PHILIPPINE AEROSPACE DEVELOPMENT CORPORATION

EXECUTIVE SUMMARY

CY 2012
INTRODUCTION
The Philippine Aerospace Development Corporation (PADC) was created by virtue of Presidential Decree (PD) No. 286, dated September 5, 1973, as amended by PD Nos. 346 and 696, dated December 14, 1973 and May 9, 1975, respectively. PADC is attached to the Department of Transportation and Communication (DOTC).

a. Creation and Mandated Functions

The Corporation is mandated to undertake all manner of activity, business or development projects for the establishment of reliable aviation and aerospace industry that shall include (a) the design, assembly, manufacture, and sale of all forms of aircraft and aviation/aerospace devices, equipment or contraptions and studies or researches for innovation and improvements, (b) the development of local capabilities in the maintenance, repair/overhaul and modification of aerospace and associated flight and ground equipment and components, and (c) the operation and provision of transport services, whether for cargo or passengers, on a scheduled, non-scheduled, or charter basis or domestic and/or international scale.

b. Major Accomplishments

On track in rebuilding its image as one of the agencies with a reliable facility in the maintenance and repair in the aviation industry, for 2012 PADC has accomplished the following activities:

· Renewed PADC’s accreditation as an Approved Maintenance Organization to expire on August 2014;
· Updated technical library with current operating manuals on the following:
Cessna series 150 up to 421 Piper/Tomanhawk; BN Islander;
Hartzell Propellers; MC Cauley Propellers; Sensenich Propellers; and
      Lycoming Engine; Continental Engine; Fairey Landing Gears.
· Acquired a new one Eddy Current Test Equipment;
· Repaired/calibrated technical equipment such as: weighing kit; magnetic particle inspection equipment; and various test instruments; and
· Continued to subscribe to Service Bulletins/Letters/Instructions and Airworthiness
PADC’s Rationalization Plan (RATPLAN) has been approved by its Board of Directors on March 23, 2012.  The same was presented to the DOTC Technical Working Group for endorsement to DBM.  However, while in the process of DBM evaluation, the Governance Commission for GOCCs (GCG) was created.  PADC has held in abeyance its submission to DBM and is awaiting for GCG’s final re-structuring of salaries for GOCCs under its Compensation and Position Classification System.
Likewise, PADC has activated and staffed the Internal Audit Office to ensure transparency in governance.
c. Financial Highlights

In the year 2012, PADC earned a net income of P6.482 million, an increase of P2.088 million compared to the net income of P4.397 million in 2011.  Likewise, compared to last year, PADC’s 2012 assets amounting to P132.102 million increased by P9.972 million; liabilities of P28.000 million decreased by P2.519 million; and networth of P104.102 million increased by P12.491 million.  The current ratio of 5.318:1 increased by .827.

SCOPE AND OBJECTIVES OF AUDIT
The audit covered the accounts, transactions and operation of PADC for the period January 1 to December 31, 2012.  It was aimed at expressing an opinion on  the fairness of presentation of the Corporation’s financial statements and at determining the Corporation’s  adherence to certain laws, rules and regulations, as well as efficiency and effectiveness of the operations.

INDEPENDENT AUDITOR’S REPORT ON THE FINANCIAL STATEMENTS
The Auditor rendered an adverse opinion on the fairness of presentation of the financial statements because inventories stated at a net realizable value of P64.841 million as of December 31, 2012 is overstated by P57.032 million due to the inadequacy of the P23.564 million  allowance for obsolescence / loss provided on inventory items which could no longer be accounted for of P21.023 million and on inventory items which could no longer be utilized or sold for lack of authenticating documents from their respective manufacturers or for being obsolete of P59.573 million.

  .
SUMMARY OF SIGNIFICANT FINDINGS AND RECOMMENDATIONS
 The following are the other significant findings and recommendations:  
1. The Voluntary separation pay (VSP) paid to three (3) PADC employees amounting to P0.930  million was not authorized under the DBM approved Corporate Operating Budget for the calendar year 2012.  
      We recommended that the Management secure the necessary approval of the DBM for the payment of the VSP.
2. A comparison of the book balances of employees’ mandatory and optional deductions vis-à-vis the General List of Deductions remitted to various entities disclosed a variance of P0.548 million as of December 31, 2012.  
We recommended that Management conduct an analysis of the account transactions and make the necessary adjustments to correct the affected balances.
STATUS OF IMPLEMENTATION OF PRIOR YEAR’S AUDIT RECOMMENDATION

Of the seven (7) audit recommendations embodied in the 2011 Annual Audit Report, four (4) were implemented; two (2) were partially implemented; and one (1) was not implemented by the Corporation.
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