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The Monetary Board, in its Resolution No. 540 dated April 5, 2001 approved the replacement of the word
"accreditation" and the modification of the required certification from the Professional Regulation Commission
under Circular No. 245 dated May 19, 2000.

Pursuant thereto, attached is a re-issuance of Circular No. 245 as amended.

Adopted: 22 May 2001

(SGD.) ALBERTO V. REYES
Deputy Governor

Circular No. 245, s. 2000
(Re-issued)
SECTION 1. Statement of Policy - Under section 6-D of Republic Act No. 337, as amended, the Monetary Board
may require a bank to engage the services of an independent auditor to be chosen by the bank concerned from a
list of certified public accountants acceptable to the Monetary Board. The adoption of a policy to select external
auditors and in connection thereto, prescribe appropriate selection criteria will ensure that the reliance by bank
regulatory authorities on the opinion of external auditors is well-placed. In the long run, enhanced sharing of
information between external auditors and the bank regulatory authorities will improve the effectiveness of bank
audit and supervision as consistency in the approach of audit and bank examination is promoted and unnecessary
duplication of efforts is avoided.

Pursuant thereto, the following rules and regulations shall govern the selection, appointment and the reporting
requirement for external auditors of universal banks (UBs) and commercial banks (KBs).

SECTION 2. General Requirements - Only external auditors who may be selected by the Bangko Sentral ng
Pilipinas (BSP) shall be engaged by banks for regular audit or special engagements. The following are the
requirements for external auditors:

a. No external auditor may be engaged by a bank if he had or was committed to acquire any direct or material
indirect financial interest in the bank, or if his independence is considered impaired under the circumstances
specified in the Code of Professional Ethics for Certified Public Accountants. In the case of a partnership, this
limitation shall apply to the partners, associates and the auditor-in-charge of the engagement.

b. The external auditor and the members of the audit team do not have/shall not have outstanding loans or any
credit accommodations (except credit card obligations) with any bank to be audited/ being audited at the time of
signing the engagement and during the engagement;

c. The external auditor and members of the audit team adhere to the highest standards of professional conduct,
including integrity and objectivity.
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d. The external auditor should have at least five (5) years track record in conducting external audits.

e. Other requirements:

i. Must have at least twenty (20) existing corporate clients with resources of P50 million each; and

ii. Must have at least one (1) existing client commercial bank in the regular audit or in lieu thereof, the external
auditor and the auditor who will head the team must have at least five (5) years experience in bank audit.

SECTION 3. Pre-Qualification Requirements - The application of external auditor together with the
information/documents hereunder shall be submitted to the appropriate SES department thru the concerned bank
prior to engagement:

a. Notarized certification that the external auditor, partners, associates and the auditor-in-charge of the
engagement did not have or are committed to acquire any direct or material indirect financial interest in the bank
and their independence is not considered impaired under the circumstances specified in the Code of Professional
Ethics for Certified Public Accountants.

b. Notarized certification that the external auditor and the members of the audit team do not have /will not have
outstanding loans or any credit accommodations (except credit card obligations) with any bank to be
audited/being audited at the time of signing the engagement and during the engagement.

c. Notarized certification that the external auditor and members of the audit team shall adhere to the highest
standards of professional conduct, including integrity and objectivity.

d. List of existing corporate clients or in lieu thereof, a notarized certification that the firm or auditor has at least
twenty (20) corporate clients with resources of at least P50 million each.

e. Notarized certification that the external auditor has at least one existing client commercial bank in the regular
audit or in lieu thereof, a notarized certification that the external auditor and the auditor who will head the team
have at least five (5) years experience in bank audit.

f. Updated PRC license (for individual auditors)/ business license for partnership.

g. Notarized certification that the audit work will consider the BSP criteria for classifying accounts and setting-up
reserves as provided in the Manual of Regulations for Banks.

h. Copy of the proposed engagement contract between the bank and the external auditor.

i. Certification from the Professional Regulation Commission that it has no record of any case filed against the
external auditor and the members of the audit team.

An external auditor who has been selected by the BSP for a commercial bank is automatically qualified to audit
other banks. The BSP will circularize to all UBs and KBs the list of selected external auditors once a year. The
BSP, however, shall not be liable for any liability or loss that may arise from its selection of the external auditors
to be engaged by banks for regular audit or special engagements.

SECTION 4. Required Report - To enable the Bangko Sentrai to take timely and appropriate remedial action, the
bank engaging the services of an external auditor for a regular audit or special engagement shall include in every
contract of engagement the provision that the external auditor must report to the Bangko Sentral ng Pilipinas
within thirty (30) calendar days of discovery, during his audit field work, the following cases which may be
discovered based on generally accepted auditing standards:

a. Any material finding discovered during the period of audit involving fraud or dishonesty including cases that
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were resolved during the period of audit) which will reduce the capital funds of the bank by at least one percent
(1%);

b. Adjustments or potential losses the aggregate of which amounts to at least one per cent (1 %) of the capital
funds of the bank; and

c. Any finding to the effect that the total bank assets, on going concern basis, are no longer adequate to cover the
total claims of creditors.

The contract between the bank and the external auditor shall contain a provision that the disclosure of information
by the external auditor to the BSP shall not be a ground for civil, criminal, or disciplinary proceedings against the
auditor.

Bank management shall be informed of the adverse findings and the external auditor's report to the BSP shall
include bank management's explanation and/or corrective action. Bank management should be present in the
discussion of BSP and the external auditor regarding the findings in order to preserve the concerns of the
supervisory authority and external auditors regarding the confidentiality of information. The appropriate
department of the Bangko Sentral shall conduct the necessary investigation or special examination to substantiate
the report of the external auditor.

SECTION 5. Grounds for Delisting - External auditors shall be delisted from the list of BSP selected bank
external auditors under the following circumstances:

a. Failure to submit the required report under Section 4 of this Circular within the prescribed period;

b. Inability to follow or adopt the BSP standard for asset classification and setting-up of the required valuation
reserves;

c. Any willfull misrepresentation in the information/documents required under Sections 2 and 3; or

d. The external auditor commits an act discreditable to the profession as specified in the Code of Professional
Ethics for Certified Public Accountants.

It is understood that the above shall be the basis for delisting after the external auditor is given the opportunity to
be heard by the Monetary Board. Delisted external auditor may re-apply to audit banks after the period of
suspension imposed by the Monetary Board.

SECTION 6. Sanctions -The applicable sanctions/penalties under Sections 36 and 37 of Republic Act No. 7653
shall be imposed on the bank and the director (s) approving the hiring of external auditors who are not in the BSP
list of selected bank auditors.

SECTION 7. Effectivity Clause - This Circular shall take effect fifteen (15) days following its publication in the
Official Gazette and shall be applicable for audits to be conducted commencing the calendar/fiscal year 2000.

SECTION 8. Repealing Clause - This circular shall repeal BSP Circular No. 179 dated September 25, 1998.

Adopted: 25 May 2000

(SGD.) RAFAEL B. BUENAVENTURA
Governor

BATAS.org - Philippine Law Library SELECTION APPOINTMENT AND THE REPORTING REQUIREME...

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 3 of 4

Study hands-free: podcast-style lessons with read-along highlighting - batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library SELECTION APPOINTMENT AND THE REPORTING REQUIREME...

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 4 of 4

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org


