RSBAYN PKF

R.S. BERNALDO & ASSOCIATES

A correspondent firm of Panell Kerr Forster International

AU
Alext

Issue No.
ZZO17-O1

IN THIS ISSUE

The Auditing and Assurance Standard Council (AASC) prepared
an alert regarding Questions and Answers on Compilation
Reports in accordance with BOA Resolution 03-2016. This
primarily points out what report the companies’ CPAs or
compilers shall submit to the regulatory offices along with their
audited financial statements.




Questions and Answers on the New Auditor’s Report

As per AASC Alert Series 001 of 2017, public practitioners may use these Q&As as their guide in
complying with the new auditor reporting standards:

1. What are the new and revised auditor reporting standards that become effective for
periods ended on or after December 15, 2016 and the changes thereto?

e PSA 700 (Revised), Forming an Opinion and Reporting on Financial Statements

e PSA 701 Communicating Key Audit Matters in the Independent Auditor’s Report

e PSA 260 (Revised), Communication with Those Charged with Governance

e PSA 570 (Revised), Going Concern

e PSA 705 (Revised), Modifications to the Opinion in the Independent Auditor’s Report

e PSA 706 (Revised), Emphasis of Matter Paragraphs and Other Matter Paragraphs in the
Independent Auditor’s Report

o PSA 720 (Revised), The Auditor’s Responsibilities Relating to Other Information

2. What are the key changes in the new auditor’s report relevant to listed and non-listed
entities?

Opinion section required to be presented first, followed by the
Basis for Opinion section v v

Enhanced auditor reporting on going concern, including:

> Description of the respective responsibilities of management
and the auditor for going concern

> A separate section when a material uncertainty exists and is
adequately disclosed, under the heading “Material Uncertainty

Related to Going Concern” v v
Affirmative statement about the auditor’s independence and

fulfillment of relevant ethical responsibilities v v
Enhanced description of the auditor’s responsibilities and key

features of an audit v v
New and revised reporting requirements relating to other

information that is included in an entity’s annual report v v

New section to communicate Key Audit Matters (KAM). KAM are
those matters that, in the auditor’s judgment, were of most

significance in the audit of the current period financial statements v
Statement of the name of the engagement partner on the audit
that resulted in the auditor’s report v
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3. How should the auditor reference the Code of Ethics and other regulatory requirements
in its affirmative statement of independence and fulfillment of relevant ethical
responsibilities in the auditor’s report?

The auditor’s affirmative statement of compliance and fulfillment of relevant -ethical
responsibilities shall read as follows:

“.....We are independent of the Company in accordance with the Code of Ethics for Professional
Accountants in the Philippines (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...”

4. Do KAM apply to audits of public companies which are defined in Securities Regulation
Code (SRC) Rule 68, As Amended, Part I (3)(B)(a)(c) as entities with assets of at least Php50
million and have two hundred (200) or more holders each holding at least one hundred
(100) shares of a class of its equity securities?

No. KAM is required only for audit of listed entities whose shares or debt are quoted or listed
with the recognized stock exchange or equivalent body such as the Philippine Stock Exchange
(PSE) and the Philippine Dealing and Exchange Corp. KAM does not apply to delisted entities as
of reporting period.

5. When the auditor is required to communicate KAM in respect of the audit of the
consolidated financial statements, and the auditor is also required to express an audit
opinion on the separate financial statements of the parent or holding company (hereinafter
referred to as separate financial statements), is the auditor also required to communicate
KAM in respect of the audit of the separate financial statements?

The requirement of communicating of KAM is met when it is provided in the auditor’s report
covering audits of consolidated financial statements of listed entities. Thus, the auditor need not
communicate KAM in respect of the audit of separate financial statements.

In the case of financial institutions, the auditor’s report covers the audit of both the separate and
consolidated financial statements in a single report. The auditor’s report on the financial
statements of the listed banks which are parent companies shall include KAM for the audits of
both the separate and the consolidated financial statements.

6. In describing the procedures performed to address the KAM for group audits, may the
group auditor include the procedures performed by the component team?

Yes. As provided by PSA 600, the group audit opinion is the responsibility of the group auditor
even if the component auditors may perform work on the financial information of the components
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for the group audit. The group auditor is responsible for the direction, supervision and
performance of the group audit engagement.

7. What constitutes “Other Information” under our local jurisdiction?

e SEC Form 20-IS (Definitive Information Statement)
e SEC Form 17-A
e Annual Report

8. Given the other information identified in item 7 above, how should the Other Information
section be presented where the auditor has obtained no other information prior to the date
of the auditor’s report but expects to obtain other information after the date of the auditor’s
report?

“Other Information

Management is responsible for the other information. The other information comprises the
information included in the SEC Form 20-IS (Definitive Information Statement), SEC Form 17-A
and Annual Report for the year ended December 31, 20X1, but does not include the financial
statements and our auditor’s report thereon. The SEC Form 20-IS (Definitive Information
Statement), SEC Form 17-A and Annual Report for the year ended December 31, 20X1 are
expected to be available to us after the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will not
express any form of assurance conclusion thereon.

In connection with our audits of the financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge
obtained in the audits, or otherwise appears to be materially misstated.”
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QAU Alert is the official publication of R.S. Bernaldo &
Associates to keep the Firm’s professional staff informed of
the issues affecting the practice. The information contained
herein is of a general nature and is not intended to address
the circumstances of any particular individual or entity.
Although we endeavour to provide accurate and timely
information, there can be no guarantee that such information
is accurate as of the date it is received or that it will continue
to be accurate in the future. No one should act on such
information without appropriate professional advice after a
thorough examination of the particular situation.

The Firm cannot be held liable for any losses suffered as a
result of reliance upon information contained in this alert.

This is a property of R.S. Bernaldo & Associates. Reproduction
of any material included in the alert should be subject to the
approval of the Editorial Board.

R.S. Bernaldo & Associates is a correspondent firm of the PKF
International Limited family of legally independent firms and
does not accept any responsibility or liability for the actions or
inactions of any individual member or correspondent firm or
firms.

Comments and suggestions are welcome.
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