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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, 2024. 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 with concerned agency
officials and employees in an exit conference held on March 14, 2025. 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 Calendar

Year (CY) 2024.
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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.

3. 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.

p 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. TESDA is mandated to:

Integrate, coordinate and monitor skills development programs;

Restructure efforts to promote and develop middle-level manpower;

Approve skills standards and tests;

Develop an accreditation system for institutions involved in middle-level

manpower development;

e. Fund programs and projects for technical education and skills development;
and

f. Assist trainers training programs.

e o
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Vision and Mission
Vision

9. “The transformational leader in the technical education and skills development
of the Filipino workforce.”

Mission

10. “TESDA sets direction, promulgates relevant standards, and implements
programs geared towards a quality-assured and inclusive technical education and
skills development and certification system.”

Goals and Objectives

11. The TESDA’s goals and objectives is:

e To provide quality and relevant technical vocational education and training

e To conduct research and development to enhance technology/instruction

e To implement extension programs and services to uplift and support the
economic growth of the community

e To develop, operate and manage income generating projects

Management

12. At present, the training institution is headed by Mr. Edwin P. Madarang,
Vocational School Superintendent, 22 are in the Administrative Services Department
and 44 are in the Instructional Services Department with 10 job orders.

Table 1. Manpower complement for CY 2024

Office/Division Permanent | Job-orders | Total
Administrative/Finance 22 6 28
Academic 44 4 48
Total 66 10 76

Financial Highlights

13. For CY 2024 the Agency received a total appropriation of P44,227,765.10. The
current year appropriation comprises of (a) regular appropriations of $37,328,855.79
(b) automatic appropriation of £3,203,956.40 and (c) Special Purpose Fund (SPF) of
£3,694,952.91 During the year, the agency received total allotments of $44,227,765.10
with obligations incurred of P43,725,673.66 leaving an unobligated allotment of
£502,091.44 which was reverted to the National Treasury, to wit:
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Table 2. Schedule of Appropriations, Allotments, Obligations Incurred and Unobligated

Balance
ioati ligated Bal
Source of Appropriations | Allotments Obligations Unobligated Balance
Incurred Total Reverted
Funds
(In PhP)

Current Year
1. Regular 37,328,855.79 | 37,328,855.79 | 36,908,988.23 | 502,091.44 | 502,091.44
2. Automatic
Appropriations

a. RLIP 3,203,956.40 | 3,203,956.40 | 3,203,956.40
3. SPF

a. MPBF 3,694,952 .91 3,694,952 91 3,694,952.91

b. PGF
TOTAL 44,227,765.10 | 44,227,765.10 | 43,725,673.66 | 502,091.44 | 502,091.44
14. The financial position and financial performance for CY 2024, with

comparative figures for CY 2023, are summarized below and presented in detail in

Annexes A.2 and A.3.

Table 3. Financial Position and Financial Performance for CYs 2024 and 2023

Particular 2024 2023 Dnicrense! %
(Decrease)

Financial Condition
Assets 39.170.477.53 | 33,679,755.21 | 5,490,722.32 | 16.30%
Liabilities 338542449 | 1,226,056.63 | 2,159,367.86 | 176.12%
Government Equity 35.785,053.04 | 32,453,698.58 | 3,331,354.46 | 10.26%
Revenue 20.091.112.40 | 22,415,132.53 | 7,575,979.87 | 33.80%
Current Operating Expenses 72,320,487.22 72,802,977.00 | (482,489.78) 0.66%
SurplusADeficit) from (42,329.374.82) | (50,387,844.47) | 8,058,469.65 | 15.99%
Current Operations
Net Financial Assistance/ 41,998,525.90 | 40,930,986.20 | 1,067,539.70 | 2.61%
Subsidy
Is)‘e‘;’;)lg)s’ (Deficit) for the (330,848.92) | (9,456,858.27) | 9,126,009.35 | 96.50%

15.

amounted to £39,939,402.77 (Annex C).

The total Notice of Cash Allocation (NCA) received for Fund Cluster 01
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16. Operational Highlights

Table 4. Major Accomplishments for CY 2024

Key Performance Indicator (KPI) CY 2024 | Accomplishment | Percentage of

Physical | as of December | Accomplishme
Targets 31,2024 nt

MFO 1: TESD Policy Services

Number of research and studies 2 2 100%
conducted

MFO 2: Technical Education and Skills Development Regulatory Program

Competency Assessment and Certification

Number of skilled workers assessed for - 1368 98%
certification

Number of persons certified - 1329 103%
Technical Education and Skills - - -
Development Programs

No. of TTI Enrollees 3500 5147 147%
No. of TTI graduates 3150 9611 1416%
75% graduates from technical education 456 439 96%

and skills development scholarship
programs that are employed

Training for Work Scholarship Program (TWSP)

No. of TWSP subsidized enrollees - N 2

No. of TWSP subsidized graduates - - -

Institution-based Training Program -

No. of enrollees 1555 1674 108%

No. of graduates 1400 1141 82%
Community-based Training Program

No. of enrollees 1945 3473 179%
No. of graduates 1750 3470 198%

Trainers Development

No. of learning facilitators trained TM - - -

Special Clients
Drug Dependent - 176 -
Rebel Returnees - - -
Dependents of Killed —in-action (KIA) - 21 -
Wounded in Action
Indigenous Peoples and Cultural - TLS -
Communities
Overseas Filipinos (OFs) - 157 -
B. Summary of Recommendations
17%. The following is the summary of recommendations on the significant

deficiencies observed in the course of audit. The details of which are discussed in the
Detailed Observations and Recommendations of this report:

For the unrecorded receivables from Training and Assessment Fees and erroneous
recording of receivables - P2,006,389.00
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(1) The Accounting Office make the necessary adjusting entry to correct the
balance of the Other Receivables Account by £2,006,389.00.

(2) The Assessment and Registrar Office inform the Accounting Office of
any errors/corrections in the billings made to TESDA Isabela PO. Also,
diligently monitor and issue billings to TESDA Isabela PO and
punctually submit all billings to the Accounting Office to properly
recognize the revenue earned during the period.

For the erroneous recording of issued office supplies inventory and semi-
expendable properties - P1,503,624.80

(3) The Accounting Office make the necessary adjusting entry to correct the
overstated balance of the Inventory accounts by £1,503,624.80.

(4) The Property Division to regularly prepare and submit the inventory
reports, i.e. RSMI, RPCI, ICS, RSPI, RegSPI and RPCSP to the
Accounting Office, and to the Audit Team, as needed.

For the unrecorded receint and distribution of starter toolkits - £962,701.88 and
P 193,515.37, respectively

(5) The Accountant record the receipt and distribution of starter toolkits
amounting to P962,701.88 and P193,515.37, respectively.

(6) The Property Section 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 submit the updated report of
monitoring of toolkits.

For the erroneous classification of expense accounts - P851,762.83

(7) The Accountant make the necessary adjusting entry to correct the
misstated balance of Traveling Expenses (Local), Textbooks and
Instructional Materials Expenses and Consultancy Services Accounts
totaling P851,762.83.

For the delayed completion of UAQTEA programs resulting in the expiration of
GAA Fund - P2,385,897.40

(8) The Management provide explanations/justifications on the extension of
training duration beyond the validity of funds of the realigned UAQTEA
Diploma Programs granted by TESDA Isa PO.
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(9) The Registrar Office strictly follow the implementation of the training
duration within the validity period of the funds and in cases of revision of
training period, formally request for the approval of TESDA Isa PO. Also,
inform the financial analyst of TESDA Isa PO of any changes in the
training period.

For the non-compliance with Program Registration of various TVET Programs

(10)The UTPRAS Focal Person facilitate compliance with the minimum
requirements on tools and equipment on registered TVET programs as
provided under approved Training Regulations.

(11) The Property and Supply Officer conduct an actual inventory count of all
tools and equipment and immediately issue the corresponding ICS/PAR
and submit to the Audit Team for verification. Also, account all
unserviceable tools and equipment and disposed them accordingly.

Lost, damaged and deteriorated of starter toolkits

(12) Provide a proper and secure storage area for unclaimed starter toolkits.

(13) Locate the missing toolkits and immediately present to the Audit Team
for verification, otherwise other audit action may be warranted.

(14) Coordinate with TESDA RO for the strict compliance with TESDA
Order No. 16 s. 2025.

For the unsupported payment of mobilization fee - P146,139.97

(15) Discontinue granting advance payment of 15% mobilization cost on
contracts entered into unless such requests are duly supported with an
irrevocable standby letter of credit from a commercial bank, bank
guarantee or a surety bond callable upon demand issued by a surety or
an insurance company duly licensed by the Insurance Commission
pursuant to Annex E of the Revised IIR of RA 9184.

On the deficiencies noted in the payments of professional fees- P48,000.00

(16) The Management submit justifications on the lapses noted on the
payment of professional fees totaling £48,000.00. Should the justification
be not found reasonable, another audit action may be warranted.
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