but did not include interest charges in spite of the fact that
the 2017 settlement pertains to various sales that occurred in 2012 and 2013.
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11.2

inthe 2017 AAR, we recommended that propriety dictates that interest charges

should be considered seeing further that Accommodation Value (AV) in 2017 is
already P80,000 per gross floor area (a significant increase from the AV of

P31,191 and P25,600 in 2013 and 2012, respectively).

Management commented that while it is not mentioned in the BRA, the interest
impact of the transactions was discussed during the negotiation with FBDC. It

was not reflected in the BRA because (a) interest may not have been due since,

in the case of North Central Business District (NCBD), FBDC even advanced
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11.3

1.4

11.5

11.6

11.7

11.8

11.9

P2.200 billion as payment for the property and the net proceeds will only be due
upon completion of the project under the Supplemental Implementing
Agreement (SIA); and (b) for FBDC lots, the "shortfall" was paid to BCDA when
ordinarily, the amount should have been retained by FBDC for re-investment or
dividend payment to its shareholders.

Hence, the transaction years are not the reckoning points of payment to BCDA
to entitle it to ask for interest on any late payment.

Moreover, the parties have agreed that all issues related to the transactions,
except as otherwise indicated in the BRA, would have been covered by the
settlement amount. It is worthy to note that the negotiated amount far exceeded
all appraisals of the properties done by third-party appraisers. Also, the final
amount was much closer to the BCDA's negotiated value than to BG
Companies' counter-offer as follows:

Accommeodation BCP.A S BG Companies' 2017 lfmal
Value Initial Counter Offer Negotiated
Position Amount
2012 (City Center) 34,000 16,500 25,600
2012 (NCBD) 34,000 16,500 25,600
2013 36,000 22,000 31,191

This is precisely the point of the Audit Team that interest should have been part
of the computation. The net proceeds will only be due upon completion of the
project under the SIA. Since the properties were sold in years 2012 and 2013,
the net proceeds could have already been computed then and could have been
paid to BCDA. CYs 2012 and 2013 should be the reckoning year.

On the Management's response that FBDC could have just retained the
“shortfall” for re-investment or dividend payment to its shareholders, it would
only justify the interest claim. Assuming the sale was made with unrelated
parties in 2012 and 2013 at the Negotiated amount per BRA, FBDC would have
promptly collected the amount or if not, would definitely charge interest for
delayed payments. If the amount was re-invested, BCDA would also benefit as
part owner of FBDC at a rate probably higher than the standard interest rate.

We also noted that although the amounts were redacted from the term sheets,
the retail units bought-back from the BG Companies were paid by FBDC on
instalment basis incurring interest.

Contrariwise, the Deed of Absolute Sale {DOAS) of City Center lots shows that
the properties were sold to the BG Companies on installment basis ranging from
5 months to 6 years without interest.

Management should contemplate on the fact that FBDC's upsiream
transactions with the BG Companies included interest but the downstream
transactions are interest free and that the computation for the BRA aiso did not
consider interest.

106



11.10 Management commented that BRA was a product of negotiations among the
parties. It is a settled jurisprudence that a Compromise Agreement is a contract
whereby the parties make reciprocal concessions in order to resolve their
differences thereby putting an end to litigation ( Harold vs. Alba, 534 SCRA 478;
DMG Industries, Inc. vs Philippine American Investments Corporation, 526 CRA
682). BCDA decided to enter into a Business Resolution Agreement, which is
in the nature of a Compromise Agreement, since BCDA does not want to tie up
the properties in lengthy litigation considering the uncertainty of its outcome, the
expenses involved and the man-hours that would be dedicated in pursuing the
case. It is to be emphasized that the conversion of the Joint Development
Arrangement covering the subject properties into a sale of the same was duly
approved by the FBDC Board, wherein BCDA was duly represented by seven
of its Board members. The approval was subsequently ratified during the FBDC
Annual Stockholders meeting wherein likewise, BCDA was again represented
by seven of its Board members. Given this scenario, the issue on the interest
was not pursued since it is one of the concessions that BCDA made to settle
the matter.

11.11 Management further explained that the parties agreed that interest may not be
imperative in this case for the above reasons as well as to come to an
expeditious and timely settlement so that BCDA and the government will be able
to get the payments. The scenario that BCDA will lose if cases are filed and will
get nothing are quite possible under the circumstances.

11.12 As a rejoinder, we would like to emphasize that under Section 28 of Executive
Order No. 292 or the Administrative Code of 1987, the Commission on Audit
shall exercise such powers and functions relative to the examination, audit, and
settlement of the accounts, funds, financial transactions, and resources of the
agencies under its audit jurisdiction. We are mandated to see fo it that all
resources of the government are managed, expended or utilized in accordance
with law and regulations, and safeguarded against loss or wastage through
illegal or improper disposition.

11.13 Thus, even if BCDA, FBDC and BG companies have aiready entered into a
Business Resolution Agreement, the fransaction is still subject to review by
COA to determine its propriety and whether the interest of the government was
protected.

11.14 We recommended that Management consider the time value of money in
entering into agreements concerning its share/proceeds from disposition
of properties by including a provision for interest in case of delayed
remittance.

11.15 As regards the determination of the reasonableness of the P5.400 billion
settlement or share of BCDA from the successful sale of residential units
recorded as Miscellaneous Revenue, we requested for a confirmation by FBDC,
through the BCDA Financial Management Services Department (FMSD), that
the retail units at a discount of P3.900 billion or at the discounted price of P2.800
billion, from the BG Companies, are part of the inventory of FBDC as of
December 31, 2017. Also, we reiterated our request for copies of the Deed of
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Absolute Sale with buyback provisions executed between FBDC and BG
Companies to conclude our validation on the said account.

11.16 On July 23, 2018, the Certification signed by the Comptroller of FBDC was
received by the Audit Team stating that retail units enumerated therein were
recorded in the FBDC's books of accounts under Asset Under Construction
{AUC) - Investment in Building and Improvements.

11.17 On August 31, 2018, the Management made a partial submission of documents
relevant to the BRA which included among others copies of Deed of Absolute

Sale (DOAS) between FBDC and BG Companies regarding the buyback of
retail units.

11.18 However, upon evaluation of the submitted documents, we noted the following
deficiencies:

a. On FBDC's presentation, the discount on buyback of retail units was based

on the value paid for retail units amounting to P2.825 billion, as shown in the
following table:

Computation of Discount as Presented by FBDC

A B (AgB) (Dx1GSU%) H (BiE)
Value Paid ¢ gq  ValuePaid o Retail Value of  Total Value of

Project R:;(:;ii Leasable foﬂﬁif il w/ Parking Discount Discount

(per GLA) Area (Total) @150%  (per GLA) (@150%)
Suites 118,489 12,285 1,455,639,675 285,000 166,511 2,045,585,325
Corporate 92,652 5,791 536,547,234 235,254 142,602 825,809,921
hpnlsrzigien 97,278 4,484 436,195,009 196,766 99,488 446,100,052
Verve 88,847 4,461 396,345,588 241,524 152,677 681,093,454
) 2,824,727,506 3,998,588,752

b. On the Certification signed by the Comptroller of FBDC, the total purchase
price of all retail units boughi-back by FBDC from BG companies is P3.274
billion. The amounts could not be verified because the principal and interest
amount and interest rates were redacted from the Term Sheets.

Assets Under Construction (AUC)-Investment in Building and Improvements

Total Amount Paid fo

Project Name Area (in sqm) Purchase Price* Date
The Suites 19,941 1,678,735,235 1,678,735,235
Maridien 4,484 505,954,402 484,992 945
HSS Corporate 5,791 629,408,991 542,665,200
Vel?\]/aézz'?“l & T2 4,461 460,218,934 371,505,652
3,274,317,562 3,077,899,032

*inclusive of VAT and other charges
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¢. Moreover, as we compared values from the two tables, we noted a difference
of P449.590 million from the total purchase price of retail units bought back
and the value paid for retail, as shown in the following table:
Value Paid for
: Area y
GLA used in X Retail
computation Purcl;ised Pelirg;?t?ﬁ cPTi(:)en (Per Difference
of Discount Ce rti?icati on P a Computation of
Discount)
The suifes 12,285 12,285 1,678,735,235 1,455,639,675 223,095,560
Clorporate 5,790 5,791 629,408,991 536,547,234 92,861,757
plaza
Maridien 4,484 4484 505,954,402 436,185,009 69,769,393
Verve 4,461 4,461 460,218,934 396,345,588 63,873,346
27,020 27,021 3,274,317,562 2,824,727,506 449,590,056

Note: Per Cerlification the Area is 19,841 sqm, but it was clarified that the

GLA is onfy 12,285 sqm
BCDA Share -45% 202,315,525

We noted that the Purchase Price used in computing the discount for the
BRA was significantly iower than that of the Certification provided by FBDC.

Management explained that the variances between the prices of retail units
[from FBDC documents and used in computing the discount on the buy-back
of retail units under the Business Resolution Agreement (BRA)] versus those
of the Certification provided by FBDC are due to VAT and other charges
except for Verve where the "as planned” Gross Leasable Area (GLA) of 4,515
sg.m. was reduced to "as built" GLA of 4, 461 sq.m.

We were able to verify Management's explanation based on the submitted
documents including the Term Sheets, among others, showing retail values
for The Maridien, High Street South Corporate Plaza and Verve Residences
units and reconcile the differences between the amounts on FBDC’s
presentation and the purchase price per certification. With this information
we are able to conclude the reasonableness of the P5.4 billion settlement or
share of BCDA from the successful sale of residential units, recorded as
Miscellaneous Revenue.

Thus, the issue on the reasonableness of the P5.400 billion settlement
{(excluding interest for delayed payment of shortfall) is addressed.
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STATUS OF IMPLEMENTATION OF PRIOR YEARS’ AUDIT RECOMMENDATIONS

Of the thirty-nine (39) audit recommendations contained in the CY 2017 Annual Audit
Report (AAR), twenty-seven (27) were implemented, eight (8) were partially implemented,
one (1) was reconsidered and three (3) were not implemented, as shown below:

Reference

Audit OQbservations

Recommendations

Status/Actions
Taken

CY 2017
AAR,
Observation
No. 1, page
70

The Business Resolution
Agreement (BRA)
among BCDA, FBDC
and BG Companies,
executed on December
22, 2017 resolved that
the BG Companies pay
BCDA the amount of
P5.400 billion covering
the shortfall in the
government’s 45 per cent
share from the sale of
several lots at BGC.

1.The BRA did not
consider the interest
charges on the P5.400
billion shortfall.

2. There is a need to
confirm the recognition
in the books of
accounts of FBDC of
the retail units bought
back at a discount of
P3.900 billion
comprising 27,020
gross leasable areas,
from which BCDA has
a 45 per cent share
once these units are
sold.

3. The receipt of P5.400
bilion taken up as
Other Income in the
books of accounts of
BCDA need to be
disclosed in the notes
to financial statements

a. Consider the interest
on the shortfall of
P5.400 billion; and

b. Submit the required
documents.

Not Implemented

Reiterated in
Audit
Observation No.
11 of this report.

Implemented

Management
submitted the
required
documents on
March 15, 2019.
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Reference

Audit Observations

Recommendations

Status/Actions
Taken

as to its nature as
described in the BRA,
including an emphasis
on the discount of
P3.900 billion.

.There is a need to

clarify whether or not
there was confiict of
interest on the part of
FBDC for selling the
Central City Lots and
NCBD lots to its newly
created affiliates, the
BG Companies at
discounts when it
should be the one to
develop the lots; and,
whether or not FBDC
breached the
Supplemental
Implementing
Agreement of 2009
when it sold the NCBD
lots which are wholly-
owned by BCDA.

With regard to the
Supplemental
Implementing
Agreement of 2009
being referred by
Article 4 of the BRA,
may we be apprised
on the due dates of the
following deliverables
by FBDC:

. The accounting of the

net proceeds of the
NCBD sales {o be
finalized and remitted
by FBDC to BCDA

i. The Excluded Parcels

(as defined in the SIA)
to be conveyed fto
BCDA, and
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Status/Actions

Reference Audit Observations Recommendations Taken
il Al the remaining

outstanding Preferred

B shares of BCDA in

FBDC to be

redeemed.
CY 2017 The AFP has no share | Embark in a campaign, | Implemented
AAR, from revenues derived | draft and propose a
Observation | from BCDA operations in | legislation for presidential | a. BCDA
No. 3, page | military camps outside | or congressional action to | prepared a draft
77 Metro Manila (MM). authorize the entitlement | bill to authorize

of the AFP {o share from
revenues derived from the
sale, lease, joint venture
and transactions other
than sale involving military
camps outside MM.

the entitlement of
the AFP to share
from revenues
derived from the
sale, lease, joint
venture and
transactions
other than sale,
involving  other
military  camps
aside from Meiro
Manila camps.

b. This was not
yet formally
transmitted but
the BCDA
President/CEQ
has  discussed
this with several
legislators.

c. The proposed
charter change
shall be elevated
to the Congress
for deliberation.
It will include not
only to fund the
AFP
modernization
program, but also
to remit fund to
the AFP for
military pension
and retirement
fund.
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Status/Actions

Reference Audit Observations Recommendations Taken
d. Management
prepared a
transmittal of the
draft Senate bill
No. 2207 dated
March 26, 2019
for Senator
Richard J.
Gordon.
CY 2017 The land donated to the | Representatives from the |Partially
AAR, City of Taguig | BCDA, AFP and the City { Implemented
Observation | subsequently leased out | of Taguig discuss
No 4, page | beyond the purpose of | amicably their differences { BCDA is willing to
79 the donation resulted in | and resolve what is fair for | explore the
bypassing the AFP’s | the AFP without resorting |amicable
share in the disposition of | to tedious and expensive |settlement of the
BCDA assets. legal battle. issue with the City
of Taguig

notwithstanding
the complaint for
rescission of
contract and
declaration of
lease agreement
as null and void
with  application
for a Temporary
Restraining Order
(TRO) and/or writ
of Preliminary
Injunction  with
damages filed by
BCDA against the
City of Taguig
and SM Prime
Holdings, Inc.
(SMPHI)  before
the RTC of Makati
which was
eventually
dismissed on the
ground that the
venue was
improperly laid.
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Status/Actions

Reference Audit Observations Recommendations Taken

CY 2017 The Memorandum of | Revisit the subject MOA |Implemented
AAR, Agreement (MOA) | and consider the leasing

Observation | among the BCDA, Fort | for afee ofthe said 23,126 | The free use of
No. 5, page | Bonifacio Development {sq. m. lot and the |the 23,126 sq.m.
81 Corporation (FBDC) and | recomputation of BCDA'’s | lot is a misnomer

Bonifacio Vivendi Water
Corporation  [(BVWC),
now known as Bonifacio
Water Corporation
(BWC)] for the Water and
Sewage System in Fort
Bonifacio Global City
(BGC) appears to be
disadvantageous fo the
Government.

share in the capitalized
interest and losses-non-
cash.

because the use
of the Sewage
Water Treatment
Plant (SWTP) lot
is not free. In
exchange for the
use of the SWTP
lot, Section 9 of
the MOA
provides that
BWC shall
maintain and
preserve the
assets {o be
transferred to
BCDA from
BWC, and the
SWTP lot itself.

Verification from
the National
Water Resources
Board (NWRB)
confirmed that:

a. The same
water rates/tariffs
are applicable in
the FBDC-owned

areas as in
BCDA-owned
areas.

b. NWRB
monitfors,
regulates and
approves the
water/tariff rates
charged by BWC.
BCDA is also

represented  in
the BWC Board.
Thus, it will be
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Reference

Audit Observations

Recommendations

Status/Actions
Taken

NWRB and BWC
Board that will
hold accountable
BWC for the
water ratesftariffs
in BGC. As a
public utility
concessionaire,
any entity or
individual for that
matter can lodge
a complaint with
NWRB  against
BWC for non-
performance  of
BWC's
commitments or
violations of
BWC's
obligations.

CY 2017
AAR,
Observation
No. 6, page
84

The grant of financial
Project
Affected Persons (PAPs)
in the clearing of New
Clark City to give way to
the implementation of the
legal

assistance to

Project has no

basis.

a. Submit the legal bases,

other than BCDA
Board Resolution No.
2015-12-177,
specifically authorizing
the grant of financial
assistance at P30 per
sg. m. to occupants of
land owned by the
government or at the
value of trees planted
thereon, whichever is
higher; and

. Discontinue the

granting thereof, in
case of lack of basis.

Implemented

The legal bases
submitted by the
management are
sill under
evaluation for
opinion by the
COA - Legal
Service Sector.

Not Implemented

As of December
31, 2018, the total

financial

assistance paid
by BCDA
amounted to

P329.680 million.
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Status/Actions

Reference Audit Observations Recommendations Taken
CY 2017 Lack of  validation
AAR, controls and non-
QObservation | observance of control
No. 7, page | measures as provided in
86 the Business Agreement
between MNTC and
BCDA may render the
concession fees doubtful
as to accuracy and
completeness:
1. Management may | a. Conduct periodic audit |Implemented

have inadvertently
overlocked the audit
of MNTC's books and
records, systems and
procedures.

2. The excel format of
revenue reporis
submitted by MNTC
to BCDA may not be
a precise copy of the
system-generated
monthly traffic.

3. The overpayment of

concession fees
amounting to P5.256
million, as claimed by
MNTC took one year
to be adjusted.

4. No documents to

show that the Status
Reports submitted by
MNTC were
subsequently
reviewed by BCDA.

of MNTC’s books and
records and systems
and procedures.

b. Require MNTC to
provide system-
generated reports on
traffic and revenues or
back-up file of
concession fees, both
paper and electronic
trail.

c. Adopt a standard
validation  procedure
for concession fees
and committed
maintenance works.

d. Adhere to the
applicable provisions of
the Business
Agreement.

BCDA, together
with TRB,
conducted the
audit of MNTC’s

system and
procedures.
Implemented
BCDA has

provided COA
team an access
to Jaspersoft Toll
Collection
System.

Implemented

The current
validation
procedure  was
taken from the
General
Procedures
adopted by
SAPMD for
contract
menitoring.

Implemented

BCDA verified the
documents/

reports submitted
by MNTC which
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Status/Actions

Reference Audit Observations Recommendations Taken
were required
under applicable
provisions of the
Business
Agreement on
February 11,
2019 for CY 2018
fransactions.
CY 2017 Land assets are either
AAR, not covered by TCTs; or
Observation | with TCTs but were not
No. 8, page | available for inspection;
89 not updated or
unreconciled.
1. Land assetsvalued at | a. Take appropriate | Implemented
P27.505 billion are actions on the titling of
not covered by TCTs land in BCDA’s name | Appropriate
in the name of BCDA. to attest legal | actions were
ownership. made on the
titling of land.
2. TCTs of land assets |b. Accountforthe TCTs of |Partially
with an area of land assets with an [Implemented
809,018  sq. m. area of 809,019 sq. m.
valued at P583.001 valued at P583.001 |BCDA has acted
million  were not million. on the following:
availabie upon
inspection. a. Sixty-seven

(67) and twenty-
four (24) land
certificates of titie
in the acquisition
of road-right-of-
way (RROW) in

SCTEX and NCC,
respectively.

b. TCT No.
31329, now
covered by TCT
No0.201800425
will  only Dbe
released to
Megaworld upon
receipt of

payment.
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Reference

Audit Observations

Recommendations

Status/Actions
Taken

SCTEX land titles

" valued at P864.689

million per FMSD
records are sftill not
updated and
reconciled with LADD
records.

Land assets valued at
P1.00 per sq. meter
or P1 per parcel of
land understated the
National
Government's equity
in the Authority, a
deviation from
Section 2 of EO 40.

. Thiteen (13) TCTs

are in the possession
of TID but are not
listed in the Schedule
of Land assets, thus,

¢. Require FMSD and

LADD to update and
reconcile their records
of SCTEx lots valued
at P865 million.

Record all land assels

' transferred by the NG

to the Authority based
on appraised values
as required under
Section 2 of EO 40.

Record in BCDA's
books of accounts the
land assets covered
by said 13 TCTs after
determining

c. TCT No.
1729-P is already
covered by TCT
No. 164-
20150017786, now
in the custody of
TID.

d PPMC  TCT
No. 13488 -
owner's copy of
TCT is still with

Poro Point
Management
Corp.
Implemented
Significant
portion of the
SCTEXx lots

valued at P865
million were
already updated
and reconciled in
the books of
accounts.

Implemented

The land assets
recorded at
P1.00 persq. m.
have  already
been adjusted
in the books of

accounts
except the
163,253 sq. m.

lot with a book
value P25, 478.

Implemented

The SRDP lots
(13 TCTs) are
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Reference

Audit Observations

Recommendations

Status/Actions
Taken

may not be recorded
in the books of
accounts.

ownership and
disclose in the Notes
to FS the land assets
still in the books of
accounts but covered
by a Contract {o Sell
by and between
BCDA and City of
Makati.

included in the
LADD inventory.

6. Incomplete Clarify/resolve the | Implemented
accounting of land incomplete
may have accounting of lots |The road lot was
understated the value covered by TCTs so |already
of Land Account that adjustment in the |recognized in the
reported in  the records of FMSD and |books of
Financial Statements. LADD  may  be |accounts.
effected.
CY 2017 The Real Estate | a. Authorize SAPMD to [Reconsidered.
AAR, Inventory - Newport Units make representations
Observation | account amounting to with MEGAWORLD, if | Since the start of
No. 9, page | P130.960 million does allowed wunder the |the
98 not tally with the JVA, to fix the more | implementation
reference value of advantageous of the JVA,
remaining units based on contract price for | MEGAWORLD
the Subsidiaries Affiliates BCDA'’s units at 25 per | has been given a

and Projects Monitoring

Department’s
(SAPMD’s)  inventory.
Moreover, the said

inventory account is not
presented at lower of
cost and net realizable
value,

cent higher than the
reference value or
more.

Require SAPMD to
include the
appropriate value in
the inventory reports
and after validation
and review of these
reports, submit copies
to the FMSD.

full authority to
sell BCDA units.
The selling
prices of the
units are market
driven.

Implemented

The new
aliocations for
2018 were
recorded at Net
Realizable Value

under JV No.
2018-018311
dated October

31, 2018.
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Status/Actions

Reference Audit Observations Recommendations Taken
c. FMSD to record sales | Implemented
in the books of
accounts sales and |The adjustments
other related [were made in
transactions  timely. {2017 under JV
Comply with PAS 2 in | No. 2017-
recording the 12300008859
inventories at lower of |dated December
cost and NRV. Effect |13, 2017.
adjusting entries {o
correct the balances
of affected accounts
as of 31 December
2017.
d. Regularly reconcile | Implemented
records between
SAPMD and FMSD. | Allocated units for
2018 were
already recorded
at Net Realizable
Value (NRV).
CY 2017 The Framework and ] BCDA and DICT should, |Partially
AAR, Landing Party | collectively, submit the |Implemented
Observation | Agreements are beyond | three components of the
No. 10, the BCDA mandate. project with aggregate | The updated and
page 101 BCDA and DICT signed | project cost of P2.588 |joint DICT/BCDA

the Framework
Agreement, a  joini
endeavor that would

involve the construction
and operation of the
Luzon Bypass
infrastructure supported
by a Backhaul that
connects the Last Mile
with BCDA’s six areas of
jurisdiction to provide the
high speed internet
facility. The framework
covers:

a. The Luzon Bypass
Infrastructure, a 250-
kilometer multi-duct
cable conduit path
which will {iraverse
five (5) provinces that

bilion to the ICC
(Investment Coordination
Committee) for review
and decision.

certificate was
sent to NEDA on
July 15, 2018.
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Reference

Audit Observations

Recommendations

Status/Actions
Taken

will connect the two
(2) terminal stations
or the modular

information
technology facilities
that will be

constructed, one in
Poro Point, La Union,
and one in Baler,
Quezon. BCDA shall
construct at
estimated cost of
P975 milion and
DICT shall operate,
maintain  and  be
responsible for the
infrastructure’s

security at estimated
annual amount of
PS7.500 million;

b. The Backhaul
Infrastructure, an
internet network
between the landing
station in Poro Point,
La Union and Baler,
Quezon to be
constructed by DICT
at P1.083 billion;

¢. The Last Mile
Infrastructure, the
internet network
within the BCDA area
of jurisdiction which
BCDA shall construct,
operate and maintain
at P530 million and
DICT shall be the
technical advisor.

For the enforceability of
the FA, the BCDA and
DICT entered into a
Landing Party
Agreement (LPA) with
EDGE, the submarine
system owner.
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Status/Actions

Reference Audit Observations Recommendations Taken
CY 2017 ASEAN Projects in the | Request for the | Partially
AAR, aggregate amount of | submission of documents. | implemented
Observation | P861.771 million were
No. 11, not audited due to non- The ABCs
page 102 submission of pertinent submitted by
documents. management are
not the
prescribed format
by the DPWH
D.0O. No. 197,
series of 2016.
Management
committed {o use
the prescribed
format by the
DPWH D.O. for
future projects.
Reiterated in
Audit
Observation No.
& of this report.
CY 2017 Section 32.2.1 (a) of the | Observe the provisions of |Implemented
AAR, Revised [Implementing | the Revised IRR of RA
Observation | Rules and Regulations | 8184, cautions to avoid |Observation on
No. 12, (IRR) of RA 9184 was not | the recurrence of violating | BCDA’s conduct
page 103 observed in the bidding | Section 32.2.1 (a). of bidding shows
for the Construction of that Section
BCDA Remaining 32.2.1 {a) of the
Infrastructure Works Revised
inside Bonifacio Global Implementing
City, Package 2 Project. Rules and
Regulations
(IRR) of RA 9184
are currently
being observed
by the BAC.
CY 2017 The applicable DPWH | Observe the applicable |Not Implemented
AAR, Department Order (DO) | DPWH Department Order
Observation | in the preparation of the | in the formulation of the |During the
No. 13, Approved Budget for the | Approved Budget for the {conduct of 2018
page 105 Contract was not | Contract (ABC). BCDA Exit
observed. Conference on
April 26, 2019,

Management has
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aken
committed to
submit the ABCs
for future projects
adopting the
applicable DPWH
D.O.
CY 2017 Hiring  of individual | Review its hiring policy for |implemented
AAR, consultants by BCDA in | individual consuliants,
Observation | CYs 2016 and 2017 may | formulate guidelines on | BCDA ceased the
No. 14, have exceeded what is | hiring, define what is |engagement of a
page 107 necessary. highly technical | number of
considering expertise/ | consultants.
skills, downsize the
existing pool of |[BCDA will
consultants, apply [implement
consistently whether to |necessary
pay contract amounts at |improvements in
gross or net of tax and |policies and
submit relevant |processes  with
documents. regard to the
application of tax
rates for
consuitancy
contracts.
CY 2017 1. Disbursements or | a. Attach the reports to |Implemented
AAR, liquidations of cash liquidation/ journal
Observation advances on foreign vouchers. Foreign travels
No. 15, travels by officials/ were supported
page 111 employees  totaling with
Seven Million are not accomplishment
supported with reports.
reports on the

benefits derived from
each travel.

2. Foreign Travel
Orders (FTO)
authorizing  project
employees to travel to
Seoul, Korea,

incurring expenses of
P 136,929.24, do not
conform to Section 5
of Memorandum
Circular No. 35 of the

b. Observe/ conform fto
Memorandum Circular
No. 35 of the Office of
the President.

implemented

BCDA is currently

not  authorizing
unqualified
personnel to
travel.
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Office of the
President.
3. There is no basis in | ¢. Refrain from funding |Implemented

charging the foreign foreign travel
travel expenses expenses of persons |{BCDA has not
amounting to other than BCDA |funded foreign
P416,626.25 of officials and |travel expenses
persons other than employees. of unqualified
BCDA personnel to personnel.
BCDA funds, except
maybe in  highly
meritorious
circumstances.
CY 2017 Vacation and Sick leave | Observe the provisions of | Implemented
AAR, credits were monetized | Sections 22 and 23 of the
Observation | without considering | Omnibus Rules on Leave, | Sections 22 and
No. 16, Sections 22 and 23 of the | Rule XVI of the Omnibus |23 of the
page 113 Omnibus  Rules  on | Rules Implementing Book |Omnibus  Rules
Leave, Rule XVI of the | V of Executive Order No. [on Leave, Rule
Omnibus Rules | 292 in the grant of |XVi of the
Implementing Book V of | monetization of leave |Omnibus Rules
Executive Order No. 292. | credits. implementing
Book V of
Executive Order
No. 292 are
currently  being
observed by the
Management.
CY 2017 The BCDA targeted | Revisit BCDA’s corporate |Implemented
AAR, Gender and | social responsibility
Observation | Development (GAD} | through the |BCDA has
No. 17, programs, activities and { implementation of GAD |already drafted
page 115 projects (PAPs) were | programs, activities and | GAD policy.
aligned with the | projects and review how
Sustainable to carry out BCDA’s
Development Goal | commitment  in  this
(SDG) No. 11 of the | regard.
Government but were
sparingly  implemented
during the year.
CY 2017 The objective to raise
AAR, funds through the
Observation | disposition of Lot B may

oh Serendra
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Project, not be fully achieved as
page 117 envisioned because:
1. The proposal | Develop strategies to |Implemenied
submitted by Ayala | mitigate the risk of not
Land, Inc. (ALl) did | realizing the targeted cash | There is a
not meet the | inflows for the project. deadiock in the
guidelines and negotiations
parameters set by between BCDA
BCDA. and ALl regarding
the interpretation
2. The projected cash on AlLl's
inflows in  All's obligation to remit
proposal may not be the ‘“unsecured
fully realized. portion of its
proposed cash
flows.
On-going
discussion fo
submit the issues
for arbitration.
CY 2017 1. Relocation and | a. Ensure that the |Implemented
AAR, replication of relocation and
Observation structures by replication of | Replication of
on Newport MEGAWORLD which structures affected by | PAF facilities
City Project, are considered the development of |affected by the
page 122 completed by BCDA the property are |development of
were not completed according |the property were
substantiated  with to the terms of the JVA | already
relevant documents. and the MOA between | completed,
BCDA and DND-PAF (turned over to
and recorded in the |PAF in

books of accounts |accordance with
once the |the terms of the
documentation is | JVA and the MOA
completed. between BCDA
and  DND-PAF
and recorded in
the books of
accounts.

2. The 17.16 per cent Study and assert the | Partially
deduction made by best options to protect | implemented
MEGAWORLD from the interest of the
the net proceeds it government. The SIA was
received from the executed by
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sale of BCDA BCDA and
allocated units MEGAWORLD
relative to the 3- on May 25, 2018.
hectare land it
stands to lose to Reiterated in
service the Audit
relocation needs of Observation No.
the schools and 4 of this report.
facilities within the
property was
unwarranted and
remained
uncollected.
3. Unbilled and | c. Collect the penalty | Implemented
uncollected interest due arising from the
arising from the late late remittances in [Reiterated in
remittance of the accordance with the |Audit
P125.830 million provision of JVA. Observation No.
proceeds from the 5 of this report.
sale of BCDA
allocated wunits in
Sarasota and
Pinecrest units are
yet to be determined
and collected.
4. Megaworld did not Demand the | Implemented
provide BCDA allocations for Plaza
allocation for Plaza 66 and 150 Newport | A Supplemental
66 and 150 Newport Boulevard and ensure | Implementing
Boulevard of the that share in income |Agreement (SIA)
Newport City from prior year's |was executed by
Project. operation of these |BCDA and
developments is | Megaworid.
collected by BCDA.
CY 2017 Portion of the proceeds Revisit the existing |Partially
AAR, from the development of arrangement with | Implemented
Observation | the Heritage Park (HP) HPMC io ensure that
on Heritage | Project was not any and all proceeds | The BCDA
Park accounted as generated from the |Internal Audit
Project, government funds. HP Project are |Office (IASO)} is
page 131 accounted by BCDA |continuing  the

Funds generated from
the Heritage Park Project
of BCDA should be
accounted as

as government funds.

audit of previous
years and
exerting all efforis
to recover from
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government funds. PNB the
However, no accounting supporting
of the cash proceeds documents  for
from the HP Project and the inflows and

the related
disbursements therefrom
was rendered by BCDA
as reguired by
regulations and in the
spirit of transparency.

b. Render an accounting
of all the proceeds
generated from the
HP Project that remain

unaccounied in
BCDA's books of
accounts.

outflows of the
different Heritage

Accounts.
Partially
Implemented
The IASO’s
comprehensive
audit of the HP
funds is

underway which
includes conduct
of the following:
Implementation
of Record
Management
System (RMS);
Maintenance
softcopies of all
HPMC approvals,
Board

Resolutions,

Minutes of
Meetings and
Other Board

Materials; and
Monitoring all HP
receivables and
collections due to
BCDA.

CY 2016
AAR,
Observation
No.5, page
69

Advances to BCDA
Board of Directors
(BOD) totaling P4.567
million remained
uncollected.

Recover from the BOD
the P4.567 million.

Partially
implemented

iIn CY 2017,
Management

collected a total of
P0.821 million
from Custodio
Acorda Sicam De
Castro and
Panganiban Law
Offices {(CASDP).
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