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Series of 2000

Section 1. STATEMENT OF POLICY

Under section 6-D of Repubiic Act No. 337, as amended, the Monetary Beard may
require a bank 1o engage the services of an independent auditor to be chosen by the bank
concerned from a list of cerified public accountants acceptable to the Monetary Board.
The adoption of a policy 10 accredit exiernal auditors and in connection thereto. prescribe
anpropriate accraditation cntena will ensure that the relhance bv bank regulatory
authorities on the opinion of external auditors is weli-placed. In the long run, enhanced
sharing of informetion between external auditors and the bank regulatory authorities will
improve the erfectiveness of bank audit and supervision as consistency in the approach of
audit and bam\' examinaticn is promoted and unnecessary duplication of “efforts s avoided.

Pursuant thersto. the Monetary Board, in its Resolution No. 737 dated May 3,
(. approved the following rules and regulazions o govern the accreditation.
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appoiniment and the reporung requ irement for exiernel auditors of universal banks and
commercial banks (KBsh,

Qz‘_l;' suternal auditors who may oo

fne Damelos Santral NG Diimines
(e MANCKO DSRITAD NG UlpIines

(BT shall he sngaced by banks for regniar audit or speciot ensagemenis. oz following
are the accreditadon requirements for 2xiernal auditors:
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4 No external audior may be engaged by a bank I he had or was committed e

acauire anv direct or material indirect financicl interest in the bank. or if his

independencs s considered impaired under the ClrCumMsiances spe cified in the
Code of Professional Ethics ror Certified ‘>uu“ Accountants. [n the case of
partership. this limiation shall apply 1o the parners. associates and the
quditor-in-chargs of the engagement.
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b The external cuditor and the members of the audit team do not have’shall not
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e (:rutstandmg loans or anv credit accommedaiions (except cradit card

Ohhg_ation%‘: with any hank to be auditedhbeing uudited at the ime of signing

the enoagement and dunng the engagement.
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The exigmal auditer and members of the audir wcam achere o ne hiihest
:
.

standards of professional concuct. including integmity and chiectivity.

The evternal auditor should have at least flve (%) vears track record in
conducting external audits

(ther requirements:

. Must have at least twenty (20) existing corporate clients with resources of

P30 millien sach: and
i Must have ar izast one (1) existing client commercial bank i the rewular
udit or in lieu thereof, the external auditor and the auditor who will he ad
the team must mave at least five (5) vears experience in bank audit.
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SCCREDITATION REQUIREMENTS
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The appilcalion  for accreditation 07 X auditor wueether  will the
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emification ihet the exiernal auciler. parners. assochites and the
‘harge of the '*ngagemem dic not have or are commifted to acquire
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t'b; circumstances tﬁec:r;:d 11

“or C" 1Hed Duniio Accounianis,

Soation thar e ontermal auditor and the members choopudis

have wil ans cred

WiIn any hane o Do

0 ement and Jumng inw

Notarized certificotion [hal the oXISMAL aucnor wnd memhers O the audlt am
shall adhere (o the highest swandards of pretussiapal conduct including

ntegrity and aDIEIUVILY.
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Notarzed certification that the external auditor has at ieast one exisung cilent

commercizl  bank in the regular audit or in lieu thereof. a notarizeg
cortification that the externat suditor and the auditor who will hea Jhe team

bave a least five (3) vears experience in bank audit

Updatad PRC license (for ‘ndividual auditors)/business license for partnership.

Notarized certificatior. that the audit work will consider the BSP criteria for
classifving accounts and setting-up rzserves as provided in the Manual of

Reculations for Banks.

Copy of the proposed engagement contract ¢ hetween the bark and the external
audlor.

O MiﬂC' qion from the Professional Regulation Commission that the external

Juciter and the members of the audit eam have 1o derogatory 1nformation.
arevious conviclion of any ing i ]

An -‘\[L'm” Juditor who has been accredited by the BS2 fora commercial hank s

v acereditad o 2udlt othcr hanks The BSP will circularize o all banks the
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ST ol dC-JI’C;lLfC sylornal audilors Once a voar
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Anyv finding to the cliz:t that the total mank assers. on 2 going coneern basis.

are no OH”“" ’iu@?i‘dllid oy cover thy total claims ¢ of creditors.



The comract between the bank and the external auditor shall contain a provision
fhat the disclosure of information by the external audizor to the BSP shall not be a ground
fos civil. criminal or disciplinary proceedings against the auditor.

Bank management shall be present during discussions or at least, be informad ot
the adverse findings in order to preserve the concerns of the supervisory authority and
evternal auditors recarding the confidentiality of information. Tre appropriate department
of the Bangko Sentral shall conduct the necessary investigation or special exarmination 1o
substantiate the report of the external auditor.

Secrion 5. GROUNDS FOR DELIST ING

Exrernal auditors shall be delisted from the azeredization list under the following
clreumslances:

4 Tailure 10 submit the required report undsr Secuon + »f this Circular within the
nrescribed period:
b incbiliny o follow or adopt the BSP swndard for asset classification and

oot ~f 7l [ESEE 1 tyymraeym pesg ey oar
cetiine-up of the recuired valuanon resan s

S The external auditor commits an act digcradizabie
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le sancuons/penaities prescribsd under Sectons 26 and 537 of
Rapublic Act No. 7633 shall be ‘mposed on the bank ana e director(s) approving the
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Section 7. EFFECTIVITY CLAUSE

This cireular shall take effect fifteen (13) davs following its pubiication in the
Official Gazette and shall be applicable for audits o be conducted commencing the

calendar fiscal year 206G

Secuon 8. REPEALING CLAUSE

—

fnis circular shall repeal BSP Circular No. 179 dozed Seprember 23, 1998,
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“OR THIZE MONETARY BOARD:
~ /]
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ALBERTO V.Zé\;ES

Officer-in-Charge

L2000



