NATIONAL TOBACCO ADMINISTRATION

NOTES TO FINANCIAL STATEMENTS

(All amounts in Philippine Peso unless otherwise stated)

1. GENERAL INFORMATION

The National Tobacco Administration (NTA) is a non-stock government-owned and controlled corporation (GOCC) created under Executive Order (EO) No. 116 dated January 30, 1987, which was implemented by EO No. 245 dated July 24, 1987.  Under EO No. 245, seven tobacco agencies were merged to the NTA. The Administration is mandated to: (a) improve the economic and living conditions and raise the quality of life of the tobacco farmers including those who depend upon the industry for their livelihood; and (b) promote the balanced and integrated growth and development of the industry and help make agriculture a solid base for massive industrialization. NTA also administers and regulates the tobacco industry of the Philippines.

NTA is an attached GOCC of the Department of Agriculture (DA). It is headed by an Administrator and assisted by two Deputy Administrators. The NTA Governing Board composed of eight members serves as the policy-making body of the Corporation. 
The Corporation has eight Branch Offices; five are located in Region I, two are in Region II, and one in the Cordillera Administrative Region (CAR).

As at December 31, 2014, NTA’s manpower complement consisted of 316 regular personnel and 134 job order employees, of which 117 were assigned in the Central Office, 278 were assigned in the branch offices, and 55 were assigned at the AgriPinoy Tobacco Food Processing and Trading Center in Narvacan, Ilocos Sur.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NTA substantially complied with the provisions of the New Government Accounting System (NGAS) in so far as account codes and coding structure, journalizing of entries for financial transactions, use of two-money column trial balance, and discontinuance of the use of contingent accounts and corollary and negative entries and partially adopts the Philippine Financial Reporting Standards for financial reporting in compliance with the requirements of the Commission on Audit.  The financial operation of the Corporation has not yet been computerized due to budgetary constraints.

The eight Provincial Branch Offices (PBOs) maintain separate sets of books of accounts and prepare respective financial reports, which are submitted to the Central Office for consolidation. NTA has three desk offices located in Cagayan de Oro; Pikit, Cotabato; and San Jose, Oriental Mindoro. The Corporation adopts branch accounting system for the financial operation of its PBOs in order to decentralize operations and to allow fiscal autonomy in the management of the PBOs. 

2.1 NTA adopts the following accounting policies:

a. Accrual basis of accounting in accordance with the NGAS. Expenses are recognized when actually incurred while income is recorded when earned.

b. The First-In First-Out Method in costing inventory is adopted.

c. Investments in government securities are recorded at cost. Accrued interest is taken up separately in the books.

d. Property, plant and equipment are recorded at cost, less allowance for depreciation. Depreciation is computed on straight-line method based on COA Circular No. 2003-007 dated December 11, 2003.

e. Allowance  for  doubtful  accounts  is  provided  for  Accounts Receivable based on the provisions of NTA Board Resolution No. 037-2003 dated October 27, 2003, to wit:
	
	      Percentage  of

	Age of Accounts Receivable
	       Allowance

	Past due for more than 10 years
	                 100 per cent

	Past due for more than five years but not more than 10 years
	                  40 per cent

	Past due for five years or less
	                  None


3. CASH AND CASH EQUIVALENTS

This account consists of deposits made to authorized government depository banks and cash on hand with regular collecting officers as well as regular and special disbursing officers, the breakdown of which is as follows:

	      
	                   2014
	                   2013

	Collecting officers
	1,496,941
	1,813,445

	Disbursing officers
	1,658,694
	1,657,301

	Petty cash fund
	31,382
	3,010

	Payroll fund
	(552)
	257

	Current account
	472,903,445
	82,187,091

	Savings account
	26
	101,411

	Time deposits
	1,115,847 
	1,115,847

	
	477,205,783
	86,878,362


3.1 The balances of the Collecting officers/Disbursing officers accounts are the unremitted collections and cash advances of employees. Out of the aggregate of P3,155,635, P1,700,161 represents accounts of officers and employees of the tobacco agencies consolidated to NTA in 1987. Said officers and employees are no longer connected with NTA and they could no longer be located. 
3.2 The Cash in bank-current account balance of P472,903,445 included unexpended balance of the subsidy received from the National Government of P437,500,000 on December 26, 2014 under SARO No. BMP-F-140020577 for Irrigation Support Project of small tobacco farmers.  

3.2 The Time deposit account includes special deposit account of P684,000 which formed part of the investment with the Trust Management Group of the Philippine Veterans Bank (PVB) under Investment Management Agreement No. 4450-42-000064 dated June 17, 2003 totaling P1,000,000. 
4. RECEIVABLES 
This account is composed of the following:

	     
	        2014
	
	       2013

	Accounts receivable
	53,323,503
	
	17,775,887

	Notes receivable
	77,734,275
	
	77,734,275

	Loans receivable - others              
	460,620,358
	
	399,923,489

	Interest receivable
	101,233,992
	
	101,115,461

	
	692,912,128           
	
	596,549,112

	Less : Allowance for doubtful accounts
	245,186,091
	
	241,345,733

	
	447,726,037
	
	355,203,379

	Intra-agency receivables
	1,895,374
	
	     132,772,371      

	Inter-agency receivables
	1,044,493
	
	1,072,088

	Due from officers and employees
	4,578,187
	
	6,427,845

	Other receivables
	43,373,033
	
	42,821,978

	
	50,891,087
	
	183,094,282

	
	498,617,124
	
	538,297,661


4.1 The Receivable accounts consist of research and regulation fees collectible from tobacco trading centers; loan assistance granted to tobacco farmers, cooperatives and tobacco traders which were either in the form of cash or in kind;  accrued interest on loans and due from officers and employees.
4.2 The account also includes Notes receivable from tobacco traders and cooperatives out of the tobacco trading augmentation loans availed from the Omnibus Credit Line with the Philippine National Bank (PNB) per Credit Agreement dated June 24, 1996. The credit line stood at P52,000,000, while interest on loan totaled to P64,794,381 as at December 31, 2014 (Note 11).

4.3 Moreover, a total of P3,363,000 loan in the form of water pump and engine set which was extended to the Philippine Association of Tobacco-based Cooperatives, Inc. (PATCO) on February 17, 2003 was also included in the account. The loan was payable in two years at interest rate of 10 per cent per annum, however, the due from PATCO remained unsettled to date.
4.4 Accrued interest on loans totaling P53,039,322 or 14.48 per cent of the dormant receivable accounts of P366,397,539 is also part of the account.
4.5 Other Receivables include audit disallowances and miscellaneous receivables from former NTA employees/farmers.
5. INVENTORIES

The breakdown of this account is as follows:

	     
	       2014
	       2013

	Raw materials inventory
	2,084,913
	600,238

	Finished goods inventory
	5,309,517
	2,305,655

	Agricultural supplies inventory
	3,298,806
	4,137,154

	
	10,693,236
	7,043,047


5.1 Raw materials inventory consist of hogs and chicken of the Agripinoy Project amounting to P1,912,003 and P172,910, respectively.

5.2
The finished goods inventory include processed food and poultry products of the AgriPinoy Project and Multiline Food Processing Plant (MFPP) Project totaling P4,728,610 and P211,984, respectively, and tobacco dust amounting to P368,923 as at year end. 
5.3
The Agricultural supplies inventory consists of, among others, bags of tobacco dust raw materials to be used in the production of tobacco dust for sale. 
6. PREPAYMENTS

This account is composed of the following:

	      
	            2014
	            2013

	Office supplies inventory
	591,106
	740,270

	Accountable forms inventory
	386,006
	176,659

	Other supplies inventory
	7,419,674
	6,125,449

	
	8,396,786
	7,042,378

	Prepaid rent
	36,450
	36,450

	Prepaid insurance
	130,287
	216,412

	Deferred charges
	579,365
	579,365

	Other prepaid expenses                                                         
	4,990,209
	5,184,212

	
	5,736,311
	6,016,439

	
	14,133,097
	13,058,817


6.1
Inventories in the total amount of P8,396,786 and P7,042,378  in CYs 2014 and 2013, respectively, were reclassified to Prepayments account for financial statements presentation. 


6.2
The Prepayment account includes rental deposits of branch offices and model farm; insurance of vehicles, buildings, and fidelity bonds of accountable officers; deferred charges and other prepaid expenses. It also includes 15 per cent mobilization fee and cost of materials amounting to P583,238 paid to Renaissance Builders Company, Inc. in the 1980s for the construction of the defunct Philippine Tobacco Research and Training Center, now Main Research Center in Batac, Ilocos Norte, and Letters of Credit with PNB for various suppliers’ account in the amount of P3,487,715. These components were requested for write-off from the Commission on Audit, but were returned for lack of supporting documents, hence, adjustment could not be effected in the books of accounts.
7. OTHER CURRENT ASSETS

The account consists of the following:

	        
	            2014
	            2013

	Guaranty deposits
	361,619
	378,532

	Other current assets
	671,727
	671,727

	
	1,033,346
	1,050,259


7.1 The Other current assets account includes the amount expended for reforestation projects in the 1980s by the Batac Branch Office for P334,722 and Candon Branch Office for P281,385 under the defunct Philippine Virginia Tobacco Administration (PVTA). The amounts will be adjusted to proper expense accounts upon completion of documents to support the said project. 

8. INVESTMENTS

The balances of the account are as follows:

	        
	            2014
	            2013

	Investment in bonds
	500
	500

	Other investments
	13,000,000
	7,016,000

	
	13,000,500
	7,016,500


8.1 Other investments account of P13,000,000 represents investment in NTA employees housing project at Montalban, Rizal. The increase of P5,984,000 represents direct payment to the Home Development Mutual Fund (HDMF/Pag-IBIG) by NTA.
9. PROPERTY, PLANT AND EQUIPMENT (PPE)
This account consists of the following:

	
	Land, land improvements, office building & other structures
	Various

equipment
	Furniture & fixtures, library books,
motor vehicles &

other PPE
	Construction in progress
	       Total

	COST
	
	
	
	
	

	January 1, 2014   
	333,549,754
	148,124,959
	35,921,814
	87,387,885
	604,984,412

	Additions
Adjustments  
	145,540,434
(13,363,507)
	12,384,021
(5,630,437)
	1,480,775
(2,705,879)
	-
(87,387,885)
	159,405,230
(109,087,708)

	Derecognition in the books
   of donated equipment
	(6,139,236)
	(7,695,241)
	(765,371)
	-
	(14,599,848)

	                                                               
	126,037,691
	(941,657)
	(1,990,475)
	(87,387,885)
	35,717,674

	December 31, 2014
	     459,587,445
	147,183,302
	     33,931,339
	-
	  640,702,086 

	ACCUMULATED DEPRECIATION
	
	
	
	
	

	January 1, 2014
	      68,682,370 
	47,605,386
	     21,875,816 
	                    -
	  138,163,572 

	Depreciation charges 
   during the  year
	8,670,045
	11,383,326
	  2,808,148
	                              
	 22,861,519             

	Derecognition in the books
  of  donated  equipment  
	32,656
	(6,013,147)
	                                 (2,108,195)
	                    -
	(8,088,686)

	
	8,702,701
	5,370,179
	699,953   
	                    -
	14,772,833

	December 31, 2014
	77,385,071
	52,975,565
	22,575,769
	           -
	152,936,405

	Net book value,  
December 31, 2014
	382,202,374 
	94,207,737 
	                                11,355,570 
	- 
	487,765,681 

	
	
	
	
	
	

	Net book value, 

December 31, 2013
	264,867,384
	100,519,573
	14,045,998
	87,387,885
	466,820,840


9.1 The Land, land improvements, office building and other structures account includes:

a. Land, buildings, and structures foreclosed from delinquent tobacco buyers during the time of the defunct PVTA when it engaged in tobacco trading in the 1970s;

b. A parcel of land with an area of 31,458 square meters at Barangay Fernandez, Sto.Tomas, La Union, valued at P20,762,280 in 2007. The property was developed as the site of the Tobacco Dust Processing/Production Plant for the production of tobacco dust from tobacco sweepings, a “pioneering product,” for use as molluscicide cum fertilizer for inland aquaculture application. The construction of the plant and all other buildings constructed at the site together with the supply and installation of tobacco dust processing machineries were completed in 2009; and
c.
It also includes two parcels of land valued at P14,014,799 in Narvacan, Ilocos Sur where the AgriPinoy Food Processing Plant and Milling Complex were constructed and cost of building and equipment totaling P298,857,877.   
9.2
Some parcels of land of the defunct PVTA were not covered with Transfer Certificates of Title (TCTs) but were booked-up based on Tax Declarations. These were consolidated to NTA books of accounts in 1987. The other pieces of property with TCTs, without TCTs and with Tax Declarations and Lot Numbers only as reference were included in the inventory reports of branch offices but remained unrecorded in the books, details as follows:  
a. Parcels of land without TCTs but booked-up based on Tax Declaration only:
	Location
	Area in 

sq. m.
	Lot No.
	Tax Declaration No.
	      Book                           Value

	Batac, Ilocos Norte
	106,280
	-
	-
	    425,457

	Bauang, La Union
	    1,725 
	1204
	008-08-028-17-025
	153,430

	
	108,005
	
	
	578,887


b. Parcels of land with TCTs which were not recorded in the books:
	Location
	Area in 

sq. m.
	Lot No.
	TCT No.
	 Book 
 Value

	Sitio Apaya, Brgy. 17, 
Tabug, Batac, 
Ilocos Norte


	2,272

1,352

1,196

   439

   912
	23788

23790

24414

23813

  23952
	P-42149

P-42151

P-24872

P-24723

P-24725
	      -
30,424

  -
12,428

   -

	
	6,171
	
	
	42,852

	Zone 6, Sinapangan, Bangued, Abra
	2,047
	-
	     105
	440,250

	Casicalan, Gattaran, Cagayan

Casicalan, Gattaran, Cagayan

Centro, Enrile, Cagayan

Poblacion, Aparri, Cagayan

Tallungan, Aparri, Cagayan

Taytay, Baggao, Cagayan 
	13,704

  1,166

  7,591

-   
  373

 4,136

   29,379
	 707

    -
    -
    -
    -
 462
	     49000

     T-94

     T-6219

     6220

     4181

     OCT-4181
	-

-
-
-

-

-

	
	   56,349
	
	
	-

	
	   64,567
	
	 
	483,102

	
	
	
	
	

	
	Area in

has.
	Lot No.
	     TCT No.
	Book

Value

	Aguicguican, Gattaran, Cagayan
	    31,295
	-
	     T-465
	-


c. Parcels of land which were included in the inventory report of Branch/Desk Offices based on Tax Declaration Numbers (TDNs) and with Transfer Certificates of Title (TCTs) and remained not recorded in the books:
	Location
	Area in 

sq. m.
	Lot No.
	TDN with TCT Nos.
	Book 
Value

	MMaggayu, Tumauini,

 Isabela
	6,698

6,200
	1180

1180
	T-115159/TD 37-4916
T-115159/TD 37-4916
	-

-

	
	10,270
	1176
	T-115159/TD 37-4916
	-

	
	  9,600
	1177
	T-115789/TD37-4913-R-82
	-

	
	13,140
	1178
	T-115790/TD37-4914-R-82
	-

	
	11,524
	1181
	T-116019/TD37-4918-R-82
	-

	
	12,600
	1179
	T-116020/TD37-4915
	-

	Poblacion, Tumauini,

Isabela
	12,600
12,350
	2313
    2311
	T-115788/TD37-4911
T-116018/TD37-4925
	-
-

	Labinalab, Cauayan,    Isabela
	30,000
	-
	-
	-

	Centro, Echague, Isabela
	1,650
	1453
	T-18789/TD13-54
	-

	
	126,632
	
	
	-

	Brgy. 17, Tabug, Batac,
	     712
	23951
	TD 516972
	3,772

	Ilocos Norte
	     981
	24436
	-do-
	-

	
	    1,373
	23800
	-do-
	-

	
	     406
	24002
	-do-
	-

	
	     257
	23620
	-do-
	-

	
	     987
	23944
	-do-
	-

	
	     641
	23992
	-do-
	-

	
	    3,982
	23859
	-do-
	-

	
	     439
	3813
	-do-
	-

	
	    2,402
	23583
	-do-
	-

	Nagbacaan, Batac,

   Ilocos Norte
	    1,622
	24421
	-
	-

	Apaya, Batac, Ilocos Norte
	        1,265
	23846
	-
	-

	
	     1,017
	23983
	-
	-

	Parangopong, Batac, Ilocos    Norte 
	     2,074
	23833
	-
	-

	
	    18,158
	
	
	3,772

	Catentagga, Tuguegarao, Cagayan
	    1,000
	5-7894
	-
	-

	Centro, Enrile, Cagayan  
	2,363
	1967-A
	-
	-

	Macanaya, Aparri, Cagayan
	4,403
	5-00410
	-
	-

	Minanga, Aparri, Cagayan
	2,795
	5-05268
	-
	-

	Faire, Cagayan
	2,459
	15958
	-
	-

	Ugac Norte, Tuguegarao,   Cagayan
	1,703
	12813
	-
	-

	
	    14,723
	
	
	-

	Tumog Luna, Kalinga, Apayao
	106

72
	A-3078

A-3081
	-
	-

	    
	1,784  
	A-0190
	-
	-

	
	304,757    
	3503/08
	-
	-

	
	  306,719
	
	
	-

	Centro 2, Luna, Isabela
	400
	827-A
	16-306
	-

	
	      8,550
	827-A
	16-305
	-

	Roxas District, Naguilian, Isabela
	         612
	3279
	20-1532
	-

	Quezon District, Naguilian, Isabela
	    1,873
	3364
	20-259
	-

	Angadanan, Isabela
	  10,522
	12-813
	-
	-

	
	  21,957
	
	
	-

	Lourdes, Alubijid, Misamis,

 Oriental
	118,399
	457-A
	11440
	-

	
	606,588
	
	
	3,772

	Casicalan, Gattaran, Cagayan
	79,997
	0-12249-A
	 -
	-

	Tumog Luna, Kalinga, Apayao
	  22         
	A-0188
	 -
	-

	    
	   804
	A-0197
	 -
	-

	
	       3
	A-0199
	 -
	-

	
	  80,826
	
	
	-

	
	
	
	
	


d. Parcels of land located in Batac, Ilocos Norte were included in the inventory report but have no specific location and have Tax Declarations only as reference:
	
	Area in

sq. m.
	Lot No.
	Tax Declaration No. with TCT No. indicated in the Tax Declaration
	Book Value

	No. 17 Cabaruan, Batac, Ilocos Norte
	1,022
	23474
	556338
	7,820

	Brgy. 17, Tabug, Batac, Ilocos Norte
	11,958
	32567
	TCT 4871/

TD 515088
	-

	
	12,980
	
	
	7,820

	Parangopong, Batac, Ilocos Norte
	 1,846

        156
	23611

34638
	TD 570580

-
	-

-

	Tabug, Batac
	  3,297
	21212
	TD 565119
	14,842

	
	5,299
	
	
	14,842

	
	18,279
	
	
	22,662


9.3
The above summary includes NTA Real Property contained in the report of the Ad Hoc Committee created under Special Order No. 94-402 dated December 24, 1993.

10. OTHER ASSETS
This account consists of the following:

	  
	       2014
	
	       2013

	Due from LBP
	60,300,363
	
	60,300,363

	Due from banks – PVB
	3,094,848
	
	5,830,848

	Due from banks – DBP
	7,159,226
	
	7,159,226

	Due from banks - PNB
	422,101
	
	422,101

	Contingent assets - tobacco shortage losses
	5,106,755
	
	5,106,755

	Irrigation pump
	3,406,496
	
	3,406,496

	Production loans
	2,299,717
	
	2,299,717

	Contingent assets – miscellaneous
	964,106
	
	964,106

	Facility loans - curing shed
	945,383
	
	945,383

	Facility loans
	531,146
	
	531,146

	Work/other animals
	33,500
	
	33,500

	Other deposits
	10,738
	
	10,738

	Non - interest bearing loans
	10,198
	
	10,198

	Other receivables - decided cases
	337
	
	337

	Cash in bank - PVB - OGCC cash advance               
	175
	
	175

	
	84,285,089
	
	  87,021,089

	Investments   

Less: Allowance for impairment loss
	28,633,897
28,633,897
	
	28,633,897 

28,633,897

	
	-
	
	  -

	Idle/unserviceable property and equipment
	1,820,838
	
	1,801,639

	Less:  Accumulated depreciation
	197,353
	
	   122,653

	
	1,623,485
	
	1,678,986

	
	85,908,574
	
	88,700,075


10.1 The account includes several non-moving accounts carried over from the books of the seven tobacco agencies consolidated to NTA in 1987. The accounts had been dormant for more than 20 years, and were reclassified in 2004 per recommendation of the Commission on Audit.

10.2 The Due from banks - PVB includes P316,000 which forms part of the special deposit account with the Trust Management Group of the Philippine Veterans Bank (PVB) of P1,000,000. 

10.3 The Investments account of P28,633,897 represents  balance of the LBP bonds purchased from the Tradal Ventures Management Corporation and Stalwart Management Services Corporation through Associated Bank in 1988 and 1989 in the total amount of P96.440 million. Case Nos. OMB-C-C-10-0393-I  and OMB-C-A-10-0413-I filed with the Office of the Ombudsman (OMB) against the NTA officials responsible and accountable for the transactions were dismissed by the OMB in a Resolution and Decision dated April 2, 2012 and November 2, 2011, respectively,  due to lapse of prescription period. Thus, 100 percent allowance for impairment loss was provided.
10.4 This account also includes unserviceable property and equipment valued at P254,164, P21,872 and P44, recorded in the books of Candon, Tuguegarao and Isabela Branch Offices, respectively.
11. PAYABLE ACCOUNTS

The breakdown of the account is as follows:

	       
	             2014
	
	             2013

	Accounts payable
	21,578,154
	
	21,743,075

	Notes payable 
	78,729,152
	
	72,745,152

	Due to officers and employees
	1,814,786
	
	988,765

	
	102,122,092
	
	95,476,992


11.1
The Accounts payable account consists mostly of unliquidated/certified obligations as at December 31, 2014.

11.2 The Notes payable account represents long-term loan from the PNB through the Omnibus Credit Line per Credit Agreement with NTA dated June 24, 1996 which was transferred to the Philippine Deposit Insurance Corporation (PDIC) by way of “dacion en pago” agreement on July 30, 2002.  The loan is payable for a period of eight years, with four years grace period and the repayment started on the fifth year up to July 2009. 
The principal pegged at P52,000,000 escalated to P78,729,152 including capitalized interest of P64,794,381 as at December 31, 2014. This is the subject of Ombudsman Case No. OMB 0-00-1147 which was recommended for DISMISSAL for want of probable cause by the Preliminary Investigation and Administrative Adjudication Bureau - A and approved by Acting Ombudsman Orlando C. Casimiro on March 6, 2008.
NTA is in the process of negotiating the signing of the Loan Restructuring Agreement which was approved by the PDIC Board on July 17, 2013.

11.3 The Due to Officers and Employees account comprises unpaid claims of employees of the tobacco agencies in 1987 but carried in the books of NTA after the consolidation.

12. INTER-AGENCY PAYABLES

The breakdown of this account is as follows:

	     
	                 2014
	
	                 2013

	Due to BIR
	1,921,047
	
	718,891

	Due to GSIS
	2,304,468
	
	2,175,288

	Due to Pag-IBIG
	222,280
	
	235,384

	Due to PhilHealth
	42,625
	
	43,300

	
	4,490,420
	
	3,172,863


12.1 This account includes legal/statutory deductions withheld from the salaries of employees for remittance to the Bureau of Internal Revenue (BIR), Government Service Insurance System (GSIS), Home Development Mutual Fund (HDMF/Pag-IBIG) and PhilHealth.

13. OTHER CURRENT LIABILITIES

The breakdown of this account is as follows:

	        
	               2014
	
	               2013

	Guaranty deposits payable
	195,667
	
	125,937

	Performance bonds payable

Other payables
	10
20,377,807
	
	                     2,010

            22,292,423

	
	20,573,484
	
	22,420,370


13.1
Other payables account includes depository liabilities and loan payments of employees withheld from their salaries for remittance to financial institutions like the BIR, GSIS, Pag-IBIG, QUEDANCOR, Gintong Alay, and Government Employees Mutual Benefit Association. It also includes collection of loans granted to farmers by Agricultural Credit Policy Council (ACPC) which was taken in the books as held in trust prior to remittance to ACPC. 
14. OTHER DEFERRED CREDITS

The breakdown of this account is as follows:

	        
	                  2014
	
	                  2013

	M. Belagan

Rodel Ocampo
J. Ramirez

Isabela Branch 
Antonia Soriano
	4,000
1,400

-

-

1,452
	
	4,000

                     -

1,400

26,000
-

	
	6,852
	
	31,400


14.1 This account represents rental deposits in the amount of P6,852 received by the Isabela Branch Office.
15. OPERATING REVENUES

This account is broken down as follows:
	           
	                      2014
	
	                      2013

	Permits and licenses
	100,726,569 
	
	97,010,607

	Service income
	5,349,004
	
	6,233,939

	Business income
	2,268,421
	
	2,129,099

	
	108,343,994
	
	105,373,645


16. OTHER REVENUES

This account is broken down as follows:

	         
	              2014
	
	              2013

	Interest income
	5,014,373
	
	6,396,746

	Miscellaneous income
	1,328,967
	
	2,385,388

	Other fines and penalties
	62,719
	
	275,875

	
	6,406,059
	
	9,058,009


17. SALES REVENUE

	         
	              2014
	
	              2013

	Fresh meat
	33,080,011
	
	5,252,492

	Processed meat
	6,958,340
	
	1,286,434

	
	40,038,351
	
	6,538,926


18. COST OF GOODS SOLD

	         
	              2014
	
	              2013

	Fresh meat
	31,882,535
	
	4,741,325

	Processed meat
	5,468,278
	
	924,713

	
	37,350,813
	
	5,666,038


18.1
The above products are being produced by the NTA through the operations of its AgriPinoy Project. The Corporation markets/trades fresh and processed meat from the raw material produce of the farmers in line with NTA’s Integrated Farming and Other Income Generating Activities Project (IFOIGAP) which endeavors to provide additional livelihood to the tobacco farmers through hog and poultry raising.
19. SUBSIDY INCOME FROM NATIONAL GOVERNMENT
19.1
This account represents regular subsidy received from the National Government in 2014. NTA had an approved budget of P1,059,434,000 for which a total of P656,700,000 was released by the Department of Budget and Management (DBM) in 2014 aligned with the General Appropriations Act (GAA) of FY 2014 .

20. EXPENDITURES

This consists of:
	
	   2014                
	   2013                

	Personal services
	
	

	Salaries and wages
	102,938,931
	103,758,046

	Other compensation

Personnel benefit contributions

Other personnel benefits
	28,562,761
14,014,037

26,119,623
	28,795,169

14,352,615

28,462,354

	
	171,635,352
	175,368,184

	Maintenance and other operating expenses
	

	Bad debts 
	136,780,295
	17,974,895             

	Professional services
	23,343,271
	19,205,732

	Depreciation
	22,861,519
	13,203,245

	Supplies and materials 
	9,181,452
	9,413,262

	Traveling expenses                      
	7,463,357
	6,183,088

	Utility expenses
	6,769,133
	6,558,674

	Representation expenses             
	4,255,152
	3,113,827

	Gasoline and lubricant
	3,505,917
	3,011,009

	Training and scholarship expenses
	2,803,549
	1,648,990

	Communication expenses
	2,336,369
	2,219,703

	Repairs and maintenance
	1,755,486
	1,276,075

	Taxes, insurance premiums and other fees
	644,544
	1,038,695

	Printing and binding expenses
	561,421
	997,639

	Loss on sale of disposed assets
	-
	        588,484

	Subscription and membership contribution expenses
	366,364
	 174,947  

	Rent expenses
	322,487
	299,496

	Extraordinary and miscellaneous expenses
	318,361
	348,119

	Loss of assets
	243,310
	 745,966

	Advertising expenses
	76,209
	223,655

	Transportation and delivery expenses
	36,124
	51,285

	Membership contribution to agency
	35,000
	-

	Donations
	15,000
	            1,000        

	Other maintenance and operating expenses                                         
	5,854,922
	   4,296,690

	
	229,529,242  
	  92,574,476


Financial expenses      

	Bank charges
	
	12,690
	17,870         

	
	
	401,177,284
	267,960,530


21. COMPLIANCE WITH TAX LAWS

21.1
NTA regularly complied with the requirement of the Department of Finance (DOF) - Department of Budget and Management (DBM) - Commission on Audit (COA) Joint Circular No. 1-2000 dated January 3, 2000 and Joint Circular No. 1-2000A dated July 31, 2000, relative to the withholding of taxes on gross compensation income of personnel, suppliers and clients for procurements and service contracts which are remitted using the prescribed BIR forms.  The balances of the taxes withheld at the end of CY 2014 which are remitted to the BIR in 2015 are as follows:
	Nature of Tax Withheld
	Balance, 12/31/2014
	  Remarks

	Withholding taxes on salaries and wages
	1,478,315
	BIR Forms No. 1604-F were filed and payments were remitted through the Land Bank of the Philippines (LBP) on January 9, 2015 in the Central Office and January 7, 8 and 9, 2015 in the Branch Offices. 

	Expanded withholding  tax
	82,366
	BIR Forms No. 1604-E were filed and payments were made through LBP on January 9, 2015 in the Central Office and January 7, 8, 9 and 15, 2015 in the Branch Offices.

	Creditable withholding tax on goods and services
	346,199
	BIR Form Nos. 2306 and 2307 were filed and payments were made through LBP on January 9, 2015 in the Central Office and January 7, 9 and 15, 2015 in the Branch Offices.

	Percentage tax
	14,167
	BIR Forms No. 1600 were filed and payments were made through LBP on January 9, 2015 in the Central Office and January 8, 9 and 15, 2015 in the Branch Offices.


22. GOING CONCERN 
22.1
The accompanying financial statements have been prepared assuming that NTA will continue as a going concern.  NTA had incurred operating losses from 2000 to 2013. The Corporation was created as a developmental, service and regulatory agency under Executive Order (EO) No. 245. On the basis of its mandate, it received subsidy from the National Government for its maintenance and operating expenses and funds to carry out its programs and projects.  From CYs 2000 to 2014, NTA received a total subsidy of P3,305,731,113 from the National Government.  

23.  OTHER SIGNIFICANT MATTERS

23.1
Republic Act (RA) No. 6758, which took effect on July 1, 1989, provides for the consolidation of allowances and additional compensation into the standardized salary rates. Certain additional compensation, however, are exempted from consolidation.

23.2
With the non-compliance to the requirements for the effectivity of the issuance of Department of Budget and Management (DBM) Corporate Compensation Circular (CCC) No. 10, the guidelines in implementing said law, the Supreme Court (SC) declared on August 12, 1998 in G.R. No. 109023 (De Jesus vs. COA) that said guidelines were ineffective. This meant that allowances such as cost of living allowance (COLA) and amelioration allowance were not integrated into the standardized salaries of government employees.

23.3
As the matter of whether there was non-integration or integration raged on, the SC further promulgated on September 6, 2005 in G.R. No. 160386 (PPA vs. COA) that “all not only incumbents as of July 1, 1989 should be allowed to receive backpay corresponding to said benefits, from July 1, 1989 to the new effectivity date of DBM CCC No. 10 - March 16, 1999.”

23.4
Since NTA  is  similarly  situated as PPA, NTA employees manifested and asserted their entitlement to COLA backpay during the period in dispute pursuant to the two afore-mentioned SC decisions.  The computation of the entitlement is estimated to amount to P200 million or approximately 19 per cent of the retained earnings as at December 31, 2014.  
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