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MEMORANDUM

MS. CHARRY M. PADILLA

State Auditor III
Concurrent Team Leader

FROM ATTY. JUNEFE G. PAYOT

Executive Vice President, SHFC

SUBJECT SUBMISSION OF AGENCY ACTION PLAN AND STATUS OF

IMPLEMENTATION (APPSI)

REF oE\?2023-014

DATE 30 JUNE 2023

about this submission'

ATTY.
Executi

. PAYOT
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In compliance with the requirements of the Commission on Audit (COA)' the Office of the

Executive vice president togvpl is transmitting the following reports for your information

and considerattion:

l.SHFC,sAgencyActionPlanandStatusoflmplementation(AAPSI)forCY2o22
Audit Observations and Recommendations and;

2. Status of Implementation of Prior Years' Audit Recommendations'

you may email our offrce in this address, oevpofficial@yahoo.com' if there are further queries
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Socitl Housing Firrnc. ( orporrtion
BDO Plizi, E737 PB.o D. Rox8, MrLrti City

AGEN(IYACTION PLAN Ed STATUS OF IMPLEMf,N'lAI lON
Audil Obscrv.tions.nd R@mDcrd.tioB

Fo. th. C,l.Dd.. ll!. 1022
A3 ofJune 2021

Audit Re.oBm.ndations A.rioD lhkctr/Aclio. To B. Tolcn
PeBon/Dept RBponsibl. Tr.g.r lmpl.m.rt!tion

FINANCIAI,AIJOIT
I tIDdi!r but.d Collectionr (UC) ror.lirg

P35t.E07 billior rchrir.d unpoeted to
th. Mo g.t Contrct Re.ivrbl.
(MCR)t d.spit t[. poli.y im[l.m.rt' d
lnd .fIort! .r.rt d by M.!.g.n.rt t'o

low.r th. s.m., !nN, oveBt riry both
th. Oth.r P.yrbl6 tnd lt. MCR
.ccouDfi by rh. s.m..mourt.!.t
De.Db..J1.2022.

a EGu.e posting ar fte ed ofth€
calend& yee the ctllMi yed 3 coll€ctions

b Requi.€ thc ICTD to facilitale the
enhdcement ofthc dltebase ofHDH
Mas udn migEtio! and lll oth{
accomrs tur y.r in rhe datlbasc.

c Implcm. m.asues to prevenl o.
corcct the causes of lhe nor-posling ol

d Revisitth. tim.lin€ in Oflic. Order No.
2 l - I I 78. th€ Poli.y Idplementing the
DislributionFosting of Amortiation
Coue.tions, coNidenns th. volumc of

Artrd A - Action Pla to addr€s UC
And.r B - S.Mnshor ofthc HDH ryst.m

Artr.i C - Screoshotof th. gupl. s€Dcrut€d SOA

2 Th. r.rtuire .nL3 ofth. PhiliDpitr.
Fir.rci.l Reportiog St ndtd (P[RS) 9
on Firin.id l.struDenti wer. rol
compli.d with, thw, th. b.l.n.6of
v..ioB fin.n.irl .s.t !..ounts aotllin8
P2l.lEE billion r! lr...rb.r 31.2022
ar. miclt (.d hy uad.t .Ei..d

a. Resubmit md m.lc a rcprcsenr.tion to
th. BODS to prioritia the approval ofthc
SHFC Accouting Manuai,

b. Accordingly, ,pply th. policy
emb.dd.d in th! SHFC Accomting
Muull which should b. PFRS complbt
oo the proper classification, me{surcndt,
dd impaimot of 611 finecial
itrsEu.ots of SHFC: od

c kovidc th. di$losucs rcqut d udc.
PFRS 7 tn the Iinmci.l Statments

Se.k approv.l ofthe AccoEtirs July 2023 P.nially Implemerted

chdg.s in the polrcics
in viN oflh.chegein

The rccodtins policy on Financial
Inslrmdl3 compliot to PFRS 9 is pan of
the p@po$d accountins frmul fo.
board's .pproval, but du. to the isucc of
Corporat Circuld No 23-061S.ncaof
20I, rCD is domg smc rcvsioB to th.
meual consirtent widr th€ lew circuh
Ilie Manual shsll bc prescnred fo.
,pproval this luly 2023.

Once approv.d, the policy shall be appli.d
a..ordngly md thc n.cessary di$losws
shall be provided lo conply sith the
rcquircmenrs of rhe PFRS.

.] Tb. lccourts Righcof-U!. of A3$t!
(ROUA).nd la!. PrylbL .rc not
Nos.E.d in th. b@ks of SHIC,
.o.tr.ry to ah. r.qlir.fr.dtr of PtrRs
16or t-a6. thB. th. a3.t3 .!d
li.bilitica.n bo(h underst.t.d. Dd th.
bd.nc8 o{ ibe rcl.a.d ...oonls !n .ll
tutu .t d by udet rmi..d.mouDrr.s
.t De.mb.r 11.2022.

we reite.ated our pno. yeais
@otunendltiotr od Monag.ment asr.ed
lo fscilitate ihe .pproval ofthe .ccountidg
policy by lhc BODSand its subsqu.nl
rmplmentation that rs.omptut to thc
provisioc ofPFRS 16, includiig ils
disclosu. requteBfrts on SH}'C s lca$s.

S6k approval ofth. A@outing tiMce d Complellership July2023 Panially lmplehented

ch$ses in the policies

The accouting policy otr L.ases
compliant lo th€ requircments of PIRS I6
is als p.rt oftbe p.opos.d a@outing
manual for approvrl To kep it coNisl.nt
wilh the new Corporat Ctculu(
Implement,nS Gurdclinci for Colmmity
Guidcd Financial Frm.*ork), fCD is
prcsently doidg som. r€visiotrs to th.
Mlnusl dd will prcs.nt th. smc for
aoprov.l this Juh 2023.

Plerse sec attached docutucnts

Fin4ce ud ComprolleBhip
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STATUS OF IMPLEMENTATION OF PRIOR YEARS'AUDIT RECOMMEI\DATIONS

Reference Audit Status/Actions Taken
AS OFJUNE 2023Observations No.

A. Social Housing Finance Corporation

cY 2021

Observation
No. 2, page

54

2. The requirements ofPFRS 9 on
Financial Instruments were not
complied with, thus, the balances of
various financial asset accounts
totaling P2l.8l3 billion as at
December 3 l. 2021 are misstated by
undetermined amounts.

a. Make a representation to the
Board of Directors to fast track the
approval ofthe SHFC Accounting
Manual;

b. Accordingly apply the policy on
the proper classification,
measuremenl and impairment of
all financial instruments of SHFC:
and

Reiterated in 2022 COA AOMs (please see

management response in the APPSI report).

4

Reiterated with modifications in 2022 COA AOMs
(please see Annex A for the updates of
management).

l. Undistributed Collections (UC)
totaling P4l 3.693 million remained
unposted to the Mortgage Contract
Receivable (MCR) account, despite the
efforts made by Management to lower
the accumulated UC and posting to the
individual ledger of the member
beneficiaries (MBs), thus, overstating
both the Other Payables and the MCR
accounts by the same amount as at
December 31.2021.

I

2

a. For the current year's collections
lodged in UC, ensure posting at the
end ofthe calendar year; and

b. Require the ICTD to facilitate
the enhancement ofthe database of
HDHP MBs under migration and

all other accounts not yet in the
database.

Observation
No. l, page
5l

Recommendations



5 c. Provide the disclosures required
under PFRS 7 in the Financial
Statements.

Reiterated in 2022 COAAOMs (please see

management response in the APPSI report).
6 We recommended and

Management agreed to facilitate
the approval by the Board of
Directors and subsequent
implementation of the accounting
policy that is compliant to the
provisions ofPFRS 16, including
its disclosure requirements on
SHFC's leases.

3. The accounts Right-ofUse Assets
(ROUA) and Lease Payable are not
recognized in the books of SHFC,
contrary to the requirements ofPFRS
l6 on Leases, thus, the assets and
liabilities are both understated. and the

balances ofthe related accounts are

misstated all by undetermined amounts

as at December 3 I , 2021 and 2020 .

Observation
No. 4, page
62

SHFC is awating the response of the DSWD to its
letter sent on I I November 2022.

We recommended and

Management agreed to seek a

written authority from the DSWD
Secretary for the change in the
purpose ofthe trust fund and
modality of its distribution to the
MBs as stipulated in the MOA.
Otherwise, retum the amount of
P7.700 million to the DSWD.

4. The balance of the Trust Fund

amounting to P7.700 million received

from the Department of Social Welfare
and Development (DSWD) for the

emergency shelter assistance of
families whose houses were damaged

by Typhoon Sendong was applied as

loan amortization payment of member
beneficiaries. This is not in
accordance with the intended purpose

provided in the Memorandum of
Agreement (MOA) between DSWD
and SHFC and is contrary to Section 4
(3) and Section 84(2) of Presidential
Decree (PD) No. 144 This also defeats

the objective ofthe trust fund to
provide immediate assistance to
intended beneticiaries at the earliest
possible time.

C)bservation
No. 5, page

64

7



SHFC is awating the response of the DSWD to its
letler sent on I I November 2022.

80bservation
No. 6, page
67

5. ESA amounting to P5.390 million
sourced from the DSWD trust fund
was granted to seventy-seven (77)
substitute MBs without securing prior
approval from DSWD on the
amendment of the original list of MBs,
contrary to Section l.l ofArticle III of
the MOA between DSWD and SHFC.
This casts doubt on the eligibility of
the substitute beneficiaries as the
rightful recipients of the program.

Observation
No. 7, page

70

6. The High Density Housing (HDH)
Project for the Phase II (Site
Development and Housing
Construction) of a Comrnunity
Association (CA) with a project cost
of P222.705 million funded by the
Department ofthe Interior and Local
Govemment (DILG) Trust Fund was
not completed within the scheduled
date, contrary to the provisions of
SHFC Corporate Circular No. 13026
and Building Construction and Site
Development Agreement and Notice to
Proceed, depriving the intended 546
lSFbeneficiaries living in waterways
and danger zones ofdecent and

affordable housing, defeating the
objectives ofthe Program and the
possible non-recovery of funds
invested in housing.

a. Require the CA to implement
the following remedies against the
Contractor as provided in Article
XIV of the BCSDA:

I Give a written notice to the
Contractor to proceed with the
work and to perform what is in the
agreement; and

lfthe Contractor fails to perform
the work within seven days liom
receipt ofthe written notice, the
CA and SHFC shall have the
option to proceed against the bond
and enter the premises and employ
another contractor to complete the
work at the expense ofContractor
A.

b. Require the CA to compute for
and demand the payment of
liquidated damages from the
Contractor, pursuant to Article XII
of the BCSDA;

Previously, SHFC notified the HOA regarding the

slippage ofthe contractor and recommended for the

termination ofthe services ofthe contractor.
During the series of meetings with the HOA, the
HOA signified their intention to retain and continue
with the services of GBCC.

With the new direction of the management to
pursue the completion ofthe projects, SHFC met

the contractor and the HOA. The new loan amount
was already discussed with the HOA and they were

requested to submit a Board Resolution that they
agree on the increase of loan amount.

The contractor has submitted the revised BOQ for
price increase with the consent ofthe HOA subject
for the approval of SHFC.

SIIFC will require the contractor to submit an

updated performance bond once confirmed to
continue with the project.

I

l0

Submit the required documents to
DSWD and secure a written
approval Iiom the DSWD
Secretary on the changes in the list
of beneficiaries ofthe ESA: and



ll c. Require the Contractor to submit
to the HDH Team in charge of the
Project the documentation on the
renewal ofthe performance bond
as protection of SHFC from
concerns such as contractors being
insolvent before finishing the
contract.

SHFC is exerting its eflbrt to ensure the transfer of
the titles in its name and subsequently transfer the

title to the individual beneficiaries ofthe project.
Management has already sought the assistance of
the Local Govemment Units to support the
landowners in the conduct ofrelocation survey and

in compliance with the other requirements for the

transfer ofTCT in the name ofthe seller and

eventually in the name of SHFC.

t2 Facilitate the transfer ofthe
ownership ofthe land to SHFC to
hasten the individualization of the
titles in the name of the qualified
home partners/benefi ciaries;

7. The lands costing P43.036 million
for the Marawi site development
housing projects tumed over and
awarded to the home
partners/beneficiaries are not yet
supported with Transfer Certificate of
Titles (TCT) registered in the name of
SHFC, contrary to MSP Corporate
Circular No. 19001, resulting in the
delay of the individualization of titles
and the risk of loss of funds invested in
housing in case ofthird-party
claimants.

Observation
No. 8, page
76



Observation
No. 9, page
8l

8. Unserviceable Property and
Equipment (PEs) amounting to Pl2.
908 mitlion which have long been
stored and occupying space in the
warehouse for more than seven years
remain undisposed, contrary to Section
79 of PD No. 1445 and COA Circular
Nos. 202006 and 2004-008, resulting
in further obsolescence and
deterioration of property, nonuse of
storage to be occupied for other
purposes and foregone possible income
that would have been derived from
disposal.

l3 Direct the Inspection and Disposal
Committee to fhcilitate the
immediate and systematic disposal
of PEs in accordance with existing
rules and regulations in order to
prevent further deterioration and

maximize recoverable
values/income therefrom.

The Administrative Department has submitted the

Inventory and lnspection Report of Unserviceable
Property (AO 3l December 2022) signed by the
Engineering and Appraisal Department (EAD) to
COA on 29 May 2023. The COA has requested for
clarification on the appraisal method used by EAD
engineers. The Administrative Department intends

to meet with COA on the 2st week of July to clarifo
their queries and to seek advice on how to proceed

with the disposal.

cY 2020

0bservation
No. 6, page
72

9. Accounts Payable - MCR
amounting to P988.844 million
payable to 490 CAs for the 50 per cent
balance ofthe cost of [ot, remained
outstanding for a period oftwo years

or more due to the inability of the CAs
to complete the documentation
required under SHFC Corporate
Circular No. 024. series of20l3. This
may result in the non/poor recovery of
funds invested in housing and deprives
SHFC the use ofthe fund for other
housing projects intended for low-
income families.

The Title Unitization and Asset Management
Department (TUAAMD), together with the
concerned SHFC branches, undertakes the
following to expedite the compliances ofthe
community associations with partial release:

l. Orientations and cliniquing sessions with the

community associations with lacking documentary
requirements;
2. House-to-house validation for those communiqr
associations with issues on lot
swapping/substitution ;

3. Assislance to the community associations in

securing required documents from the concemed
govemment agencies.

cY 2019

Follow up with the CAs the
documentary requirements needed

for the payment ofthe remaining
50 per cent cost of lot to the
landowner

t4



Observation
No. 10, page

87

10. The granting by SHFC ofcar loans
amounting to P70.831 million to its
officers and Board of Directors
(BODs) is contrary to the Car Plan
approved by the Office ofthe President
(OP) ofthe Philippines for
Covernment Financial Institutions
(GFls), as the benefit applies only to
those that do not receive subsidy from
the National Covemment (NC), thus
rendering the car plan irregular.
Moreover, loan balance amounting to
P1.794 million of BODs who availed
ofthe car plan after the publication of
Executive Order (EO) No. 24 on
February 10, 201l, as amended by the
Govemance Commission for
Govemment-Owned or Controlled
Corporations (GCG) Memorandum
Circular (MC) No. 2016-01, still
remain outstanding as at December 3 l,
2019, but which should have already
been due and demandable.

l5

l6

a. Secure a post-facto approval
from the OB through the GCG, of
SHFC's Car Plan to its officers;
and

b. Require the three members of
the Board to immediately settle the
amount of P1.794 million to
comply with the provisions of
GCG MC No. 201 6-01 .

Pending the approval ofthe OfIice of the President,
the car plan was discontinued. Car plan was already
discontinued.

The three Board of Directors (BOD) are paying on
installment the balance ofP725,955.46 oftheir car
loans (See Annex I).

Name of BOD Balance

l. Damaso, Vertido L = Php 185,955.46
2. Lopez Dee, Augusto : Php 340,000.00
3. Ponferrada, Atty. Rodolfo Ma. A - Php
200,00.00



0bservation
No. 17, page

il4

I l. Funds amounting to P315.630
million remain idle since CY 2010
with no utilization, except for
adm inislrative expenses. resulting in

the non-attainment ofthe objectives for
which the Abot-Kaya Pabahay Fund
(AKPF) was created, specifically the
amortization support and
developmental fi nancing component,
pursuant to RA No. 6846, as amended,
defeating the goal ofthe National
Govemment (NG) program in
addressing the urgency of the housing
need that caters to lowincome bracket
families.

17

l8 b. Dispose the properties already rn
the name of SHFC through public
bidding.

The management has revived the Abot-
KayaPabahay Fund-Developmental Loan Financing
Program, which shall be used for any and/or
combination of the following purposes:

l. Site Development ofresidential subdivision units
or condominium buildings;
2. Augment the working capital requirement of the

SHFC-accredited proponent for the construction and

completion of the SHFC-approved or 4PH-enrolled
housing pro.jects. The revised Guidelines were
approved by the SHFC's Board of Directors on 3l
March 2023 per Board Resolution No. 1015, Series

of 2023 (Attached as Annex J).

cY 2017

a. Fast-track the transfer ofthe
TCTs ofthe foreclosed and

dacioned properties in the name of
SHFC; and

For the updated status ofAKPF projects, please see

attached Annex K.

The management is looking at the possibility of
using the acquired assets ofAKPF as a site for the
present administration's Pambansang Pabahay Para

sa mga Pilipino (4PH) in addressing the housing
need and backlog in the country. One (l) AKPF
project, the LaVista Cruz Subdivision, which is
located in San Rafael, Tarlac City, will be used for
the 4PH project ofthe govemment to cater to low-
income families in Tarlac.



Observation
No. 3, page

48

12. CMP accounts totaling P88.1 54
million transferred by the NHMFC
without the corresponding supporting
documents and 638 accounts with
negative balances amounting to P8.818
million cast doubts on the accuracy of
the Insurance ReceivableMBs account
balance ofP295.382 million under the
CMB contrary to paragraph 15 of PAS

l.

l9 Analyze and reconcile the accounts
with lapsed MRI premiums and

immediately apply the negative
balances to future periods of
insurance coverage or to the loan
balances or refund to the MBs if
loan is already fully paid.

Reconciliation is ongoing and as ofDecember 31,

2022, the amount of P29.4 million or 66.61 per cent

ofthe Insurance Receivable has been reconciled
with NHMFC's records.

Observation
No. 6, Page

54

13. A High-Density Housing (HDH)
project amounting to P414.049 million
was approved by the Board and
payment amounting to P 100.329
million was made despite Greater
Metro Manila Area (GMMA) Hazard
Map result that the lot is susceptible to
moderate flooding. within the tsunami
inundated area, susceptible to moderate
liquefaction, thereby not suitable for
relocation contrary to EO No. 272 and

Corporate Circular No. 13026.

20 Ilthe result of the soil testing ol
the subject property is f'avorable,
demand the contractor to complete
the project

For the conduct ofvarious tests to determine the site

suitability and structural stability olthe buildings
that were conslructed. As advised by DENR during
an interagency meeting, the soil test is only valid for
six (6) months, so a new test must be conducted.
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14. Thirty-one Transfer Certificate of
Title (TCTs) under Usufruct
Agreement of HDH lot acquisition
project valued at P392.284 million are

still not transferred in the name of
SHFC, thus, contrary to Section 6 of
Corporate Circular No. l4-005 series

of20l4. Likewise, TCT on the lot
acquisition through SHFC
ReFinancing Program ofan LGU,
amounting to P16.359 million was not
transferred in the name ofthe CA and

with no annotation of SHFC Mortgage
while full payment was already made,
contrary to Section 5 ofthe IRR
2014003, thus, may result to
nonrecovery/loss offund in case ofa
third-party claimant.

2t Expedite the transfer ofthe subject
TCTs in the name of SHFC for
Usufruct and in the name of CA
for the refinanced amount and

annotate the same in the name of
SHFC in compliance with
Corporate Circular HDH No. 14-

005 series of20l4 and IRR 2014-
003.

The HDH North is in constant coordination with the

Title Unitization and Acquired Assets Management

Division (TUAMMD) for the review of the

technical and legal aspects for the transfer ofthe
Titles to SHFC for usufruct and to HOA for the

refinancing.

NADENKRI ORTEGA

er IVProject Dev ent Offic

RevieJveCfq:

l!-Uc^n--
LEILAd. CINCO

Project Development Officer Vl,

Offrce ofthe Executive Vice President

ATTY.

Execuitv lce sident

Noted by:

. PAYOT

Prepared by:

Office ofthe Executive Vice President
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