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We are pleased to transmit the Management Letter (ML) on the audit of TESDA
Isabela School of Arts and Trades (ISAT), City of Ilagan, Isabela, for the year-ended
December 31, 2023, in compliance with Section 43 of Presidential Decree No. 1445,
otherwise known as the Government Auditing Code of the Philippines. The report
was prepared by the Audit Team headed by Auditor John Mark B. Raguindin, OIC-
Audit Team Leader.

Dear Sir:

We would appreciate being informed of the actions taken by management on the audit
recommendations within 60 days from receipt of this ML, pursuant to Section 99 of
the General Provisions of R.A. No. 11936, otherwise known as the General
Appropriations Act for FY 2023, by submitting the duly accomplished Agency Action
Plan and Status of Implementation (AAPSI), attached, required under COA
Memorandum No. 2014-002 dated March 18, 2014.

We express our appreciation for the valuable support and cooperation extended to the
Audit Team by the officials and staff of that agency.

Very truly yours,

/ -
s
i’i

ADELINE P. BAARDE
Regional Supervising Auditor

Copy furnished:
Hector L. Cortes
OIC-Director IV, COA RO2
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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, 2023, 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, 2023, 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,
2023 and 2022, 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).
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Basis for Qualified Opinion

As discussed in Part II — Observations and Recommendations of this report, the
following are the basis for the qualified opinion:

e Understated Accounts Receivables by £3,550,265.00 due to non-recording of
receivables from Training and Assessment Fees;

e Overstated Inventory accounts by 869,753.23 due to unrecorded receipts and
distribution of toolkits;

e Understated Property Plant Equipment- net by 565,940.50 due to improper
recording of PPE as expense and inventory; and

e Overstated Accounts Payable by P104,560.61 due to recorded payables without
valid claims.

Due to the significant impact of such misstatements on the reported balances of the
affected accounts, Management’s assertions as to completeness, accuracy, existence,
rights and obligations, presentation and understandability of the said accounts could not
be relied upon.

We conducted our audits in accordance with 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 the Agency in accordance with the Revised Code of
Conduct and FEthical 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 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 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 ISSAIs, 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 provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the agency’s internal control.

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

e 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.

e Obtain sufficient 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,

ATTY. JOHN MARK B. RAGUINDIN
Audit Team [Leader
R2-14B NGAS-5 Education and Employment
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Dear Mr. Madarang:

Management Letter on the Audit of the
Technical Education and Skills Development Authori
Isabela School of Arts and Trades (ISAT)
For the period January 1, 2023 to December 31, 2023

(TESDA)

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.1445), we audited
the accounts and operations of TESDA — Isabela School of Arts and Trades (ISAT),
City of Ilagan, Isabela, for the year-ended December 31, 2023. The audit was conducted
in accordance with the International Standards of Supreme Audit Institutions (ISSAIs).
Those standards require that we comply with ethical requirements and plan and perform
the audit to obtain a reasonable assurance about whether the financial statements are
free from material misstatements.

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) evaluate the extent of
compliance with laws, rules and regulations as well as propriety and validity of
transactions; (c) recommend measures to improve the efficiency and effectiveness of
agency’s operations; and (d) determine the extent of implementation of prior years’
audit recommendations.

3 The 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, 2024. Their comments
were incorporated in this Management Letter, where appropriate. The significant audit
observations and recommendations shall be incorporated in the Regional Consolidated
Management Letter (RCML) of the TESDA Regional Office (RO) No. II for CY 2023.
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A. Introduction

4. The TESDA was established through the enactment of Republic Act No. 7796
otherwise known as the “Technical Education and Skills Development Act of 19947,
which was signed into law by President Fidel V. Ramos on August 25, 1994. This Act
aims to encourage the full participation of and mobilize the industry, labor, local
government units and technical-vocational institutions in the skills development of the
country’s human resources.

2 The merging of the National Manpower and Youth Council (NMYC) of the
Department of Labor and Employment (DOLE). The Bureau of Technical and
Vocational Education (BTVE) of the Department of Education, Culture and Sports
(DECS), and The Apprenticeship Program of the Bureau of Local Employment (BLE)
of the DOLE gave birth to TESDA.

6. The fusion of the above offices was one of the key recommendations of the 1991
Report of the Congressional Commission on Education, which undertook a national
review of the state of Philippine education and manpower development. It was meant
to reduce overlapping in skills development activities initiated by various public and
private sector agencies, and to provide national directions for the country’s technical-
vocational education and training (TVET) system. Hence, a major thrust of TESDA is
the formulation of a comprehensive development plan for middle-level manpower
based on the National Technical Education and Skills Development Plan. This plan
shall provide for a reformed industry-based training program that includes
apprenticeship, dual training system and other similar schemes.

7. Joint DECS-TESDA Memo Circular No. 1 was issued in consonance with the
Special Provision No. 19 of the 1997 General Appropriation Act (GAA) effecting the
transfer of ISAT’s administration to TESDA. Subsequently, TESDA allocated some of
its buildings for the secondary programs to be administered by the Department of
Education (DepEd ISAT). The school vigilantly piloted principles and procedures of
Competency-Based Training Delivery.

8. The school’s website (www.tesdaisat.net) was launched on November 28, 2008.
During 2014, significant gains were made in the institution’s infrastructure and
physical plant improvement, among the noticeable 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 school ground and construction of retaining wall fronting the
administration office, continuation of gate construction and perimeter front and rear

fences.
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