REPUBLIC OF THE PHILIPPINES

COMMISSION ON AUDIT

Commonwealth Avenue, Quezon City

CORPORATE GOVERNMENT AUDIT SECTOR
Cluster 6 — Social, Cultural, Trading, Promotional and Other Services

June 3, 2026

Ms. MARIA LOURDES CHOA-FAGAR ;
Network General Manager e
People’s Television Network, Inc. i
Broadcast Complex, Visayas Avenue e k ,
Diliman, Quezon City e

Ceonnt ™ |
ST dus Serew T 2 Uy
Dear General Manager Choa-Fagar:

Pursuant to Section 2, Article 1X-D of the Philippine Constitution and Section 43 of
Presidential Decree No. 1445, otherwise known as the Government Auditing Code
of the Philippines, we transmit herewith our report on the results of the audit of the
accounts and fransactions of the People’s Television Network, Inc. (PTNI) for
the years ended December 31, 2025 and 2024.

The report consists of the Independent Auditor's Report, the Audited Financial
Statements, the Observations and Recommendations, and the Status of
implementation of Prior Year's Audit Recommendations.

The Auditor rendered a qualified opinion on the fairness of the presentation of the
financial statements of the PTNI in view of the following:

1. The faithful representation in the financial statements of the balance of the
Property, Plant and Equipment (PPE) account, with a carrying amount of
P2.018 billion as at December 31, 2025, could not be ascertained due to
the following: (a) variances amounting to P529.567 million between the
balances per accounting records and those reported in the Report on the
Physical Count of PPE (RPCPPE); (b) discrepancies totaling P130.159
million between the balances of Accumulated Depreciation per General
Ledger (GL) and the corresponding lapsing schedules, as well as PPE
accounts with no lapsing schedules, with a total carrying amount of
P282.222 million;, (c) existence of PPE sub-accounts with negative
balances totaling P18.799 million; (d) non-reclassification of properties with
acquisition costs below the PS50,000 capitalization threshold to semi-
expendable properties in the aggregate amount of P8.183 million; and {e)
non-provision of impairment losses for unserviceable PPE amounting to
P49.679 million, which are not in accordance with Paragraph 27 of



international Public Sector Accounting Standards (IPSAS) 1 and
Paragraph 26 of IPSAS 21.

The faithful representation in the financial statements of the balances of
the various Due to Bureau of Internal Revenue (BIR) - Withholding Tax
accounts, aggregating to P178.433 million as at December 31, 2025
could not be ascertained due to: a} the existence of an abnormal debit
balance of P8.098 million in the Withholding Tax for Compensation
(WTC) account; and b) absence of Subsidiary Ledgers (SLs) supporting
the Expanded Withholding Tax, Withholding Tax on Government Money
Payments (GMP) - Percentage Taxes, and Withholding Tax on GMP-
Value Added Taxes totaling P186.530 miillion, contrary to Paragraph 27
of IPSAS 1.

The correctness of the balances of the Input Tax and Output Tax
accounts amounting to P176.374 milion and P59.819 million,
respectively, as at December 31, 2025, could not be established due to
inadequate SLs supporting said accounts, thereby, casting doubt on the
fair presentation of the accounts in the financial statements, contrary to
Paragraph 27 of IPSAS 1.

The faithful representation in the financial statements of the balance of
the Receivables account with a net realizable value of P165.657 million
as at December 31, 2025, could not be ascertained due to: (a)
discrepancies amounting to P135.108 million between the balances per
the GLs and SLs; (b) variances totaling P52.685 million between book
balances and the confirmed amounts; (c) existence of negative balances
in the amount of P403,678; and (d) erroneous computation of impairment
losses and non-impairment of Due from Officers and Employees account
and certain sub-accounts under Other Receivables account, resulting in
the understatement of Allowance for Impairment by P14.239 million,
which are not in accordance with Paragraph 27 of IPSAS 1 and
Paragraph 67 of IPSAS 29.

The faithful representation in the financial statements of the balance of
the Cash and cash equivalents account amounting to P150.525 million as
at December 31, 2025 could not be established due to an unreconciled
variance of P23.872 million between the confirmed bank balances and
the corresponding book balances. The discrepancy was mainly
attributable to five closed bank accounts in the total amount of P20.830
million that remained recorded in the books, which is not in accordance
with Paragraph 27 of IPSAS 1.

The non-recognition of Tax Liabilities covering Taxable Years 2008 and
2017 amounting to P55.153 million and P55.471 million, respectively, or
an aggregate of P110.623 million, representing basic taxes, surcharges,
interests, and compromise penalty, resulted in misstatement of various
accounts, contrary to Paragraph 5.14 of IPSAS Conceptual Framework,
Paragraph 27 of IPSAS 1 and IPSAS 3, thus, casts doubt on the fair
presentation of the affected accounts in the Financial Statements.



7. The faithful representation of the balance of the Withholding Tax at
Source (WTS) account (excluding WTS - One Morning), in the amount of
P90.594 million as at December 31, 2025, could not be ascertained due
to: (a) absence of SLs supporting the balance of the GL; and (b)
unsupported withholding tax credits amounting to P25.338 million, which
were not substantiated by BIR Form No. 2307, not in accordance with
Paragraph 27 of IPSAS 1, thereby, casting doubt on the fair presentation
of the balance of the said account in the financial statements.

8. The faithful representation of the Construction in Progress, Advances to
Contractors, and Guaranty/Security Deposits Payable accounts, with
balances of P426.760 million, P62.877 million, and P17.585 million,
respectively, as at December 31, 2025, could not be established due to
inadequate SLs supporting these balances, contrary to Paragraph 27 of
IPSAS 1, thereby, casting doubt on the fair presentation of the said
accounts in the financial statements.

9, The faithful representation in the financial statements of the balance of
the Other Assets — Advances account amounting to P59.540 million as at
December 31, 2025, could not be established due to: (a) unreconciled
discrepancy between the GL and its SLs in the amount of P1.141 million
and GL accounts with no SLs totaling P29.264 million; (b) existence of
negative balance amounting to P105,051; and (c) improper recording of
the Calendar Year (CY) 2024 Collective Negotiation Agreement (CNA)
incentive in the amount of P3.522 million as Advances for Payroll instead
of Other Bonuses and Allowances account, thus, overstating the
concerned asset account with the corresponding understatement to the
expense account by the same amount, not in accordance with Paragraph
27 of IPSAS 1.

10. Non-recognition of unused earned leave credits of the Network’s officers
and employees amounting to approximately P32.581 milion as at
December 31, 2025, resulted in the understatement of the related
expense and liability accounts by the same amount, contrary to
Paragraph 11 of IPSAS 39 and the relevant Philippine Application
Guidance (PAG), thus, compromising the accuracy and fair presentation
of the balances of the said accounts in the financial statements as at
year-end.

For the afore-cited observations, which caused the issuance of a qualified opinion,
we recommended that Management:

1.1 Direct the Finance Division (FD) and the Property Sections to determine the
cause(s) of the variances between the books and the RPCPPE and effect
the necessary adjustments to the affected records;



1.2 Direct the FD to:

1.3

1.4

2.1

a.

Maintain complete and updated lapsing schedules to support the GL
balances of the PPE account;

Reconcile the Accumulated Depreciation balances between the Gls
and lapsing schedules of the PPE sub-accounts; analyze and
investigate further the cause(s} of the noted variances, exert effort to
locate the corresponding supporting documents; and prepare the
necessary adjusting entries;

Identify the cause(s) of the negative balances and make the
necessary adjustments in the books;

Reclassify the identified semi-expendable properties in the aggregate
amount of P8.183 million that are still recorded under PPE and make
the necessary adjusting entries; and

Assess whether there are any indications of impairment of PPE,
particularly for those identified as unserviceable, and recognize
impairment losses, where applicable;

Develop and submit to the Office of the Auditor a comprehensive
Reconciliation Plan on how to address the audit observations noted,
including, but not limited to, guidelines on assessment and recognition of
impairment losses. The reconciliation plan shall include specific activities to
be performed with definite timelines;

Comply with the procedures prescribed under COA Circular No. 2020-006
dated January 31, 2020 pertaining to “one-time cleansing of PPE account
balances of government agencies” to establish the PPE balances that are
verifiable as to existence, condition and accountability;

Direct the FD to:

a.

Perform a detailed analysis of the WTC account, specifically tracing
the nature and origin of the P8.098 million debit balance from CY
2020 and pricr years;

Prepare the necessary Journal Entry Voucher (JEV) to correct the
abnormal balance, based on the results of the analysis and
recongiliation performed;

Fast-track the updating and maintenance of SLs for all withholding tax
accounts; and

Conduct regular monthly reconciliations between the GL and the
corresponding SLs, and promptly investigate and resolve any
variance before the filing of monthly BIR returns;



3.1

4.1.

Direct the FD to:

a.

Exert diligent efforts to validate the balances of the Input Tax and
Output Tax accounts pertaining to periods prior to CY 2024 through
the following actions:

» assign personnel to locate, compile and organize all purchase
invoices (for Input Tax) and sales invoices (for Output Tax)
from prior years, together with the respective tax returns filed;
and

¢ prepare and maintain complete and updated SLs for both Input
and Qutput Taxes accounts; and

Moving forward, ensure the conduct of regular GL-to-SL
reconciliations to establish faithful representation of the accounts in
the financial statements;

Direct the FD to:

Exert diligent efforts in determining whether the GL balance or the SL
balances accurately reflect the Receivables account and, thereafter,
make the necessary adjustments in the books;

Reconcile the variances noted during the confirmation of Accounts
Receivable with the concerned clients and effect the necessary
adjustments, if warranted,

Ensure that complete and accurate client information is indicated in
the SLs to facilitate effective monitoring and collection of receivables;

Analyze the cause(s) of the negative balances and make the
necessary adjustments in the books;

Ensure accurate aging of receivables and computation of Allowance
for Impairment;

Assess the Due from Officers and Employees and Other Receivables
accounts to determine the appropriate amount of impairment loss and
record the necessary adjusting entries; and

Develop and implement a comprehensive Reconciliation Plan fo
address the perennial audit observations noted, which shall include
specific activities to be performed with definite timelines for
implementation;



51

6.1

Direct the FD to:

a.

After due consideration and evaluation, derecognize from the books
pertaining to deposits in closed bank accounts, following the
recommendation of the COA-Government Accountancy Sector; and

Exert diligent efforts in determining the nature of the Check/Cash
Deposits, Credit Memos, Debit Memos, and No Sufficient Fund check
that remained unadjusted in the books, and prepare the corresponding
JEVs to record the necessary adjustments for submission to the Audit
Team for review and evaluation;

Direct the FD to:

a.

Implement retrospective correction of the prior period error in
compliance with IPSAS 3 by:

» restating the comparative figures for prior periods affected, to
the extent practicable;

e adjusting the opening balances of net assets/equity
(specifically Accumulated Surplus/Deficit account) for the
earliest period presented, instead of recognizing the correction
through current year's expense accounts; and

» providing full disclosures in the Notes to Financial Statements,
detailing the nature of the error, the amount of correction for
each affected line item, and the circumstances surrounding the
adjustment;

Prepare ihe necessary accounting entry to recognize the BIR-
assessed tax liabilities as follows:

Account Title Account Code Debit Credit

Accumulated Surplus/(Deficit) 30101010 XXX
Due to BIR 20201010 XXX
Other Payables 29999990 XXX

Furnish COA-PTNI with copies of the JEVs and supporting schedules
for audit review and validation;

Henceforth, strictly comply with applicable tax laws, rules and
regulations to avoid the incurrence of surcharges, interests, and
penaities; and

Ensure the fair presentation of the financial statements by recognizing
and recording all valid and existing liabilities in the appropriate
accounts on a timely basis, moving forward;



7.1

8.1

9.1

10.1

Direct the FD to:

a.

Assign dedicated personnel to fast-track the immediate preparation
and regular maintenance of SLs to support the balance of the WTS
account;

Conduct a thorough analysis of the WTS account and promptly
coordinate with the BIR to determine whether the account balance,
particularly the portion pertaining to CY 2020, remains valid and may
still be applied as a tax credit; and

Based on the results of the validation and confirmation, prepare the
necessary adjusting entries to derecognize the WTS balances that
are no longer valid or recoverable as tax credits, thereby ensuring
that the WTS account is fairly stated and accurately presented in the
books of accounts;

Direct the FD to prepare SLs to support the balances of the aforementioned
GL accounts and exert diligent efforts in locating the pertinent documents
needed to update and maintain the SLs, including, but not limited, to
assignment of personnel dedicated to perform the task;

Direct the FD to:

a.

Reconcile the balances between the GLs and Sis of the Other
Assets-Advances accounts and prepare the necessary adjusting
entries, if warranted;

Provide the necessary SLs to support the balance of the Advances to
Officers and Employees-Government Service Insurance System
account;

Review and analyze the transactions affecting the Advances to
various Accountable Officers with negative balances, prepare the
necessary adjusting entries, and thereafter submit the JEV to the Audit
Team for review and evaluation; and

Make the necessary adjusting entries to correct the improper
recording of the CY 2024 CNA incentive and submit the JEV to the
Audit Team for review and evaluation; and

Direct the FD to:

a.

Prepare the appropriate JEV and record the liability arising from the
accumulated unused earned leave credits of PTNI officers and
employees as at December 31, 2025, through the following adjusting
entry:



Accumulated Surplus/(Deficit) XXX
Leave Benefits Payable XXX
To recognize the liabifity for accumulated unused earned
leave credits not previously recorded in the books

b. Coordinate with the Human Resources Department to maintain an
updated database of leave credits and salary rates of ali PTNI officers
and employees to facilitate accurate computation, valuation, and
recording of leave henefit liabilities; and

C. Establish and implement a year-end accrual process to ensure that all
earned but unused leave credits are valued and recorded annually in
compliance with IPSAS 39 and the relevant PAGs.

The other significant audit cbservation and recommendations that need immediate
action is as follows:

11. Taxes withheld aggregating P187.767 million remained unremitted as at
December 31, 2025, due to unreconciled records, contrary to Section B.4 of
Revenue Memorandum Circular No. 23-2012 dated February 14, 2012,
thus, exposes the Network to potential penalties, surcharges, and interests.

11.1 We recommended that Management direct the FD to:

a. Immediately perform a detailed reconciliation of all the unremitted
taxes withheld to determine the accuracy and validity of the cumulative
balances carried forward from prior years;

b.  Afterwards, coordinate with the BIR to validate and confirm the actual
tax liabilities due for remittance. Any discrepancyfies identified shall be
promptly communicated to the BIR for appropriate resoiution,

C. Upon determination of the correct tax liabilities, facilitate the
immediate remittance thereof to the BIR to avoid incurrence of
penalties, surcharges, and interest; and

d.  Strengthen internal controls over tax accounting, including periodic
reconciliation, supervisory reviews, and proper documentation, to
prevent recurrence of similar issues.

The other observations together with the recommended courses of action which
were discussed by the Audit Team with concerned Management officials and staff
during the exit conference conducted on May 13, 2026 are discussed in detail in
Part Il of the report. We also invite your attention to the prior year's
unimplemented audit recommendations embodied in Part lil of the report.

We request that appropriate actions be taken on the observations and
recommendations contained in the report and that we be informed of the action(s)
taken thereon by submitting the duly accomplished Agency Action Plan and
Status of Implementation form (copy attached) within 60 days upon receipt hereof.



We acknowledge the support and cooperation that Management extended fo the
Audit Team, thus facilitating the completion of this report.

Very truly yours,
COMMISSION ON AUDIT

By:

(2

ATTY. CHITQ/C. JANABAN
Director IV
Cluster Director

Copy furnished:

The President of the Republic of the Philippines

The Vice President

The President of the Senate

The Speaker of the House of Representatives

The Chairperson — Senate Finance Commitiee

The Chairperson — Appropriations Committee

The Secretary of the Department of Budget and Management
The Governance Commission for Government-Owned or Controlled Corporations
The Presidential Management Staff, Office of the President
The UP Law Center

The National Library

The COA Central Library



(Name of the Agency and Address)

AGENCY ACTION PLAN and

STATUS OF IMPLEMENTATION

As of

Audit Observations and Recommendations
For the Calendar Year 2025

Agency Action Plan

Target R P
Implementation eason for .
Date Delay/Non- Action
Audit Audit Persons/Dept. Status of Implementation, | Taken/Action
Ref. Observations Recommendations Action Plan Responsible From To Implementation if applicable to be Taken
Agency sign-off:
Name and Position of Agency Officer Date

Note: Status of Implementation may either be {a} Fully Implemented, (b) Cngoing, (c) Not Implemented, or {d) Delayed




