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RESOLUTION
URGING THE APPROPRIATE HOUSE COMMITTEE TO CONDUCT AN

INQUIRY, IN AID OF LEGISLATION, OF THE UNNECESSARY AND
COST-INEFFICIENT PRACTICES OF THE LAND TRANSPORTATION OFFICE

WITH REGARD TO ITS DUAL CONCESSIONAIRES AND IT SYSTEMS
PROJECTS

WHEREAS, Section 24, Article II of the 1987 Constitution states that “The State
recognizes the vital role of communication and information in nation-building”;

WHEREAS, Section 20, Article II of the aforesaid Constitution also states that “The
State recognizes the indispensable role of the private sector, encourages private enterprise,
and provides incentives to needed investments.”;

WHEREAS, the Land Transportation Office (LTO) had attempted to digitalize its
systems numerous times through various private entities. From 1998-2016, the LTO’s IT
systems were under the management of Stradcom Corporation;

WHEREAS, the LTO-IT BOO project, a Build-Own-Operate BOO concession for an
initial term of up to ten years to computerize and interconnect the then 247 offices of the
LTO, was awarded to Stradcom Corporation. This project aimed to enhance public service by
ensuring faster transaction processing for driver's licensing and motor vehicle registrations,
improved revenue collection, reduction of criminal activities such as car-napping and
falsification of official documents, development of a database on the land transport industry
and its users, and provision of real-time flow of information among the different LTO offices;

WHEREAS, despite years under this concession with Stradcom, the digitalization
was slow and expensive. Hence, in 2016 the LTO decided to shift its focus and seek
alternative management of its systems. As a result, Stradcom entered into a phase-out
agreement in 2016 with the LTO, granting LTO full and complete ownership of all collective
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and individual databases and turning said databases over to the LTO and any successor
concession awardee;

WHEREAS, on 28 May 2018 the Department of Transportation perfected the DOTr
-LTO Information Technology Infrastructure Project (IT Project) composed of two
Components, namely: Component A on the Land Transportation Management System
(LTMS), a web-based core system that would replace the old IT system and operationalizing
through an exclusive on-premise private cloud, network operations center, technical support,
and helpdesk centers, and Component B composed of various and distinct projects referring
to the procurement of hardware, software, and services relative to the automation of Land
Transportation Office’s (LTO) internal and external functions;

WHEREAS, Component A was awarded to the Joint Venture of Dermalog
Identification Systems, Holy Family Printing Corp., Microgenesis Solutions, Inc., and
Verizontal Builders, Inc. with a total contract cost of Three Billion One Hundred Ninety
Million Twenty Thousand Ninety-Four Pesos and Eight Centavos (PhP 3,190,020,094.08);

WHEREAS, under Component A, the Dermalog Joint Venture was expected to
deliver customized and integrated core applications that would allow seamless processing and
exchange of data, single registration of LTO clients and other stakeholders, single
submission, simplified processing, quick decision-making of transactions. It was further
expected to allow LTO Enforcers to access the Law Enforcement and Traffic Adjudication
database anytime and anywhere using a mobile device with internet connectivity;

WHEREAS, close to three years after the contract’s perfection, the Quality
Assurance Testing of the LTMS version 2.1.1 showed that as of 05 March 2021, numerous
defects were discovered. These defects were evident and yet the Portal, DLS, and RCS were
already accepted by the government, resulting in a situation significantly disadvantageous to
the government that is in possession of a system that is not functioning and operating as
contracted, yet the payments have already been made;

WHEREAS, the Commission on Audit (COA) on 15 March 2021, issued
LTO-SHO-AOM No. F101-2021-11 detailing its audit findings regarding the contract,
including unmeritorious extensions granted by the LTO, among others;

WHEREAS, the COA has also found the implementation of the LTMS to non-pilot
sites where transactions are not being processed, or if processed are delayed, causing burden
to the LTO clients which could have been limited to the pilot sites, specifically due to the fact
the core applications and the existing systems are unconnected and not in sync. Hence,
transactions processed in the old system is not reflected in the LTMS, and vice versa;

WHEREAS, through Resolution No. 2021-A-001 dated 16 February 2021, the LTO
Steering Committee initiated data synchronization, which COA notes had not even begun as
of the date of writing of their 15 March 2021 Report;

WHEREAS, the Project Management Team for the IT Project had been created and
constituted by virtue of Office Order No. 2018-275 dated 01 August 2018, as supplemented
by Memoranda dates 01 September 2020 and 04 January 2021. However, the COA indicated



that the Project Management Team was significantly composed of consultants. In fact, upon
the resignation of the Project Director in 2020, “no organic personnel were formally assigned
to directly oversee the project implementation.”;

WHEREAS, despite these and other numerous issues and anomalies in the
implementation of Component A, the LTO disclosed on 08 March 2021 that it plans to
roll-out the LTMS to additional non-pilot sites composed of 20 additional offices and 13 new
Driver’s License Renewal Offices (DLROs) nationwide. The COA noted that it commends
the LTO management in its aggressiveness in fast-tracking implementation of the IT Project,
it also “would like to remind Management to always do things the right way.”

WHEREAS, as of 2021, reports indicate that the Dermalog Joint Venture has
significantly underdelivered on its contract obligations. These include: 1. Only 234 LTO
Offices equipped with the LTMS, out of 405 LTO Offices, 2. Only 14% of Total Volume of
transactions are processed through the LTMS, 3. The incapability of migration and
conversion of the existing LTO-IT database sets results in a situation where the data is
manually copied, resulting in actual data encoding which is prone to human error, as well as
highly inefficient; 4. System inefficiencies evident in the fact that the LTMS in the LTO
Offices only captures a maximum of 70% driver license transaction volume and only 6%
motor vehicle transaction volume.

WHEREAS, it has been revealed that Stradcom has not completely turned over the
databases to the LTO, resulting in many of the difficulties faced by the Dermalog Joint
Venture in the implementation of the LTMS;

WHEREAS, other factors severely hindering the success of the LTMS include
resistance by specific LTO personnel in both the central office and in some regions (NCR
East, Region III, Region VII, Region XI, and Region XII) to implement and utilize the
project;

WHEREAS, the LTO has been maintaining both Dermalog’s LTMS and Stradcom’s
IT BOO Project, incurring unnecessary and illogical costs, amounting to as much as Two
Billion Pesos (PhP 2 Billion) each year;

WHEREAS, other projects meant to complement the LTMS and the overall
digitalization efforts of the LTO, including the provision and use of handheld devices for
apprehension in the field, implementation thereof was hindered due to a lack of support by
the LTO itself. As of today, 1,500 units are available yet unused;

WHEREAS, on the registrations of motor vehicles, the LTO is using the Philippine
Motor Vehicle Inspection Centers (PMVIC) which is severely cumbersome as the inputting of
information is either through Dermalog’s LTMS or Stradcom’s LTO IT BOO Project. As a
result, once a vehicle is registered, it is manually encoded into the LTMS due to the refusal of
Stradcom to provide the databases. Equally bewildering is the fact the LTO has been paying



Stradcom Two Billion Pesos (PhP 2 Billion) each year as “interconnectivity fee”;

WHEREAS, the PMVIC is receiving data from both Dermalog’s LTMS and
Stradcom’s Motor Vehicle Viewer (MV Viewer), further adding complexity and confusion to
the LTO staff and to the public at large;

WHEREAS, the LTO has privatized the emission testing portion of the motor vehicle
registration process to various Private Emission Testing Centers (PETC) with varying
implications and fees. For one PETC that was surveyed, the cost of an emission test is PhP
450 pesos for both Motorcycles and Light Vehicles, while the PMVIC is more expensive by
PhP 110 for Motorcycles and PhP 222 for Light Vehicles, respectively. It raises the odd
question as to why some of these private companies are 24% to 49% more expensive than the
other private entities offering essentially the same services;

WHEREAS, despite his appointment as chief of the LTO being in its infancy, Atty.
Teofilo E. Guadiz III has publicly declared a willingness to revert back to its former IT
supplier (Stradcom) and its manual and pay-per-use systems. In one statement he stated that
Stradcom was “welcome to bid for their previous contract, should things go south between
the LTO and its current IT provider”.;

WHEREAS, in a letter dated 1 August 2022, Atty. Guadiz III stated that “the use
only of the LTMS has resulted in massive backlogs and public complaints…hence the LTO is
constrained to permit the simultaneous use of both systems available to it, namely the
LTMS as well as the LTO IT BOO Project’s systems, at the choice of the transacting
public”. (emphasis ours)

WHEREAS, while arguably Dermalog’s systems are by no means perfect, it is both
bewildering and unfair to lambast their systems considering that majority of the underlying
reasons are fully within the powers of the LTO to fix – enforce the contractual obligations of
Stradcom to turn over the databases, and ensure compliance by the LTO officials and staff;

WHEREAS, on 2 August 2022, Atty. Guadiz III issued Memorandum Circular No.
2022-2341 instructing the LTO and its partner driving schools to begin digital transmission of
Theoretical Driving Course and Practical Driving Course Certificates to the LTO Automated
Certification and Education for Student Drivers (LTO ACES) Facility, to be integrated with
the LTO IT BOO Project of Stradcom;

WHEREAS, the various circumstances regarding both systems and their concession
awardees have put unnecessary and ridiculous strain on the Philippine economy, costing
approximately Eight Billion Pesos a year, and enhancing inefficiencies with both systems, all
to the detriment of the Filipino people;

NOW THEREFORE, BE IT RESOLVED, AS IT IS HEREBY RESOLVED, BY
THE HOUSE OF REPRESENTATIVES, URGING THE APPROPRIATE HOUSE



COMMITTEE TO CONDUCT AN INQUIRY, IN AID OF LEGISLATION, OF THE
UNNECESSARY AND COST-INEFFICIENT PRACTICES OF THE LAND
TRANSPORTATION OFFICE WITH REGARD TO ITS DUAL CONCESSIONAIRES
AND IT SYSTEMS PROJECTS

Adopted,

BERNADETTE “BH” HERRERA


