
EXECUTIVE SUMMARY

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.  As an agency tasked to advance aviation-related transport services, the Department of Transportation and Communication (DOTC) exercises supervision over the Corporation’s policy formulation.

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.

Scope and Objectives of Audit

The audit covered the accounts, transactions and operations of PADC for calendar year 2013.  It was aimed at expressing an opinion as to whether the financial statements present fairly Corporation’s financial position, results of operations and cash flows, and at determining the Corporation’s compliance with pertinent laws, rules and regulations, as well as the efficiency and effectiveness of operations.
Operational Highlights
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 2013 PADC has accomplished the following activities:
· Generated total revenues of P52.02 million representing 79 per cent of its target;
· Serviced 46 aircrafts of different types which exceeded target by 12 per cent;
· Completed the renovation of its test cell, engine overhaul, battery, radio, electronic and instrument shops;
· Completed the reclassification and re-tagging of aircraft parts inventory; and
· Entered into Maintenance Service Agreements (MSA) with the following entities:

· Delta Air International Aviation Academy

· Continental Aero Flying School 

· Philippine State College of Aeronautics

· Penson and Company, Inc.
Financial Highlights
Comparative Financial Position

	
	
	           2013
	
	         2012
	
	     Increase
  (Decrease)

	
	
	
	
	
	
	

	Total Assets
	P
	 120,824,691
	 P
	132,102,188
	P
	    (11,277,497)

	Total Liabilities
	
	   32,358,807
	
	27,999,972
	
	       4,358,835

	Net Worth
	P
	   88,465,884
	 P
	104,102,216
	P
	    (15,636,332)


Results of Operations

	
	
	         2013
	
	           2012
	
	          Increase

       (Decrease)

	
	
	
	
	
	
	

	Total Revenues
	P
	34,771,985
	
	   P   29,902,660
	    
	  P       4,869,325

	
	
	
	
	
	
	

	Personal Services
MOOE

Financial Expenses
	
	13,745,090

15,457,087

       41,843
	 
	  11,514,328

 11,289,015
        26,510
	
	           2,230,762
           4,168,072

                15,333

	Total Operating Expenses
	
	29,244,020
	 
	       22,829,853
	
	         6,414,167

	
	
	
	
	
	
	

	Profit from Operations
	
	  5,527,965
	
	        7,072,807
	
	          (1,544,842)

	Income Tax Expense
	
	  1,556,255
	
	           590,719
	
	          (965,536)

	Net Profit
	 P
	  3,971,710
	
	   P      6,482,088
	 
	  P      (2,510,378)


The decrease in total assets was due to the adjustment made in the books to reconcile the  result of the physical inventory with accounting records particularly those involving unaccounted/non-existing items such as office and other supplies and gasoline, oil and lubricants.

On the other hand, the increase in total operating expenses was due to the increase in salaries of regular employees (3rd tranche) and wages of job order personnel to cope up with additional work orders.
Independent Auditor’s Report on the Financial Statements
We rendered an adverse opinion on the fairness of presentation of the financial statements because aircraft inventories which are considered worthless could no longer be installed to aircrafts or be sold to clients for lack of authenticating documents from respective manufacturers are still presented at a net realizable value of P35.032 million, thereby overstating the inventory and understating the expense accounts by the same amount.
Significant Audit Observations and Recommendations
The other significant audit observations and recommendations are as follows:  
1. The validity of PADC’s spending has become doubtful or indeterminate given that its Corporate Operating Budget (COB) for CY 2013 was returned without action by the Department of Budget and Management (DBM) for being submitted in January 2014 or after the budget year.
We recommended that all available remedies be sought by Management to obtain DBM approval of the Corporation’s CY 2013 COB.
	2. The Property and Equipment (PE) account stated at a gross value of P96.059 million is overstated by P1.336 million representing condemned and lost items.  

We recommended that Management make the necessary adjustments in the books to reflect the correct value of the PE account.  
3. PADC is not updated in the recording of accruals and the payment of liabilities to the Office of the Government Corporate Counsel (OGCC) and the Commission on Audit (COA).
      We recommended that the Corporation update its books of accounts to accurately reflect its liabilities to the OGCC and the COA as of December 31, 2013.
4.   Dividends payable to the National Government (NG) amounting to P440,355 have yet to be   remitted.
    We recommended that Management remit fully the dividends due to the NG pursuant to R.A. No. 7656. 
5. Gender and Development (GAD) budget amounting to P100,000 for CY 2013 was not fully utilized.    

     We recommended that the Corporation formulate and develop more GAD programs, activities and projects attuned with its mandate to fully utilize its budget.

6.   Unliquidated cash advances of P1.885 million have remained outstanding for numerous years.
    We recommended and Management agreed to exert extra effort to collect long       outstanding cash advances from the concerned accountable employees. 


	
	  


Summary of Total Suspensions, Disallowances and Charges
For CY 2013, the unsettled Suspension, Disallowances and Charges are as follows:
	           Suspension
	P
	-

	           Disallowances
	
	7,778,263.88

	           Charges
	
	9,259,741.45

	
	P
	17,038,005.33


Status of Implementation of Prior Year’s Audit Recommendations
Of the four audit recommendations embodied in the 2012 Annual Audit Report, three were implemented and one was not implemented by the Corporation.
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