A.

1.

PART Il - OBSERVATIONS AND RECOMMENDATIONS

FINANCIAL

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 P130.159 million between
the balances of Accumulated Depreciation per General Ledger 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 P50,000
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
Standard (IPSAS) 1 and Paragraph 26 of IPSAS 21.

1.1.  This is a reiteration of prior years’ audit observation, with updates, as
Management has not yet fully implemented the recommendations.

1.2. Paragraph 27 of IPSAS 1 provides that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs. The application of
IPSASs, with additional disclosures when necessary, is
presumed to result in financial statements that achieve a fair
presentation.

1.3.  Also, Paragraph 26 of IPSAS 21 provides that:

An entity shall assess at each reporting date whether there is
any indication that an asset may be impaired. If any such
indication exists, the entity shall estimate the recoverable
service amount of the asset.

1.4.  Various PPE accounts amounting to P3.891 billion had a carrying amount
of P2.018 billion as at December 31, 2025, categorized into sub-accounts
as presented in Table 1.
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Table 1: Breakdown of PPE account as at December 31, 2025

Accumulated

Sub-Account Cost D e Carrying Amount
epreciation

Land P 4,270,000 P P 4,270,000
Buildings 650,380,734 189,957,104 460,423,630
Other Structures 5,693,792 3,035,222 2,658,570
Construction in Progress 426,759,891 426,759,891
Office Equipment 72,428,363 67,980,461 4,447,902
Information and Communication

Technology (ICT) Equipment 69,502,058 60,143,529 9,358,529
Furniture and Fixtures 25,311,555 11,948,482 13,363,073
Communications Equipment 1,218,537,941 884,233,811 334,304,130
Communications Networks 1,129,109,843 565,076,765 564,033,078
Other Machinery and
Equipment 7,271,613 2,907,010 4,364,603
Motor Vehicles 112,713,933 67,991,409 44,722,524
Other PPE 168,700,162 19,486,671 149,213,491
Total P3,890,679,885 P1,872,760,464 P2,017,919,421

Variances amounting to P529.567
million between the balances per
accounting records and those
reported in the Report on Physical
Count of PPE (RPCPPE)

1.5.  Comparison of the balances of various PPE sub-accounts per accounting
records and those reported in the RPCPPE as at December 31, 2025
showed a variance of P529.567 million, as detailed in Table 2.

Table 2 — Comparison of PPE balances per accounting records vis-a-vis RPCPPE

Sub-Account Per accounting records Per RPCPPE Variance

Land, Building and Other Structures P 660,344,526 P 758,177,452 P (97,832,926)
Communications Networks and

Communications Equipment 2,347,647,784 1,872,890,090 474,757,694
Office Equipment 72,428,363 26,199,166 46,229,197
ICT Equipment 69,502,058 143,486,391 (73,984,333)
Other Machinery and Equipment 7,271,613 471,857 6,799,756
Motor Vehicles 112,713,933 123,303,637 (10,589,704)
Furniture and Fixtures 25,311,555 6,662,438 18,649,117
Electrical and Maintenance Supplies - 336,500 (336,500)
Other PPE 168,700,162 2,825,800 165,874,362
Total P3,463,919,994  P2,934,353,331 P529,566,663

1.6.  Verification disclosed that the reconciliation between the property and
accounting records is still ongoing to identify the cause(s) of the noted
variances. It was also observed that the Property Section records PPE at
gross amounts, whereas the accounting records reflect PPE at gross
amounts net of applicable taxes. This difference in recording methodology
contributed to variances identified between the property and accounting

records.
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Discrepancies totaling P130.159 million between
the balances of Accumulated Depreciation per
General Ledgers (GLs) and the corresponding
lapsing schedules, as well as PPE accounts with
no available lapsing schedules, which had a total
carrying amount of P282.222 million

1.7.

1.8.

A lapsing schedule is a spreadsheet that lists the purchase date,
depreciation, and movement/actions related to a fixed asset. Its primary
purpose is to track the rate at which a book value of a fixed asset declines
over time. The information in the lapsing schedule serves as the basis for
reconciling the book value of fixed assets with balances reflected in the
GL. Where discrepancies are identified and the lapsing schedule is
validated as accurate and complete, appropriate adjusting entries may be
necessary to align the GL balances with the supporting records.

Verification disclosed that the GL balances of the Accumulated
Depreciation of PPE accounts with available lapsing schedules, amounted
to P1.395 billion as at December 31, 2025. However, these balances did
not reconcile with the total balances reflected in the lapsing schedules,
which amounted to P1.333 billion, resulting in a variance of P130.159
million. Details are presented in Table 3.

Table 3 - Comparison of Accumulated Depreciation per GLs vis-a-vis

Lapsing schedules

Variance
Accumulated Depreciation GL balance Lapsing schedule (In Absolute

Amount)
Communications networks P 565,076,765 P 488,596,967 P 76,479,798
Buildings 189,957,105 175,414,379 14,542,726
Other structures 3,035,222 3,035,222 -
Office equipment (General Fund) 44,654,015 45,113,622 459,607
ICT equipment 60,143,529 56,389,799 3,753,730
Engineering equipment 2 449,310,480 448,423,969 886,511
Other machinery and equipment 2,907,010 3,020,649 113,639
Motor vehicles 67,991,409 101,438,145 33,446,736
Furniture and fixtures 11,948,482 11,471,777 476,705
Total P1,395,024,017 P1,332,904,529 P130,159,452

1.9. In addition, PPE sub-accounts with a total carrying amount of P282.222
million were not supported by lapsing schedules, as listed in Table 4.

Table 4 — List of PPE sub-accounts with No Lapsing Schedules

Sub-Account Cost ADcculella.t ed Carrying

epreciation Amount
Office equipment — One Morning P 67,634 P P 67,634
Office equipment - Miscellaneous 4,886,584 23,326,446  (18,439,862)
ICT equipment — One Morning 74,509 - 74,509
Radio/communication equipment 12,128,056 11,618,794 509,262
Betacam equipment 24,231,582 24,590,254 (358,672)
Engineering equipment 1 125,536,165 17,008,899 108,527,266
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Accumulated Carrying

Sub-Account Cost D o
epreciation Amount
Engineering equipment 1 — One Morning 151,552 - 151,552
2nd Protocol 322,936,639 290,642,975 32,293,664
3rd Protocol 101,180,446 91,062,408 10,118,038
Office fixtures — One Morning 65,000 - 65,000
Other PPE 168,700,162 19,486,671 149,213,491
Total P759,958,329 P477,736,447 P282,221,882

1.10. The discrepancies in the balances of Accumulated Depreciation between
the GLs and lapsing schedules and the absence of lapsing schedules for
some PPE sub-accounts, were attributed to the lack of supporting
documents for prior years’ transactions. Management is currently in the
process of retrieving these supporting documents to facilitate the
reconciliation of the noted variances.

Existence of PPE sub-accounts with negative
balances totaling of P18.799 million

1.11. Two PPE sub-accounts reflected negative book balances totaling
P18.799 million, as presented in Table 5.

Table 5 — PPE sub-accounts with negative book balances as at December 31, 2025

Sub-Account Cost Accumt_xla_t ed Carrying
Depreciation Amount
Office Equipment - Miscellaneous P 4,886,584 P 23,326,446 P (18,439,862)
Betacam Equipment 24,231,582 24,590,254 (358,672)
Total P29,118,166 P47,916,700 P (18,798,534)

1.12. It was further observed that no lapsing schedule was provided for these
PPE sub-accounts as presented in Table 4. As of this writing, the Finance
Division (FD) has yet to determine the root cause(s) of these negative
balances as they are currently in the process of reconciling their records.

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

1.13. Item 4.2 of COA Circular No. 2022-004 dated May 31, 2022 states that:

4.2 The increase in the capitalization threshold from
P15,000.00 to P50,000.00 shall be considered as a
change in accounting policy and shall be applied
retrospectively. It means that the new capitalization
threshold of P50,000.00 shall be applied for all tangible
items purchased in calendar year (CY) 2022 onwards and
in the prior years.
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1.14. Review of the available lapsing schedules showed PPE items costing
below the capitalization threshold of P50,000 remained included in the
PPE account balance as at December 31, 2025, in the aggregate amount
of P8.183 million, as listed in Table 6.

Table 6 — PPE costing below P50,000 not reclassified to Semi-Expendable
Properties as at December 31, 2025

Sub-Account Cost
Office Equipment P1,563,929
Furniture & Fixtures 1,617,978
ICT Equipment 3,698,936
Communication Equipment 944,060
Communications Networks 275,771
Other Machinery and Equipment 33,393
Motor Vehicles 48,750
Total P8,182,817

1.15. As confirmed with the concerned personnel from the FD, the identification
and reclassification of PPE below the P50,000 capitalization threshold are
still on-going. However, the continued inclusion of such semi-expendable
properties in the PPE account resulted in the overstatement of PPE
balance by P8.183 million with the corresponding understatement of the
related expenses by the same amount as at December 31, 2025.

Non-provision of impairment losses for
unserviceable PPE amounting to P49.679
million

1.16. Review of the accounting records disclosed that no provision for
impairment loss was recognized for unserviceable PPE. Inquiry with the
FD revealed the lack of written policy or guidelines governing the
recognition and measurement of impairment losses for PPE. Details of the
unserviceable PPE as at December 31, 2025 are shown in Table 7.

Table 7 — Summary of Unserviceable Properties as at December 31, 2025

Communications ICT / Office Motor Other PPE Total

Station/Office Networks Equipment Vehicles

Admin. P - P - P - P 3,665 P 3,665
Archives 757,940 - - - 757,940
Baguio 2,249,834 315,171 - 7,990 2,572,995
Calbayog 1,361,145 70,745 - 34,780 1,466,670
Camerapool 127,607 - - - 127,607
Cebu 143,721 - - 2,508 146,229
Davao 499,950 167,843 - 21,999 689,792
Dispatching - - 3,926,007 - 3,926,007
Dumaguete 4,129,020 45,000 - 1,530 4,175,550
Guimaras 11,078,175 - - 32,250 11,110,425
HD Van 7 5,000 - - - 5,000
IT Section - - - 3,000 3,000
Naga - - - 35,160 35,160
News Library - - - 5,600 5,600
Palawan 463,736 38,652 - - 502,388
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Communications ICT / Office Motor Other PPE Total

Station/Office Networks Equipment Vehicles

Property 6,923,065 5,894,806 - 335,035 13,152,906
Purchasing - - - 6,430 6,430
Tacloban 56,710 82,604 - 34,785 174,099
Uplink 1,583,154 - - - 1,583,154
Zamboanga 9,234,310 - - - 9,234,310
Total P38,613,367 P6,614,821 P3,926,007 P524,732  P49,678,927

1.17. While the Network has yet to establish internal written policy or guidelines
on the recognition and measurement of impairment losses for PPE, the
FD may refer to the guidelines provided under IPSAS 21 — Impairment of
Non-Cash-Generating Assets.

Consequently, the fair presentation of the PPE account, which had a

carrying amount of P2.018 billion as at December 31, 2025, could not be

fully ascertained.

Other Observation

Unserviceable PPE costing P49.679 million
remained undisposed as at December 31, 2025

1.19. Section 79 “Destruction or sale of unserviceable property” of Presidential

Decree (PD) No. 1445 states that:

When government property has become unserviceable for any
cause, or is no longer needed, it shall, upon application of the
officer accountable therefor, be inspected by the head of the
agency or his duly authorized representative in the presence of
the auditor concerned and, if found to be valueless or
unsalable, it may be destroyed in their presence. If found to be
valuable, it may be sold at public auction to the highest bidder
under the supervision of the proper committee an award or
similar body in the presence of the auditor concerned or other
duly authorized representative of the Commission, after
advertising by printed notice in the Official Gazette, or for not
less than three consecutive days in any newspaper of general
circulation, or where the value of the property does not warrant
the expense of publication, by notices posted for a like period
in at least three public places in the locality where the property
is to be sold. In the event that the public auction fails, the
property may be sold at a private sale at such price as may be
fixed by the same committee or body concerned and approved
by the Commission.

1.20. Verification of records showed the existence of unserviceable PPE

totaling P49.679 million that were not yet disposed of as at December 31,
2025, as summarized in Table 7. Of this amount, P43.391 million pertains
to unserviceable properties already identified in CY 2024.
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1.21

1.22

1.23

1.24

Inquiries with the FD and the Property Section personnel confirmed that
no disposal of PPE was conducted during CY 2025. Although the Disposal
and Appraisal Committee was reconstituted, unserviceable properties
have yet to undergo inspection. Consequently, no Inventory and
Inspection Report of Unserviceable Property (IIRUP) was prepared as at
year-end to facilitate the disposal process.

The delay in disposal of these unserviceable properties exposes the
assets to further deterioration, obsolescence, and/or potential
misappropriation, Moreover, it deprives the Network of a potential
revenues or cost savings that could have been realized had the assets
been promptly disposed of through sale, transfer, or other authorized
modes of disposal.

Finally, the recurrence and prolonged non-resolution of these PPE-related
observations indicate weaknesses in the internal control system of the
PTNI, concerning the recognition, monitoring, documentation, and
disposition of property and asset-related transactions.

We recommended that Management:

a. Direct the 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;

b. Direct the FD to:

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

2. 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;

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

4. 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

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

c. 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
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reconciliation plan shall include specific activities to be
performed with definite timelines;

d. 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; and

e. Direct the Disposal and Appraisal Committee to immediately
conduct inspections and prepare the IIRUP for all unserviceable
properties to facilitate their prompt disposal and submit the
same to the FD to facilitate preparation of the necessary
adjusting entries.

1.25 Management commented that the noted discrepancies between the
balances between accounting records and RPCPPE may be partly
attributed to differences in recording methodologies adopted by Property
and Accounting Units. Specifically, the Property Section records assets
based on acquisition costs, whereas the Accounting Unit recognizes the
same assets at depreciated values.

1.26 Further, some variances may have resulted from prior recording practices
in the accounting records wherein certain assets were recorded as “one
lot”. This practice has made it difficult to identify specific items, particularly
in determining whether such assets have already been disposed of or are
still on hand. There are also instances where disposal activities have
already been undertaken; however, the corresponding entries remain in
the accounting records, as the specific components of the recorded “lot”
could not be clearly identified.

1.27 Notwithstanding these issues, the Property Section assured the Audit
Team that the Accounting and Property Sections have been continuously
coordinating to reconcile these discrepancies and validate the records
based on the results of the physical inventory.

1.28 Management also commented the following:

i. The FD is diligently working on finalizing and consistently
updating the lapsing schedules. It will prepare the necessary
adjustments and/or corrections to ensure the continued accuracy
and integrity of the GL balances for the PPE account. The FD will
also verify the completeness and existence of these balances
and determining the cause(s) of the variances reflected between
the books and RPCPPE.

ii. The affected accounts are currently undergoing detailed analysis
to determine and resolve the noted variances. Further, efforts to
collect and retrieve the necessary supporting documents for the
preparation and appropriate recording of the required
adjustments are being enhanced.
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iii. The FD is in the process of locating and preparing detailed
working papers to facilitate the identification of discrepancies,
including the negative balances observed, and to support the
necessary corrections and adjustments. Appropriate adjusting
entries will be recorded upon completion of the reconciliation to
ensure that all affected accounts are properly reflected in the
financial records.

iv. Appropriate adjusting entries will be recorded for the
reclassification of the identified semi-expendable items recorded
as PPE.

v. The FD will assess the PPE for any indicators of impairment
especially those that were identified as unserviceable.
Guidelines will also be developed, subject to management
approval, to ensure compliance with applicable impairment
requirements.

1.29 Moreover, the FD and Property Section will collaborate in developing and
submitting to the Office of the Auditor a comprehensive reconciliation plan
outlining the actions to address the audit findings. The plan will include
specific activities and defined timelines to ensure proper implementation.

1.30 Management further commented that it will direct the Disposal and
Appraisal Committee to promptly conduct inspections and prepare the
IIRUP for all unserviceable properties to facilitate their disposal. The
completed reports will be submitted to the FD to enable the preparation of
the necessary adjusting entries.

1.31 During the Exit Conference, Management also commented that it is
currently undertaking the necessary procedures and completing the
requirements to avail itself of the one-time cleansing of PPE.

1.32 As a rejoinder, the Audit Team emphasizes that the PPE balances per
accounting records presented in Table 2 and compared against balances
reflected in the RPCPPE, are stated at cost without considering the
depreciation. The Team acknowledges the actions taken and the
commitments made by the Network to address the recommendations.
Nevertheless, the implementation and effectiveness of the corrective
measures shall be validated and monitored during the CY 2026 audit.

The faithful representation in the financial statements of the balances of the
various Due to 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 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
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million, contrary to Paragraph 27 of International Public Sector Accounting
Standard 1.

Existence of an abnormal debit balance of
P8.098 million in the Withholding Tax for
Compensation (WTC) account

2.1

2.2

23

Paragraph 27 of IPSAS 1 on the Presentation of Financial Statements
states that.

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs.

WTC is the tax deducted by an employer from an employee’s cash and
non-cash remuneration (salaries, wages, bonuses, and taxable
allowances). The employer acts as a withholding agent for the
government, calculating and deducting the tax before the employee
receives the net pay. This account is a liability account that normally
carries a credit balance, representing taxes collected from employees but
not yet paid to the government.

Salient features of WTC are as follows:

o It allows the government to collect income tax throughout the year
rather than in one lump sum at the end of the tax period;

e The amount withheld is considered an advance payment of the
employee’s final annual income tax liability; and

o The employer is legally mandated to:

1. Withhold the correct amount based on current tax tables (e.g., Tax
Reform for Acceleration and Inclusion Law scales);

2. Remit the collected taxes to the Bureau of Internal Revenue (BIR)
by the monthly deadline; and

3. Annualize the tax at year-end to ensure the total withheld matches
the employee's actual tax due.

Table 8 - Summary Comparison of Expanded Withholding Tax (EWT), Withholding Tax (WT)-

GMP-Value Added Tax (VAT), and WT-GMP-Percentage Taxes are as follows:

Feature EWT WT - GMP - VAT

WT - GMP -
Percentage Tax

Applicability

Specific income payments || Purchases from VAT || Purchases from Non-
(Rent, Prof. Fees, etc.) suppliers VAT suppliers

55



24

Feature EWT WT - GMP - VAT WT - GMP -
Percentage Tax
Tax Type Creditable Income Tax Final V?Il;i Added Final Percentage Tax
0, 0,
Standard Rate 1% (Goon) [ 2% 5% 3%
(Services)

BIR Form | 1601-EQ/2307 || 1600-VT/2306 ||  1600-PT/2306 |

As at December 31, 2025, the WTC account reflected an abnormal debit

balance of P8.098 million in the GL and Post-Closing Trial Balance.
Inquiry with FD revealed that this balance represents cumulative amounts
carried over from CY 2020 and prior years, which have yet to be
reconciled and adjusted.

Absence of Subsidiary Ledgers (SLs) supporting
the EWT, WT on GMP-Percentage Taxes, WT
on GMP-VAT totaling P186.530 million

2.5

2.6

2.7

2.8

Audit revealed the absence of SLs for EWT, WT-GMP Percentage, and
WT-GMP VAT amounting to P159.740 million, P2.194 million, and
P24.596 million, respectively, or aggregating to P186.530 million as at
December 31, 2025. Although the FD is mid-way through reconciling and
preparation of SLs for CY 2025, the backlog persists due to personnel
constraints and voluminous transactions. The lack of SLs hindered the
validation of GL balances against actual tax remittances.

As a result, this increases the likelihood of the following, among others:

1. Inability to perform mandatory reconciliations between the GL and
SLs;

2. Potential under-remittance or over-remittance of taxes, leading to
penalties, surcharges, and interests;

3. Difficulty in the preparation of reports required by the BIR, particularly
those requiring a breakdown of taxes withheld from each supplier; and

4. Inability to pinpoint the specific transactions or accounting periods
causing variances between the taxes withheld and the taxes remitted.

The presence of abnormal year-end balance and absence of SLs cast
doubt on the fair presentation of the balances of the subject accounts as
at year-end, which is not in accordance with Paragraph 27 of IPSAS 1.

We recommended that Management 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 prior years;
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b. Prepare the necessary Journal Entry Voucher (JEV) to correct the
abnormal balance, based on the results of the analysis and
reconciliation performed;

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

d. 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.

2.9 The FD commented that the updating of the SL for the various Due to BIR
accounts is currently in progress, beginning with the current year and
extending to the completion of prior years. A thorough review and analysis
of the accounts are being undertaken to ensure that all entries are
properly recorded in accordance with accounting practices and principles.
Corresponding adjusting entries will be prepared, as necessary.

2.10 In compliance with the recommendation, the FD will also implement
monthly reconciliations between the GL and SLs. This will allow the timely
identification and correction of variances prior to the filing of BIR monthly
returns.

211 As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance with the audit recommendations will be monitored in CY
2026 audit.

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 Subsidiary
Ledgers supporting said accounts, thereby, casting doubt on the fair
presentation of the accounts in the financial statements, contrary to
Paragraph 27 of International Public Sector Accounting Standard 1.

3.1 Paragraph 27 of IPSAS 1 provides that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs. The application of
IPSASs, with additional disclosures when necessary, is
presumed to result in financial statements that achieve a fair
presentation.

3.2 Input Value-Added Tax (VAT), also known as Input tax, is the VAT that a
VAT-registered taxpayer pays on purchases of goods, properties and/or
services necessary for conducting business. Input tax can be credited
against output tax, subject to specific rules and limitations.
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3.3

3.4

3.5

3.6

3.7

3.8

3.9

Output VAT on the other hand, also known as Output tax, is the VAT that
a VAT-registered taxpayer is required to charge and collect from the buyer
on the sale of taxable goods, properties and/or services. The output tax
collected from customers is considered a liability payable to the BIR.

To support the filing of VAT returns, taxpayers must submit to the BIR the
Summary Listing of Sales and Purchases which requires, among others,
the BIR-registered name of the buyer and supplier, Tax ldentification
Number, nature and amount of sales or purchase, and the amount of VAT
or creditable input VAT for the transaction.

At the end of each VATable period, the taxpayer determines the VAT
payable to the government by computing the difference between the
output tax and input tax. The seller or supplier is responsible for collecting
the VAT from the buyer as part of the sales price and ensuring that the
output VAT collected is properly and promptly remitted to the BIR.

Review of the Statement of Financial Position of PTNI as at December 31,
2025 revealed the Input tax and Output tax accounts, excluding balances
from input and output taxes from One-Morning, have a balance of
P176.374 million and P59.919 million, respectively. However, the
corresponding SLs for the said accounts amounted to only P79.360
million and P37.584 million, respectively, resulting in unreconciled
differences of P97.014 million and P22.335 million, respectively. The
summary is presented in Table 9.

Table 9 — Comparison of Input Tax and Output Tax balances
per GL vis-a-vis SL

GL Account Balance as at SLs Ending Difference
December 31, 2025 Balance
Input Tax P176,373,759 P79,359,575 P97,014,184
Output Tax 59,918,608 37,583,986 22,334,622

The SL balances were derived solely from transactions covering CYs
2024 up to September 2025, as SLs for periods prior to CY 2024 were not
available.

Inquiry revealed that the inadequate SLs support the Input Tax and Output
Tax accounts was primarily attributable to lack of manpower and
unavailability of documents necessary to update and reconcile the said
accounts.

It is to be noted that Input Tax is an asset account representing future
economic benefits in the form of creditable VAT that may be applied
against Output tax liabilities. Hence, the absence of complete and reliable
supporting records casts doubt on the validity, accuracy, and
recoverability of the account balance, thereby affecting the fair
presentation of the account in PTNI’s financial statements.
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3.10

3.11

3.12

3.13

3.14

3.15

We recommended that Management 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:

e 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

e prepare and maintain complete and updated SLs for both
Input and Output Taxes accounts; and

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

The FD commented that the SLs for Input Tax covering CYs 2018-2023
has been completed and is ready for submission to the Audit Team for
review and validation.

The preparation and reconciliation of the SLs for Output Tax is currently
ongoing. Assigned personnel are diligently compiling all relevant
documents to support the reconciliation process.

The FD also confirmed that measures have been instituted to conduct
regular GL-to-SL reconciliation moving forward, in line with IPSAS 1’s
requirements, to ensure faithful representation of these accounts in the
financial statements.

As a rejoinder, after receipt of the updated GLs and SLs for Input and
Output Taxes for CY 2025 last March 25, 2026, the Audit Team conducted
further review and disclosed the following observations:

a. Anunreconciled variance (Overage) in Creditable Input Tax amounting
(P5.393 million); and

b. Unclosed balances from CY 2017 and prior years’ Input and Output
taxes accounts, amounted to P176.374 million and P59.919 million,
respectively, which remained outstanding as at year-end. These
dormant balances date back to CY 2017 and prior years and the
personnel responsible are no longer connected with the Network.
Notably, the net balance of P116.455 million between the Input and
Output Taxes should have been closed to Creditable Input Tax or
Excess Input Tax.

Thus, we further recommended that Management direct the FD to:

a. Fast-track the reconciliation process by identifying the specific
transactions causing the discrepancy, amounting to P5.393
million and prepare a JEV to align the GL balance with the
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corresponding BIR Form Nos. 2550Q to ensure that the financial
statements reflect the actual Creditable Input Tax available;

b. Set a definitive timeline to complete the review and reconciliation
process between the Input and Output Taxes amounting to
P176.374 million (Input) and P59.919 million (Output),
respectively, representing unclosed balances from CY 2017 and
prior years;

c. Adopt a policy requiring the mandatory reconciliation of the SLs
with the corresponding tax returns at least every quarter. The
reconciliation statement should be reviewed and signed by the
Chief Accountant; and

d. Institutionalize a turnover procedure during personnel transitions
by requiring a "Certificate of Last Entry and Account Balance
Reconciliation” signed by both the outgoing and incoming
accountants to ensure that pending reconciling items are clearly
identified and not simply ignored.

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 General
Ledgers and Subsidiary Ledgers; (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 International Public Sector Accounting Standard (IPSAS) 1 and
Paragraph 67 of IPSAS 29.

4.1 This is a reiteration with updates of the previous years’ audit observation
as Management has not yet fully implemented the recommendations.

4.2 Paragraph 27 of IPSAS 1 provides that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs. The application of
IPSASs, with additional disclosures, when necessary, is
presumed to result in financial statements that achieve a fair
presentation.

4.3 Paragraph 67 of IPSAS 29 on the Recognition and Measurement of
Financial Instruments states that:
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An entity shall assess at the end of each reporting period
whether there is objective evidence that a financial asset or
group of financial assets is impaired. If any such evidence
exists, the entity shall apply paragraph 72 (for financial assets
carried at amortized cost), paragraph 75 (for financial assets
carried at cost) or paragraph 76 (for available-for-sale financial
assets) to determine the amount of any impairment loss.

4.4 As at December 31, 2025, the gross Receivables account had a balance
of P794.203 million, with an Allowance for Impairment of P628.546 million,
resulting in a net realizable value of P165.657 million. Details are shown

in Table 10.

Table 10 — Composition of Receivables account as at December 31, 2025

Allowance for

Net Realizable

Sub-Account Gross Amount .
Impairment Value
Account Receivable (AR) - Trade P667,456,953 P579,337,856 P88,119,097
Receivables-disallowance/charges 65,228,418 65,228,418
Due from officers and employees 4,658,011 4,658,011
Other receivables 56,859,431 49,208,392 7,651,039
Total P794,202,813 P628,546,248 P165,656,565

Discrepancies amounting to P135.108 million
between the balances per the GL and the

corresponding SLs

4.5 Audit disclosed that the GL balances of the Receivables accounts, in the
total gross amount of P794.203 million did not reconcile with the balances
per the respective SLs with a total amount of P688.044 million, resulting
in a variance in the total absolute amount of P135.108 million. Details are

presented in Table 11.

Table 11 - Comparison of GL balances vis-a-vis SL balances

Variance
Account Title GL SL (In Absolute
Amount)
AR - Airtime P259,401,975 P226,984,131 P32,417,844
AR - Airtime Ex-Deals 40,194,532 52,630,646 12,436,114
AR - Spots (One Morning) 1,906,400 1,906,400 -
AR - Spots Ex-Deals (One Morning) 1,129,796 1,129,796 -
AR - Spots 174,615,397 110,537,252 64,078,145
AR - Spots Ex-Deals 115,613,992 117,652,387 2,038,395
AR - Facilities 32,949,506 26,166,194 6,783,312
AR - Government Accounts 41,585,355 37,689,161 3,896,194
AR - Provincial 60,000 60,000 -
Receivables - Disallowances/Charges 65,228,418 65,228,418
Due from Officers and Employees-General Fund 3,758,576 3,758,576
Due from Officers and Employees-Others 899,435 899,435
AR - Co-Production 36,068,672 36,068,672 -
AR - Non-Trade/NVMM 638,687 638,688 1
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Variance
Account Title GL SL (In Absolute
Amount)

Advances to Philippine
Basketball Association (PBA)/

South East Asian (SEA) Games 6,251,752 6,251,752 -
AR - Others 13,900,320 442,505 13,457,815
Total P794,202,813 P688,044,013  P135,107,820

4.6 Inquiry with the FD revealed that the noted discrepancies could no longer

be reconciled due to the absence of supporting documents despite their
efforts to locate them. As the discrepancies noted pertain to forwarded
balances from prior years and are considered dormant accounts,
Management intends to include these balances in their Request for
Authority to Write-off Dormant accounts.

Variances totaling P52.685 million between book
balances and confirmed amounts

4.7  To verify the existence and accuracy of the P48.455 million in Accounts
Receivable as at December 31, 2025, the Audit Team sent 20
Confirmation Letters (CLs) in CY 2025. However, only four replies were
received, while the remaining 16 were unconfirmed due to undeliverable
addresses or without response.

4.8 Responses from clients confirmed a total balance of P3.891 miillion,
indicating a discrepancy of P0.945 million compared to the P4.836 million
recorded in the books. This added to the discrepancies already noted in
CY 2024 confirmation amounting to P51.740 million which also remained
unreconciled as at year-end. Consequently, the total AR variance as at
December 31, 2025 stands at P52.685 million, as detailed in Table 12.

Table 12 — Variance of Receivables per books vis-a-vis Replies to CLs
CL No. Client Amount per  Amount per Variance
books reply

2024-04 Department of Tourism P22,188,800 P - P22,188,800
2024-05 DMI Medical Supply Co. Inc. 781,743 - 781,743
2024-18 Systems Technology Institute 627,200 - 627,200
2024-20 Department of Health 1,870,000 - 1,870,000
2024-23 Philippine Sports Commission 1,000,000 - 1,000,000
2024-26 '”Efé"cc’_q%r)‘e”ta' Broadcasting Corp. 90514687 5,350,000 4.164,687
200427 Presidental Gommunications 21,107,500 - 21107500
2025-18 National Anti-Poverty Commission 1,976,267 1,102,667 873,600
2025-20 Philippine Coconut Authority 428,400 357,000 71,400
Total P59,494,597 P6,809,667 P52,684,930
4.9 Per inquiry with the FD, the variances may be due to unrecorded

collections received through bank transfer awaiting supporting documents
and bank reconciliation.
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410 In relation to the confirmation of the receivables account, our audit
disclosed that the billing addressed of some clients were not indicated in
the SLs, which is essential for the effective monitoring and collection of
receivables.

Existence of negative balances in the total
amount of P403,678

411 Review of the SLs disclosed the existence of negative balances in the
total amount of P403,678 which were offset against the total balance of
the Receivables account instead of reclassifying the same to the
appropriate payables account, as summarized in Table 13.

Table 13 — Receivables with negative balances as at December 31, 2025

Account Year(s)
Client covered Amount
BST-Tri-Media Productions AR - Airtime 2014-2017 P (201,756)
Pentecostal Missionary Church of Christ (4t
Watch) AR - Airtime 2023 (50,000)
Cong. Bernard Dela Cruz AR - Airtime 2025 (30,000)
NFS Foundation AR - Facilities not indicated (9,000)
Lou Works Studio AR - Facilities 2025 (3,920)
Kroma Entertainment Inc. AR - Others 2024 (33,600)
Due from Officers and
Employees - Constel not indicated (75,402)
Total P (403,678)

4.12 Per verification with the FD, negative balances from prior years could no
longer be identified due to absence of documents supporting the
transactions. Meanwhile, the negative balances in the current accounts
pertain to overpayments made by clients on the billed amounts.

Erroneous computation of impairment losses
and non-impairment of Due from Officers and
Employees and certain sub-accounts under
Other Receivables account

4.13 Allowance for Impairment in the amount of P628.546 million as at
December 31, 2025 was inadequate or understated by P14.239 million
due to erroneous computation and non-impairment of some receivable
accounts.

4.14 Aging Reports prepared by the FD showed the receivable balances
categorized as either current or past due based on age or years of being
outstanding. The corresponding Allowance for Impairment are presented
per category which were computed based on percentages assigned per
age classification.

4,15 Upon review of the Aging Reports as at December 31, 2025, it was
observed that certain receivable balances were not classified under the
appropriate aging categories based on the number of years outstanding.
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Hence, the corresponding computation of the allowance for impairment
was erroneous.

4,16 Further, no Allowance for Impairment was provided for the Due from
Officers and Employees account and some sub-accounts under Other
Receivables account as at year-end.

4,17 Reperformance of the Aging of Receivables and recomputation of the
Allowance for Impairment showed an understatement of P14.239 million
in the Allowance for Impairment account as at December 31, 2025, as
presented in Table 14.

Table 14 — Comparison of Allowance for Impairment recorded per books
vis-a-vis per audit

Recomputed Effect on
Allowance for Impairment Per books Allowance per account balance
audit Over/(Under)

AR - Airtime P218,698,211 P224,224,702 P (5,526,491)
AR - Airtime Ex-Deals 39,142,751 39,154,001 (11,250)
AR - Spots (One Morning) 1,868,272 1,868,272 -
AR - Spots Ex-Deals (One Morning) 1,107,200 1,107,200 -
AR - Spots 160,829,585 160,879,505 (49,920)
AR - Spots Ex-Deals 114,323,039 114,427,039 (104,000)
AR - Facilities 26,033,454 26,033,454 -
AR - Government Accounts 17,276,544 17,274,124 2,420
AR - Provincial 58,800 58,800 -
Receivables-Disallowance/Charges - - -
Due from Officers and Employees-General Fund - 2,191,131 (2,191,131)
Due from Officers and Employees-Others - 231,494 (231,494)
AR - Co-Production 35,347,299 35,347,299 -
AR - Non-Trade/NVMM 625,914 625,914 -
Advances to PBA/SEA Games - 6,126,717 (6,126,717)
AR - Others 13,235,179 13,236,035 (856)
Total P628,546,248 P642,785,687 P (14,239,439)

418 As a result, the correctness of the Receivables account, with a net
realizable value of P165.657 million as at December 31, 2025, could not
be ascertained, thus, not in accordance with the above-mentioned
accounting standards.

Other Observation

Receivables totaling P84.272 million have
remained outstanding for 10 years or more.
Although these long outstanding receivables
have been fully provided with an allowance for
impairment, they continue to be carried in the
books without the completion of the appropriate
disposition, derecognition or write-off
procedures
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4.19

Section 8.2 of COA Circular No. 2023-008 dated August 17, 2023
prescribing the Guidelines on the Proper Disposition of Dormant
Receivable Accounts, among others, states that:

Within one (1) year from the effectivity of the Circular, the Head
of Accounting Unit through the HoA shall file with/through the
ATL and/or RSA/SA, depending on the jurisdictional amount, a
request for the approval of COA to write-off/derecognize from
the books the dormant accounts pursuant to the provisions of
this Circular. Xxx

420 COA Circular No. 2025-005 dated December 18, 2025 extended the

validity of COA Circular No. 2023-008 dated August 17, 2023 as follows:
The Commission Proper hereby allows NGAs and
Instrumentalities, LGUs and GCs to continue filing requests for
the derecognition of dormant accounts beyond the
reglementary period until a new circular is issued.

4.21 Audit disclosed that dormant receivable accounts aged 10 years or more
with a net realizable value of P84.272 million, comprising 84.98 percent
of the total Receivables account, were not requested for write-off, as
detailed in Table 15.

Table 15 — Dormant Receivables as at December 31, 2025
Account Dormant Allowance for Net Realizable
Account balance accounts Impairment Value
AR - Airtime P259,401,975 P212,809,810 P208,553,614 P4,256,196
AR - Airtime Ex-Deals 40,194,532 39,701,532 38,907,501 794,031
AR - Spots (One Morning) 1,906,400 1,906,400 1,868,272 38,128
AR - Spots Ex-Deals (One
Morning) 1,129,796 1,129,796 1,107,200 22,596
AR - Spots 174,615,397 153,274,597 150,209,105 3,065,492
AR - Spots Ex-Deals 115,613,992 115,613,992 114,039,870 1,574,122
AR - Facilities 32,949,506 23,387,140 22,919,397 467,743
AR - Government Accounts 41,585,355 3,896,194 3,818,270 77,924
AR - Provincial 60,000 60,000 58,800 1,200
Receivables from
Disallowances/Charges 65,228,418 65,228,418 - 65,228,418
Due from Officers and Employees
- General Fund 3,758,576 1,482,066 - 1,482,066
Due from Officers and Employees
- Others 899,435 9,090 - 9,090
Other Receivables 56,859,431 56,416,925 49,161,870 7,255,055
Total P794,202,813 P674,915,960 P590,643,899 P84,272,061
4.22 Certain accounts have remained outstanding since CY 1990, raising

substantial doubt as to their collectability. Although an Allowance for
Impairment was recognized for these accounts, no Request for Authority
to Write-off has been submitted to COA as at year-end. Given that the
receivable accounts have been dormant for more than 10 years, there is
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4.23

4.24

4.25

4.26

4.27

no possibility of their collection. Thus, the receivable accounts should
have been written-off or derecognized from the books of accounts.

Per verification with the FD, updating of the demand letters to be sent to
the clients is still ongoing. These demand letters shall serve as supporting
documents for the Request for Authority to Write-Off to be presented to
the PTNI Board of Directors.

It is worth mentioning that COA Circular No. 2025-005 dated December
18, 2025 is intended only as a temporary relief. With the lapse of the
extended period and pending issuance of a new circular, such opportunity
for one-time cleansing may no longer be readily available in the future.

While these accounts are fully covered by a recognized Accumulated
Impairment Loss, this accounting treatment only addresses the valuation
aspect. It does not resolve the fundamental issues relating to their
existence and verifiability. Under the IPSAS Conceptual Framework,
financial information must be verifiable to faithfully represent the entity’s
financial position.

Further, these recurring and unresolved audit issues concerning
receivable accounts suggest potential deficiencies in PTNI’'s internal
control procedures relating to the recognition, monitoring, and
management of financial transactions.

We recommended that Management direct the FD to:

a. 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;

b. Reconcile the variances noted during the confirmation of AR with
the concerned clients and effect the necessary adjustments, if
warranted;

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

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

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

f. 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;

g. Expedite the preparation and submission of a Request for
Authority to Write-off Dormant accounts to COA, following the
guidelines and procedures prescribed under COA Circular No.
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2023-008 dated August 17, 2023 as amended by COA Circular No.
2025-005 dated December 18, 2025; and

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

4.28 The FD commented the following:

i. Only accounts without supporting documents are not reflected in
the SLs. Despite repeated diligent efforts to locate these
documents, as some pertain to past transactions, these remain
unavailable. Nevertheless, it will recheck the SLs to facilitate the
reiteration of the Audit Team.

ii. It will address any variances and prepare the necessary
adjustments based on the confirmation of AR with concerned
clients.

iii. It will maintain complete and accurate client records in the SLs to
ensure effective monitoring and collection of receivables.

iv. Necessary adjustments will be made to the negative balances.

V. It will recheck the aging schedule of receivables and recompute
the Allowance for Impairment to ensure accuracy.

Vi. Appropriate allowance will be computed for Due from Officers
and Employees and Other Receivable accounts.

Vii. Preparations are currently underway for the submission of a
Request for Authority to Write-off Dormant Accounts to the COA.

viii. Moving forward, it will prepare a comprehensive reconciliation
plan to address recurring audit observations. This plan will
include specific activities with defined timelines for
implementation.

4.29 As a rejoinder, the Audit Team acknowledges the actions taken and the

commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.
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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 International Public Sector Accounting Standard 1.

5.1 This is a reiteration with updates of the previous years’ audit observation
as Management has not yet fully implemented the recommendations.

5.2 Paragraph 27 of IPSAS 1 provides that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs. The application of
IPSASs, with additional disclosures when necessary, is
presumed to result in financial statements that achieve a fair
presentation.

5.3 The Cash and cash equivalents account as presented in the financial
statements as at December 31, 2025 had a balance of P150.525 million
as shown in Table 16.

Table 16 — Balance of Cash and cash equivalent account
as at December 31, 2025

Particulars Amount
Cash-collecting officers P 3,476,171
Petty cash fund 1,543,179
Cash in bank 145,505,579
Total P 150,524,929

54 Verification of PTNI's Cash in bank account as at December 31, 2025
disclosed a discrepancy of P23.872 million against bank confirmations.
Audit showed that this variance stemmed from five closed depository
accounts of PTNI totaling P20.828 million that remained recorded in the
books. Table 17 provides a breakdown of these unreconciled balances.

Table 17 — Balance of Cash per Bank vis-a-vis and per Books

Bank/Account Number Balance per Balance per Variance
Books Bank (In Absolute

Amount)
Bank 1/Account A P103,560,603 P106,604,675 P 3,044,072
Bank 1/Account B 22,805,946 22,805,946 -
Bank 1/Account C* 10,888,292 10,888,292 -
Sub-Total P137,254,841 P140,298,913 P 3,044,072
Bank 2/Account A P9,404,813 - P9,404,813

68



Bank/Account Number Balance per Balance per Variance

Books Bank (In Absolute
Amount)
Bank 2/Account B - - -
Bank 2/Account C (6,288,436) - 6,288,436
Bank 2/Account D 621,927 - 621,927
Bank 2/Account E 4,512,434 - 4,512,434
Sub Total P8,250,738 P - P20,827,610
Grand Total P145,505,579 P140,298,913 P23,871,682

*USD185,159.29 @ P58.805 reported dollar exchange rate as at 12/29/2025

5.5

5.6

Review of the accounting records revealed the following causes of the
variances:

a.

Five closed accounts with Bank 2 in the total amount of P20.828 million
remained recorded in the books due to lack of supporting
documentations necessary for their derecognition. Efforts exerted to
locate the supporting documents proved futile. Currently, the PTNI
already sought legal advice from the COA — Central Office to finally
settle and derecognize these closed bank accounts from the books;
and

Reconciling items between the bank and book balances in the
amounts of P181,575 and P2.862 million, respectively. These
reconciling items comprised of outstanding checks, cash and check
deposits, credit and debit memos, and book adjustments which
remained unadjusted as at year-end due to lack of supporting
documents. Table 18 shows the specific composition of these
balances.

Table 18 — Unrecorded Reconciling Items as at December 31, 2025

Particulars Amount
Bank Reconciling Items
Outstanding Checks P 181,575
Subtotal P181,575
Book Reconciling ltems
Cash/Check Deposits P 3,521,220
Credit Memos -
Debit Memos (516,723)
No Sufficient Fund (NSF) Check (142,000)
Subtotal 2,862,497
Total P 3,044,072

The breakdown of the Check/Cash deposits, Credit Memos (CM), Debit
Memos (DM), NSF check, and other book adjustments in the aggregate
amount of P3.044 million is shown in Table 19.

Table 19 — Details of Check/Cash Deposits, Credit/Debit Memos and NSF

Nature Date Amount

Outstanding Checks P 181,575

Prior Months - Check/Cash Deposits
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5.7

5.8

Nature Date Amount

Check Deposit 10/9/2023 2,028

CASH DEPOSIT 5/20/2024 30,000

Local Check Deposit 10/28/2024 341,040

Local Check Deposit 11/18/2024 24,7117

Credit CA PH 11/19/2024 12,564

Local Check Deposit 12/10/2024 8,400

Local Check Deposit 2/11/2025 262,640

Local Check Deposit 3/13/2025 4,354

Local Check Deposit 4/4/2025 4,541

Local Check Deposit 4/4/2025 4,012

Local Check Deposit 8/26/2025 294,000

Local Check Deposit 8/28/2025 3,800

San Pedro 10/14/2025 12,723

Jones Avenue 10/28/2025 29,908

Cash Deposit 11/5/2025 1

Cash Deposit 11/25/2025 70,000

CM 11/27/2025 158,457 1,263,184
December, 2025

Credit CA PH - Domestic Remittance 12/5/2025 47,349

IPAYFTCR - LBP ATM Center 12/11/2025 39,200

Cash Deposit- San Pedro 12/11/2025 11,042

ONUS Check Deposit — Naguilan 12/12/2025 70,875

EMDS CM - QC Circle 12/12/2025 477,750

Local Check Deposit-Elliptical Road 12/12/2025 294,000

Cash Deposit — Matina 12/15/2025 34,191

Local Check Deposit - Araneta Center 12/16/2025 370,400

CM Ordinary - Pasig Capitol 12/23/2025 360,000

EMDS CM - QC Circle 12/23/2025 341,250

CM Ordinary - UP Diliman 12/26/2025 158,457

EMDS CM - Baguio 12/26/2025 25,200

CM Ordinary - Pasig Capitol 12/29/2025 28,322

Subtotal 2,258,036
Less: DM

DM Ord* 5/28/2019 3,966

DM Ord* 9/3/2019 1,584

DM Ord 3/3/2022 355,400

CA DM ORD* 8/16/2022 33,320

CA DM ORD* 8/31/2022 65,333

CA DM ORD* 8/31/2022 57,120 (516,723)
NSF* 11/4/2020 (142,000)
Total P 3,044,072

*These were transactions prior to CY 2023 which remained unadjusted to date

As a result of the variances noted, the fair presentation of the balance of
the Cash and cash equivalents account in the financial statements as at
year-end could not be established, contrary to Paragraph 27 of IPSAS 1.

We recommended that Management 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 (GAS); and
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b. Exert diligent efforts in determining the nature of the Check/Cash
Deposits, CM, DM, and NSF 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.

5.9  The FD commented the following:

i. Relative to the derecognition of the closed bank accounts from
the books, the Network was unable to record the necessary
adjustments in CY 2025 because the legal opinion from the COA
- Central Office was received only in April 2026, after the closing
of the books. Nevertheless, the Network’s Comptroller has
already recommended that the FD prepare and record the
appropriate adjusting entries with the guidance provided by the
COA Central Office.

ii. Appropriate disclosures regarding the closure of bank accounts
will be included in the Notes to Financial Statements.

iii. FD has reviewed and determined the nature of check/cash
deposits, CMs and NSF check that remained unadjusted in the
books. Some deposits were issued official Service Invoices in
2025 and 2026.

iv. Consequently, the nature of the remaining breakdown of prior
checks/cash deposits, CMs, and DMs will be determined and
reflected in the books for the year 2026.

5.10 As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.

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 International Public Sector
Accounting Standard (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.

6.1 Under Paragraph 5.14 of IPSAS Conceptual Framework, a liability is
defined as a “present obligation of the entity to transfer resources
embodying economic benefits or service potential as a result of past
events’.

6.2 Also, Paragraphs 47 and 48 of IPSAS 3 — Accounting Policies, Changes

in Accounting Estimates and Errors provide that material prior period
errors shall be corrected retrospectively in the first set of financial
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6.3

6.4

6.5

6.6

statements authorized for issue after their discovery. Retrospective
correction means restating comparative figures for prior periods or
adjusting the opening balances of net assets/equity for the earlies period
presented, as if the error had never occurred. This approach ensures that
financial statements remain reliable and comparable across periods.

Paragraph 7 of IPSAS 3 defines prior period errors as “omissions or
misstatements resulting from failure to use, or misuse of, reliable
information available when the financial statements were authorized for
issue”. The standard explicitly includes intentional misstatements or fraud
within this definition.

On the other hand, Paragraph 27 of IPSAS 1 provides that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs. The application of
IPSASs, with additional disclosures when necessary, is
presumed to result in financial statements that achieve a fair
presentation.

Review of Statement of Financial Position as at December 31, 2025
disclosed the following balances of tax-related accounts, as presented in
Table 20.

Table 20 — Tax-related Accounts

Account Amount
Withholding Tax on Compensation P (8,098,247)
Expanded Withholding Tax 159,740,498
Withholding Tax on GMP-Percentage Tax 2,194,057
Withholding Tax on GMP-Value Added Tax (GVAT) 24,596,301
Withholding Tax—One Morning 316,899
Withholding Tax—Infra 97,783
Withholding Tax—Constel (82,881)
Withholding Tax—VAT-One Morning 79,315
Withholding Tax—Infra 57,319
Withholding Tax—VAT-Constel 78,375
Value Added Tax Payable 166,939,795
Value Added Tax Payable-One Morning 1,387,443
Income Tax Payable 7,618,582
Total P354,925,239*

*The said amount excludes penalties, interests, and surcharges

Verification by the Audit Team revealed that the balance of P354.925
million, as detailed in Table 20, does not include the tax liabilities for basic
taxes, surcharges, interests, and compromise penalty for Taxable Years
(TY) 2008 and 2017, despite Fiscal Incentives Review Board (FIRB)
Resolution No. 002-25 dated February 10, 2025 denying the appeal for
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6.7

6.8

reconsideration of FIRB Resolution No. 023-24 in relation to PTNI’s tax
subsidy application to cover its basic tax deficiencies representing Income
Tax (IT) and VAT, and withholding tax liabilities, for the TYs 2008 and
2017.

PTNI's request for tax subsidy arose from BIR Warrant of Distraint and/or
Levy No. RR7A-05-05-2022 addressed to the Head of Arrears
Management Section, Revenue Region No. 7A-Quezon City commanding
the latter to distrain the goods, chattels or effects, and other personal
property of whatever character, and levy upon the real property and
interest in/or rights to real property of PTNI for failure and refusal to pay
the total amount of P55.471 million for TY 2017 pursuant to BIR Revenue
Region No. 7A-Quezon City Assessment No. 038-2021-B012-17 dated
December 10, 2021, as detailed in Table 21.

Table 21 - Tax Liabilities of PTNI for TY 2017

Tax Type Basic Tax Due Interest Total Amount Due
IT P25,196,876 P11,978,526 P37,175,402
VT - - -
WE 5,935,711 2,841,335 8,777,046
WC 6,436,852 3,081,224 9,518,076
Total P37,569,439 P17,901,085 P55,470,524

Also, per letter dated August 10, 2021 of the Collection Division, BIR
Revenue Region No. 07-A, PTNI has been given last opportunity to settle
within five days from receipt of the notice the total amount of P55.153
million representing tax liabilities for TY 2008 pursuant to Assessment No.
038-B46-08 issued on December 28, 2011. Details are presented in Table
22.

Table 22 - Tax Liabilities of PTNI for TY 2008

Tax Basic Tax Surcharge Interest Compromise | Total Amount

Type Due Penalty Due
IT P2,030,944 P - P1,127,313 P P3,158,257
VT 15,451,767 - 9,271,060 24,722,827
WE 3,022,318 - 1,831,607 4,853,925
WC 7,646,540 - 4,634,013 12,280,553
WF 3,437,564 - 2,088,909 5,526,473
VT - 1,802,114 367,406 2,169,520
WE 1,208,672 244,576 - 1,453,248
CP - - - 988,000 988,000
Total P31,589,133 P3,010,786 P19,564,884 P988,000 P55,152,803

6.9

6.10

Thus, the total tax liabilities of PTNI for TYs 2008 and 2017 amounted to
P110.623 million.

On November 24, 2020, PTNI received Special Allotment Release Order
(SARO) No. SARO-Budget Management Bureau (BMB)-C-20-0020160
from the Department of Budget and Management amounting to P454.567
million to cover the payment of tax obligation per FIRB Resolution No. 2-
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20 dated February 12, 2020 and Certificate of Entitlement to Subsidy No.
0205 dated November 6, 2020.

6.11 In 2021, the BIR then granted tax amnesty and issued 12 Notices of
Issuance of Authority to Cancel Assessment (NIACA) to PTNI, as
summarized in Table 23.

Table 23 — NIACAs issued in 2021 in favor of PTNI
NIACA No. Date of Taxable Amount per Amount Paid Amount
Issue Year FAN/FLD/ Cancelled
FDDA*

Revenue February 2, 2003 P118,552,044 | P36,445,886 | P82,106,158
Regulation 2021
(RR)-7A-
38/RR7A-2-243
RR-7A- February 2, 2004 96,764,545 20,979,502 75,785,043
38/RR7A-2-246 | 2021
RR-7A- February 2, 2005 138,589,710 39,111,214 99,478,496
38/RR7A-2-248 | 2021
RR-7A- February 2, 2006 38,416,997 18,662,321 19,754,676
38/RR7A-2-240 | 2021
RR-7A- February 2, 2006 200,491,634 104,329,692 96,161,942
38/RR7A-2-242 | 2021
RR-7A- February 2, 2006 20,935,798 5,188,087 15,747,711
38/RR7A-2-245 | 2021
RR-7A- February 2, 2006 5,622,350 1,456,754 4,165,596
38/RR7A-2-247 | 2021
RR-7A- August 13, 2021 2007 255,161,279 160,286,652 94,874,627
38/RR7A-2-287
RR-7A- February 2, 2009 111,705,115 26,462,462 85,242,653
38/RR7A-2-249 | 2021
RR-7A- August 13, 2021 2010 55,627,735 27,053,121 28,574,614
38/RR7A-2-288
RR-7A- February 2, 2012 51,011,221 21,293,780 29,717,441
38/RR7A-2-241 | 2021
RR-7A- February 2, 2013 60,885,269 24,626,684 36,258,585
38/RR7A-2-244 | 2021

Total P1,153,763,697 | P485,896,155 | P667,867,542

6.12

6.13

*The said amounts were inclusive of penalties, interests, and surcharges.

As shown in Table 23, the amount of the cancelled assessment does not
include the tax liabilities of PTNI for TYs 2008 and 2017. Hence, the
obligation to settle the same still stands as of the current date.

Further, the Audit Team acknowledges the fact that the liability for
penalties, interests, and surcharges should not have arisen if the proper
taxes have been paid on time and the non-payment of the same maybe
attributable to the fault and/or negligence of erring PTNI officers and/or
employees, thus, may not be treated as a liability of the government.
However, as far as BIR is concerned, PTNI is the delinquent taxpayer,
thus, the warrant of distraint and/or levy was issued against it as an entity.
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6.14

6.15

6.16

6.17

6.18

Inquiry with the concerned Finance personnel of PTNI revealed that the
said tax penalties (including the basic taxes due) for TYs 2008 and 2017

were not recorded on the books because the PTNI Management does not

intend to pay the same due to financial constraints. Thus, recognizing the
tax liabilities will just bloat the payables of PTNI.

Nevertheless, the Audit Team disagrees with the Management and
maintains that an appropriate liability account should be set up as the non-
recording of the same is not in accordance with pertinent accounting
standards and will pose further complication considering that there is a
pending Warrant of Distraint and/or Levy against the PTNI.

The non-recording of BIR-assessed tax liabilities for TYs 2008 and 2017
constitutes a material prior period error because:

¢ Reliable information regarding those obligations was available when
the financial statements were prepared;

e The omission resulted in a significant misstatement of PTNI’s financial
position and performance; and

e The error was not due to estimation uncertainty but to intentional non-
recognition of statutory liabilities.

The non-recognition of the tax liabilities due to the BIR is not in
accordance with Paragraph 5.14 of IPSAS Conceptual Framework,
Paragraph 27 of IPSAS 1 and IPSAS 3, thus, casts doubt on the fair
presentation of the Financial Statements.

We recommended that Management direct the FD to:

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

e 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

e 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;

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

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

e. 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.

6.19 The FD commented the following:

i. There was no deliberate omission in recording the tax liabilities for
TYs 2008 and 2017. The reported balance of P354.925 million
does not include surcharges, interest, and compromise penalties
for TY 2017, as FD maintains that the required withholding taxes
were duly paid and remitted, notwithstanding the denial of the
appeal under FIRB Resolution No. 002-25 dated February 10,
2025.

ii. Further, the surcharges, interest, and compromise penalties have
not yet been recorded as the Network are actively pursuing
another tax amnesty application with the Department of Finance
(DOF). Based on prior transactions, the DOF has granted amnesty
only on basic taxes, excluding surcharges, interest, and
compromise penalties.

iii. For TY 2008, FD will conduct further reconciliation to verify
whether this liability was included in the reported ending balance
as at December 2025.

iv. For TY 2017, FD will submit a reconciliation report prepared using
the data provided by the BIR. While the required withholding taxes
deducted from suppliers and employees, were allegedly remitted,
the BIR computation reflected the entire amount as a liability. This
resulted from the non-submission of a formal protest, which
caused the full assessment to be carried as payable despite actual
remittances made.

V. The liability for TY 2008 was not included in the 10-year
reconciliation due to an oversight by the revenue officer assigned
at that time. The docket for 2008 only surfaced upon receipt of the
NIACAs addressed to PTNI.

Vi. At present, FD is pursuing the application of TYs 2008 and 2017
under the Tax Amnesty Program through the FIRB.

6.20 As a rejoinder, the Audit Team acknowledges the actions taken by

Management to implement the audit recommendations. However, as the
filing of tax amnesty and/or protest does not necessarily imply that the
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same will be granted, we reiterate our recommendation that the
Management direct the FD to take up the required adjusting entries to
book the subject tax liabilities subject to adjustment(s) once the tax
amnesty and/or protest has been granted.

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 Subsidiary Ledgers supporting the balance of the General
Ledger; 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 International Public
Sector Accounting Standard 1, thereby, casting doubt on the fair
presentation of the balance of the said account in the financial statements.

Absence of SLs supporting the balance of the GL

71 Paragraph 27 of IPSAS 1 on the Presentation of Financial Statements
states that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs.

7.2 WTS refers to taxes deducted at source by the payor on certain income
payments and credited against the income tax liability of the payee. It is
not a final tax, but an advance payment of income taxes. The amount
withheld is evidenced by BIR Form No. 2307 and may be used to reduce
income taxes due or be carried over to subsequent periods.

7.3 Key Features of WTS are as follows:

o Creditable in nature — Applied as a tax credit against the payee’s
income tax due.

e Not a final tax — Subject to adjustment upon annual income tax filing.

o Withheld at source — Deducted by the payor (withholding agent) upon
payment or accrual.

e Applies to specified income — Covers certain payments such as
services, rentals, and purchases.

e Based on gross amount — Generally computed on the gross
income/payment.

e Supported by BIR Form No. 2307 — Serves as proof of tax withheld
and claim for tax credit.

e Excess may be carried over or refunded — Subject to existing tax rules.

7.4 As at December 31, 2025, the GL balance for the WTS account amounted
to P90.594 million. However, verification revealed that the FD was not
able to maintain the corresponding SLs to support the GL balance, citing
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manpower constraints as the primary cause. To date, the FD is currently
in the process of reconstructing these records.

7.5 The absence of SLs precludes the reconciliation of individual
transactions, thereby compromising the fair presentation of the account in
the financial statements.

Unsupported withholding tax credits amounting
to P25.338 million

7.6  This is a reiteration of last year’s audit observation, with updates, as
Management has not yet fully implemented the recommendations.

7.7 The obligation to issue duly accomplished WTS certificates or BIR Form
No. 2307, as proof of withholding, rests with the withholding tax agent.
The certificates must be furnished to the payee within 20 days following
the close of the taxable quarter in which the income was earned or
received, or simultaneously with the income payment upon request of the
payee per Section 2.58 of RR No0.2-98, as amended, that read as follows:

SECTION 2.58. Returns and Payment of Taxes Withheld at
Source.

Withholding Tax Statement for Taxes Withheld - Every payor
required to deduct and withhold taxes under this subsection
shall furnish each payee, a withholding tax statement, in
triplicate, within twenty (20) days from the close of the quarter.
The prescribed form (BIR Form No, 2307 for creditable
withholding tax and BIR Form 2306 for final withholding tax)
shall be used, showing the monthly income payments made,
the quarterly total, and the amount of taxes withheld. Provided,
however, that upon request of the payee, the payor must furnish
such statement, simultaneously with the income payment.

7.8  The Audit Team conducted a tabulation of the WTS to verify the
completeness of BIR Form No. 2307 supporting the GL balance of
P90.594 million as at December 31, 2025. Results of the tabulation
showed that P25.338 million representing CY 2020 transactions were not
supported by the required certificates, contrary to Section 2.58 of RR No.
2-98. The details are as follows:

Table 24 — Composition of WTS as at December 31, 2025

GL Balance per Books as at December 31, 2025 P90,594,129
Calendar Year With Supporting BIR Form
2307Amount
2025 P 3,140,359
2024 12,097,162
2023 11,685,539
2022 12,290,285
2021 5,717,039
2020 -
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GL Balance per Books as at December 31, 2025 P90,594,129

Calendar Year With Supporting BIR Form
2307Amount

2019 7,568,510

2018 12,756,932

Sub-Total P65,255,826

With No Supporting BIR Form No. 2307 P25,338,303

7.9

7.10

7.11

712

7.13

7.14

7.15

As of this writing, inquiry with the FD disclosed that the retrieval and
verification of the missing certificates are currently in progress.

As a result, the absence of SLs and BIR Form No. 2307 to support the
balance of the WTS account cast doubt as to the fair presentation of the
balance of the said account as at year-end, thus, not in accordance with
Paragraph 27 of IPSAS 1. Also, the lapse of considerable time and
absence of the required BIR forms raise doubts if the subject WTS may
still be considered as prepayments of the Network.

We recommended that Management direct the FD to assign
dedicated personnel to fast-track the immediate preparation and
regular maintenance of SLs to support the balance of the WTS
account.

We also recommended that Management direct the FD to:

a. 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

b. 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.

The FD commented that the preparation and completion of the SLs to
support the balance of the WTS account is currently in progress. The
account is being analyzed to determine whether transactions have been
properly recorded and applied as tax credits. Any necessary adjusting
entries will be prepared accordingly.

Moving forward, the FD committed that they will exert their utmost efforts
to ensure the timely filing of BIR Form No. 2307 to substantiate the
balance of the WTS account.

As a rejoinder, the Audit Team acknowledges the actions taken and the

commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.
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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 Subsidiary Ledgers supporting these balances, contrary to
Paragraph 27 of International Public Sector Accounting Standard 1,
thereby, casting doubt on the fair presentation of the said accounts in the
financial statements.

8.1

8.2

Paragraph 27 of IPSAS 1 provides that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs. The application of
IPSASs, with additional disclosures when necessary, is
presumed to result in financial statements that achieve a fair
presentation.

Construction in Progress. This account is debited to recognize
the accumulated cost or other appropriate value of Investment
Property, Buildings which are still in the process of construction
or development. This account is credited for reclassification to
the appropriate Investment Property, Buildings account upon
completion and/or impairment.

Advances to Contractors. This account is debited to recognize
amount advanced to contractors and consultants as authorized
by law. This account is credited for recoupment of advances,
and/or adjustments.

Guaranty/Security Deposits Payable. This account is credited
fo recognize the incurrence of liability arising from the
receipt/withholding of cash or cash equivalents to guaranty (a)
that the winning bidder shall enter into contract with the
procuring entity; (b) performance by the contractor of the terms
of the contract; and (c) that the contractor shall correct all
discovered defects and clear/settle all third party liabilities. This
account is debited for refund after the fulfillment of the purpose
of the bond or forfeiture upon failure to comply with the purpose
of the bond/retention, and/or adjustments.

Section 6, ltems (a) and (b) and Section 7 of RA No. 8291, otherwise
known as the Government Service Insurance System (GSIS) Act of 1997
provides the Description of accounts per Annex A-Volume Il of the
Revised Chart of Accounts of COA Circular No. 2020-002 dated January
8, 2020 are as follows:
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8.3

Review of the Trial Balance, GLs, and their corresponding SLs as at
December 31, 2025 disclosed that the Construction in Progress,
Advances to Contractors, and Guaranty/Security Deposits Payable
accounts amounting to P426.760 million, P62.877 million and P17.585
million, respectively, were not adequately supported by SLs. The
variances are summarized in the Table 25.

Table 25 - Summary of Variances between GL vis-a-vis SLs as at December 31, 2025

Account GL Balance SL Balance Variance
(In Absolute Value)
Construction in Progress P 426,759,892 P 340,574,024 P 86,185,868
Advances to Contractors 62,876,658 72,554,897 9,678,239
Guarantee/ Security Deposits 17,584,594 (12,668,239) 30,252,833
Total P 507,221,144 P 400,460,682 P 126,116,940
8.4 Verification with the FD revealed that the said balances were carried over

8.5

8.6

8.7

8.8

8.9

from prior years, and the pertinent documents are still currently being
located. Also, interview with the concerned personnel revealed that the
above condition was attributed to inadequate staffing and heavy
workloads.

Consequently, the faithful representation of the above-cited GL accounts
as at December 31, 2025 could not be ascertained due to the inadequate
SLs to support the balances, contrary to Paragraph 27 of IPSAS 1,
thereby, casting doubt on the fair presentation of the said accounts in the
financial statements.

We recommended that Management 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.

Management commented that the aforementioned SLs are still
undergoing further updating. These SLs may nonetheless be submitted
for reference. Assigned personnel are continuously and diligently
updating the schedules to ensure that the SLs are complete, accurate,
and up to date.

As a rejoinder, the Network’s comments are duly acknowledged.
However, a review of the SLs submitted last April 29, 2026 showed that
the T-accounts for Advances to contractors/creditors contain variances.
These variances totaled P126.117 million in absolute values, consisting
of P86.186 million for Construction In Progress, P9.678 million for,
Advances to Contractors, and P30.253 million for Guaranty/Security
Deposits Payable.

In addition, several contractor-related accounts reflected abnormal
balances at the reporting date, namely: Advances to Contractors -
P(1.762 million), Guaranty and Security Deposits Payable — P(15.922
million), and Construction in Progress — P(62.861 million).

81



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 General Ledger (GL) and its Subsidiary Ledgers
(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 the International Public Sector
Accounting Standard 1.

9.1 This is a reiteration of prior years’ audit observation, with updates, as
Management has not yet fully implemented the audit recommendations.

9.2 Paragraph 27 of IPSAS 1 provides that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs. The application of
IPSASs, with additional disclosures when necessary, is
presumed to result in financial statements that achieve a fair
presentation.

9.3 As at December 31, 2025, the Other Assets — Advances account had a
balance of P59.540 million, the details of which are shown in Table 26.

Table 26 — Composition of Other Assets — Advances account

Account Title Amount

Advances for Operating Expenses P 1,440,521
Advances to Special Disbursing Officer 10,144,102
Advances for Payroll 10,325,000
Advances to Officers and Employees 37,630,464

Advances to Officers and Employees-General Fund P 8,366,425

Advances to Officers and Employees-GSIS 29,264,039
Total P59,540,087

Variance between the balance per GL and SL in
the amount of P1.141 million remained
unreconciled at year-end and accounts with no
SLs amounting to P29.264 million

9.4 Reconciliation of the GL and SLs revealed that the balances of Advances
for Operating Expenses and Advances to Special Disbursing Officer
accounts as at December 31, 2025, amounting to P1.441 million and
P10.144 million, respectively, were in agreement. However, for the
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9.5

9.6

9.7

Advances to Officers and Employees — General Fund account, a variance
of P1.141 million was noted between the GL and SLs balances, which
amounted to P8.366 milion and P7.226 million, respectively. The
discrepancy remained unreconciled as of the current date.

Moreover, Advances to Officers and Employees - GSIS account amounting
P29.264 million which represent 78 percent of the total Advances to
Officers and Employees account amounting to P37.630 million has no
supporting SLs. The Advances to Officers and Employees—GSIS account
represents advance payments made by the PTNI of its officers and
employees’ loans to GSIS through a Memorandum of Agreement entered
into by and between the then PTNI General Manager and GSIS for the
settlement of the employees’ existing loan obligations.

Inquiry with the FD disclosed that the noted variance was due to the
incomplete accounting records which arose during conversion to IPSAS in
CY 2017.

Consequently, the presence of the variance between the balance per GL
and SL in the amount of P1.141 million and accounts with no SLs
amounting to P29.264 million cast doubt on the fair presentation of the
balance of the account as at year-end, thus, not in accordance with
Paragraph 27 of IPSAS 1.

Existence of negative balances in the total
amount of P105,051

9.8

Review of the Cash Advances for CY 2025 Report submitted by the FD
revealed that several cash advances granted to Accountable Officers
(AOs) reflected negative balances in the total amount of P105,051 as at
December 31, 2025, the details are shown in Table 27.

Table 27 — Advances to AOs with Negative Balances

Account Title No. of CAs with No. of AOs Amount
Negative Balances
Advances for Operating Expenses 1 1 P (3,000)
Advances to Special Disbursing Officer 7 7 (50,019)
Advances to Officers and Employees- 4 4 (52,032)

General Fund

Total 12 12 P(105,051)

9.9

9.10

Verification by the Audit Team revealed that the negative balances arose
as a result of erroneous posting in the liquidation of the subject cash
advances.

As a result, 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, thus, not in
accordance with Paragraph 27 of IPSAS 1.
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Improper recording of the CY 2024 CNA
incentive in the amount of P3.522 million as
Advances for Payroll instead of Other Bonuses
and Allowances account

9.11

9.12

9.13

Post-audit of the disbursements of the Network revealed that the payment
of CY 2024 CNA incentive in the amount of P3.522 million was recorded as
Advances for Payroll under the Other Assets account.

Inquiry with Management revealed that the said accounting treatment was
adopted as a precautionary measure, considering that the Network treated
the CY 2024 CNA incentive as a receivable from its officers and employees
in the event that the same would be disallowed in audit.

However, the same will not fall as an asset within the accounting purview.
Improper recording of the CY 2024 CNA incentive in the amount of P3.522
million overstated the Advances for Payroll account with the corresponding
understatement in the Other Bonuses and Allowances account by the same
amount, thus, casting doubt as to the fair presentation of the subject
accounts in the financial statements, not in accordance with Paragraph 27
of IPSAS 1.

Other Observations

Cash Advances with an aggregate amount of
P18.350 million were not liquidated within the
prescribed period

9.14

Section 5.1 of COA Circular No. 97-002 dated February 10, 1997 relative
to liquidation of cash advances provides that:

5.1 The AO shall liquidate his cash advance as follows:

5.1.1 Salaries, Wages, etc. - within five (5) days after each
fifteen (15) day/end of the month pay period.

5.1.2 Petty Operating Expenses and Field Operating
Expenses - within twenty (20) days after the end of the
year; subject to replenishment as frequently as
necessary during the year.

5.1.3 Official Travel - within sixty (60) days after return to
the Philippines in the case of foreign travel or within
thirty (30) days after return to his permanent official
station in the case of local travel, as provided for in EO
248 and COA Circular No. 96-004.

Failure of the AO fto liquidate his cash advance within the
prescribed period shall constitute a valid cause for the
withholding of his salary and the instruction of other sanctions
as provided for under paragraphs 9.2 and 9.3 hereof.
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9.15 Review of the Aging of Unliquidated Cash Advances as at December 31,
2025 revealed that a total of 202 cash advances amounting to P18.350
million remained unliquidated despite lapse of the prescribed period to
liquidate, as shown in Table 28.

Table 28 — Past Due Unliquidated Cash Advances as at December 31, 2025

Adv. for Oper. Adv. to Special Adv. to Officers No. of
Year Expenses Disbursing Officers and Employees-GF Outs Total
Granted No. of Amount No. of Amount No. of Amount CAs

Unliq. Unlig. Unlig.

CAs CAs CAs
2025 23 | P 991,926 9| P3,276,032 17 | P3,135,559 49 | P7,403,517
2024 2 76,130 26 2,539,896 5 180,166 33 2,796,192
2023 - - 9 778,424 5 431,911 14 1,210,335
2022 - - 8 484,145 5 594,575 13 1,078,720
2021 8 158,455 48 2,830,121 37| 2,872,749 93 5,861,325
and Below
Total 33 | P1,226,511 100 | P9,908,618 69 | P7,214,960 202 | P18,350,089

9.16 \Verification revealed that out of the total P18.350 million of past due
unliquidated cash advances, P5.350 million pertains to 15 Permanent, Co-
Terminous, and Contract of Service (COS) employees who were either
retired or separated from the service. Interview with the concerned FD
personnel disclosed that the clearances of the subject individuals were
either still in process or had not been applied for prior to their separation
from the service, indicating lapses in the enforcement of clearance
procedures.

9.17 The non-liquidation of the cash advances within the prescribed period is a
result of weak enforcement of liquidation policies and deficiencies in
monitoring controls as well as the absence of an institution-wide policy on
the granting and liquidation of cash advances, thereby increasing the risk
of non-recovery of government funds and contrary to Section 5.1 of COA
Circular No. 97-002 dated February 10, 1997.

AOs with unliquidated cash advances were
granted additional cash advances amounting to
P10.383 million

9.18 General guidelines on granting of cash advances on Section 4.1.2 of COA
Circular No. 97-002 dated February 10, 1997 reads as follows:

No additional cash advances shall be allowed to any official or
employee unless the previous cash advance given to him is first
settled or a proper accounting thereof is made.

9.19 Review of the Schedule of Cash Advances provided by the FD disclosed
that there were 39 AOs that were granted additional cash advances despite
non-liquidation of their previous cash advances in the aggregate amount of
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P10.383 million. Management justified the granting of additional cash
advances to AOs with previously unliquidated cash advances due to the
exigency of the service. However, the practice of granting additional cash
advances to the same AO despite non-liquidation of the previously granted
cash advances resulted in the accumulation of unliquidated cash advances
as at year-end and will increase the risk of non-liquidation. This is contrary
to Section 4.1.2 of COA Circular No. 97-002 dated February 10, 1997.

COS employees were designated as disbursing
officers and were granted cash advances in the
aggregate amount of P4.018 million

9.20

9.21

9.22

9.23

Section 4.1.4 of COA Circular No. 97-002 dated February 10, 1997
provides:

Only permanently appointed officials shall be designated as
disbursing officers. Xxx

During audit, it was noted that PTNI allowed the practice of designating
COS employees as disbursing officers and granted cash advances to 40
COS employees in the aggregate amount of P4.018 million for CY 2025.
The FD justified the designation and granting of cash advances to COS
employees again due to the exigency of the service. However, the said
practice exposed the Network to the risk of loss of government funds in
cases where the COS employees abscond, which has already happened
in the past. This practice is contrary to Section 4.1.4 of COA Circular No.
97-002 dated February 10, 1997.

We recommended that Management direct the FD to:

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

b. Provide the necessary SLs to support the balance of the
Advances to Officers and Employees-GSIS account;

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

d. 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.

We reiterated our prior years’ audit recommendations that
Management direct the FD to:

a. Require the concerned AOs to immediately liquidate their
outstanding cash advances;

86



9.24

9.25

Continuously monitor outstanding cash advances and/or
promptly issue demand letters to concerned AOs upon the lapse
of the prescribed period of liquidation. If after due notice, the
concerned AOs still failed to liquidate on time, cause the
withholding of his/her salary in accordance with Section 5.1 of
COA Circular No. 97-002 dated February 10, 1997;

Require the liquidation of previous cash advances before the
grant of another cash advance;

Refrain from designating COS employees as disbursing officers;
and

Coordinate with and require retired/resigned employees to
liquidate the unliquidated cash advances granted to them and,
henceforth, strictly enforce that all employees who intend to
retire/resign from the service must settle all accountabilities
before the issuance of the corresponding clearance.

We also recommended that Management develop an institution-wide
policy on the granting, utilization, monitoring, and liquidation of cash
advances, taking into account the provisions of COA Circular No. 97-

002

dated February 10, 1997.

The FD commented the following:

It is currently tracing the source of balances amounting to P1.141
million under the account Advances to Officers and Employees —
General Fund. The composition of the account Advances to
Officers and Employees — GSIS has already been determined,
and preparation of the SLs is ongoing and will be maintained.
Meanwhile, the SL for Advances to Officers and Employees —
SASDC is already being maintained.

Advances to various AOs with negative balances amounting to
P105,051 have been identified. The FD is reviewing the
transactions and will prepare the necessary adjusting entries. A
copy of the prepared JEV will be furnished to COA.

The observation that the CNA Incentive does not qualify as an
asset is well noted. It was only treated as a receivable consistent
with the declared waiver of regular employees as a precautionary
measure to refund the received amount once the same has been
disallowed by COA. However, they will comply with the
recommendation to reclassify the said incentive as expense rather
than as an asset.

Continuous monitoring is being implemented, and monthly
demand letters are being sent to AOs with outstanding
unliquidated cash advances. Withholding of salaries is enforced in
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10.

accordance with Section 5.1 of COA Circular No. 97-002 dated
February 10, 1997.

V. The FD has also adopted a policy of not granting new cash
advances to AOs with outstanding balances, unless no other
option is available.

Vi. While the designation of COS employees as AO is discouraged,
additional documentary requirements have been instituted. These
include accountability certifications, acknowledgements, and
conformity statements for all employees who will be part of
requested cash advances.

Vii. Demand letters will likewise be prepared and sent to resigned or
retired employees. Proper monitoring will continue for those
requesting clearance from the agency.

viii. The institution-wide policy on the granting and liquidation of cash
advances, which incorporates the provisions of COA Circular No.
97-002 dated February 10, 1997 has already been disseminated
to all offices and employees.

9.26 As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.

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 the
International Public Sector Accounting Standard 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.

10.1  Relevant provisions of IPSAS 39 on Employee Benefits provide as follows:
Short-Term Employee Benefits
9. Short-term employee benefits include items such as the
following, if expected to be settled wholly before twelve
months after the end of the reporting period in which the
employees render the related services;
Xxx

b. Paid annual leave and paid sick leave;

Xxx
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Recognition and measurement
All Short-Term Employee Benefits

11. When an employee has rendered service to an entity
during an accounting period, the entity shall recognize
the undiscounted amount of short-term employee
benefits expected to be paid in exchange for that service:

(a) As a liability (accrued expense), after deducting any
amount already paid. Xxx

(b) As an expense, unless another Standard requires or
permits the inclusion of the benefits in the cost of an asset
(see, for example, IPSAS 12, Inventories, and IPSAS 17,
Property, Plant, and Equipment).

10.2 Further, COA Circular No. 2024-009 dated July 16, 2024 on the
Implementation of IPSAS 39 and Relevant Philippine Application Guidance
(PAG), by all National Government Agencies (NGAs), Government
Corporations (GCs) classified as Non-Commercial Public Sector Entities
(Non-CPSEs) and Local Government Units (LGUs) provides as follows:

9.0 PAG TO IPSAS 39 - EMPLOYEE BENEFITS

All provisions of IPSAS 39 and its amendments shall be
adopted by all NGAs, classified as Non-CPSEs, and LGUSs, as
applicable, and in accordance with the following PAGs:

Xxx

PAG1. For consistency and uniformity, all NGAs, GCs
classified as Non-CPSEs, and LGUs shall measure the
earned leave credits based on the computation provided in

Section 3.1 of Department of Budget Management Budget
Circular No. 2016-2 dated March 29, 2016.

Terminal Leave Benefits =S x D x CF
Where:

S — Highest salary received at any time during the
government service.

D - Number of accumulated vacation and sick leave credits.

CF - Constant factor of 0.0481927 (adjusted to account for
additional regular holidays).

10.3 Review of the Financial Statements of PTNI as at December 31, 2025 and
subsequent interviews confirmed that the FD did not record the
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10.4

10.5

10.6

10.7

10.8

corresponding expenses and liabilities arising from unused earned leave
credits of PTNI officers and employees. On February 5, 2026, the Audit
Team requested the personal data, including salary details and leave credit
balances, among others, to facilitate the audit of the Employee Benefits of
PTNI.

The audit determined that as at December 31, 2025, the unrecorded
unused leave credit balances of PTNI officers and employees amounted to
approximately P32.581 million (using the current salaries). Verification
revealed that the non-recording of the expense and liability accounts was
due to the unawareness of the FD with the pertinent IPSAS and the
relevant PAG.

Consequently, the Accumulated Surplus account is overstated by
approximately P32.581 million as a result of the understatement of the
expenses, while the liability account is understated by the same amount.
These non-recognition result in a material misstatement, thereby,
compromising the fair presentation of the balances of the said accounts in
the financial statements as at year-end, contrary to IPSAS 39 and the
relevant PAG.

We recommended that Management 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 liability 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 all PTNI
officers and employees to facilitate accurate computation,
valuation, and recording of leave benefit 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 FD commented that a JEV will be prepared at the end of each month
to record the appropriate recognition and adjusting entries for liabilities
arising from unused earned leave credits of PTNI officers and employees
for CY 2026.

In coordination with the Human Resource Department, the FD will maintain

an updated database of leave credits and salary rates to ensure accurate
computation and timely recording.
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11.

10.9 Moving forward, a year-end accrual process will be established to
consistently value and record all earned but unused leave credits in
compliance with IPSAS 39 and the relevant PAGs.

10.10 As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.

PTNI’s financial condition continues to exhibit significant indicators of
going concern uncertainty, characterized by recurring operating losses,
and accumulated deficits. These adverse financial conditions persist and
give rise to material uncertainties that may cast significant doubt on the
Network’s ability to continue as going concern. Further, PTNI has not
conducted a formal assessment of these conditions and uncertainties, nor
disclosed the results thereof in the Notes to Financial Statements, contrary
to the requirements of Paragraphs 27 and 38 of International Public Sector
Accounting Standard 1. The absence of such assessment and disclosure
impairs the fair presentation of the financial statements and may
compromise the reliability, transparency, and usefulness of financial
information for stakeholders and other users in making informed decisions.

11.1  Paragraph 27 of IPSAS 1 provides that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects of
transactions, other events and conditions in accordance with
the definitions and recognition criteria for assets, liabilities,
revenue and expenses set out in IPSASs. The application of
IPSASs, with additional disclosures when necessary, is
presumed to result in financial statements that achieve a fair
presentation.

11.2  Also, Paragraph 38 of IPSAS 1 provides as follows:

When preparing financial statements, an assessment of an
entity’s ability to continue as a going concern shall be made.
This assessment shall be made by those responsible for the
preparation of the financial statements. Financial statements
shall be prepared on a going concern basis unless there is an
intention to liquidate the entity or to cease operating, or if there
is a no realistic alternative but to do so. When those responsible
for the preparation of the financial statements are aware, in
making their assessment, of material uncertainties related to
events or conditions that may cast significant doubt upon the
entity’s ability to continue as a going concern, those
uncertainties shall be disclosed. When financial statements are
not prepared on a going concern basis, that fact shall be
disclosed, together with the basis on which the financial
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11.3

11.4

statements are prepared and the reason why the entity is not
regarded as a going concermn.

For CYs 2020 to 2025, the Network generated total revenues of P1.083
billion as compared to P3.057 billion in operating expenses, resulting in a
cumulative deficit from operations of P1.974 billion for six consecutive
years. The deficit trend remained uninterrupted throughout the review
period, culminating in CY 2025 with the highest recorded operating loss of
P460.740 million, primarily driven by a significant decline in revenues while
operating expenditures remained consistently high.

Although the Network received a total P2.114 billion in financial assistance
from the National Government (NG) for six years, such support merely
compensated for operational inadequacies rather than strengthening fiscal
autonomy. Absent these subsidies, the Network would have consistently
reported material net losses, indicating that its core operations are not
financially self-sustaining. Details are shown in Table 29.

Table 29 — Details of Revenues vis-a-vis Expenses for CYs 2020 to 2025 of PTNI

2025 2024 2023 2022 2021 2020 Total
REVENUE
Service and business 203.769.529
income 60,651,919 212812041 221,013,178 199, 213728133 170,601,527  1,082,576,327
TOTAL REVENUE 60,651919 212812041 221013178 203769529 213728133 _ 170,601,527 _ 1,082,576,327
CURRENT OPERATING EXPENSES
Personnel services 66,867,550 75749273 80,710,364 82512548 86,596,705 93,331,729 485,768,169
Maintenance and other
operating expenses 281,087,841  284837,070  281467,002 292,652,568 272,703,897 228,939,332  1,641,688,610
Finangial expenses 24,053 36,769 25,349 25,468 20,036 16,674 148 349
Non-cash expenses 173,411,631 185285251 168,382,664 159,353,129 136,339,711 106,282,723 929,055,109
TOTAL CURRENT
OPERATING EXPENSES 521,391,075 545908363 530,586,279 534543713  495660,340 428570458  3,056,660,237
SURPLUS/(DEFICIT)
FROM CURRENT
OPERATIONS (460,739,156)  (333,096,322) (309,573,101) (330,774,184) (281,932,216) (257,968,931) (1,974,083,910)
Other non-operating
income 2,200,185 106,694 617,104 9,260,825 2,316,029 58,006 14,558,843
Gains 1421866 1,910,811 1311698 2105365 750,675 53238 7 553,653
Losses (1,154544)  (1,194464)  (9,691,521)  (7,219,680) (271,774) (545231)  (20,077,214)
Surplus (Deficit) before
Subsidy ussoTisg) (B2273281) (317335820) (326627674) (279.137.286) (258402918)  (1.972,048,628)
Assistance and Subsidy
gom National 234487045 339801231 181638985 181208317 561298533 615145313  2,113,670,324

overnment

Net Surplus (Deficit) for
the Period (223,783,704) 7527950 (135,696,835) (145320.357) 282161247 356,742,395 141,621,696
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The Audit Team also evaluated PTNI's financial health, performance, and
operational efficiency by examining data from financial statements such as
Statements of Financial Performance for the last six years to assess the
Network’s operating ratio.

11.6 Operating ratio measures a company's efficiency by comparing its
operating expenses to its net revenue, expressed as a percentage. A lower
ratio indicates better management of costs and higher profitability, with
ratios under 85 percent generally considered healthy. Details of PTNI's
operating ratio for the past six years are shown below in Table 30.

Table 30 — PTNI’s operating ratio from CYs 2020 to 2025
Year Revenue Current Operating Ratio
Expenses

2025 60,651,919 521,391,075 859.64%
2024 212,812,041 545,908,363 256.52%
2023 221,013,178 530,586,279 240.07%
2022 203,769,529 534,543,713 262.33%
2021 213,728,133 495,660,349 231.91%
2020 170,601,527 428,570,458 251.21%
Total 1,082,576,327 3,056,660,237 282.35%

11.7 It can be gleaned from the tables above that PTNI consistently spent
significantly more on operating expenses than it generated revenue from
CYs 2020-2025 with CY 2025 obtaining the highest ratio of 859.64 percent.

11.8 The ratio of NG subsidy over operating expenses of PTNI for CYs 2020-

2025 are shown in Table 31.

Table 31 — PTNI’s ratio of NG subsidy over Operating Expenses for CYs 2020 to 2025

Subsidy as % of
Year Operating NG Subsidy Operating Expenses
Expenses

2025 P 521,391,075 P 234,487,945 44.97%
2024 545,908,363 339,801,231 62.25%
2023 530,586,279 181,638,985 34.23%
2022 534,543,713 181,298,317 33.92%
2021 495,660,349 561,298,533 113.24%
2020 428,570,458 615,145,313 143.53%
Total P3,056,660,237 P 2,113,670,324 69.15%

11.9

The foregoing conditions are considered indicators of material uncertainty
that casts doubt on the Network’s ability to continue as a going concern,
particularly if government support is reduced or becomes unavailable.
Despite this, PTNI was unable to make the required assessment and
disclosure in its Notes to Financial Statements due to unawareness with
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the said requirements, which not in accordance with Paragraphs 27 and 38
of IPSAS 1 and may affect the fair presentation of financial statements as
at year-end.

11.10 We recommended, and Management agreed, to:

a. Conduct and document a formal going concern assessment;

b. Institute comprehensive financial reforms aimed at restoring
operational sustainability and reducing reliance on external
funding to support its operations; and

c. Prepare the necessary disclosures in the Notes to Financial

Statements regarding material uncertainties related to going
concern, in compliance with Paragraph 38 of IPSAS 1.
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12.

NON-FINANCIAL

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.

12.1

February 14, 2012 reads as follows:

B.

RESPONSIBILITIES

OFFICIALS/EMPLOYEES

OF

THE

Section B.4 of Revenue Memorandum Circular No. 23-2012 dated

GOVERNMENT

The aforesaid government officials/employees have the

following duties and obligations as withholding agents:

Xxx

4. To remit on time taxes withheld. The responsible officials
and employees, as withholding agents, should see fto it that
taxes are accordingly remitted on or before their due dates using
the prescribed monthly/quarterly withholding tax remittance
returns, together with other attachments, where applicable, as

follows:
Kind of BIR Form Period Due Date Due Date
WT Covered (Manual Filers) (EFPS Filers)
WTC BIR Form No. January to | 10t day of the 15t day of the
1601-C November | following month following month
BIR Form No. December | January 15 of the | January 20 of
1601-C following year the following
year
EWT BIR Form No. January to | 10t day of the 15t day of the
1601-E [with the November following month following month
Monthly Alphalist of
Payees (MAP)]
BIR Form No. December January 15 of the | January 20 of
1601-E (with the following year the following
MAP) year
FWT BIR Form No. January to 10t day of the 15t day of the
1601-F (with MAP) | November | following month following month
BIR Form No. December | January 15 of the | January 20 of
1601-F (with MAP) following year the following
year
GVAT | BIR Form No. 1600 | January to | 10" day of the 10t day of the
(with the MAP) December | following month following month
GPT BIR Form No. 1600 | January to | 10" day of the 10t day of the
(with the MAP) December | following month following month

12.2  Verification of transactions recorded in the GL for Expanded Withholding
Taxes (EWT), Percentage Tax (PT), and Final Withholding Value-Added
Tax (FVAT) accounts against the corresponding Disbursement Vouchers,
Debit Memos, Auto-debit Remittances, and other supporting documents for
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CY 2025 showed that these were properly computed, withheld, and
remitted.

12.3 However, review of records revealed the existence of unremitted taxes
withheld pertaining to prior years, which are summarized in Table 32.

Table 32: Unremitted Taxes Withheld as at December 31, 2025

Expanded Percentage Final Total
Withholding  Tax (PT) Withholding
Tax (EWT) VAT (FVAT)
December 31, 2025 balance per GL P159,740,498 P2,194,057  P24,596,301 P186,530,856
Less: DVs with Checks that remained (83,245) - (373,021) (456,266)
unissued for the month of December 2025
Debit Memo for the month of December 2025 (212,318) (351,744) - (564,062)
(e.g. Payroll)
Payable for the month of December 2025 (136,177) (6,002) (177,285) (319,464)
(Processed DVs with no Checks)
Net Adjustments - 103,200 - 103,200
Unremitted Balances as at year-end P160,172,238 P2,448,603 P25,146,607 P187,767,448

12.4 As can be gleaned from Table 31, the unremitted EWT account represents
the vast majority of the unremitted taxes withheld at P160.172 million or
approximately 85.30 percent of the total unremitted amount of P187.767
million.

12.5 Inquiry with the FD disclosed that the total unremitted balance of P187.767
million represents accumulated balances carried over from prior years.
These are balances originally recorded by an employee who is no longer
connected with the Network, thus, the Network faces difficulty in
determining the nature of these transactions and as to what taxable year(s)
it pertains.

12.6 As aresult, the unremitted taxes withheld exposes the Network to potential
penalties, surcharges, and interests in case these deficiencies are formally
assessed by the BIR.

12.7 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 discrepancylies
identified shall be promptly communicated to the BIR for
appropriate resolution;

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

12.8 Management commented that the unremitted balances, representing
accumulated amounts carried over from prior years, are subject to
reconciliation and are directly affected by the 10-year Tax Amnesty granted
to the Network. Notably, the recorded unremitted balances in the books are
lower than the amount covered by the tax amnesty.

12.9 The FD further commented that recording of the tax amnesty amount in the
accounting records would result in negative balances in the related tax
liability accounts.

12.10 As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.

Non-reconciliation of records resulted in the unremitted premiums,
contributions, and loan amortizations withheld from employees for the
Government Service Insurance System, Philippine Health Insurance
Corporation, and Home Development Mutual Fund (HDMF) prior to Calendar
Year 2025 aggregating P12.772 million as at December 31, 2025, contrary to
Section 6 of Republic Act (RA) No. 8291 and Section 14. 2 of the
Implementing Rules and Regulations (IRR) of RA No. 8291, Section 11 of
the IRR of RA No. 7875, and Section E.4 of HDMF Circular No. 275, thus,
exposing the Network to the risk of paying interests, penalties, and/or
surcharges.

13.1 This is a reiteration of prior years’ audit observation, with updates, as
Management has not yet fully implemented the audit recommendations.

13.2 Section 6, ltems (a) and (b) and Section 7 of RA No. 8291, otherwise known
as the GSIS Act of 1997 provides that:

Collections and Remittance of Contributions.

(a) The employer shall report to the GSIS the names of all its
employees, their corresponding employment status, positions,
salaries and such other pertinent information, including
subsequent changes therein, if any, as may be required by the
GSIS; the employer shall deduct each month from the monthly
salary or compensation of each employee the contribution
payable by him in accordance with the schedule prescribed in
the rules and regulations implementing this Act.

(b) Each employer shall remit directly to the GSIS the

employees’ and employers’ contributions within the first ten
(10) days of the calendar month following the month to which
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13.3

13.4

13.5

the contributions apply. The remittance by the employer of the
contributions to the GSIS shall take priority over and above the
payment of any and all obligations, except salaries and wages
of its employees.

SECTION 7. Interests on Delayed Remittances. — Agencies
which delay the remittance of any and all monies due the GSIS
shall be charged interests as may be prescribed by the Board
but not less than two per cent (2%) simple interest per month.
Such interest shall be paid by the employers concerned.

Further, Section 14. 2 of the IRR of RA No. 8291 provides:

14.2 The government agency shall also deduct from the fixed
monthly compensation of the employee the loan amortizations
(consolidated loans, policy loan, emergency loan, housing loan
and other loans), premium payments (optional, pre-need and
other non-life insurance) and other amounts due the GSIS.

Remittance of contribution shall be mandatory for all members.
It shall be made to PhilHealth offices or to any of the accredited
collecting agents. Failure to timely remit the appropriate
premium contribution shall be subject to interest and penalties
as prescribed by the corporation without prejudice to other
applicable penalties herein provided.

New Payment Deadlines

Employers with PENs  Every 11th — 15th day of the month
ending in 0-4 following the applicable period

Employers with PENs  Every 16th — 20th day of the month
ending in 5-9 following the applicable period

13.6  Section E.4 of HDMF Circular No. 275 provides that:

Employers shall remit the required monthly employer and
employee contributions to the nearest Pag-IBIG branch or its
authorized collecting banks, together with the duly
accomplished Membership Contribution Remittance Form
(MCREF), in accordance with the following remittance schedule:

Section 11 of the IRR of RA No. 7875, otherwise known as the National
Health Insurance Act of 1995 provides that:

PhilHealth Circular No. 0001 s. 2014 dated January 1, 2014 provides the
New Payment Schedule for Premium Contributions, to wit:
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First Letter of Due Date
Employer’s Name

AtoD 10th to the 14th day of the month
following the period covered

EtoL 15th to the 19th day of the month
following the period covered

Mto Q 20th to the 24th day of the month

following the period covered
R to Z, Numeral 25th to the end of the month following
the period covered

Failure or refusal of the employer to pay or to remit the
contributions herein prescribed shall not prejudice the right of
the covered member to the benefits under the Fund. Such
employer shall be charged a penalty equivalent to the 1/10 of
1% per day of delay of the amount due starting on the first day
immediately following the due date until the date of full
settlement.

13.7 PTNI has consistently withheld from the salaries of its employees the GSIS,
PhilHealth and HDMF/Pag-IBIG premiums, contributions, and loan
amortizations and remits the amounts withheld during CY 2025 to the
respective agencies. However, based on records, the total amount of
P12.772 million remained unremitted as at December 31, 2025, which

pertains to transactions prior to CY 2025. Details are presented in Table
33.

Table 33 — Unremitted Premiums, Contributions, and Loan Amortizations

Due to
Particulars DuetoGSIS  PhilHealth Due¢toPagBIG o0
Beginning balance P 5,864,073 P 7,022,062 P (110,267) P 12,775,868
Amount withheld for CY 2025 17,853,426 923,019 3,650,476 22,426,921
Government’s share 4,652,516 941,525 248,300 5,842,341
Remittances (22,530,493)  (1,848,926) (3,893,446) (28,272,865)
Balance as at December 31, 2025 P 5,839,522 P 7,037,680 P (104,937) P 12,772,265

13.8  Breakdown of Due to GSIS and Due to Pag-IBIG balances as to premiums
contributions, and loan amortizations are presented in Tables 34 and 35.

Table 34 — Breakdown of Due to GSIS balance

Life & Retirement Salary & Policy Loans /

Particulars Premiums / ECC Other Loans Total
Beginning balance P 431,078 P 5432995 P 5,864,073
Amount withheld for CY 2025 3,365,562 14,487,864 17,853,426
Government's share 4,652,516 - 4,652,516
Remittances (8,042,629) (14,487,864) (22,530,493)
Balance as at December 31, 2025 P 406,527 P 5,432,995 P 5,839,522
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Table 35 — Breakdown of Due to Pag-IBIG balance

Particulars Premium Multi-Purpose Loan Total

Beginning balance P 193,388 P (303,655) P (110,267)
Amount withheld for CY 2025 1,358,637 2,291,839 3,650,476
Government’s share 248,300 - 248,300
Remittances (1,605,137) (2,288,309)  (3,893,446)

Balance as at December 31, 2025 P 195,188 P (300,125) P (104,937)

13.9

13.10

13.11

13.12

13.13

13.14

Verification of the accounts revealed that the unremitted balances pertain
to prior years’ forwarding balances. Management claimed that the non-
remittance was due to the unreconciled records, and as of this writing, the
reconciliation of the balances is still ongoing and being conducted by the
FD and Personnel Section (PS).

The non-remittance of the premiums, contributions, and loan amortizations
within the prescribed period is contrary to the above-stated provisions of
the pertinent government issuances. Hence, the Network may be subjected
to the imposition of interests, penalties, and/or surcharges.

Also, audit of the Inter-Agency Payables account revealed that the Due to
GSIS-Employees’ Compensation Commission, Due to GSIS-Others, Due
to Pag-IBIG-Multi-Purpose Loan and Due to Pag-IBIG-Calamity Loan
accounts amounting to (P3,050), (P66,973), (P300,126), and (P3,530),
respectively, or a total of (P373,679) were presented in negative amounts.
Furthermore, SLs for the Inter-Agency Payables account as at December
31, 2025 were not submitted to support these balances.

Interviews with the personnel concerned revealed that the negative
balances may have resulted from mispostings or erroneous computation of
premiums, contributions or loan amortization. Also, the preparation and
reconciliation of the SLs are still ongoing.

In this regard, worth mentioning is Paragraph 27 of IPSAS 1 which provides
that:

Financial statements shall present fairly the financial position,
financial performance and cash flows of an entity. Fair
presentation requires the faithful representation of the effects
of transactions, other events and conditions in accordance
with the definitions and recognition criteria for assets,
liabilities, revenue and expenses set out in IPSASs. The
application of IPSASs, with additional disclosures, when
necessary, is presumed to result in financial statements that
achieve a fair presentation.

The presence of these negative balances and the absence of the SLs cast
doubt on the reliability of the account balances and its presentation in the
financial statements as at year-end, which is not in accordance with
Paragraph 27 of IPSAS 1.
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14.

13.15 We reiterated our recommendations that Management direct the FD
and PS to:

a. Analyze and reconcile the beginning balances of the Due to GSIS,
PhilHealth and Pag-IBIG accounts and remit any outstanding
balance(s) to the appropriate government agencies, if warranted;
and

b. Exert diligent efforts in identifying the cause(s) and nature of the
noted negative balances and make the appropriate adjusting
entries to correct the same.

13.16 We also recommended that Management direct the FD to maintain
complete and updated SLs to support the Inter-Agency Payables
account balances.

13.17 Management commented thatthe FD is currently in the process of
analyzing and reconciling the accounts payable to GSIS, PhilHealth, and
Pag-IBIG. The reconciliation of CY 2025 balances is nearing completion,
and several variances have already been identified. Accordingly, the
necessary adjusting entries are being prepared for implementation.

13.18 According to the FD, the reconciliation process will not only cover the
current year balances but will also extend to prior years to ensure that all
outstanding balances owed to the respective government agencies are
properly accounted for and settled.

13.19 Additionally, the FD is working on maintaining and completing SLs to fully
support the Inter-Agency Payables Accounts.

13.20 As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.

The Network failed to require the contractors of the PTV Legazpi Facilities
and Marawi Rehabilitation Center projects, with contract costs of P34.551
million and P29.440 million, respectively, to prepare a revised detailed
catch-up program with weekly physical targets and the necessary
additional resources despite the projects having incurred a negative
slippage of at least ten percent. Likewise, the Network did not intensify on-
site supervision and evaluation of project performance at least once a
week, nor did it prepare contingency plans for the possible termination of
the contracts or takeover of the works by administration or through another
contract, contrary to Section 2 of Government Procurement Policy Board
Resolution No. 05-2019 dated March 8, 2019. Consequently, these
deficiencies contributed to the further delay in project completion and
deprived the public of the supposed benefits of the projects. Further, both
contracts do not contain a liquidated damages provision, contrary to
Section 68 of the revised Implementing Rules and Regulations of Republic
Act No. 9184.
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14.1

14.2

This is a reiteration of prior year’s audit observation, with updates, as the
Management has not yet fully implemented the recommendations.

No. 05-2019 dated March 8, 2019 reads as follows:

Section 2 of Government Procurement Policy Board (GPPB) Resolution

To ensure the timely implementation of infrastructure projects
and effective management of the performance of contractors.
the following calibrated actions in response to delays in the
implementation of infrastructure projects are hereby adopted:

Xxx

2.2 Negative Slippage of ten per cent (10%) — The contractor
shall be issued a final warning and be required to come-up
with a revised detailed “catch-up” program with weekly
physical targets together with the required additional input
resources.

The implementing unit shall intensify on-site supervision and
evaluation of the project performance to at least once a week
and prepare contingency plan for a possible termination of the
contract or take-over of the work by administration or contract.

14.3 The project “Supply, Delivery, Design and Build of a Four-Legged 250-feet
TV Broadcast Tower including the Renovation of Existing Transmitter
Building with Roof deck, Permanent Electric Facilities, Grounding and
Lightning Protection System with Site Development, Perimeter Fence and
Guard House for PTV Legazpi” was awarded to Contractor A Joint Venture
Agreement (JVA) Contractor B on May 31, 2022 with a total project cost of
P34.551 million. The Notice To Proceed (NTP) was received by the
Contractor on June 13, 2022, and the deadline for completion was set on
October 11, 2022, which was 120 days from receipt of the NTP.

14.4 A request for extension was applied by Contractor A and approved by the
PTNI Management as detailed below:
Request for Date of Number of Reason for Date of Number of
Extension | Request for Days Extension Approval of Days
Extension | Requested Extension Extended
Extension 1 | July 11, | 30-45days | Suspension  Order | August 31, | Extended for
2022 Issued by PTNI due | 2022 44 calendar
to non-feasibility of days or until

locaton as  per
landowner  Misibis
Land Inc. (MLI) and
delay in the conduct
of kick-off meeting for
the project

November 24,
2022

102



14.5

The following are the relevant dates with the corresponding progress of the
project:

During the initial stage, the project experienced delays due to a
suspension order relative to the non-feasibility of the original site for
the construction of the tower and the subsequent issuance of Time
Extension No. 1 dated August 31, 2022 extending the timeline of the
completion of the Project for 44 calendar days or until November 24,
2022;

On November 16, 2022, PTNI Management invited a representative of
Contractor A for a meeting with the then former Network General
Manager Julio O. Castillo relative to project’s updates;

On December 1, 2022, a reminder was sent through electronic mail
relative to the lapses of Contractor A to submit the Contractor’s Daily
Accomplishment Report to the Project Management Office (PMO);

On December 14, 2022, PMO reminded Contractor A on the
submission of the Test Result for Concrete Samples relative to the
project;

On January 1, 2023, PMO informed Contractor A on the availability of
the signed revised plans and building permits for pickup;

On January 3, 2023, Contractor A requested for the signed original
plans, signed Revised Plans, Approved Removal of Existing Corroded
Tower, Variation Order No. 1 to facilitate project execution;

On February 2, 2023, PMO provided Contractor A with a copy of letter
from MLI relative to its request for the approval of the removal of
existing corroded tower;

On February 15, 2023, Contractor A emailed photographs to the PMO
relative to the Project’s progress;

On February 28, 2023, two months after the project deadline, the PMO
required Contractor A to prepare and submit Turn-Over Documents for
final inspection. However, no reports were received;

On June 7, 2023, PMO sent an email to Contractor A on the final date
of turn-over of the Project;

On June 9, 2023, PMO requested from Contractor A an approved
Construction Plan of PTV Legaspi Station for application of building
permit;

On July 24, 2023, PMO invited Contractor A to attend an online

meeting (Checkpoint Meeting) scheduled on July 26, 2023 at around
10:00am via Zoom relative to the Project’s updates;
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14.6

On July 26, 2023, a Checkpoint Meeting was conducted at around
10:00 am via Zoom relative to the project’s status which was attended
by Contractor A, PMO and representatives from the Office of the
General Manager,

On July 28, 2023, PTNI issued a demand via email for the timely
completion of the project and submission of comprehensive report
relative to project status. These were followed by a number of emails
on various dates such as November 23, 2023 and December 15, 2023
requesting for project updates;

On December 22, 2023, in compliance with the requests above,
Contractor A submitted Comprehensive Report, Follow-up Extension
Letter, and Variation Order;

On January 24, 2024, the PMO reminded Contractor A of the
upcoming punch listing activity to determine the Project’'s compliance
with the plans and specifications. Attached thereto was a letter from
the Office of the General Manager related to the said activity;

Result of the punch listing activity conducted last January 30, 2024
disclosed a number of undelivered items costing of P7.168 million;

The said punch list was then issued to the Contractor last February 15,
2024 as basis in rectifying identified unacceptable items noted during
the punch listing activity together with a letter from the Office of the
General Manager requesting for a detailed information on the actions
taken to rectify each item listed in the punch list;

A series of follow-ups on various dates namely: March 18, 2024, April
30, 2024, May 17, 2024, May 27, 2024, and July 1, 2024 were
conducted by the PMO to get an update on the rectification of the
punch list. Further, PMO emailed Contractor A relative to the
submission of the requested comprehensive report or project status,
however, the said report remained unsubmitted;

On July 6, 2024, Contractor A submitted another request for final
inspection dated July 4, 2024. However, Contractor A still has not
submitted a detailed comprehensive report as required by the PMO;
and

On June 9, 2025 and August 11, 2025, meetings were conducted.
Multiple requests for updated timeline and report were sent to
Contractor A with the last follow up on September 18, 2025. No reply
has been received to date.

On the other hand, on July 24, 2018, National Disaster Risk Reduction &
Management Fund (NDRRMF) in the amount of P54.940 million was
released to PTNI per SARO No. SARO-BMB-C-18-0016272 to cover the
subsidy for the implementation of the Network’s project in connection with
the Marawi Rehabilitation and Recovery charged against the Marawi
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14.7

14.8

14.9

14.10

Recovery, Rehabilitation and Reconstruction Program under Fiscal Year
2018 NDRRMF, RA No. 10964 General Appropriations Act, detailed in the
Table 36.

Table 36 - Details of SARO-BMB-C-18-0016272

Particulars Amount
Maintenance and Other Operating Expenses P 6,900,000
Capital Outlays 48,040,000
Buildings 30,000,000
Other structures (Guyed Tower) 800,000
ICT equipment 2,890,000
Communication equipment 11,750,000
Motor vehicles (2 pick-up) 2,600,000
Total P 54,940,000

The contract for the Design and Build of PTNI Marawi Regional Center — A
Two-Storey Studio/Transmitter Building with Roof deck and 80-Feet Bipod
Antenna Tower was awarded to Contractor C. The project is supposed to
be completed within 240 days from the date of NTP which is September
15, 2021, or on or before May 12, 2022.

Verification of correspondences between the PTNI and Contractor C
relative to the said project disclosed that Contractor C had applied for four
requests for extension which were all approved by the PTNI as shown in
the Table 37.

Table 37: Letter Requests for Extensions by Contractor C for the Marawi

Project
Particulars Document Date Supposed Days Revised Completion
Completion Granted Date
Extension No. 1 April 25, 2022 May 12, 2022 34 June 15, 2022
Extension No. 2 May 25, 2022 June 15, 2022 29 July 14, 2022
Extension No. 3 June 22, 2022 July 14, 2022 30 August 13, 2022
Extension No. 4 August 12,2022 | August 13, 2022 60 October 12, 2022

Despite four approved extensions, Contractor C still failed to complete the
project within the new approved timeline.

As at December 31, 2025, the projects for both Legazpi Facilities and the
Marawi Regional Center are delayed for more than three years. Despite
this, the Network was unable to require Contractor A and Contractor C to
come-up with a revised detailed “catch-up” program with weekly physical
targets together with the required additional input resources and non-
conduct of on-site supervision and evaluation of the project performance to
at least once a week and prepare contingency plan for a possible
termination of the contract or take-over of the work by administration or
contract. As a result, the intended benefits of the said projects have yet to
be delivered.
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14.11 In addition, the contracts for both projects do not contain a provision on
liquidated damages. Management commented that such a provision is
unnecessary because it is already implied by law. The Audit Team agree
with the Management; however, such requirement is specifically provided
under Section 68 of the revised IRR of RA No. 9184, as follows:

All contracts executed in accordance with the Act and this IRR
shall contain a provision on liquidated damages which shall
be payable by the contractor in case of breach thereof. For the
procurement of Goods, Infrastructure Projects and Consulting
Services, the amount of the liquidated damages shall be at
least equal to one-tenth of one percent (0.001) of the cost of
the unperformed portion for every day of delay. Once the
cumulative amount of liquidated damages reaches ten
percent (10%) of the amount of the contract, the Procuring
Entity may rescind or terminate the contract, without prejudice
to other courses of action and remedies available under the
circumstances.

14.12 The non-inclusion of the liquidated damages provision in the contracts,
though may not necessarily result in the non-imposition of the same,
contrary to Section 68 of the IRR of RA No. 9184.

14.13 We recommended that Management direct the PMO to:

a.

Require the Contractors to prepare a revised detailed “catch-up”
program with weekly physical targets together with the required
additional input resources; intensify on-site supervision and
evaluation of the project performance to at least once a week; and
prepare contingency plan for the possible termination of the
contracts or take-over of the works by administration or through
another contract, in compliance with Section 2 of GPPB
Resolution No. 05-2019 dated March 8, 2019, to prevent further
delays in the completion of the project;

Evaluate the propriety of imposing liquidated damages on the
outstanding balances payable to the subject Contractors;

Determine the official responsible for the non-inclusion of the
liquidated damages provision in the subject contracts and make
the necessary administrative and/or legal actions, as warranted;
and

Henceforth, ensure that all contracts entered into by the Network
contain the required liquidated damages provision.

14.14 The PMO commented the following:

i. The PMO is currently in formal communication with the Contractor
A. Similarly, the PMO is in coordination with Contractor C.
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Vi.

Vii.

viii.

The most recent meetings with the contractors were held on
January 29, 2026, with Contractors A and B for the PTV Legazpi
project, and on January 12, 2026, with Contractor C for the Marawi
project, to assess the feasibility of continuing the projects under
current conditions. Subsequent communications were conducted
through email and other online communication platforms.

As of this date, the PMO is currently arranging a meeting and site
inspection, with the schedule being finalized in coordination with
the concerned parties.

Pending the outcome of these discussions, the PMO shall submit
its recommendation to the Head of the Procuring Entity (HoPE) on
whether to proceed with, restructure, or terminate the contracts, in
accordance with applicable laws, rules, and regulations.

The PMO, in coordination with the Legal Division and the FD, is
currently evaluating the propriety of imposing liquidated damages
on the outstanding balances payable to the subject Contractor.

The evaluation takes into consideration the provisions of the
contract, the extent of delay attributable to the Contractor, and
applicable laws, rules, and regulations. This includes the
determination and computation of liquidated damages and the
identification of any remaining payable amounts where such
damages may be applied or deducted.

The results of this evaluation shall form part of the basis of the
PMOQO's recommendation to the HoPE on the appropriate course of
action, including the possible continuation or termination of the
contract.

Management conducted a review of the subject contract
documents and confirmed that the issued “Job Order” forms
contained a penalty provision equivalent to one-tenth (1/10) of one
percent for every day of delay in case of failure to complete
delivery within the specified period.

Notwithstanding the foregoing, an internal review is being
undertaken to verify the completeness, clarity, and consistency of
contract provisions, including the standardization of liquidated
damages clauses, and to determine if there are any lapses in
contract preparation or review that may warrant appropriate
administrative action, in accordance with existing rules and
regulations.

While the subject “Job Order” forms contained a penalty clause for
delay, Management is currently undertaking measures to
standardize contract templates and strengthen review
mechanisms to ensure that all future contracts clearly and
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15.

expressly stipulate liquidated damages provisions in accordance
with applicable procurement laws, rules, and guidelines.

Xi. Furthermore, Management shall reinforce appropriate internal
controls and compliance review procedures shall be reinforced to
prevent similar observations in future transactions.

14.15 As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.

Thirteen (13) out of the 20 provincial stations of the People’s Television
Network, Inc. were non-operational or with ‘temporary off-air’ status due to
defective transmitter components, unavailability of spare parts, and
pending repair works. Consequently, the Network was unable to fully
discharge its mandate of reaching as much of the Filipino population and
serving as an effective medium for national unity and political stability
through the effective use of modern broadcasting technology, contrary to
Sections 2 and 10 of the Implementing Rules and Regulations of the
Republic Act No. 10390.

15.1 Sections 2 and 10 of the IRR of RA No. 10390, otherwise known as an “Act
Revitalizing the People’s Television Network, Incorporated”, states that:

Section 2. Declaration of Policy

As the sole government broadcast network, the People’s
Television Network, Inc. aims to make available to the people
an efficient and nationwide broadcasting service and
alternative programming that is geared towards public service
broadcasting.

Section 10. Functions of the Network

Xxx

1. To serve as a vehicle for bringing the Government closer
to the people in order to enhance their awareness of the

programs, policies, thrusts, and directions of the
Government;

Xxx

6. To serve as an effective medium for national unity and
political stability by reaching as much of the Filipino
population as possible through the effective use of
modern broadcasting technology;

Xxx
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15.2

15.3

15.4

15.5

15.6

On January 21-23, 2026, the Audit Team witnessed the conduct of CY 2025
Annual Physical Inventory Count of PPE at PTV Palawan station.

During the conduct of the said inventory count, it was observed that the
transmitter and most of the properties at the station were defective or
considered as junk. Consequently, the Audit Team issued an audit query to
confirm and inquire the operational status of PTV Palawan Station and all
other provincial stations.

Based on the response received from Management, it was confirmed that
PTV Palawan Station became non-operational around May 2023. The
station went off-air primarily due to defective transmitter components and
the unavailability of spare parts, compounded by the absence of backup
equipment during that time.

Management disclosed that a technical team was dispatched from August
11, 2023 to September 5, 2023 to conduct troubleshooting and repair works
of the transmitter. Based on the technical report, the station remained off-
air as at September 1, 2023 due to the unavailability of spare parts.
Subsequently, the Network initiated the procurement of the required analog
transmitter parts which were delivered on May 20, 2025. However, due to
the changes in management within the Network, the deployment of the
repair team was only scheduled within the first quarter of CY 2026.

In addition to PTV Palawan Station, other provincial stations were also
temporary off-air as at March 31, 2026, as confirmed by the Provincial
Network Division, listed in Table 38.

Table 38 — Provincial Stations with ‘Temporary Off-Air’ Operation Status

Provincial Station Off-Air since Cause
PTV 4 Palawan May 2023 Ongoing preparation and scheduling of repair
PTV 8 Tacloban March 2024 Ongoing deployment of transmitter parts
PTV 8 Cotabato March 2024 Defective exciter
PTV 12 Calbayog July 2024 Ongoing deployment of transmitter parts
PTV 39 Legazpi February 2025 | Ongoing procurement of transmitter
PTV Kidapawan March 2025 Issue with the Memorandum of Agreement with PGC
PTV llocos Norte May 2025 Ongoing procurement of exciter, remultiplexer and IRD
PTV 48 Davao Del Norte July 2025 Ongoing procurement of transmitter parts
PTV 7 Zamboanga January 2026 | Ongoing procurement of Single-Phase Electricity
PTV Marawi January 2026 | Ongoing procurement of Three Phase Electricity
PTV 10 Dumaguete February 2026 | Ongoing deployment of transmitter parts
PTV 4 Naga March 2026 Fluctuations on Power Amplifier
PTV 11 Pagadian March 2026 Defective Transformer Fuse Link
15.7  As more provincial stations become non-operational, the Network is unable
to fulfill its mandate of reaching as much of the Filipino population as
possible and to serve as an effective medium for national unity and political
stability through modern broadcasting technology.
15.8 Furthermore, operational costs were continuously incurred for these

provincial stations, including utilities and manpower services, among
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16.

15.9

15.10

15.11

others, despite being temporary off-air. The inefficiency is further
compounded by the high cost of mandatory annual physical inventories,
which necessitate significant outlays for the inventory team's travel and
lodging, despite the stations' idle condition.

In this regard, worth mentioning is Section 2 of PD No. 1445 which provides
that “It is the declared policy of the State that all resources of the
government shall be managed, expended or utilized in accordance with law
and regulations, and safeguard against loss or wastage through illegal or
improper disposition, with a view to ensuring efficiency, economy and
effectiveness in the operations of government. Xxx”

To sum, the continued inaction on these repairs not only resulted in the
wastage of government funds through unproductive operational costs but
also constitutes a failure to deliver mandated public services, depriving the
Filipino people of access to vital government information in the affected
regions, contrary to Sections 2 and 10 of the IRR of RA No. 10390.

We recommended, and Management agreed, to:

a. Direct the Engineering and Provincial Network Divisions to
implement a time-bound deployment plan for repair teams,
prioritizing stations like PTV Palawan where spare parts have
been idle since May 2025; and

b. Considering the Network’s current financial constraints, perform
a formal cost-benefit analysis of stations that have remained off-
air for extended periods to determine the feasibility of
continuing, consolidating, or discontinuing their operations,
thereby, mitigating losses from non-performing assets and
enabling a strategic shift toward core business functions.

Contract-of-Service workers were hired during Calendar Year 2025 to
perform functions that form part of the regular functions of the Network and
could have been performed by regular employees, contrary to Sections 9.1
and 9.3 of Civil Service Commission - Commission on Audit - Department
of Budget and Management Joint Circular No. 1 s. 2025 dated December 15,
2025, thus, casts doubt as to the propriety of the said transactions.

16.1

Sections 9.1 and 9.3 of Civil Service Commission (CSC) - Commission
on Audit (COA) - Department of Budget and Management (DBM) Joint
Circular (JC) No. 1 s. 2025 regarding the Revised Rules and Regulations
on the Engagement of the Contract Of Service (COS) and Job Order (JO)
Workers in the Government, provides that:

9.1 Hiring under the COS shall be limited to consultants,
learning service providers, and/or other technical experts
tfo undertake special project or job within a specific period.
The project or job is not part of the reqular functions of the
agency, or the expertise is not available in the agency, or
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it is impractical or more expensive for the agency to
directly undertake the service provided by the individual
or institutional contractor.

Xxx

9.3 COS and JO workers should not, in any case, be made to
perform functions which are part of the job description of
the agency’s regular employees. (underscoring ours)

16.2 Review of the contracts executed by and between PTNI and its COS
personnel revealed that the duties assigned to these workers involve
regular functions of the Network. These tasks, include, but not limited to
the following:

1. Research of backgrounders for interviews;

2. Conduct of interview with studio guests;

3. Oversee accurate preparation of the Network’s financial

documents;

Manage stories and topics to be utilized in the assigned news

program;

Repair and maintenance of all office computers;

Pre-audit of cash advances for approval of the FD;

Replenishment of petty cash funds;

Review of all liquidated cash advances;

Monitoring of aging of cash advances; and

0. Update and maintenance of SLs for all cash advances, among
others.

B

S©OoNOoO

16.3 Management attributed the non-compliance with CSC-COA-DBM JC No.
1, s. 2025 to the exigency of the service and the pending approval of a
new Table of Organization (TO). Based on inquiries, the proposed TO is
currently being evaluated by the Governance Commission for
Government-Owned and Controlled Corporations (GCG). Hiring of the
COS workers to perform jobs which are considered part of the regular
functions of the Network is contrary to Sections 9.1 and 9.3 of CSC-COA-
DBM JC No. 1, s. 2025, thus, casts doubt on the propriety of these
transactions.

16.4 We recommended that Management direct the PS to:

a. Coordinate with the GCG relative to the status of the new TO;

b. Prepare a preliminary Personnel Placement Plan while awaiting
the GCG's approval to facilitate transition of eligible COS workers
to permanent positions immediately upon approval and
implementation of the new TO;

c. Perform an internal manpower audit to determine which among

the regular functions currently performed by COS workers can be
temporarily absorbed by existing permanent personnel, through
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internal reshuffling, task optimization, and/or amendment of
contracts; and

d. Refrain from hiring additional and/or renewing the contracts of
COS workers performing regular functions, moving forward.

16.5 The Administrative Division commented the following:

i. The implementation of the reorganization remains pending due
to the forthcoming issuance of a Memorandum Order (MO) from
the GCG. The GCG is currently reviewing and reclassifying the
2015 Approved Staffing Pattern to align it with the Network’s
current organizational needs.

ii. Further, in the recent communications with the GCG-ESCD
Team, the office tasked to oversee the agency’s reorganization,
assurances were made that the process was being prioritized
and fast-tracked.

iii. While the Division recognizes the value of advance planning,
preparing a preliminary placement list for COS personnel at this
stage would be premature. Any placement activity must await the
approval of the new TO and the completion of the reorganization
process, ensuring that all permanent employees are duly
appointed before any COS worker is considered for placement.

iv. The DBM-approved TO currently in use by the Network contains
766 positions necessary to maintain full operations. However, the
Network currently has only 104 permanent personnel which is a
number grossly insufficient to perform all required functions.

v. Notwithstanding this limitation, Management has continuously
undertaken reshuffling and task optimization of permanent
functions among existing permanent employees through office
orders, in order to address critical operational needs. A formal
internal manpower audit, as suggested, will be considered once
the new TO is approved and the reorganization is underway, to
ensure compliance with CSC rules on placement and
reorganization.

vi. Management is in full compliance with Section 12.1 of the CSC-
COA-DBM Joint Circular No. 1, s. 2025, which provides: “To
effectively manage their COS and JO workers, agencies shall no
longer be allowed to increase the number of their COS and JO
workers beyond the current number.”

vii. Consistent with the foregoing provision and the implementation
of austerity measures, the Network has refrained from renewing
the contracts of several COS personnel for Fiscal Year 2026.
Likewise, no additional COS workers have been hired beyond
the existing number as at December 31, 2025.
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17.

viii. Notably, the total number of COS personnel decreased from 550
as at December 31, 2025 to 508 as at April 15, 2026, reflecting a
reduction of 42 COS workers, equivalent to approximately 7.6
percent. This downward trend demonstrates the Network’s active
commitment to managing its COS workforce responsibly and in
accordance with applicable rules.

16.6 As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.

Absence of Network-wide written guidelines on the disposal of Information
Technology equipment and valueless records resulted in the non-uniform
disposal practices and the disposal of public records without the required
authority, contrary to Section 31, Rule V of National Privacy Commission
Circular No. 16-01 dated October 10, 2016 and Section 18 of Article Ill of
Republic Act No. 9470. Thus, the Network is exposed to significant
consequences, including personal data breaches, environmental damage,
and potential legal repercussions.

17.1  Section 31, Rule V of National Privacy Commission (NPC) Circular No. 16-
01 dated October 10, 2016 reads as follows:

Procedures must be established regarding:

A. disposal of files that contain personal data, whether such
files are stored on paper, film, optical or magnetic media;

B. secure disposal of computer equipment, such as disk
servers, desktop computers and mobile phones at end-
of-life, especially storage media: Provided, that the
procedure shall include the use of degaussers, erasers,
and physical destruction devices; and

C. disposal of personal data stored offsite.

17.2  While Section 18 of Article Ill “Management of Public Records” of RA No.
9470 provides:

No government department, bureau, agency, and
instrumentality shall dispose of, destroy or authorize the
disposal or destruction of any public records, which are in the
custody or under its control except with the prior written
authority of the executive director.

17.3 During the conduct of physical inventory count of PPE, the presence of a
number of unserviceable Information Technology (IT) equipment such as
used compact discs/digital versatile discs (CDs/DVDs), damaged universal
serial bus (USB) and the like were noted and tagged for disposal.
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17.4

17.5

17.6

17.7

17.8

17.9

Also, it was observed that non-sensitive documents found in the Office of
the General Manager is repurposed for internal uses, such as routing slips,
accomplishment reports, etc. to compensate for the Network's resource
constraints while critical documents containing sensitive information are
being shredded and kept in storage but without written authority from the
Executive Director of the National Archives of the Philippines (NAP) as
required by RA No. 9470. The Property and Cashier Sections, on the other
hand, simply store sensitive documents and dispose non-sensitive
documents, indicating a different approach to records management.

Relative thereto, an interview was conducted with the concerned personnel
and revealed that non-uniform procedures adopted by the various Offices
of PTNI relative to the disposal of the above-mentioned items arose from
the absence of PTNI-wide approved written guidelines on the matter,
contrary to Section 31, Rule V of NPC Circular No. 16-01 dated October
10, 2016 and Section 18, Article Il of RA No. 9470. Thus, exposes PTNI
to the risk of suffering significant consequences, including but not limited
to personal data breaches, environmental damage, and potential legal
repercussions.

Consequently, the disposal of aforesaid items without observing data
sanitation protocols exposes the Network to the negative impact or damage
to its reputation if the information contained therein is leaked and used by
unscrupulous individuals for personal gain.

We recommended that Management:

a. Fast track the creation of a committee tasked with formulating
policies and procedures related to disposal of IT Hardware, USB,
CDs/DVDs and other media, and sensitive/non-sensitive
(valueless) records taking into consideration Section 31, Rule V
of NPC No. 16-01 dated October 10, 2016 and Section 18 of
Article lll of RA No. 9470, and submit the same for approval to
the Board of Directors and/or the Head of Agency;

b. Conduct awareness and training programs and disseminate the
approved policies and procedures to all Officers and Employees
of PTNI to ensure proper implementation; and

c. Ensure that written authority from the NAP is secured before the
disposal or destruction of public records.

Management commented that it has formulated the guidelines on the
disposal of Information Technology Equipment and Public Records to
ensure proper handling, documentation, and disposal of obsolete
Information Technology assets and public records, in compliance with
existing government auditing and records management regulations.

As a rejoinder, the Audit Team acknowledges the Management’s actions
to address the recommendations. However, review of the proposed
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policies and procedures revealed several deficiencies and areas requiring
enhancement to ensure full compliance with NPC Circular No. 16-01 and
RA No. 9470. Accordingly, the draft guidelines were returned to the
concerned Division for further revision and refinement.

The cost of audit services as at December 31, 2025 amounting to P 45.410
million was not remitted to the Bureau of the Treasury, contrary to the
provisions of the Commission on Audit and Department of Budget and
Management Joint Circular No. 88-1 dated July 29, 1988, hence, exposing
the Network to possible administrative sanctions.

18.1 This is a reiteration of prior years’ audit observation, with updates, since
PTNI Management has not yet fully implemented the audit
recommendations.

18.2 The cost of audit services billed by the COA on various audited agencies
is anchored under Section 24 of PD No. 1445 as amended by Executive
Order (EO) No. 19 dated June 19, 1986 and further amended by EO No.
271 dated January 1, 1987.

18.3 Relative thereto, the DBM and COA issued JC No. 88-1 dated July 29,
1988 which provided the guidelines in implementing the objectives of the
above-enumerated issuances. The salient provisions of the said JC are
quoted hereunder:

4.1 COA shall prepare the assessment for the cost of regular
audit services for the ensuing year for each government-
owned and/or controlled corporation and its subsidiaries,
copy furnished the corporation concerned, Department of
Budget and Management and the Bureau of the Treasury,
in time for the operation of the corporate operating
budgets.

4.5 The government corporation shall remit to the BTr the
said cost of audit services in six (6) equal installments,
each installment to fall due on or before the 15th day of
the months of January, March, May, July, September and
November of the calendar year and shall furnish the DBM
and the COA each with a copy of proof of certificate of
remittance made to the BTr.

5.0 Administrative Sanctions

Any official or employee who refuses, fails, or neglects to
perform the responsibilities as required under Section 4.0
hereof shall be held liable for neglect of duty, and shall be
subject to disciplinary or administrative action under the
existing laws, rules and regulations.
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18.4

18.5

18.6

18.7

18.8

18.9

18.10

18.11

Verification of COA Bill No. 2025-12-002673 dated December 12, 2025
revealed that the outstanding cost of audit services covering the months of
February to December 2025 totaled P3.350 million. Review of the Report
of Checks Issued for the CY 2025, disclosed that the Network was able to
settle only the January 2025 billing, amounting to P304,575, evidenced
Disbursement Voucher No. 2025-03-0493 dated March 11, 2025 and
Check No. 523744.

Further, despite overpayment in CY 2024 in the amount of P0.977 million
(applied to CY 1995, 1996, and 2002), the prior years’ balances (starting
from CY 1995) of the cost of audit services in the aggregate amount of
P42.060 million remained unremitted as at December 31, 2024 or a total of
P45.410 million as at December 31, 2025.

As a result, substantial cost of audit services, aggregating to P45.410
million remained unsettled as at year-end due to unavailability of funds.
PTNI is duty-bound to remit to the Bureau of the Treasury (BTr) the cost of
audit services due to COA. Non-remittance thereof is contrary to the
provisions of COA-DBM JC No. 88-1 dated July 29, 1988. Thus, exposes
the Network to the imposition of administrative sanctions pursuant to the
above-mentioned regulation.

We reiterated our recommendation that Management develop a
payment scheme to settle the unpaid balances in compliance with the
provisions of the COA and DBM JC No. 88-1 dated July 29, 1988, thus,
avoiding the imposition of administrative sanctions.

We further reiterated our recommendation that Management to
consider requesting additional subsidy from the DBM to settle the
outstanding cost of audit services, particularly if the Network’s
available funds are insufficient or merely adequate to support its
operations.

The FD commented that it had reviewed the account pertaining to the Cost
of Audit Services. The expenses recorded under this account were incurred
in accordance with approved audit engagements. However, based on its
SL, the Network did not receive any billing statements or statement of
accounts for the months of February 2020, August 2021, and December
2023.

While the FD acknowledged and will take into consideration the reiterated
recommendations, it emphasized that the Network continues to face
financial constraints, with resources remaining insufficient or only barely
adequate to sustain operations. Nevertheless, they will explore the
possibility of requesting additional subsidy from the DBM to cover the
outstanding cost of audit services.

As a rejoinder, the Audit Team acknowledges the commitment by the

Network to address the recommendations. However, full compliance will
be monitored during the CY 2026 audit.
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19.

Non-implementation of the approved Table of Organization resulted in the
inability of the Network to establish an Internal Audit Service, thus,
exposing the Network to risk of ineffective discharge of its responsibilities,
contrary to Office of the President (OP) Administrative Order No. 70 s. 2003
and OP Memorandum Circular No. 89 s. 2005.

19.1 This is a reiteration of prior years’ audit observation, with updates, as
Management has not yet fully implemented the audit recommendations.

19.2 OP Memorandum Circular No. 89 s. 2005 reiterating compliance with OP
Administrative Order (OP-AQO) No. 70 s. 2003 provides:

Administrative Order (AO) No. 70 dated April 14, 2003 was
issued to strengthen the internal control systems of
government offices, government-owned and/or controlled
corporations, including government financial institutions, state
universities and colleges and local government units by
creating Internal Audit Service (IAS) in their respective offices.

19.3  Further, Section 1 of the OP-AO No. 70 s. 2003 provides the following:

All heads of government offices, agencies, government-
owned and/or controlled corporations, including government
financial institutions, State Universities and Colleges (SUCs)
and local government units, shall organize an Internal Audit
Service (IAS) in their respective offices.

The IAS shall be an integral part of the office and shall assist
in the management and effective discharge of the
responsibilities of the office, without intruding into the authority
and mandate of the Commission on Audit (COA) granted
under the Constitution. It shall function in accordance with the
policies established by the provisions of Republic Act No.
3456 as amended by Republic Act No. 4177.

The IAS shall be provided with sufficient support from the top
management to gain the cooperation/confidence of the
auditee.

19.4 Furthermore, Section 4 of the same OP-AQO provides:

Agencies without IAS shall immediately organize one. The
head of the agency shall review the organizational structure
and personnel complement and convert existing vacant
position and/or parallel positions of incumbents in the agency
necessary for the creation/strengthening of the IAS.

19.5 Review of PTNI’s organizational structure revealed that the Network does

not have an Internal Audit Service (IAS) to assist in the management and
effective discharge of the responsibilities of the agency, among others.
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20.

19.6

19.7

19.8

19.9

19.10

19.11

19.12

Verification with the Management disclosed that the Network has yet to
create the IAS pending implementation of its approved TO which is still
under evaluation of the GCG, awaiting issuance of MO to implement the
reorganization.

The IAS plays a vital role in the organization’s operation, acting as a crucial
pillar of an organization's governance, risk management, and operational
practices. It helps ensure that the organization is operating effectively,
efficiently, and ethically, while also protecting its assets and complying with
relevant laws and regulations. The presence of an IAS may also help
address the recurring audit observations on the recording of financial
transactions, including but not limited to Property, Plant and Equipment,
Cash, Receivables.

The non-existence of the IAS constitutes non-compliance with OP-AO No.
70 s. 2003 and OP Memorandum Circular No. 89 s. 2005, thus, may
expose the Network to risk of ineffective discharge of its responsibilities.

We reiterated our recommendations that Management:
a. Facilitate immediate implementation of the approved TO; and

b. Subsequently, fast track the establishment of an IAS to ensure
compliance with the aforementioned regulations.

The Administrative Division commented that the implementation of the TO
remains pending due to the forthcoming issuance of a MO from the GCG.

PTNI acknowledged that an IAS has yet to be formally established.
However, it assured that the Internal Audit Office will be opened with the
position of Internal Auditor IV available for hiring during the second phase
of the reorganization implementation, which will take place after the
placement of all incumbent personnel.

As a rejoinder, the Audit Team acknowledges the actions taken and the
commitment by the Network to address the recommendations. However,
full compliance will be monitored during the CY 2026 audit.

Delay in the finalization of the approved policies and procedures governing
the development of a Business Continuity Plan, Disaster Recovery Plan,
Access, Physical, and Environmental controls exposes the Network to
various security risks, including data breaches, insider threats, regulatory
non-compliance, operational disruptions, and financial losses, among
others, contrary to the Guidelines for Internal Control Standards for the
Public Sector.

20.1

This is a reiteration of the prior year’s audit observation, with updates, as
Management has not yet fully implemented the recommendations.
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20.2

20.3

20.4

20.5

20.6

20.7

Guidelines for Internal Control Standards for Public Sector (ICSPS) defines
and highlights the importance of general controls in relation to application
controls as:

General controls are the structure, policies and procedures
that apply to all or a large segment of an entity’s information
systems - such as mainframe, minicomputer, network, and
end-user environments - and help ensure their proper
operation.

Xxx

The effectiveness of general controls is a significant factor in
determining the effectiveness of application controls. If general
controls are weak, they severely diminish the reliability of
controls associated with individual applications. Without
effective general controls, application controls may be
rendered ineffective by override, circumvention or
modification.

General Controls as part of the Information Technology Controls is one the
category of internal controls. It encompasses the policy management,
logical access, change management, and physical and environment
securities.

Access control is a fundamental security technique that regulates who or
what can view or use resources in a computing environment. It is designed
to minimize risk to the organization by ensuring that only authorized users
have access to specific data, applications, or physical spaces.

As of this date, the Network’s access control policies and procedures
remained under review. Audit examinations disclosed that, except for the
basic login interface requiring a username and password, the Network’s
system lacks several industry-standard security controls. Critical
deficiencies include the absence of an account lockout mechanisms after
a number of failed login attempts, lack of mandatory periodic password
rotations, and non-enforcement of password complexity. Additionally, the
current system fails to maintain an audit trail.

Weak access control mechanisms expose the Network to a number of
security risks, including data breaches, insider threats, regulatory non-
compliance, operational disruptions, and financial losses, among others.

Physical controls on the other hand consist of security measures
implemented to restrict unauthorized access to sensitive facilities, such as
the Technical Operation Center, Microwave, and Transmitter (TOC/M/Tr).
These controls include but not limited to the following:

e Access Deterrents: Fences, lighting, and "Restricted Area" signage;
e Physical Entry Barriers: Locked doors, biometric scanners, or
Identification badge readers;
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20.8

20.9

20.10

20.11

20.12

Surveillance: Closed-Circuit Television cameras and security guards;
e Inventory Management: Tagging equipment and maintaining a log of
all hardware moving in or out of the facility; and
o Security Policies: Requiring employees to wear Identification Cards
(IDs) at all times and enforcing a "visitor escort" policy or the like
procedures.

Environmental controls are the systems put in place to protect equipment
and people from hazardous environmental conditions or accidents such as
specialized air conditioning to maintain the specific temperature and
humidity levels required for servers and transmitters. These include the
presence of fire extinguishers (which must be regularly renewed and/or
maintained), smoke detectors, fire alarms, and automated sprinkler or gas-
based suppression systems, Uninterruptible Power Supplies and backup
generators to ensure the Network stays "on-air" during power outages.

An assessment of physical and environmental controls within the
TOC/M/Tr areas was conducted through site tours and personnel
interviews. Except for the fire extinguishers which were renewed last
February 2026, several critical deficiencies were noted as follows:

e Air conditioning is insufficient, necessitating the use of industrial fans
which do not provide the stable cooling needed for sensitive
electronics;

e Lack of evacuation plans, fire/smoke alarms, or emergency hotline
directories; and

¢ Non-enforcement of ID requirements and lack of restricted access
policy which allows unauthorized employees to enter the facility,
among others.

As a result, inadequate physical and environment controls expose the
Network to costly data breaches, disruption in business operations, and
reputational damage due to control failures.

Moreover, audit identified the continued use of unlicensed Microsoft Office
and Adobe software across the Network. Unauthorized software refers to
any computer program, applications, tools, extensions that have been
installed onto a devise without the necessary licenses or permission
required.

In this regard, Section 168 of RA No. 8293 dated June 6, 1997 reads as
follows:

Unfair Competition, Rights, Regulation and Remedies. -
168.1. A person who has identified in the mind of the public
the goods he manufactures or deals in, his business or
services from those of others, whether or not a registered
mark is employed, has a property right in the goodwill of the
said goods, business or services so identified, which will be
protected in the same manner as other property rights.
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20.13 Also, Section 170 of the same law provides the following:

Penalties. - Independent of the civil and administrative
sanctions imposed by law, a criminal penalty of imprisonment
from two (2) years to five (5) years and a fine ranging from
Fifty thousand pesos (P50,000) to Two hundred thousand
pesos (P200,000), shall be imposed on any person who is
found guilty of committing any of the acts mentioned in Section
1565, Section 168 and Subsection 169.1. (Arts. 188 and 189,
Revised Penal Code)

20.14 Interview with the Head of Information Technology Division commented
that the Network is currently in the process of procuring the necessary

licensed software, pending availability of budget.

20.15 With regard to a comprehensive Business Continuity Plan (BCP) and
Disaster Recovery Plan (DRP), interview with the Head of Corporate
Planning Division revealed that the policies and procedures are nearing
completion. The final version is expected by the end of April 2026, pending
the submission of evacuation procedures from the Administrative Division.
It bears stressing that a comprehensive BCP and DRP are vital for
organizational resilience and long-term sustainability. As the country’s
premier source for government news, PTNI has a long-standing history of
technological leadership, from pioneering digital satellite compression to
implementing computerized news operations. Given this deep reliance on
advanced technology and data, the DRP and BCP serve as indispensable

pillars of PTNI’s risk management strategy.

20.16 Based on the foregoing, the current lack of a complete and approved
framework for the above-mentioned lacking controls poses a substantial
threat to organizational resilience. This delay creates risks ranging from
increased operational costs to stakeholder dissatisfaction, directly
contradicting the standards set by the ICSPS regarding risk management

and crisis recovery.

20.17 We recommended that Management:

a. Fast-tack the development and approval of a Network-policy
relative to Access, Physical and Environment Controls including

a comprehensive BCP and DRP;

b. Subsequently, conduct training sessions and disseminate the
approved policies to all concerned PTNI employees to ensure

proper implementation;

c. Direct the Information Technology Division to refrain from using
unauthorized software, including trial or evaluation versions of

antivirus programs;



d. Procure licensed versions of all necessary software, including
paid/full versions of antivirus software, to support more secure,
efficient, and productive operations; and

e. Upon approval, ensure the dissemination and implementation of
the finalized BCP and DRP across the Network to promote
continuity of operations and minimize the risks associated with
the absence of such plans.

20.18 The Corporate Planning Division submitted a draft copy of the Public
Service Continuity Plan (PSCP)/DRP.

20.19 Also, the Administrative Division informed that they have already
implemented and continues to implement the following measures:

Strict Implementation of Identification Card Policy
Restriction of Access to Sensitive Facilities

Evaluation Plan and Disaster Preparedness Measures
Maintenance of Fire Safety Equipment

Installation of Fire Detection and Suppression Systems
Power Backup and Continuity Measures

Environmental Control Measures for Equipment Protection
Orientation and Training on the BCP

NN~

20.20 As arejoinder, the PSCP submitted last April 30, 2026 will be subjected to
further evaluation by the Audit Team. Meanwhile, the DRP remains
unsubmitted to date.

GENDER AND DEVELOPMENT

21.

The Network was able to comply with the requirements of Philippine
Commission on Women (PCW) - Department of Budget and Management -
National Economic and Development Authority Joint Memorandum Circular
No. 2022-01, particularly on the submission of the Gender and Development
(GAD) Plan and Budget (GPB) to the PCW for Calendar Year 2025 and
allocation in the GPB of at least five percent of its Corporate Operating
Budget to GAD-related Programs, Activities, and Projects (PAPs). However,
the Network was unable to develop its GAD database, and of the 13 identified
GAD-related PAPs, only 10 were fully implemented, two were partially
implemented, and one was not implemented during the year.

21.1 PCW-DBM -National Economic and Development Authority (NEDA)- Joint
Memorandum Circular (JMC) No. 2022-01 provides the revised guidelines
for the preparation of the annual GPB and GAD Accomplishment Report to
implement the Magna Carta of Women (MCW). Pertinent provisions of
which state that:

3.2 GAD planning and budgeting shall be conducted annually
as an integral part of all programming and budgeting exercises
of agencies. The cost of implementing the programs, activities
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and projects (PAPs) in the GPB shall be part of the agency
budget. The PAPs in the GPB shall also form part of the
annual Work and Financial Plan (WFP) of concerned offices
or units of the agency.

3.4 The GAD budget, which is the cost of implementing the
GAD plan, shall form part of, and is not in addition to the
agency’s approved annual budget. As provided under
the Magna Carta of Women, “the cost of implementing GAD
programs shall be the agency’s or the local government
unit’'s GAD budget which shall be at least five percent (6%) of
the agency’s... total budget appropriations.

21.2 Likewise, COA Circular No. 2025-001 dated January 28, 2025 provides the
following Responsibilities of the Audited Agency:

5.1 sign appropriate issuances to institutionalize the creation
of GAD Focal Point System (GFPS) and submit the same
fo the audit team concerned within five (5) days upon its
issuance;

5.2 use the GFPS Functionality Assessment Tool (FAT) in
periodically assessing the level of functionality of their
respective GFPS;

5.3 issue, if necessary, an office memorandum for the
preparation of the GAD Agenda;

5.4 conduct Gender Analysis to determine the gender issues
or gender mandates that the agency should address;

5.5 administer the enhanced Gender Mainstreaming
Evaluation Framework (GMEF) tool to periodically assess
the level of their gender mainstreaming efforts;

5.6 develop and maintain a GAD Database containing GAD
information to include gender statistics, and age and sex-
disaggregated data that have been systematically
produced/gathered, and reqularly updated to serve as
inputs or bases for planning, programming, and policy
formulation;

5.7 establish their own Responsibility Centers (RCs) and RC
Codes for GAD as outlined under COA Circular No. 2021-
008 dated September 6, 2021;
Xxx
21.3  During audit, it was noted that PTNI submitted its GPB for CY 2025 to PCW

for initial review last November 25, 2024. In turn, the PCW returned the
GPB and was immediately resubmitted by PTNI on March 24, 2025. The
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21.4

21.5

21.6

21.7

21.8

GPB of PTNI for CY 2025 was endorsed by the PCW and submitted to
COA on July 14, 2025 and August 13, 2025, respectively.

For CY 2025, the Network initially allocated P30.330 million for GAD-
related PAPs, which represents five percent of its proposed budget for the
National Expenditure Program for Fiscal Year (FY) 2025 amounting to
P606.600 million. The allocation was based on the proposed budget
instead of the approved Corporate Operating Budget (COB) amounting to
P821.142 million, as the COB was released only on June 9, 2025, after
PTNI had already submitted its GPB to the PCW.

PTNI has institutionalized the creation of the GAD Focal Point System
(GFPS). The GFPS Functionality Assessment Tool (FAT) administered in
November 2024 was utilized to evaluate the level of functionality of the
GFPS in preparation for the 2025 GPB planning. With a score of 55, the
PTNI GFPS is classified as “ESTABLISHED”, having met nearly all
indicators across the three assessment areas. This rating signifies that the
agency's GFPS complied with the indicators under the Structure and
Composition Criterion, which corresponds to the basic functionality level.

Also, results of the Gender Mainstreaming Evaluation Framework (GMEF)
Organizational Questionnaire administered in July 2025 revealed that the
PTNI-GFPS attained Level 2: Installation of Strategic Mechanisms,
corresponding to a score of 52.17 percent. At this level, the GFPS has
successfully identified and established the needs of both internal and
external clients, while also demonstrating a significant improvement in
budget utilization, as shown below:

Policy 6.66%
People 12.01%
Enabling Mechanism 16.01%
PAPs 17.49%
TOTAL 52.17%

The Network approved following the GAD PAPs: Gender-sensitivity
training, Gender-Fair Media Language Training, Programs addressing
gender-related issues, and development of gender-responsive policies.
The GFPS was able to monitor the progress and implementation of GAD
activities and able to maintain documentation such as attendance sheets,
activity reports, financial utilization reports, and photos and supporting
documents.

Review of the GAD Accomplishment Report for CY 2025 revealed that the
actual GAD expenditures amounted to P111.035 million which is P69.978
million above the revised GAD budget of P41.057 million (or five percent of
the approved COB in the amount of P821.412 million). However,
comparison between the endorsed GPB and the GAD Accomplishment
Report for FY 2025 revealed that out of the 13 identified GAD PAPs, only
10 were fully implemented, two were partially implemented, and one was
not implemented due lack of fund and unavailability of the Board of
Directors to participate in the executive briefing.
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21.9

21.10

21.11

21.12

Also, the PTNI GFPS-Technical Working Group initiated surveys in
September 2025, but their late third quarter completion prevented the
revision of activities for the remainder of the year. Following this, a GAD
survey report on Sex-Disaggregated Data (SDD) Analysis was submitted
to this Office on February 12, 2026. These findings served as the basis for
the FY 2025 GPB regarding organization-focused issues.

However, relative to the maintenance of a GAD Database, the GFPS does
not have an established GAD database. This is because the SDD only
achieved an 80 percent completion rate of employees as at September
2025. In line with the recommendation of the resource person during the
GPB for 2026, the GFPS plans to develop a GAD database in 2026 and
ensure its regular updating through close coordination with the Human
Resource Section.

With regard to documents showing establishment of Responsibility
Centers (RCs) and RC Codes for GAD, the FD has incorporated in its chart
of accounts a sub-account under Other Maintenance and Other Operating
Expenses with code number 5029990-C for GAD-related transactions.
This can be seen in forms such as Budget Utilization Request,
Disbursement Vouchers and Liquidation Report.

We recommended, and Management agreed, to direct the GFPS to:

a. Continue complying with the requirements of the PCW-DBM-
NEDA JMC No. 2022-01 relative to the submission of GPB and
the allocation of at least five percent of its COB to GAD-related
PAPs;

b. Facilitate the immediate development and maintenance of a GAD
Database containing GAD information to include gender
statistics, age, and SDD; and

c. Endeavor to fully implement all the identified PAPs in the GPB
to intensify gender mainstreaming initiatives.

COMPLIANCE WITH TAX LAWS

22. As at December 31, 2025, the audit identified PTNI’s non-compliance with tax laws
as discussed in Audit Observation No. 12, Part Il of this Report.

COMPLIANCE WITH GOVERNMENT SERVICE INSURANCE SYSTEM, PHILIPPINE
HEALTH INSURANCE CORPORATION AND HOME DEVELOPMENT MUTUAL FUND

LAWS

23. As at December 31, 2025 there remained unremitted amounts representing
unreconciled beginning balances carried forward from prior years, in the amounts of
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P5.840 million for GSIS, P(104,937) for Pag-IBIG, and P7.038 million for PhilHealth.
Detailed discussions are provided in Observation No. 13, Part |l of this Report.

COMPLIANCE WITH PROPERTY INSURANCE LAW

24. Verification of documents pertaining to the PTNI’s insurable properties showed that
the buildings, equipment and motor vehicles were insured with the GSIS per Policy
No. FI-NM-GSISHO-0047889 for the period covered January 1 to December 31,

2025.

SUMMARY OF AUDIT DISALLOWANCES, CHARGES AND SUSPENSIONS

25. Based on the Statement of Audit Suspensions, Disallowances and Charges issued
as at December 31, 2025, the unsettled audit disallowances amounted to P135.559
million, of which P4.773 million were already covered by Notice of Finality of
Decision (NFD) or COA Order of Execution (COE), P130.631 million are on appeal,
P30,000 for salary deduction and P124,921.46 were uncollected disallowances from
deceased employees. Details of the unsettled Notice of Disallowances (NDs) are

shown in Table 39.

Table 39 — Unsettled NDs as at December 31, 2025

ND/NS No. Particulars Amount Remarks/Status
ND No. 2021-01 (18) Payment for the Supply, Delivery, P14,980,000.00 Under Appeal
Installation, Integration, Testing, Training
and Commissioning of an Enterprise
Resources Planning which was not put to
use in actual operation
ND No. 2019-05 (17) Payment of spot placement in airing 60,009,560.00 Under Appeal
Department of Tourism (DOT) Ads to
program Kilos Pronto - Notice of Suspension
(NS) matured into ND
ND No. 2019-06 (17) Payment of spot placement in airing DOT 15,789,133.70  Under Appeal
Ads to program Kilos Pronto — NS matured
into ND
ND No. 2019-04 (17) Payment of non-existent parking lot 1,300,172.82  With COE (Being
extension Implemented)
ND No. 2019-02 (18) Payment of Economic Relief Allowance to 7,906,500.00 Under Appeal
the PTNI officials and employees
ND No. 2019-01 (17) Payment of SEA games bonus & Economic 10,456,300.00  Under Appeal
Relief Allowance — NS matured into ND
ND No. 2010-002-713-714 Representation and Transportation 120,000.00 Deceased employee
(2009) Allowance (RATA) — Employee A
ND No. 2010-003-713-714 RATA - Employee B 120,000.00  Under Appeal
(2009)
ND No. 2010-004-713-714 RATA - Employee C 120,000.00  Under Appeal
(2009)
ND No. 2010-005-713-714 RATA - Employee D 120,000.00  Under Appeal
(2009)
ND No. 2010-006-713-714 RATA — Employee E 120,000.00  Under Appeal

(2009)
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ND/NS No. Particulars Amount Remarks/Status

ND No. 2010-007-713-714 RATA - Employee F 120,000.00  Under Appeal

(2009)

ND No. 2010-011-720 (2009)  Payment of Honoraria not in accordance 4,421.46 Deceased employee
with DBM Circular

ND No. 2011-001 (10) Liquidation of travel expenses — NS matured 500.00 Deceased employee
into ND

ND No. 2018-01 (17) Payment of Bids and Awards Committee 30,000.00  Awaiting for the
honoraria to COS employees Submission of Official

Receipt from the FD

ND No. 2012-07-001 (2005)  Deficiencies in the liquidation of expenditure 3,473,133.20 With NFD
under Barter Liquidation Voucher Nos. 365,
366, 367, 369, 370, 371, 372, 373 and 375

ND No. 2022-01 (19-21) Payment of Rice Subsidy and Educational 13,591,666.68 Under Appeal
Assistance for CYs 2019 to 2021

ND No. 2023-02 (18) Procurement of two (2) units of 8-seater 3,422,803.50 Under Appeal
passenger van and one (1) unit of 7-seater
Sports Utility Van without the approval from
the OP

ND No. 2026-001 (23) Payments of CNA Incentives of regular and 3,875,000.00 Under Appeal

contractual employees for CY 2020

Total NDs

P135,559,191.36
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