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Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the financial statements of the People’s Television Network, Inc.
(PTNI), which comprise the statements of financial position as at December 31, 2025 and
2024, and the statements of financial performance, statements of changes in net
assets/equity, and statements of cash flows for the years then ended, statement of
comparison of budget and actual amounts for the year ended December 31, 2025, and
notes to financial statements, including a summary of significant accounting policies.

In our opinion, except for the effects and possible effects of the matters described in the
Bases for Qualified Opinion section of our report, the accompanying financial statements
present fairly, in all material respects, the financial position of the PTNI as at December
31, 2025 and 2024, and its financial performance and its cash flows for the years then
ended in accordance with International Public Sector Accounting Standards (IPSASSs).

Bases for Qualified Opinion

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; (b) discrepancies totaling P130.158
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 miltion; (¢) existence of PPE sub-
accounts with negative balances totaling P18.799 miilion; (d) non-reclassification of
properties with acquisition costs below the P50,000 capitalization threshold to semi-
expendable properties in the aggregate amount of P8.183 million; and (&) non-provision
of impairment losses for unserviceable PPE amounting to P48.679 million, which are not
in accordance with Paragraph 27 of IPSAS 1 and Paragraph 26 of IPSAS 21.

In addition, the faithful representation in the financial statements of the balances of the
various Due fo Bureau of Internal Revenue-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 account; and b) absence of Subsidiary Ledgers (SLs) supporting the
Expanded Withhoiding Tax, Withholding Tax on Government Money Payments (GMP) -
Percentage Taxes, and Withholding Tax on GMP-Value Added Taxes totaling P186.530
million, contrary to Paragraph 27 of IPSAS 1.

Moreover, the correctness of the balances of the Input Tax and Output Tax accounts
amounting to P176.374 million and P59.919 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.

Also, 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 GL 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 [PSAS 29.

Furthermore, 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.

Additionally, 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.

Moreover, the faithful representation of the balance of the Withholding Tax at Source
(WTS) account (excluding WTS - One Morning), in the amount of P80.584 miillion 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 Bureau of Internal Revenue 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.

Also, 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 Sis 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.

Furthermore, 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 CY 2024 Collective Negotiation Agreement 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.

Lastly, non-recognition of unused earned leave credits of the Network's officers and
employees amounting to approximately P32.581 million 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, thus, compromising the accuracy and fair presentation of the balances of the
said accounts in the financial statements as at year-end.

We conducted our audits in accordance with International Standards of Supreme Audit
Institutions (ISSAIls). Our responsibilities under those standards are further described in
the Auditor's Responsibilities for the Audit of the Financial Stafements section of our
report. We are independent of the PTNI in accordance with the ethical requirements that
are relevant to our audit of the financial statements in the Philippines, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide bases for our
opinion.

Responsibilities of Management and Those Charged with
Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IPSASs, 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.

In preparing the financial statements, management is responsible for assessing the PTNI's
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either
intends to liquidate the PTNI or to cease operations, or has no realistic alternative but to
do so.

Those charged with governance are responsible for overseeing the PTNI's financial
reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue



an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISSAI's will
always detect a material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

As part of an audit in accordance with [SSAls we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

s Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

¢ Obtain an understanding of internal control relevant to the audit 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 PTNI's internal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

s Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the PTNI's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the PTNI to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and the significant audit findings, including any
significant deficiencies in the internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information for the year ended
December 31, 2025, required by the Bureau of Internal Revenue as disclosed in Note 29 to
the financial statements is presented for purposes of additional analysis and is not a required



part of the/basic financial statements prepared in accordance with IPSASs. Such
supplemenfary information is the responsibility of management.
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