REPUBLIC OF THE PHILIPPINES

COMMISSION ON AUDIT

Commonwealth Avenue. Quezon City. Philippines

INDEPENDENT AUDITOR’S REPORT

THE BOARD OF DIRECTORS

Tourism Infrastructure and Enterprise Zone Authority

6" and 7" Floor, Tower 1 Double Dragon Plaza, Meridian Park
Macapagal Avenue corner EDSA Extension Bay Area,

Pasay City
Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the financial statements of the Tourism Infrastructure and Enterprise
Zone Authority (TIEZA), which comprise the statements of financial position as at
December 31, 2021 and 2020, the statements of financial performance, statements of
changes in net assets/equity, and statements of cash flows for the years then ended,
statement of comparison of budget and actual amounts for the year ended
December 31, 2021, and notes to financial statements, including a summary of significant
accounting policies.

In our opinion, except for the possible effects of the matters described in the Basis for
Qualified Opinion paragraph of our report, the accompanying financial statements present
fairly, in all material respects, the financial position of TIEZA as at December 31, 2021,
and its financial performance and its cash flows for the years then ended in accordance
with International Public Sector Accounting Standards (IPSAS).

Basis for Qualified Opinion

The completeness and existence of the recorded Property and Equipment including
Investment Property and Service Concession Assets accounts could not be ascertained
due to unaccounted and unreconciled balance of P379.381 million (at cost) between the
results of physical count against the balance recorded in the books of accounts.

We were not able to conduct alternative audit procedures in the absence of a reconciliation
on the said unaccounted and unreconciled balance. Consequently, we were unable to
determine whether any adjustment is necessary.



We conducied 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 TIEZA in accordance with the Code of Ethics for
Government Auditors (Code of Ethics) together with the ethical requirements: that are
relevarit to our audit of the financial statements in the. Philippines, and we. have fulfilied
our other ethical responsibilities in.accordance with these req uirements and the Code. of
Ethies. We believe that the: audit evidence we have obtained is sufficient'and appropriate
to provide a basis for our qualified opinion,

Emphasis of Matter

We draw aftention to Nofe 32 to the financial statements which describes the
cases/petitions pending in various cotrts and administrative- bodies involving various
claims by and against TIEZA. The ultimate. outcome of these cases/petitions could not
presently be determined. Accordingly, no provision for liability that may result has been
made in the financial statements. Our opinion is not modified in respect of this matter.

Other Matter

The TIEZA Regulatory Office (TRO), which was created to regulate the Joint Venture
Company: — Boracay Island Water Company, Incorporated pursuant to Article 11 of the
Concession Agreement signed on.December 17, 2008 by and between TIEZA and BIWCI,
did not apply for registration and Tax Identification Number with the Bureau of Internal
Revenue and-did not pay faxes on its annual income paid by BIWCI for Calendar Years
2000 to 2021 estimated at P69 million inclusive of basic tax, interests, surcharges and
comptomise c¢harges. This audit observation was issued te TIEZA. on
February 23, 2022, and TRO Management on February 28, 2022; discussed ‘during the
exit conference with TIEZA on May 30, 2022; and will be included in the initial Apniual
Audit Report on the TRO which is yet to bé released. Our opinion is not modified in respect
of this matter,

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

Management is responsiole for the preparation and faif presentation of the financial
statements in accordance with IPSAS, and for such internal controf ‘as management
determines ‘is necessary-to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or-efror..

In. preparing the financial statements, management is résponsible for assessing TIEZA'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: managermient either
intends to liquidate TIEZA of to cease operations, orhas no reglistic alternative butto do
80,

Those charged with govetnance are responsible for overseeing Tl EZA's financial reporiing
process.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the fi hancial statements

-as awhole are free from material mlsstafement whether due ta fraud er error, and t6 issue
an auditor's report that includes aur opinion. Reasonable assurance is a hlgh level of
assurance, but is not:a guarantee that an audit conducted in accordance with |SSAls-will
always detact a material misstatement when it exists: Misstatements ¢an arise from fraud
or erfor- and. are considered material T, mdmduaf!y or in the -aggregate, they could
reasonably be expected to influence:the economic decisions of users taken on thebasis
-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;

o identify and assess the risks of material misstaternent of the financial staternents,
whether due to fraud or eror, demgn 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 rnisstatement resulting from
fraud.is hlgher than for one resulting from error; as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, of the averride of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit.
procedures that are appropriate in the gircumstances, but not for the purpose of
expressing an opinion on the effectiveness of the TIEZA's internal coritrol.

» Evaluste the appropriatensss of -accounting palicies tised and the_.reasonab_l_enessz of
acocounting estimates and related disclosures made by management.

* Conclude on the appropriateness: of management's use of the going concern basis of
accounting and, based on the atidit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on TIEZA’s abllity
to. continue as-a going concern. If we conclude that.a material uncertainty exists, we
are required to draw attention in our guditor's report to the related disclosures in the.

financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of ur auditor's.

report. ‘However, future evenis or conditions may cause TIEZA to. cease o continue
as a'goihg concern,

+ Evaluate the overall presentation, structure and content of the financial statements,
including the. disclosures, and whether the fi nancial statements represent the
under!yrng transactions and events in.a manner that achieves fair presentation.

We communicateé with those charged with governance regarding, among other maiters,
the planned scope and.-fiming of the audit and significant audit findings, including any
significant deficiencies in internal control that we, identify during our audit.



Report on Other Legal and Regulatory Requirements

Qur audits were eonducted for the purpose of forming an oplnlon on the basic financial
statements taken as a wholé, The. supplementary information in Nete 34 to thefinancial
_statements is presented for the purpose of filing with the Bureau of Intérnal Revenue and
is not a required part of’ the basic financial statements. Such- supplementary information is-
the.responsibility of management and has been subjected to auditing procedures a pplied
in our-audits of the basic financial statements. tn our opinion, except for the effects of the
information’ of the matters described in the Basis for Qualified Opinion paragraph, the
stipplementary information is fairly stated, in all material respects, in relation to the basic

financial statenmients taken as a whole.

COMMISSION ON AUDIT

LOURDES D. BENITEZ
Bupervising Auditor

May 30, 2022



Republic of the Philippines
Tourism Infrastructure & Enterprise Zone Authority

STATEMENT OF MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The management of Tourism Infrastructure and Enterprise Zone Authority (TIEZA) is
responsible for the preparation and fair presentation of the financial statements, including the
schedules attached therein, for the years ended December 31, 2021 and 2020, in accordance
with the prescribed financial reporting framework indicated therein, and for such internal
control as Management determines is necessary to enable the preparation of financial
statements that are free from material misstatements, whether due to fraud or error.

In preparing the financial statements, Management is responsible for assessing the TIEZA'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 the TIEZA or to cease operations, or has no realistic alternative to do so.

The Board of Directors is responsible for overseeing the TIEZA's financial reporting process.

The Board of Directors reviews and approves the financial statements, inciuding the schedules
attached therein, and submits the same to the stakeholders and other users.

The Commission on Audit has audited the financial statements of the TIEZA in accordance
with the International Standards of Supreme Audit Institutions, and in its report to the Board of
Directors, has expressed its opinion on the fairess of the presentation upon completion of
such audit.

W
ENGR. CHRISTOPHER V. MORALES, CESO I
Alternate Chairperson

Chief Operating Officer

RODOLFW{/E?Q 4
Manager, Financial Services Department

|

MAY 3 0 2022

Macapagal Avenue cormner EDSA Exfension, Bay Area, Pasay City 1302, Philippines

[0} éth & 7th Floors, Tower 1, Double Dragon Plaza, Double Dragon Meridian Park
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TOURISM INFRASTRUCTURE AND ENTERPRISE ZONE AUTHORITY

STATEMENTS OF FINANCIAL POSITION

December 31, 2021 and 2020
(in Philippine Peso)

Note 2021 2020
ASSETS
Current Assets
Gash and Cash Equivalents, 4 1,085,957,933  1,314,3754087
investment in Time Deposits 5 0 480,440,000
Financial Assets - Held to Maturity 5 350,000,000 475,000,000
Receivablgs, net. 8 62,324,123 48,158.495
Inventories 7 17,627,115 14,165420
Other Cutrent Assets 8 115,505,498 132,653,261
§ 1,631,414,669  2,384,793,673
Non-Current Assets.
Financial Assets - Hald to Maturity 5 412,278,005, 762,278,005
Investment:in Associate 9 219,017,725 207,628,805
Receivables, net 6 519,216,069 482,595,656,
investment Property, net 10 313,332,011 320,800,023
Property and Equipment, net 1. 5,766,751,735  5,728,375,143
Service Concession Asséts, net 12 1,687,735,506-  1,802,048,082
Other Non-Current Assefs 8 443,085,501 435,548,860
_ o 9,162,316,852  §,419,074,554
TOTAL ASSETS 10,793,731,221  11,803,868,227
LIABILITIES
Current Liabilities .
Financial Liabilties 13 225717,685 231,765,436
Inter-Agency Payables 4 196,502,463 163,364,005
Deferred Credits/Unearned Income. 15 101,979,695 103,303,771
Provisions 16 100,480,712 96,755,087
‘Other Payables. 17 25,894,600 28,513,085
~ §50,555,155 623,701,394
Non<Current Liabilities _ _
Financial Lizbilites 13 87,612,643 122,729,870
Trust Liabilities 18 131,196,430 125,512,309
Deferred Crédits/Unearned [ncome 15 1,275,066,168  1,373,240,685
Other Payables 17 83,706,678 47,268,498
"1,578,561,889  1,668,751,363
TOTAL LIABILITIES 7,229117,044.  2,282,452,757_
Net Assets (Total Assets Less Total Liabilities) 8,564,614,177  9,511,415470
NET ASSETS/EQUITY
Share. Capital 30 10,850,215 10,860,215
Accuinuiated Surplus 30 8,653,763,962  9,500,565,255
TOTAL NET ASSETS/EQUITY 8,564,614,177  9,511,415470

“The notes on pages 1140 79 form pait-of these ﬁha’hcia‘f statements..



TOURISM INFRASTRUCTURE AND ENTERPRISE ZONE AUTHORITY

STATEMENTS OF FINANCIAL PERFORMANCE

For the Years Ended December-31, 2021 and 2020

{In Philippine Peso)
Mote 2021 2020
Fk_evenuei
Tax Revenye: 18 166,199,545 467,034,245
Service and Business Income 20 276,548,544 377,303,186
' 442,748,088 845 237,433
Current Operating Expénses
Personnel Services 21 416,647,613 398,051,448
‘Maintenance and Other Operating Expenses 22 437,292,783 508,211,727
Financial Expenses 23 4,537,863 6,023,059
Ditect Costs 24 4,630,841 5,540,916
Non-Cash Expenses 25 284,458,985 245,680,194.
" 1,157,488,085 '1,163,807,344 _
Loss from Operations. (714,719,936} (318,269,911)
hon-Operating Income (Loss) 26 _ _
‘Gain on Foreign.Exchange 8,635,799 3,125,673
Gain'on Sale of Assets. 0 17,573
Miscellanetus Income: 613,308 640,261
Losses _ (57,719,625) (27,020,088)
Loss Before Tax (763,186,514) "{341,506,452)
Income Tax Expense- ' 74,022 ‘247,663
Loss After Tax (763,260,536) (341,754,145)
Net Assistance/Subsidy/ (Financial '
Assistance/Subsidy/Contribution) 27 {189,520,869) {118,281,906)
Nst Loss for the Period {952,781,405) {460,036,051)

The notes on pages 11 fo. 79 form part of these financial statements.



TOURISM INFRASTRUCTURE AND ENTERPRISE ZONE AUTHORITY
STATEMENTS OF CHANGES IN NET ASSETS/EQUITY
For the Yoars Ended December 31, 2021 and 2020

{Int Phifinpine Pesoy

Note Accumulated o o capitar Total

: Surplis i j

BALANGE AT JANUARY 1, 2020 21,720,006,495 10,850,215  21,740,856,410
GHANGES IN NET ASSETS/EQUITY FOR CY 2020 _
Loss for the Year _ {460,036,061} (460,036,051)
Qliver Adjustimints . 40 {11,760.404.889) _ (11,769,404,889)
BALANCE AT DECEMBER 31, 2020 0,500,565255 10,850,218  9,511,415,470
CHANGES IN NET ASSETSIEQUITY FGR CY 2021
Loss for the Year (852,781,408} (952,761,405)
Other Adjustments _ 30 5980112 5980112
BALANCE AT DEGEMBER 31, 2021 _ 8,653,763,963 10,880,215 8,564,614,177

The nioles on pages 11 o 79 Torm part of these financial statements.



TOURISM INFRASTRUCTURE AND ENTERPRISE ZONE AUTHORSTY

STATEMENTS OF CASH FLOWS
For the Years Ended Decomber 31, 2021 and 2020

(in Philippine. Peso)

2021 2020
CASH FLOWS FROM OPERATING ACTIVITIES.
Cash Inflows .
Collection of Income/Revenue 495,997,656  1,785,862,713
Collection of Receivahles 18,198,912 24,889,114
Receipt of Intar-Agancy Fund Trangfers 27,318,403 61,749,917
Receiptofintra-Agency Fuid Transférs &?;415,’70'6_ 1_.-15,133,841
Trust Recaipts 103,374,852 38,796,297
Othar Receipls . 1,342,508 15,868,706
‘Total Cashi Inflows 715,648,034 2,042,400,588
Cash Qutfigws _ _
‘Payment of Expenses 574,981,908 624,591,611
Purchase of Inventories 18.4_29,55_3 '15_-,__87"1 288
Grant of Cash Advances 4,797,237 3,954,004
Frepayments 767,355 437,882
Refund. of Deposits _ 13,236,537 28,026,939
Payments of Accounts Payable 110,245,011 1,082,660,493
Remittance of Share an Travel Tax Collections 5,843,025 1,203,210,810
Remittance of Personnel Benefit Gontributions- _ B
.and Mandatory Deductions 233,181,064 225,349,778
Grarit of Financial Assistance/Subsidy/Conrtribution 445,000 _ -0
Release of Inter-Agency Fund Transfers 397,632,585 12.432,701,128
‘Release of Intra-Agency Fund Transfers 77,148,694 117,636,726
Other Disbursements 28,856,802 33,658,321
Tnl__al"CasI} Cutflows- 4:545,674,771 "15,768,008,980-
Net Cash Used in Operating Activities (829,928,737)  (13,725,608,392)
GCASH FLOWS FROM INVESTING ACTIVITIES
‘Cash Inflows
Proceeds-from Matared Investments/Redemption _ _
of Long-term Investments/Retum on Investments 2,128,088,125 18,491,529.601
Total Cash Inflows: 2,128,065,725.  "1BA491,529,601
Cash Qutflows:
Purchase/Construction of Property and Equipment 235,474,852 322,628,856
.Purchase-of Investments 1,259,471,821 4247355472
"_I"ot:-':l_ Cash Qutflows. 1,494,943,673 4,569,982 325
Net Cash: Provided by investing Activities 533,122,052 _ 13,821.547,273
CASH FLOWS FROM FINANCING ACTIVITIES
Gash Qutflows: o . : .
Payment of Long-Ternr Liabilifes 31,613,873, 31,026,654
Total Cash Oufilows 31,643,873 31,026,654
'_ Net Cash Used In Financing Activities. {31,613,873} {31,026,654)
NET INCREASE {DEGREASE) [N CASH AND CASH EQUIVALENTS {228,418,558} 184,912,227
Effects of Exchidnge Rate Changes on
Gash and Cash Equivalents 994 (11,218).
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 1,314,375407 1,149,474,488
CASH AND CASH EQUIVALENTS AT END OF THE YEAR . 1,085,957,933 1,314,375497

The notes on pages 11 {o ?9_-‘{0;1:1 part of these financial statements.
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