


September must be the busiest 
month in 2023 for at least 
three groups: those engaged in 

promoting peace in our country because 
it is the National Peace Consciousness 
Month; those involved in the marine and 
maritime industry because it is MANA 
Mo (Maritime and Archipelagic Nation 
Awareness Month); and those who are 
building our bamboo industry because it 
is the Philippine Bamboo Month.

For each of those important topics, a 
Presidential Proclamation (PP) officially 
declared September as the month for it: 
PP No. 675 for Peace Consciousness that 
Pres. Gloria Macapagal-Arroyo issued in 
2004, PP No. 316 for MANA Mo that Pres. 
Rodrigo Duterte issued in 2017 and PP 
No. 1401 that President Duterte issued 
in 2022.

A PP elicits public attention and 
positive actions on a topic. But I hope 
the authorities concerned will develop a 
better way of avoiding public confusion 
and competition in organizing activities 
that can contribute to the achievement of 
set goals for each of those topics.

Those three topics are all important 

for our sustainable development. I’ll try 
to capture the relationships among them 
this way: To progress, we must have 
peace within our land and with other 
countries—a responsibility to achieve by 
each one of us in our MAN or maritime and 
archipelagic nation that God has blessed 
with much natural capital, including 
our biodiverse marine resources and 
ubiquitous bamboo plants that we must 
properly value, conserve and sustainably 
use for our development.

Among the activities held in September, 
I will briefly discuss some points that 
we need to act on more quickly and 
effectively. On peace, Pres. Marcos 
started the celebration of our National 
Peace Consciousness Month with the 
declaration of Palawan as insurgency-free 
and the reiteration of his commitment to 
have “all armed conflict in our country to 
be resolved” during his term.

While we continue to make significant 
gains in addressing peace issues within 
our country, we now face the challenge 
of relating with China, the “hegemonic 
rogue state” in the South China Sea, 
as how retired Justice Antonio Carpio 
describes China’s behavior there at the 
Maritime League’s Conference-Exhibition 
on Sept. 8 at the SMX, Mall of Asia.

Pres. Marcos has talked about our 
position on this issue at regional and 
international meetings. But some leaders 
in our government are now expressing 
positions in local media that seem to 
conflict with what Mr. Marcos said. May 
we, thus, request our government to 
have a common position that is clearly 
understood and supported by all, 
especially by our government leaders 
first, so that we, in the private sector, 
will be guided well in also expressing our 
responsibility toward achieving peace 

“Linking peace, our ‘MANhood’ and 
bamboo” (from page 1)
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with other countries?

On the observance of MANA Mo 
and Bamboo Mo, the Bill on Philippine 
Ecosystem and Natural Capital Accounting 
System (Pencas), the subject of the 
Sept. 26 Senate plenary interpellation 
or dialogue, as Senator Koko Pimentel 
referred to it, is the important highlight 
of September that can affect both our 
being the MAN that is the center of 
marine biodiversity in the world and 
having bamboo plants around us.

The main author of the Pencas bill 
is indefatigable Senator Loren Legarda, 
whom a multidisciplinary team from our 
Climate Action and Sustainability Alliance 
or Casa (which has well-educated and 
experienced professionals on Pencas from 
the public and private sectors) assisted 
in updating and finalizing her original 
draft bill when she was still in Congress. 
The bill aims to develop an information 
system and accounting framework 
that recognize, measure and report on 
ecosystems (living things in each area 
and their interaction with each other and 
with other non-living environments) and 
the flows of services from them and from 
other natural capital stocks of renewable 
and non-renewable resources that benefit 
those who live on earth.

Requiring immediate attention and 
resource allocation are:

• Our marine biodiversity, as built 
structures, pollution and illegal 
activities adversely affect some of 
our water bodies, and;

• Our bamboo plants, some of which 
have been in our country before we 
were born and some planted by us, 
which we can use to address some 
crises that we now have, like that 

on food. They are priority subjects 
for the application of the Pencas Bill, 
which we hope will be passed as a 
law soon. Valued well, accounted 
and sustainably used, our biodiverse 
marine resources and bamboo 
plants can greatly contribute to our 
economic development.

On bamboo alone, we already have 
about 60 to 80 species that we need up-
to-date and comprehensive information 
and proper accounting systems for. 
We must have trained technical and 
creative personnel as well as research 
and development funds to support 
data gathering, valuation, accounting 
and product development for priority 
uses of bamboo—for food (for people 
and animals), energy (as renewable 
sources and potential substitute for 
coal), construction (for structures 
and furnishings), clothing material, 
accessories, tools and other applications 
where our natural creativity as a people 
can enable us to produce products that 
can serve our needs and improve our 
global competitiveness.

We hope those September celebrations 
and the approval of the Pencas Law soon 
will lead to more positive actions now 
and onwards. Our Casa and partners’ 
contribution will be a Bamboo-for-Food 
Program that we hope to start soon by 
using bamboo shoots, with a book that 
we invite you to join with your recipe for 
a delicious dish using easy-to-produce 
and nutritious bamboo shoots.

(This article reflects the personal opinion of 
the author and not the official stand of the 
Management Association of the Philippines 

or MAP. The author, a life member of MAP, is 
convenor-chair of Casa and board director of 

Asian Institute for Journalism & Communication, 
Asiapro Foundation, Business for Sustainable 

Development, Phil. Foundation for S&T, SEABED 
Inc., and TOWNS Foundation Feedback at map@

map.org.ph and drcoraclaudio@gmail.com.)
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Throughout my extensive career as an 
external auditor (including being the Head 
of the Audit and Assurance Division), I 

primarily viewed my role as that of a service 
provider. However, transitioning into a position 
on the Board of Directors with oversight 
responsibilities over external auditors, I am 
provided with a fresh perspective. I used to think 
that the audit would have been easier had the 
client been more cooperative and helpful.

Now, I recognize that a more collaborative 
and proactive approach from auditors can 
significantly contribute to a smoother audit 
process. The view is definitely different from the 
other side of the fence. This shift in viewpoint has 
led me to propose a fundamental re-evaluation 
of the traditional Audit Committee practices in 
the Philippines.

REASSESSING THE STATUS QUO: A CALL 
FOR EVALUATION

In the Philippines, the practice of audit 
committees proposing the re-appointment of 
existing external auditors, and stockholders 
routinely approving the proposal, has become 
customary. In recent years, however, there are 
increasing demands from investors, regulators, 
and other stakeholders, especially those from 
Western economies, for audit committees to 
take on a more proactive role in evaluating the 
performance of their external auditors. I propose 
that such evaluation be adopted locally.

This evaluation, ideally conducted on an 
annual basis, serves the dual purpose of 
enhancing audit quality and nurturing a robust 
auditor-client relationship through open and 

meaningful dialogue.

Assessment tools have been developed 
by different auditing firms and by different 
CPA organizations but almost all firms and 
organizations agree that the tool should cover 
the following areas:

1. the qualifications and performance of the 
external auditors (generally referring to 
the engagement team);

2. the audit firm’s quality processes and 
approaches (including Audit Quality 
Indicators or AQIs);

3. the interaction and communication 
between the auditors and the audit 
committee and company; and,

4. the independence, objectivity, and 
professional skepticism of the auditors.

QUALIFICATIONS AND PERFORMANCE
The engagement team, particularly the 

engagement partner, is the face of the audit firm 
to the audit committee/company. The quality 
of service and the sufficiency of resources 
provided by the engagement team will define the 
perception of the performance of the audit firm. 
Thus, in the evaluation process, questions like 
the following should be asked — Did the team 
possess the skills and expertise regarding the 
company’s industry and business? Did the team 
proactively identify the industry and business 
risks and make suggestions and insights to bear 
in the discussions with the audit committee? 
Did the team meet the committed deadline or 
proactively inform the audit committee why the 
deadline would not be met? Overall, did the team 
deliver value for money?

FIRM’S QUALITY PROCESSES
Having worked in one of the largest auditing 

firms in the country for over 30 years, I know 
that big firms have quality systems and processes 
in place. Generally, there are eight elements to 
quality processes of audit firms:

1. Leadership and Governance
2. Firms Risk Assessment Process
3. Ethics and Independence
4. Acceptance and Continuance Procedures
5. Resources
6. Engagement Performance
7. Information and Communication
8. Monitoring and Remediation

In some Western countries, audit firms 
prepare AQIs, more commonly referred to as 

“The secret sauce to profit”
(from page 1)
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Transparency Report, where they publish mainly 
the eight elements mentioned above as these 
apply to them. The AQIs, usually quantitative, 
include average partner load, staff oversight 
(i.e., ratio of partner to managers and staff), 
average years of experience per level, training 
hours, turnover rate, etc. and could also include 
qualitative like the academic qualifications and 
professional affiliations of the leaders of the firm, 
results of internal and external inspections, etc. 
These AQIs/Transparency Reports are used by 
audit committees as part of their evaluation of 
their auditors.

In the evaluation of the external auditors at a 
firm level, questions should be raised, like — How 
is the firm perceived in the business community? 
How are they perceived in the professional 
community where they belong? Which companies 
are engaging them?

Recently, the Securities and Exchange 
Commission (SEC) has been engaging different 
stakeholders (primarily audit committees and 
audit firms) about the implementation of AQIs 
on audits of publicly listed companies. While 
these large audit firms have the quality systems 
in place, they still need to set up a separate 
monitoring system for these indicators.

COMMUNICATION AND INTERACTION
There are several touchpoints during the 

engagement of an auditor — from planning 
meetings (where there are items required 
to be discussed with management and audit 
committee), to sudden meetings to discuss issues 
arising or noted during the audit, to finalization 
meetings (before the financial statements are 
finalized) and summary meetings (post audit) to 
discuss comments noted during the audit.

The timing and quality of communication is 
important in measuring the performance of the 
auditors. Are they proactive — are expected 
issues (say, arising from changes in standards 
effective in the coming year/s) and likely impact 
to the company communicated and explained 
to management and audit committee? Are 
items or circumstances that might prevent the 
company from meeting the regulatory deadline 
communicated in a timely manner? Are emerging 
trends (like ESG, cybersecurity, AI) included in 
the meetings with top management?

INDEPENDENCE, OBJECTIVITY, AND 
SKEPTICISM

The audit profession has identified the threats 
to independence — self-interest, self-review, 
familiarity, intimidation, and advocacy — and 
has also identified mitigating controls (or in 
extreme cases, avoidance or cessation). Indeed, 
the external auditors must be likened to Caesar’s 
wife: to be above suspicion.

The audit committee’s interaction with the 
auditors during the audit provides a window where 
independence and objectivity can be observed. 
Did the auditors explicitly state to the audit 
committee their independence to take on the 
engagement (as part of required communication 
to the client)? Was there an evident objectivity 
when they evaluated items subject to judgements 
and estimates (e.g., actively challenging some 
assumptions of management)? Did the auditors 
evaluate the adoption of accounting standards 
and assess its propriety over an alternative 
accounting treatment?

UTILIZING ASSESSMENT TOOLS: A PATH 
FORWARD

Incorporating assessment tools into the 
evaluation process can effectively measure 
auditors’ strengths and identify areas for 
improvement. These tools provide audit 
committees with a structured framework to 
engage in informed discussions regarding 
auditors’ performance. By openly sharing the 
results of these assessments, audit committees 
can foster better coordination and elevate the 
overall quality of audits.

CONCLUSION
As the dynamics of audit oversight evolve, it is 

imperative for audit committees in the Philippines 
to embrace a more proactive and comprehensive 
approach. By undertaking rigorous evaluations, 
grounded in key performance areas and 
supported by assessment tools, audit committees 
can wield their oversight responsibility to their 
fullest potential. This transformation promises 
to elevate audit quality, enhance auditor-client 
relationships, and ultimately reinforce the 
integrity of financial reporting in the business 
landscape.
 

Jessie C. Carpio is a member of Boards of 
Directors with some oversight over external 
auditors. He sits on the Boards of some US 

subsidiaries in the Philippines. He was the head 
of audit and assurance of one of the top auditing 

firms in the country prior to his retirement.

map@map.org.ph
jccarpio627@gmail.com
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