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Report on the Audit of the Financial Statements 
 

Adverse Opinion 
 

We have audited the financial statements of Civil Aviation Authority of the Philippines 
(CAAP), which comprise the statements of financial position as at December 31, 2022 and 

2021, and the statements of comprehensive income, statements of changes in equity and 
statements of cash flows for the years then ended, and notes to financial statements, 
including a summary of significant accounting policies. 
 

In our opinion, because of the significance of the matter discussed in the Bases for 
Adverse Opinion paragraph of our report, the accompanying financial statements do not 
present fairly the financial position of CAAP as at December 31, 2022 and 2021, and its 
financial performance and its cash flows for the years then ended in accordance with 
Philippine Financial Reporting Standards (PFRS). 
 

Bases for Adverse Opinion  
 

As at December 31, 2022, the qualitative characteristics of verifiability and faithful 
representation of the following accounts were not met/could not be ascertained, which is 
not in accordance with Philippine Accounting Standards (PAS) 1 on Presentation of 
Financial Statements and the Conceptual Framework for Financial Reporting: 
 

1. Property and Equipment (PE) account with a net book value amounting to P55.498 
billion  due to: a) the non-reconciliation of the variance amounting to P6.670 billion and 
P127.300 million between the balance per General Ledger (GL) vis-à-vis the balances 
per inventory report/property records and the Subsidiary Ledgers (SLs), respectively; 
and b) the non-recognition of Service Concession Assets relative to the Caticlan 
Airport Development Project amounting to P3.516 billion, together with the non-
recognition of relevant Deferred Service Concession Revenue, Service Concession 
Revenue, Depreciation Expenses and Accumulated Depreciation at an undetermined 
amount. (Part II of this Report, pages 68 to 76, par. 1 to 1.53) 
 

2. Accounts Receivable (AR) and Operating Lease Receivable accounts totaling P6.089 
billion due to: a) the non-reconciliation of the variance of P349.869 million between the 
balances of the GL and SLs; b) the non-recognition of receivables arising out of 
erroneous billings and collections of foreign-denominated Air Navigational Charges 
resulted in the understatement of the account and the Gain on Foreign Exchange 
account by P41.383 million; c) the over-valuation of the account because of the non-
revaluation of foreign-denominated receivables at the time of payment and at year-
end as required under Philippine Accounting Standards (PAS) 21 on The Effects of 



 

 
 

Changes in Foreign Exchange Rates amounting to P21.919 million and P16.757 
million, respectively, which resulted in the overstatement of the Retained Earnings 
account by P21.919 million and the understatement of the Loss on Foreign Exchange 
account by P16.757 million, respectively; d) existence of negative/abnormal balances 
amounting to 10 million; and e) inadequate allowance for expected credit loss despite 
the existence of long-outstanding receivable balances. (Part II of this Report, pages 
81 to 93, par. 2, 2.14 to 2.25, 2.35 to 2.48, 3 to 5.5) 
 

3. Inventory account amounting to P153.643 million due to the non-reconciliation of the 
variance amounting to P102.392 million between the balance per General Ledger (GL) 
vis-à-vis the balance per inventory report/property records and the continuous non-
recording of fuel consumption since CY 2017 and impairment loss for obsolete 
accountable forms which resulted in the overstatement of the Fuel, Oil, and Lubricant 
Inventory and the Accountable Forms, Plates, and Stickers Inventory accounts. (Part 
II of this Report, pages 93 to 99, par. 6 to 6.26, 6.33 to 6.36) 
 

We conducted our audits in accordance with the International Standards of Supreme Audit 
Institutions (ISSAIs). Our responsibilities under those standards are further described in 
the Auditor’s Responsibilities for the Audit of the Financial Statements section of our 
report. We are independent of CAAP in accordance with the Code of Ethics for 
Government Auditors (Code of Ethics) together with the ethical requirements that are 
relevant to our audit of the financial statements in the Philippines, and we have fulfilled 
our other ethical responsibilities in accordance with these requirements and the Code of 
Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate 
to provide a basis for our adverse opinion.  
 

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

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

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

Those charged with governance are responsible for overseeing CAAP’s financial reporting 
process.  
 

Auditor’s Responsibilities for the Audit of the Financial Statements  
 

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




