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INDEPENDENT AUDITOR’S REPORT
THE BOARD OF DIRECTORS
National Tobacco Administration

Scout Reyes corner Panay Avenue

Quezon City

We have audited the accompanying financial statements of the National Tobacco Administration (NTA), which comprise the balance sheet as of December 31, 2014, and  the statement of revenues and expenditures, statement of changes in net worth and statement of cash flows for the year then ended, and a summary of significant accounting policies and explanatory information.  

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with State accounting principles, and for such internal control as management determines is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified audit opinion.

Basis for Qualified Opinion

The following exceptions were considered in forming our opinion:

1. The validity, reliability and probability of full recovery from several Cash, Receivables, Prepayments, Other Current Assets and Other Assets accounts totaling of P865.967 million cannot be ascertained since 42.31 per cent or P366.398 million have been dormant for more than 10 to 26 years due to undocumented balances carried over from seven defunct tobacco agencies in 1987; unsettled loans of farmers/traders/cooperatives since 1996; receivables from officers and employees no longer in the service; and unrecovered investment in bonds; and
2. The accuracy and existence of Property, Plant and Equipment (PPE) with net book value of P487.766 million as of December 31, 2014 could not be ascertained due to failure to conduct physical inventory taking of its claimed parcels of land totaling P291.770 million per property record, uncorrected discrepancy between property and accounting records of P172.920 million, partially updated PPE Ledger Cards, and uncorrected prior years’ deficiencies in the transfer of title and ownership of claimed parcels of land.

Opinion

In our opinion, except for the effects of the matters described in the Basis for Qualified Opinion paragraph, the financial statements present fairly, in all material respects, the financial position of NTA as at December 31, 2014, and of its financial performance and its cash flows for the year then ended in accordance with State accounting principles. 
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