
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.

Audit Scope and Objectives

The audit covered the accounts, transactions and operations of PADC for calendar year 2014.  It was aimed at expressing an opinion as to whether the financial statements present fairly the Corporation’s financial position, results of operations and cash flows, and at determining its compliance with pertinent laws, rules and regulations.
Financial Highlights
Comparative Financial Position

	
	
	           2014
	
	        2013
	
	    Increase
  (Decrease)

	
	
	
	
	
	
	

	Assets
	
	 125,744,515
	 
	 120,824,691
	
	    4,919,824

	Liabilities
	
	   31,454,545
	
	 32,358,807
	
	         (904,262)

	Equity
	
	   94,289,970
	 
	   88,465,884
	
	    5,824,086


Comparative Results of Operations

	
	
	         2014
	
	           2013
	
	         Increase

       (Decrease)

	
	
	
	
	
	
	

	Total Revenues
	
	40,669,779
	
	     34,771,985
	    
	           5,897,794

	
	
	
	
	
	
	

	Personal Services
Maintenance and Other
   Operating      Expenses 
Financial Expenses
	
	13,059,563
16,243,362     
45,962
	 
	  13,745,090
15,457,087
       41,843
	
	             (685,527)
             786,275
                 4,119

	Total Operating Expenses
	
	29,348,887
	 
	      29,244,020
	
	              104,867

	
	
	
	
	
	
	

	Profit from Operations
	
	11,320,892 
	
	      5,527,965
	
	           5,792,927

	Income Tax Expense
	
	  3,365,588
	
	      1,556,255
	         
	         1,809,333

	Net Profit
	 
	  7,955,304
	
	        3,971,710
	 
	           3,983,594


Independent Auditor’s Report on the Financial Statements
We rendered an adverse opinion on the fairness of presentation of the financial statements because inventories stated at P49.608 million as of December 31, 2014 are overstated by P42.258 million.  This is due to the inadequacy of the P23.564 million allowance for obsolescence provided on items which are considered worthless because they could no longer be installed to aircrafts or be sold for lack of authenticating documents from their respective manufacturers.
Significant Audit Observations and Recommendations
The other significant audit observations and recommendations are as follows:  
1. Long outstanding balances of receivables from the Corporation’s former officers and employees totaling P1.934 million remain unsettled despite being raised as a concern in previous years’ audits.  

We recommended that Management intensify its efforts to locate and communicate with the former personnel to convey its determination to collect the amounts due.  It was also suggested that the Office of the Government Corporate Counsel (OGCC) be consulted on what possible legal remedy, if any, can be employed to address the matter.
2. The recording of accruals and payments of liabilities to the Commission on Audit (COA) and OGCC representing assessments for cost of audit and legal services, respectively, are not updated. 

We recommended that Management validate the amounts reflected in the summary of cost of audit prepared by the COA’s Planning, Financial and Management Sector (PFMS) to determine if there are any unrecorded payments made by PADC or any inconsistencies therein.  Likewise, it was recommended that the liability account be updated by recognizing the charges in the books of accounts and to make periodic payments to the COA and OGCC.
3. Dividends payable to the National Government totaling P6.404 million covering calendar years 2011 to 2014 have yet to be remitted by the Corporation. 

We recommended that Management cause the remittance of the dividends due to the National Government pursuant to R.A. 7656. 

4. Actual expenses for representation, conference and miscellaneous items exceeded the combined limits for Extraordinary and Miscellaneous Expenses (EME) by P180,858.31.
We recommended that Management observe the limits for EME in accordance with their approved Corporate Operating Budget and other applicable laws thereon.
5. Deficiencies were observed in the Corporation’s compliance to the Gender and Development (GAD) requirements set forth by the Joint PCW-NEDA-DBM Circular No. 2012-01.
We recommended strict compliance with the formulation, monitoring, and reportorial requirements stipulated in Joint PCW-NEDA-DBM Circular No. 2012-01. 
Summary of Total Suspensions, Disallowances and Charges
For CY 2014, the unsettled Suspension, Disallowances and Charges are as follows:
	           Suspension
	P
	0

	           Disallowances
	
	7,520,137.68

	           Charges
	
	9,259,741.45

	
	P
	16,779,879.13


Status of Implementation of Prior Year’s Audit Recommendations
Of the seven audit recommendations embodied in the 2013 Annual Audit Report, one was fully implemented, two were partially implemented, and the rest were not implemented.  One of the unimplemented audit recommendation became moot and academic.
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