


































































































































































































































SUBJECT: 
COA ANNUAL AUDIT REPORT 

CY 2021
(QUALIFIED OPINION)



STATUS:  Qualified Opinion 
for  CY 2021 Annual Audit Report

No. of COA Observations Recommendations
(For 6 AOMs Issued)

First Three (3) 4
Three (3) other Significant 
Observations

8

TOTAL 12



STATUS:  COA Recommendations 
for  CY 2021 ARR As of June 30, 2022

Status Recommendations
(For 14 AOMs Issued)

Fully Implemented 26

Partially Implemented 
Not Implemented

14
0

TOTAL 40



Status of Implementation of COA 
Recommendations
As of June 30, 2022

COA AAR
Calendar Year

Fully Implemented Partially 
Implemented

Not Implemented Total COA 
Recommendations

CY 2021(14 AOMs) 26 14 0 40

CY 2020(14 AOMs) 15 16 0 31

CY 2019(15 AOMs) 43 1 0 44

CY 2018(3 AOMs) 12 0 0 12

CY 2017(6 AOMs) 12 1 0 13

Total   (52 AOMs) 108(77%) 32(23%) 140



For Management Action:

• Update the status of compliance;
• Submit to COA the management’s Action Plan and Status of

Implementation of COA recommendations within 60 days
from the date of receipt(June 30, 2022) in compliance with
COA letter dated June 29, 2022;
• Report to Board Finance Committee; and
• Continue monitoring the implementation of management’s

Action Plan on COA recommendations.



FOR INFORMATION
OF THE BOARD



Thank you!



Qualified Opinion due to the following:
1. Intra-agency Payable with balance of P1.283B and Intra-agency Receivable
with balance of P399.520million as of December 31, 2021remain unadjusted,
hence said accounts are overstated, and other related accounts were
misstated, due to improper recognition of transactions pertaining to
reciprocal accounts contrary to paragraphs 3.10 & 3.12 of the Conceptual
Framework for General Purpose Financial Accounting.
COA Recommendation on Intra-agency Payable & Intra-agency Receivable:
a) Accounting Division to take up the adjustments for the remaining balances
of Due to Line 1 NEP and Due from L1 South Extension Project under Intra-
agency Payable and Intra-agency Receivable accounts amounting to P1.283B
and P399.20M, respectively, duly supported by documents.



Qualified Opinion due to the following:

2. Faithful representation of Property, Plant and Equipment (PPE)
accounts with a carrying value of P43.952 billion as at December 31,
2021 was not established due to the following error and deficiencies,
contrary to par. 27 of IPSAS 1-Presentation of Financial Statements (a)
non recognition of Impairment Lon non operational and heavily
defective Trainsets and Transportation Equipment-Trains account with
carrying amount of P1.725 billion pursuant to the provision of IPSAS
26-Impairment of Cash Generating Assets; (b) lack of reconciliation
between the results of physical inventory and the PPE Ledger Cards
(PPELCs) maintained by the Accounting Division contrary to the
provision of COA Cir. No. 2020-006.



Qualified Opinion due to the following:

COA Recommendation on Property, Plant and Equipment:
a) Accounting Division to recognize impairment loss on the non-
operational, heavily defective and obsolete PPE items and expedite
disposal to avoid further deterioration and decline in value thereof; and

b) Asset Management and Accounting Divisions to reconcile the
variance between Physical Inventory Report (PIR) and the PPE Ledger
Card (PPELC) and strictly comply with the provisions of COA Cir. No.
2020-006 to properly address the unaccounted PPE items.



Qualified Opinion due to the following:

3. Unreconciled variance amounting to P31.513 million between the 
balancer of Due from National Government Agencies-(PS-DBM) 
account presented under Receivables as of December 31, 2021and the 
result of confirmations with PS-DBM, contrary to Sec. 7.1 & 7.2 of CO 
Cir. 2016-05 dated December 19, 2016.
COA Recommendation on Due from National Government Agencies:
a)  Accounting Division to coordinate with the Accounting Division of 
PS-DBM to reconcile the variance amounting to P31.513 million, and 
accordingly, take up the required adjustment.    



Other Significant Observations & Recommendations

1. Payments to the Maintenance Contractor for the non-operational equipment
line items amounting to P28.693 million for the periods Jan. to Nov. 2021 is not
in accordance with Art. 8.0.4 of the TOR of the Contract for the maintenance of
Manila LRT 2 System. Moreover, minimum train availability of 10 train sets was
not provided by the Maintenance Contractor for months of Jan.-Nov. 2021,
and the applicable penalties were not imposed and deducted in the
contractor’s monthly payment, contrary to Art. 8.1.3 and Art. 9 of the contract,
respectively.

COA recommendations:
a) Provide legal basis for the payments of non-operational equipment line items
of P28.693 million for the periods Jan.-Nov. 2021, otherwise deduct to the claims or
refund from the Maintenance Contractor.



Other Significant  Observations & Recommendations

b) Require the Maintenance Contractor to explain the non compliance
/non achievement of the minimum train availability of 10 train sets;
and

c) Requires the Lines 1 & 2 Engineering Dept. to provide
explanation/justification on the non-imposition of penalties on the
Contractor’s Monthly Payments as required in Art. 9 of the TOR of the
Contract despite the aforementioned deficiencies.



Other Significant Observations & Recommendations

2. Interest earned from the project funds of Rehabilitation and
Restoration Projects and Extension Projects invested in High Yield
Savings Accounts (HYSA) amounting to P45.485 million and P185.849
million, respectively, for CYs 2020 and 2021 were transferred to various
corporate and OPEX Payroll accounts of LRTA instead of to the fund to
which the account was opened or maintained contrary to Sec. 65 (1) of
PD No. 1445, Sec. 5.3.2 of DOF Cir. No. 01-2017 dated May 11, 2017
and Art. III of the MOA for the Extension Projects.



Other Significant Observations & Recommendations

COA Recommendations:
a) Remit to the BTr the interest earned from the HYSA of

Rehabilitation and Restoration Projects amounting to
P45.485million;

b) Revert the interest earned amounting to P185.849 million for
Extension Projects accounts transferred to various corporate and
Payroll accounts in compliance with Sec. 65(1) of PD 1445, Sec.
5.3.2 of DOF Cir. No. 01-2017 dated May 11, 2017 and MOA for
Extension Projects;

c) Refrain from transferring interest earned from one bank to another
bank account.



Other Significant Observations & Recommendations
3. Fifty nine  or 13 out of 22 Line 2 Rehabilitation Projects with an aggregate 
contract cost of P984.563 million were already delayed from their target 
completion ranging from 77 to 1,065 days as at December 31, 2021, thus, 
depriving general public of the intended benefits yhat may be derived 
therefrom.
COA Recommendations:
a) Require Planning Dept. and Line 2 PMO-Rehabilitation Projects end user 

to impose liquidated damages to contractors who have failed to 
satisfactorily complete the project within target date of completion; and

b) b) Consider blacklisting the contractors involved, and initiate immediate 
takeover  process of terminated projects, if necessary. 
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