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Dear Madam:

We are pleased to transmit the Management Letter on the audit of Technical Education and
Skills Development Authority (TESDA) Isabela School of Arts and Trades (ISAT) for the
period January 1 to December 31, 2022, in compliance with Section 2, Article IX-D of the

Philippine Constitution and Section 43 of P. D. 1145, otherwise known as the “Government
Auditing Code of the Philippines”.

The attached report consists of the Detailed Observations and Recommendations which
were earlier communicated through Audit Observation Memoranda (AOMs) with
concerned TESDA-ISAT officials and employees, the Status of Implementation of Prior
Years’ Audit Recommendations and the Audited Financial Statements.

Qualified Opinion

We have audited the financial statements of the TESDA ISAT, City of Ilagan, Isabela,
which comprise of the Statement of Financial Position as at December 31, 2022, and the
Statement of Financial Performance, Statement of Changes in Net Assets/Equity,
Statement of Comparison of Budget and Actual Amounts, Statement of Cash Flows for the
year then ended, and Notes to the Financial Statements, including the summary of
significant accounting policies.

In our opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of our report, the accompanying financial statements present fairly, in all
material respects, the financial position of the TESDA ISAT as at December 31, 2022 and
2021, and its financial performance, cash flows, changes in net assets/equity, and
comparison of budget and actual amounts for the year then ended in accordance with the
International Public Sector Accounting Standards (IPSASs).



Basis for Qualified Opinion

As discussed in Part 11 - Observations and Recommendations of this report, there were

ccounting errors which affected the fair presentation of the financial statements of the
FESDA ISAT such as:

a) Unadjusted receivables from Training and Asscssment Fees ~ P'1,684,170.70;

b) Unrecorded disallowance that become final and executory — P733,300.60; and

¢) Unrecorded receipt and distribution of starter toolkits — P1,870,201.40 and
6,684,771 .49, respectively.

We Lconducted our audits in accordance with International Standards of Supreme Audit
Institutions (ISSAls). 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 the Agency inaccordance with the Revised Code of Conduct
and Ethical Standards for Commission on Audit Official and Employees (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 cthical responsibilitics 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 opinion.

Responsibilities of Management for the Financial Statements

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

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.

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

e Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to p{ovnde a basis fgr
our opinion. The risk of not detecting a material misstatement resulting from fraud is



higher than for one resulting from error, as fraud m

: ; ay involve collusion, forgery,
Intentional omissions, misrepresentations, or the overri

de of internal control.

Obtain an understanding of internal contro] relevant to the audit in order to design audit

procedures that are appropriate in the circumstances, but not for the purpose of
€Xpressing an opinion on the effectiveness of the agency’s internal control.

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

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

Ob'fain Sl{ﬂicient appropriate audit evidence regarding the financial information of the
entity or its business activities to express an opinion on the financial statements. We

are responsible for the direction, supervision and performance of the audit. We remain
solely responsible for our audit opinion.

Very truly yours,

JOHN B. RAGUINDIN
Leader

R2-14B NGAS-5 Education and Employment
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Mr. EDWIN P. MADARANG
Vocational School Superintendent
Isabela School of Arts and Trades
City of Ilagan, Isabela

Dear Sir:

Management Letter on the Audit of the
Technical and Skills Development Authority (TESDA) —
Isabela School of Arts and Trades (ISAT)

For the period January 1, 2022 to December 31, 2022

1. Pursuant to Section 2, Article IX-D of the Constitution of the Philippines and
Section 43 of the Government Auditing Code of the Philippines (P.D. No. 1445), we have
audited the accounts and operations of TESDA-ISAT for the year-ended December 31,
2022. The audit was conducted in accordance with International Standards of Supreme
Audit Institutions (ISSAIs). Those standards require that we plan and perform the audit to
obtain reasonable basis for our conclusions.

2. The audit was conducted to: (a) verify the level of assurance that may be placed on
management’s assertions on the financial statements; (b) determine the extent of
compliance with applicable laws, rules and regulations; (¢) recommend agency
improvement opportunities; and (d) determine the extent of implementation of prior year’s

audit recommendations.

3. Deficiencies noted in the course of the audit were earlier communicated through
Audit Observation Memoranda (AOM) and discussed in an exit conference with concerned
agency officials and employees on March 7, 2023, Tht.:il' comments were incorp-omtcd in
this Management Letter, where appropriate. The SIgmﬁcun‘t audit observations and
recommendations shall be incorporated in the Regional Consolidated Management Letter
(RCML) of the TESDA, Regional Office No. Il for CY 2022,
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Scholarship Program. Then Acting School Head, Igmedio S. Casticon, was officially
appointed as the Vocational School Superintendent of ISAT.

10.

During 2014, Significant gains were made in the institution’s infrastructure and

physical plant improvement, among the noticcable accomplishment were the student
“kalapaw” services canteen, fabrication of whole basketball board/court, concreting and
widening of roads linking the gate and the Administrative office, leveling and compacting
of sc.:hool ground and construction of retaining wall fronting the administration office,
continuation of gate construction and perimeter front and rear fences.

Core Business

11.

Vision

12.

The institution is mandated to deliver the following functions namely;

® Skills Training - The institution utilizes the competency-based training
delivery mode in all its programs enhanced with simulation practice, multi-
media and supervised industry training.

® Research and Development - Survey results of researches conducted and
monitoring of graduates are of great help in determining the employment and
skills utilization rate of graduates.

e Extension/Outreach - This is an activity provided by the school to address
livelihood skills /training needs of recipient communities.

® Income Generating Enterprises - The training cum-production scheme is
maintained by all qualifications to augment meager MOOE of the institution

* Competency Assessment - As an accredited assessment center it caters to all
Job ready applicants/workers wishing to avail national competency assessment.

The institution is a producer of globally-competitive and disciplined workers

responsive and contributory to the development of the country.

Mission

13.

To provide excellent and world class technical-vocational education and training

with integration of high moral standards for a viable workforce receptive to global needs.

Goals and Objectives

14.

TESDA-ISAT aims to:

e To provide quality and relevant technical vocational education and training
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* To conduct research and development to enhance technology/instruction

To implement extension programs and servi

economic growth of the community

® Todevelop,
Management

135,

At present, the training institution
Supermtendent, 21 are in the Administrative

Instructional Services Department with 20 job orders.

operate and manage income generating projects

ces to uplift and support the

is headed by a Vocational School
Services Department and 38 are in the

Office/Division Permanent | Job-orders | Total
Administrative/Finance 21 11 32
| Academic 38 9 47
Total 59 20 79
Financial Highlights

16.  For CY 2022 the Agency received a total appropriation of B35,317,971.78. The
current year appropriation comprises of (a) regular appropriations of B32,426,449.78 (b)
automatic appropriation of £2,704,022.00; and (c) Special Purpose Fund (SPF) of
2187,500.00. During the year, the Agency received total allotments of B35,317,971.78
with obligations incurred of 835,254,684.28 leaving an unobligated allotment of

263,287.50 which was reverted. Details are as follows:
_— Obligations Unobligated Balance
S;ur:;sof Appropriations | Allotments Incurred Total | Reverted
" (In PhP)
Current Year
1. Regular 32,426,449.78 | 32,426,449.78 | 32,426,449.78 -
2. Automatic
Appropriations A o . 7
a. RLIP 2,704,022.00 | 2,704,022.00 2,640,734.50 | 63,287.50 | 63,287.50
3. SPF
a. MPBF 187,500.00 187,500.00 187,500.00 - -
b. PGF - . =
Total 35,317,971.78 | 35,317,971.78 | 35,254,684.28 | 63,287.50 63,287.50

17.  For Sariling Sikap Program (SSP) Fund, the TESDA-Isabela School of Arts and
Trades has a total collection/receipt as of December 31, 2022 amounting to B35,214,307.75
with payment of expenses incurred amounting to £29,370,097.62 leaving a balance of
R5,844,210.13, as follows:

Sources of SSP Fund:
School Fees — Regular Programs £255,000.00
School Fees — Scholarship 17,536,254.30
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Examination Fees- Regular Programs 3,512,313.18
Examination Fees- Scholarship 4,524,458.00
Seminar/Training Fees 367,201.90
Rent/Lease Income 55,000.00
Income from Hostels/Dormitories and 171,370.00
other Like facilities
Other Business Income 3,202,790.92
Others 5,589,919.45
| Total Collection/Receipts P35,214,307.75
Application of Funds
MOOE B26,739,737.62
Capital Qutlay 2,630,360.00
| Total Payments 29,370,097.62
Balances P 5,844,210.13

18. The financial position and financial performance for CY 2022, with comparative
figures for CY 2021, are summarized below and presented in detail in Annexes A.2 and

A3
Particular 2022 2021 Increase/ %
(Decrease)
Financial Condition
Assets 47,239,045.89 | 33,140,085.93 | 14.098.959.96 |  43%
Liabilities 4,369,047.61 | 3,352,42433 | 101662328 | 30%
Government Equity 42,869,998.28 | 29,787,661.60 | 13,082.336.68 | 44%
Financial Performance
Revenue 33,707,041.24 | 28916,63549 | 4,790405.75 | 17%
Current Operating Expenses 73,029,005.86 | 58,032,904.22 14,996,101.64 26%
Surplus/(Deficit) from Current | 35 55,1 964 62 | 29,116.268.73 -10,205,695.89 | 35%
Operations “
1;:;:;‘;*‘"‘“3] Assistance/ 51,734,895.43 | 29.983,539.16 | 21,75135627 | 7304
1
Surplus/(Deficit) for the period) | 12,412,930.81 867,270.43 | 11,545,660.38 1331%

19. The total Notice of Cash Allocation (NCA) received for Fund Cluster 01 amounted

to P35,026,019.61 (Annex C).

20. Operational Highlights

Key Performance Indicator (KPI) CY 2022 Accomplishment | Percentage of
Physical as of December Accomplish
Targets 31,2022 ment
MFO 1: TESD Policy Services
Number of research and studies 1 1 100%
conducted
MFO 2: Technical Education and Skills Development Regulatory Program
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Key Performance Indicator (KP1) [ Cy 2022 Accomplishment | Percentage of
Physical as of December Accomplish
| Targets | 31,2022 ment
Technical Education and Skills
Development Programs o
No. of TTI Enrollees 3,654 4,957 136%
No. of TTI graduates 3,289 4,933 150%
75% graduates from technical education 1,549 1,450 136%
and sKills development scholarship
rograms that are employed
Training for Work Scholarship Program(TWSP)
No. of TWSP subsidized enrollees - 309 :
No. of TWSP subsidized graduates - 240 -
Institution-based Training Program
No. of enrollees 1,725 2,952 171%
No. of graduates 1,553 2,890 186%
Community-based Training Program
No. of enrollees 865 2,005 232%
No. of graduates 779 2,043 262%
Trainers Development
No. of leaming facilitators trained TM - 120 -
Special Clients
Drug Dependent 25 80 320%
Rebel Returnees 25 4 16%
Dependents of Killed —in-action (KIA) 2 13 650%
Wounded in Action
Indigenous Peoples and Cultural 100 723 723%
Communities
Overseas Filipinos (OFs) 50 347 694%
B. Summary of Recommendations
21.  For the significant deficiencies observed during the audit, we recommended that

Management:

1. On the Accounting Errors and Omissions that Misstated the F inancial Statements

FSs):

a. Instruct the Accountant to prepare adjusting entry to correct the

overstated Accounts Receivable Account by P1,684,170.70;

b. Require the Scholarship and Assessment Focal Person to judiciously
prepare the billings made to TESDA PO to include only valid claims of
training and assessment fees;

¢. Direct the Accounting Section to timely reconcile the Accounts Receivable
from TESDA PO to ascertain the correctness and validity of their claims;
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Prepare adjusting entries to record the outstanding disallowance which
become final and exccutory amounting to P733,300.60;

Monitor the payments and the outstanding balance of the person’s liable
and ensure that their liability

is settled prior to resignation, retirement or
transfer;

Instruct the Accountant to prepare adjusting entries to record the receipt
and distribution of starter toolkits in CY 2022 amounting to P1,870,201.40
and P6,684,771.49, respectively. Henceforth, properly record the
succeeding receipt and distribution of the toolkits;

Require the Property Scction to promptly submit to the Accounting
Section copies of RIS on the receipt of toolkits and Acknowledgement
Receipts on the issuance thereof for proper recording; and

Restate the beginning balance of the Comparative FS on the affected
accounts relative to the change in accounting policy on the increase in the

capitalization threshold from P15,000.00 to P50,000.00 as provided in
COA Circular No. 2022-004.

On the accounting deficiencies in the Notes to FS

Disclose in the Notes to Financial Statements relevant information on the
breakdown/details of the accounts, the significant changes in the balances or
the unchanged balances, and the reasons thereof, if any, as prescribed under
existing rules and regulations, for the proper information and decision-
making of all users of the FS and to establish the reliability thereof;

On the laxity in the granting and utilization of cash advance resulting in the

accumulation of unliquidated cash advances — P191,972.50

C.

Stop the practice of granting additional cash advance unless the previous
cash advance has been liquidated pursuant to Section 4.1.2 of COA
Circular 97-002 dated February 10, 1997 to avoid accumulation of large
amounts of unliquidated cash advances;

Designate additional Special Disbursing Officer to act as an accountable
officer and be granted cash advances in case the current Accountable
Officer has unliquidated cash advances, if necessary;

Stop the practice of granting cash advances to the Disbursing Officer that
will eventually be transferred to another officials and employees of
TESDA-ISAT in compliance with COA Circular 97-002 dated February

10, 1997; and

Page 7 of 52













































































































































