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An interview with the audit chief

WV hat is the biggest problem facing

the Commission on Audit?

It is the matter of our image. For
example, a few months ago one of the
most go-ahead agencies of government
denounced our auditor who was detailed
there as counter-progressive. Three hun-
dred in that agency drew up a protest
petition against him, but before they
could submit it the auditor happened
to get axed in the purge. That removed
one problem, but there are other similar
ones. In this case, the man belonged to
the old school and he was auditing an
office of highly-degreed specialized peo-
ple. With the combination of obsolete
auditing rules, an old man, and a very
progressive office, it was not really
surprising he was called counter-progres-
sive. On the broader scene, we cannot
deny that several auditing people really
have gone wrong. Some have taken
advantage of their office to delay papers
so they can solicit certain percentages
of payments. Some were just downright
dishonest. Many have been purged and
I trust that the purge is not yet over.

OW can you overcome thia image
problem?

We started by looking into our
personnel and organizational structures.
We have almost 10,000 staff in about
700 offices. We had to start by trying
to find out exactly how many people
we had. The staff lineup reads like a
comedy. While not decrying anyone's
personal merits, one sees high auditing
positions held by dentists, music grad-
uates, educationalists, literature special-
ists. Usually a man is an exception when
he climbs high in a field other than his
own specialty, but here it became al-
most a norm. Not one half of the pro-
vincial auditors can read a trial balance.
The first question of many new auditors
has been: “Up to what limit can | sign
checks? " Personally | still cannot see
why auditors are signing checks in
government agencies. It seems to me
that is a management rather than audit
function.

does the staffing structure seem
so inappropriate?

In the past, the first consideration
in promotion was to protect the insiders.
Itis only now that outsiders have started
coming in to top positions. | was the first
of them, although | must admit | am
essentially a lawyer. In the past no
premium was given to qualified people.
If a CPA joined, he would take his
place at the end of the promotions
queue. An opening would go to the next
in line. The CPA took his turn. Now
we're suffering the ill effects of the
padrino system and the erroneous appli-
cation of the Civil Service Laws. Where
the rules specified such-and-such eligibi:
lity for a certain post, correct eligibility
was not necessarily combined with cor-
rect educational background. As a gen-
eral rule, if you pit a poor CPA against
a good pharmacist in an auditing job,
the CPA is still likely to be ahead. To-
gether with poor salary scales there
was the additional drawback of no par-
ticular advancement opportunities for
well-qualified people. In hiring we could
not compete against, say, the Central
Bank or private business. Of our 132
senior auditors, only 13 (9.85 percent)
are CPAs, 14 (slightly over 10 percent)
are members of the bar. Twenty one
per cent have no degrees, while 15 per
cent are qualified educationalists. Over-
all, only 5.87 percent.of Manila-based
employees of the Commission are CPAs.
On a nationwide basis, only two or
three percent of the Commission on
Audit staff are CPAs. New pay scales
promulgated by the President this month
are very heartening, however. We were
also heartened to get over 150 applica-
tions immediately after releasing a call
for CPAs. Maybe the Commission’s image
is not so bad after all.

FRANCISCO S. TANTUICO, new.acting chairman of the Commission
on Audit, was appointed a Judge of the CFI in Cebu City in 1968 and became
a Justice of the Court of Appeals in 1973. He has authored books on taxation
and on the history ofhis home province of Leyte.

VV/hat other organizational reforms

do you plan?

Aside from professionalizing our
staff and creating appropriate training
programs, we must update our laws and
regulations. Once we codify them, and
if we get Presidential approval, we ex-
pect to manualize them. One manual
would cover government banks, another
the government universities, another for
provincial auditors, and so on. In the
process we will be updating all these
rules that appear in a vast array of old
circulars etc. In the past the regulations
have been too control-oriented. This
has laid auditors open to accusations of
impeding the flow of work. Because of
too much control, agencies blame our
office for snarl ups. In addition to
professionalizing and manualizing, we
are pressing ahead with regionalization to
get closer to the people. We have to es-
tablish regional directors because there
is great lack of coordination in the field.
Whether or not we have the facilities or
funds, we must go ahead with these re-
gional offices.

ANYE there short-term remedies for

any of these snarl ups?

Sometimes its hard to find remedies
for human weaknesses, but we have
taken some stop-gap measures. We are
currently placing bright red posters in
government offices quoting President
Marcos at the Management Council of
the Philippines last month: “If there
are any auditors found to obstruct pay-
ment to suppliers of the government,
in order to create a leverage for self-
aggrandizement, such auditors must be
reported immediately to the Chairman
of the Commission on Audit or to the
Office of the President.” Our phone
number is 99-99-66. | also instructed
auditors not to hold vouchers for longer
than 24 hours. From the time the
auditor receives the requisition, he
should count 24 hours straight-and in
that time approve, disapprove or attach
a memo to the vouchers stating why
action cannot be taken. Then the supplier
and the office concerned immediately
know the result. Some who are lazy, or
are out to make it difficult, have some-
times let vouchers lie idle for months in
the worst instances.

ANIGHT some of the auditing func-

tions undergo change?
Yes, particularly those that seem
to belong more to management than to

audit. Personally | think that the signing
of checks probably falls in the manage-
ment category. But | must give this
more serious thought because recom-
mending a change would be an important
decision. Another area is having auditors
sitting on bidding and award committees.
PD 562 recently removed this function
from provincial and city auditors but
strictly there is nothing that forbids na-
tional auditors from continuing to do so.
But in regional conferences | Have been
stressing that what applies in PD 562
might as well apply to national auditors
too. These, we believe, are management
functions. The basic function of an
auditor is to establish controls after
transactions are consummated. It is,
of course, our duty to prevent unneces-
sary and excessive expenses, which may
be done through pre-audit. But by and
large our main function should be post
audit.

D<> you foresee a move away from
pre-audit towards more post-audit em-
phasis?

The practice in many progressive
countries is not to pre-audit. Many of
them do not even have resident audi-
tors in government offices like we do.
All they have are roving auditors who
make surprise audits. But in our present
stage of management quality this would
be asking for the moon. We probably
need many years to reach this point. It
is already 90 per cent agreed among us
here in the Commission that we should
withdraw more and more from the pre-
audit function. A lot depends on how
the auditing is done. Up to now the
concentration has been on the control
of overpricing and oversupply. These are
only matters of expenditure audit. Even
our own people misunderstand their
function. They confine themselves to
expenditure audit, not to performance
audit. They do not concentrate on the
management of money, on whether the
money is efficiently used. There should
also be more revenue audit. Is the gov-
ernment collecting all the money it
should be getting from fees, licenses,
taxes etc?

I n what areas could you start relaxing

the pre-audit function ?

The first field | would withdraw
would be regular payrolls and regular
expenses incun-ed. But we would have to
do this in stages. Aside from just with-
drawing, we would have to find out
whether management will put in more

responsibility as we phase out from this
activity. Under existing laws, manage-
ment of government agencies and bu-
reaus is supposed to establsih internal
audits responsible only to the manage-
ment people, not to our Commission
auditors. This is consistent with the prin-
ciple that fiscal responsibility is primar-
ily management responsibility. But ex-
perience shows that very few government
offices, agencies or corporations have es-
tablished internal audit, despite the fact
that there is a 10-year-old law requiring it.
\/\/hat do you think are the reasons

they have not done so?

| would say that a tendency of
many managers is to make the Commis-
sion’s auditors fully responsible for fir
nancial audits. Even in discussions on
the virtues of pre-audit and post-audit,
many government offices prefer pre-
audit because they are not willing to
assume responsibility. Some offices want
to throw everything on the auditor. And
then | was told that many executive of-
ficers were under the wrong impression
that the internal audit unit would be
under the Commission on Audit. They
thought we were expanding our domain
by asking that internal audit units be
established. But this is not so. Internal
auditing units are staff offices of man-
agement.
Howv objectively detached are your

auditors from the offices where they
are assigned?

Our Commission on Audit is one
of the strongest government audit bodies
in the world because it is an indepen-
dent constitutional body. In some gov-
ernments, the auditing office is only a
government bureau. Our Constitution
has provided for a very strong Commis-
sion. Nonetheless there are compromis-
ing situations. Over long periods, some
government auditors develop closer at-
tachments to their place of work than
they do to us. Moreover, in greater Man-
ila many audit offices have more casuals
hired by management than they have
regular auditing personnel of the Com-
mission. But we have to put up with
this compromising position because bud-
get restraints mean we cannot appoint
additional personnel and it is humanly
impossible for our existing force to cope
with the work. Additionally, we have
a very awkward set-up with the govern-
ment corporations who actually pay the
salaries of our auditors.

AN RE your men appointed by the cor-

porations?

No, the corporation appoints them
but in most cases there is a proviso that
the appointments are subject to approv-
al by the corporation’s board and this
practically negates the appointing pow-
er of the Commission. This is especially
true when one considers that it is the
corporation being audited that pays their
salaries. Yet these auditors are technical-
ly members of the Commission. At pres-
ent we're looking into an integrated ap-
proach to hiring and paying Commission
personnel. Perhaps something could be
devised along commercial audit lines,
where the agency or corporation pays au-
dit fees to the Commission waich, in
turn, pays its own auditors fully—mean-
ing they do not get paid anything di-
rectly by the body they are assigned
to audit.

N/\/hat is your ideal for the audit

role?

This is provided for by the Consti-
tution. In practice, | would say the ideal
set-up wuuld be the least amount of
pre-audit and a very efficient program
of surprise visits or surprise audits, plus
a very strong and consummate post-
audit systems. This could take years to
achieve but | hope it can come within
my term. (]



