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To : Philippine Institute of Certified Public Accountants  

(thru: Mr. Lope S. Bato, President) 

  Association of CPAs in Public Practice  
(thru: Mr. Wilfredo A. Baltazar, President) 

  Association of Certified Public Accountants  
in Commerce and Industry  
(thru: Atty. Walter L. Abela, Jr., President) 

  National Association of CPAs in Education  
(thru: Dr. Florenz C. Tugas, President) 

  Government Association of Certified Public Accountants  
(thru: Atty. Fidela M. Tan, President) 

  Securities and Exchange Commission  
(thru: Atty. Emilio B. Aquino/  
Atty. Emmanuel Y. Artiza, Representative) 

  Bangko Sentral ng Pilipinas  
(thru: Ms. Lyn I. Javier, Representative) 

 

 
Subject: Auditors’ Practice Guidance on SEC Memorandum Circular No. 32,  

Series of 2020 

 

A. Background Information 

On November 17, 2020, the Securities and Exchange Commission (SEC) issued SEC 
Memorandum Circular No. 32, Series of 2020 (referred to herein after as “the Circular”) that 
provides the adoption of an industry specific framework for Bangko Sentral ng Pilipinas (BSP) 
Regulated Financial Institutions (BSFIs), to be referred to as the Philippine Financial Reporting 
Standards (PFRS), as modified by the application of the financial reporting reliefs issued by the 
BSP and approved by the SEC. Accordingly, BSFIs have the option to prepare their annual 
financial statements using the said industry specific framework or full PFRS for the duration 
and terms allowed by the BSP. 

This Alert has been prepared by the Auditing and Assurance Standards Council (AASC) to 
provide guidance to external auditors who have been engaged to audit in accordance with 
Philippine Standards on Auditing annual financial statements of BSFIs which have been 
prepared using PFRS, as modified by the application of the financial reporting reliefs issued by 
the BSP and approved by the SEC.  The succeeding sections discuss the impact on the 
auditor’s report and provide illustrative Opinion paragraph and Emphasis of Matter paragraph 
and other relevant sections of the auditor’s report.   
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B. Impact on Auditor’s Report 

i. General purpose financial statements 

The Circular provides that “The PFRS, as modified by the application of the financial reporting 
reliefs issued by the BSP and approved by the SEC, shall form part of the applicable financial 
reporting framework for the purpose of preparing and filing general purpose financial 
statements with the Commission pursuant to paragraph 2 of the Revised SRC Rule 68.” 

Philippine Standard on Auditing (PSA) 700 provides the following: 

Paragraph 3 

“This PSA applies to an audit of a complete set of general purpose financial statements 
and is written in that context.” 

Paragraph 7(b) 

“General purpose framework – a financial reporting framework designed to meet the 
common financial reporting needs of a wide range of users.” 

Based on the above, PSA 700 remains to be the applicable auditor reporting standard that 
external auditors shall apply when engaged to perform an audit engagement in accordance 
with PSA on financial statements of BSFIs that availed of the financial reporting reliefs.  The 
external auditor shall continue to apply the relevant PSAs in the conduct of the audit of financial 
statements of BSFIs that availed of the financial reporting reliefs. 

ii. Compliance framework 

Paragraph 17 of Philippine Accounting Standard (PAS) 1 provides that “In virtually all 
circumstances, an entity achieves fair presentation by compliance with applicable PFRSs.” The 
Circular provides that “the regulatory reliefs, once adopted and recorded for financial reporting 
purposes, are not considered in accordance with PFRS.” As such, the financial reporting 
framework “PFRS, as modified by the application of the financial reporting reliefs issued by the 
BSP and approved by the SEC” shall be considered a compliance framework. Hence, the 
following bullet in the “Auditor’s Responsibilities for the Audit of the Financial Statements” 
section of the auditor’s report per PSA 700, paragraph 38(b)(v) shall be reworded, as illustrated 
below, since compliance framework does not qualify as a fair presentation framework: 

• 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 accordance with PFRS, as 
modified by the application of the financial reporting reliefs issued by the BSP and 
approved by the SEC, as described in Note X to the financial statements.” 

PSA 700 paragraph A23 provides the following: 

“The identification of the applicable financial reporting framework in the auditor’s 
opinion is intended to advise users of the auditor’s report of the context in which the 
auditor’s opinion is expressed; it is not intended to limit the evaluation required in 
paragraph 14. The applicable financial reporting framework is identified in such terms 
as:  

“…in accordance with International Financial Reporting Standards” or 

“…in accordance with accounting principles generally accepted in Jurisdiction X…” 

The above implies that the applicable financial reporting framework should be explicitly 
mentioned in the opinion paragraph.  

“ 
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Thus, the financial reporting framework in the first paragraph of the “Responsibilities of 
Management and Those Charged with Governance for the Financial Statements” section of the 
auditor’s report should be updated to read as follows:  

“Management is responsible for the preparation of these financial statements in 
accordance with PFRS, as modified by the application of the financial reporting reliefs 
issued by the BSP and approved by the SEC, as described in Note X to the financial 
statements, 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.” 

iii. Emphasis of Matter paragraph 

Paragraphs 6 and 8, and A4 of PSA 706, Emphasis of Matter Paragraphs and Other Matter 
Paragraphs in the Independent Auditor’s Report, provide that: 

Paragraph 6 

“The objective of the auditor, having formed an opinion on the financial statements, is to 
draw users’ attention, when in the auditor’s judgment it is necessary to do so, by way of 
clear additional communication in the auditor’s report, to: 

(a) a matter, although appropriately presented or disclosed in the financial 
statements, that is of such importance that it is fundamental to users’ 
understanding of the financial statements; or 

(b) as appropriate, any other matter that is relevant to users’ understanding of the 
audit, the auditor’s responsibilities or the auditor’s report. [ISA 706 (Revised) para 
6].” 

Paragraph 8 

“If the auditor considers it necessary to draw users’ attention to a matter presented or 
disclosed in the financial statements that, in the auditor’s judgment, is of such importance 
that it is fundamental to users’ understanding of the financial statements, the auditor shall 
include an Emphasis of Matter paragraph in the auditor’s report provided: (Ref: Para. A5–
A6)  

(a) The auditor would not be required to modify the opinion in accordance with PSA 
705 (Revised) as a result of the matter; and  

(b) When PSA 701 applies, the matter has not been determined to be a key audit 
matter to be communicated in the auditor’s report. (Ref: Para. A1–A3)”  

Paragraph A4 

“Appendix 1 identifies PSAs that contain specific requirements for the auditor to include 
Emphasis of Matter paragraphs in the auditor’s report in certain circumstances. These 
circumstances include:   

(a) When a financial reporting framework prescribed by law or regulation would be 
unacceptable but for the fact that it is prescribed by law or regulation. 

(b) To alert users that the financial statements are prepared in accordance with a 
special purpose framework.  

(c) When facts become known to the auditor after the date of the auditor’s report and 
the auditor provides a new or amended auditor’s report (i.e., subsequent events).”  
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The inclusion of an Emphasis of Matter (EOM) paragraph in the auditor’s report is based on 
the auditor’s judgment.  Nevertheless, the Circular has required external auditor to include an 
EOM paragraph in the auditor’s report to draw attention to the financial reporting framework 
that has been used in the preparation of the BSFI’s financial statements which includes the 
financial reporting reliefs.  

iv. Auditor’s opinion on comparative financial statements 

Part I (4)(A) to (C) of the Revised Securities Regulation Code (SRC) Rule 68 provides the 
following: 

“A. The financial statements to be filed with the Commission shall be presented in 
comparative form... 

B.  The audited Statements of Financial Position shall be as of the end of each of the 
two (2) most recently completed fiscal years. 

C.  Statement of Comprehensive Income, Statement of Cash Flows and Statement of 
Changes in Equity – If practicable, these statements shall be for each of the two 
(2) most recently completed fiscal years or such shorter period as the company 
has been in existence.” 

Part II (5)(B) of the Revised SRC Rule 68 provides the following: 

“(i)  There shall be filed consolidated Audited Statements of Financial Position (except 
if not applicable), in comparative format, as of the end of each of the two (2) most 
recently completed fiscal years. 

(ii) The Statements of Comprehensive Income, Statements of Cash Flows and 
Statements of Changes in Equity shall be in comparative format for the three (3) 
most recently completed fiscal years or such shorter period as the company 
(including predecessors) has been in existence.” 

Paragraph 15 of PSA 710, Comparative Information Corresponding Figures and Comparative 
Financial Statements, provides that: 

“When comparative financial statements are presented, the auditor’s opinion shall refer 
to each period for which financial statements are presented and on which an audit 
opinion is expressed.” 

Since the Revised SRC Rule 68 requires comparative financial statements, the comparative 
financial statements shall be prepared consistent with the financial reporting framework for the 
current year financial statements. Should the BSFI choose to avail of the financial reporting 
reliefs, the application of the said reliefs will have no impact on the 2019 (and 2018, as 
applicable) comparative period/s. Accordingly, this shall be highlighted in the EOM paragraph.  

 
C. Illustrative Opinion Paragraph and Emphasis of Matter Paragraph  

As provided in the Circular, “Where the external auditor has been engaged to perform an audit 
engagement in accordance with PSA on these BSFIs’ annual financial statements which have 
been prepared using PFRS, as modified by the application of the financial reporting reliefs 
issued by the BSP and approved by the SEC, the external auditor shall (i) reflect in the opinion 
paragraph that the financial statements are prepared in accordance with the compliance 
framework described in the notes to the financial statements and (ii) include an Emphasis of 
Matter paragraph in the auditor’s report to draw attention to the basis of accounting that has 
been used in the preparation of the financial statements.” 
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Below is the illustrative Opinion paragraph and Emphasis of Matter paragraph to be included 
in the auditor’s report (assumes that the audit covers 2020 and 2019 comparative financial 
statements, with 2020 as the initial year of applying the financial reporting reliefs):  

“Opinion  
In our opinion, the accompanying financial statements of the [BSFI] as of and for the 
years ended December 31, 2020 and 2019 are prepared in all material respects, in 
accordance with Philippine Financial Reporting Standards (PFRS), as modified by the 
application of the financial reporting reliefs issued by the Bangko Sentral ng Pilipinas 
(BSP) and approved by the Securities and Exchange Commission (SEC), as described 
in Note X1 to the financial statements.” 
 
“Emphasis of Matter  
We draw attention to Note X to the financial statements, which indicates that the 
financial statements have been prepared in accordance with PFRS, as modified by the 
application of the financial reporting reliefs issued by the BSP and approved by the 
SEC in response to the COVID-19 pandemic. The reliefs cover only current year 
transactions/events and do not impact the comparative period/s.2 The impact of the 
application of the financial reporting reliefs on the 20203 financial statements are 
discussed in detail in Note X.  Our opinion is not modified in respect of this matter.”  
 

Note: With respect to modifications to the other sections of the standard auditor’s report, refer 
to the following: 

• Responsibilities of Management and Those Charged with Governance for the 
Financial Statements – Section B.ii., fourth paragraph; and 

• Auditor’s Responsibilities for the Audit of the Financial Statements – Section B.ii., 
first paragraph. 

 

________________________ 
1 Ensure that the note wordings prescribed by the Circular are complied with in this note to the financial statements. 
2 This statement shall be removed for auditor's report on financial statements that will be issued after the initial year of   

application of the financial reporting reliefs.  
3This (year or 2020) shall likewise be removed in relation to footnote 2. 

 

*      *     *      * 

 
This AASC Alert is not a substitute to reading the PSAs.  The Alert is a technical paper issued to 
provide guidance to external auditors. 
 
 
 
 
 
  NOE G. QUIÑANOLA   LEONARDO D. CUARESMA, JR. 
  Chairman, Board of Accountancy   Chairman, Auditing and Assurance 
     Standards Council 

Law



 

 
 
 

PROFESSIONAL REGULATORY BOARD OF ACCOUNTANCY 
AND 

AUDITING AND ASSURANCE STANDARDS COUNCIL 
Joint Resolution No. 001 

Series of 2021 

 

 

AUDITORS’ PRACTICE GUIDANCE ON SEC MEMORANDUM CIRCULAR NO. 32 
SERIES OF 2020 

 

WHEREAS, on November 17, 2020, the Securities and Exchange Commission (SEC) issued SEC 
Memorandum Circular No. 32, Series of 2020, that provides the adoption of an industry specific 
framework for Bangko Sentral ng Pilipinas (BSP) Regulated Financial Institutions (BSFIs), to be 
referred to as the Philippine Financial Reporting Standards (PFRS), as modified by the application of 
the financial reporting reliefs issued by the BSP and approved by the SEC. Accordingly, BSFIs have 
the option to prepare their annual financial statements using the said industry specific framework or full 
PFRS for the duration and terms allowed by the BSP. 

WHEREAS, the Auditing and Assurance Standards Council (AASC) identified certain issues that audit 
practitioners may encounter in respect of reporting on the financial statements of BSFIs that availed of 
the financial reporting reliefs; 

WHEREAS, in order to guide audit practitioners, the AASC has prepared AASC Alert No. 001, Series 
of 2021, Auditors’ Practice Guidance on SEC Memorandum Circular No. 32, Series of 2020; 

NOW, THEREFORE, the Philippine Regulatory Board of Accountancy and the AASC hereby 
RESOLVE to approve AASC Alert No. 001, Series of 2021, Auditors’ Practice Guidance on SEC 
Memorandum Circular No. 32, Series of 2020, and the circulation by the AASC of copies of the Alert to 
the intended organizations of certified public accountants which include the Philippine Institute of 
Certified Public Accountants, Association of Certified Public Accountants in Public Practice, 
Association of Certified Public Accountants in Commerce and Industry, National Association of 
Certified Public Accountants in Education and Government Association of Certified Public 
Accountants; and relevant government agencies such as the SEC and the BSP. 

This Joint Resolution shall take effect immediately. 

 

Done this 1st day of February 2021. 
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