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It is with much pride and pleasure that we at
Punongbayan & Araullo (P&A) issue our Transparency
Report 2008. We believe this is the first of its kind to
be published in the Philippines and shared with the
public.

Similar to an annual report, a transparency report is a
disclosure of an organization’s business and financial
standing. But unlike the former, this report is not
required documentation. We prepared this
Transparency Report purely in the spirit of openness.
We recognize that our clients and the community we
serve have the right to be informed of our financial
performance and the way we conduct our business,
especially with regard to our most recent fiscal year,
which ended on June 30, 2008 (FY2008).

Operating per formance
P&A’s revenue in FY2008 reached P456.6 million,
from P411.4 million in FY2007. That translates to an
increase of 11%. The growth during the first half of
the fiscal year was actually more robust than what the
annual growth rate of 11% indicates, but the upward
trend tapered down in the second half as a result of
the worldwide business slowdown that occurred
during this period.

On the average, revenue growth during the past four
years has been good, averaging 15.5% a year. As a
result, we have more than fully recovered from the
revenue decline that we experienced for two successive
years after we separated from our previous
international affiliate, Ernst & Young, in 2002. This
separation followed the decision of the P&A partners
not to merge with another Philippine accounting firm
that Ernst & Young wanted to include in its network
after the implosion of Andersen Worldwide that same
year.

Foreword

Practice strategy
Since it was founded 20 years ago, P&A has competed
vigorously with the leading accounting firms in the
Philippines in all professional service lines. Its practice
strategy touches on several important areas, but at the
core of this strategy is a focus on two vital elements:
competence and responsiveness.

When providing professional services to clients,
regardless of size or industry, we make certain that we
maintain – if not improve – our professional
competence and that we observe responsiveness
throughout every engagement.

Transparency report 2008 1

��������	


�����
��	


�����
��	


�����
��	


�����
��	


����

����

����

����

����



In line with this focus, we look at our people as the
driving force and lifeblood of our practice. For this
reason, we continually invest significant amounts of
money in recruiting the best talents and providing
them with the training and development needed at
every stage of their career to make them outstanding
professionals.

Early in our practice, we made a commitment to have
a competitive edge in the use of technology in our
professional practice. To this end, we make significant
investments annually for the upkeep and improvement
of  our technological assets and know-how, which is
why we continue to enjoy an edge in this regard.

Believing that leadership is not equated with size, P&A
has also made it a point to take a strong leadership role
in the Philippine accounting profession. P&A
demonstrates this leadership, and makes its voice
heard, in various ways:  The partners regularly
comment on significant issues by writing newspaper
articles and taking on speaking engagements. The
Firm publishes books and other materials related to its
expertise and in support of  its core values. Moreover,
several P&A partners are active in professional and
civic organizations, with some occupying leadership
posts. The publication of this Transparency Report is
yet another demonstration of our commitment to be a
leader in our profession.
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Professional activities

Ben Punongbayan
Current Chairman, Auditing and Assurance Standards Council
Past President, Philippine Institute of CPAs (1993)
Past President, Association of CPAs in Public Practice (1999 and 2000)

Greg Navarro
Past President, Association of CPAs in Public Practice (2005)

Lily Linsangan
Past President, Institute of Internal Auditors (2003)

Dick Du-Baladad
Past President, Tax Management Association of the Philippines (2005)



International af filiation
In developing its professional practice, P&A works
hand in hand with Grant Thornton International,
within which P&A has been a member firm since
2003.

Grant Thornton International is one of the world’s
leading organizations of independently owned and
managed accounting and consulting firms that aim to
deliver high-quality, personalized service to their
clients, a commitment that P&A strongly shares.

Transpar ency
In the succeeding pages, we share significant
developments in our practice and give you a clear
picture of how we conduct our business. This kind of
openness is in line with the stated policy of Grant
Thornton International, and, we believe, demonstrates
to our clients, the regulators, and the wider public that
P&A is a firm in which they can continue to have trust
and confidence.

Ben Punongbayan
Chairman

Transparency report 2008 3



(Peso amounts in millions)

Financial information

Notes:

1 Fee income is recognized on accrual basis, which includes
unbilled work

2 Includes Business Risk Services (mainly internal audit
services) and Transaction Advisory Services

3  Consists of both consulting and compliance work

4 Mainly accounting and payroll preparation services

5 Includes cost of improvements of an office in a new location

Firm-wide revenue 1 456.6 +11% 411.4 +18% 349.1 +21% 288.8 +12% 257.0

Revenue by service line

      Audit and assurance 2 284.3   +6% 269.1 +15% 234.9 +23% 190.6   +6% 180.5

      Tax 3 102.4 +14% 89.8 +24% 72.4 +14% 63.2 +33% 47.6

      Business support (Outsourcing) 4 69.9 +33% 52.5 +26%      41.8 +20% 35.0 +21% 28.9

Capital expenditures,
mainly in technology
hardware and software     43.9 5 30.7 19.6 21.9 23.6

Personnel, at peak level    605    547    538    452     421

Partners      19      17      16      16       15

Number of office locations        5        4        4        4         4

                              Fiscal Y ear Ended June 30

  2008   2007               2006   2005   2004
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P&A operates as a professional partnership and is duly
registered as such with the Philippine Securities and
Exchange Commission. Its Articles of Partnership are
on file with the Commission.

All P&A partners are equity partners. When admitted,
new partners put in the Firm their required capital. To
help new partners meet this capital requirement, the
Firm assists them in sourcing loan funds for this
purpose and, in some cases, helps them with their cash
flow requirements during their first year as partners.

The Firm’s annual net income is fully allocated among
the partners based on a system called unit participation,
which is similar in its mechanics to shares of stock in a
corporation.

The Firm observes a conservative system of cash
distribution to partners.  As much as possible, cash
distribution is based on cash-basis net income.  As
such, any undistributed amount from the accrual-basis
net income is retained in the business as credits to the
partners and, in effect, form part of  their capital. In
this manner, the Firm’s financial position is kept on a
healthy level at all times.

Legal structure and ownership

The participating units of each partner are adjusted
every year based on performance, with maximum
limits established for the participating units of the
Firm’s leaders. Under this system, a new partner
improves his or her profit allocation steadily over time.

All the Firm’s business units operate within the
Partnership; presently, no Firm business is conducted
under a corporate entity. The Firm maintains a
business relationship with a small law practice that
handles tax litigation services for non-audit clients.
Due care is taken to make sure that the handling of
such cases does not pose a conflict of interest with
any of P&A’s professional work.

Professional accounting practice is a seasonal business
and much of the cash flow comes in during the first
half of  the calendar year. Thus, during the “off
season,”  the Firm borrows funds from financial
institutions where the Firm does not have any conflict
of  interest and with whom the Firm maintains good
relationships. Bank borrowings during the “off
season” are all fully paid by the middle of the calendar
year.

The Firm sees to it that it is adequately capitalized at
all times and observes prudence in its financial
practices.
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The governance and management of P&A and the
definitions of the relationship among P&A partners
are provided in a legal document called Internal
Regulations. This document is similar to the by-laws of
a corporate entity and is approved and accepted by all
partners. New partners are required to acknowledge
that the provisions of this document are binding to
them before they are admitted into the partnership.

The Founder of the Firm, Ben Punongbayan, is
currently the Chairman of the Firm.

The Firm’s Managing Partner and Chief Executive
Officer is Greg Navarro, who has held this post since
FY2007.

The top leaders of the Firm are elected by the
partners and have fixed terms. Reelection is allowed
but term limits are provided.

Currently, all partners are members of the Board of
Partners. The Board meets monthly to discuss the
Firm’s operating performance and other issues
affecting the practice.

There is also a Management Committee that meets
weekly to discuss day-to-day activities and issues. The
Management Committee is chaired by the Managing
Partner and CEO.

Governance and management

The annual adjustments of the income allocation of
all partners are done on the basis of partner income
allocation policies adopted by the partners. The
responsibility for making the annual adjustment is
carried out by a designated committee — the Partners
Income Committee. This committee is chaired by the
Managing Partner and CEO when the adjustments for
all partners other than himself are taken up. When his
own adjustment is discussed, he leaves the meeting
and another member of the committee is designated
chairman for that purpose.

In line with good governance practices, the Firm has
an Audit Committee, the chairman and members of
which are elected by the partners on a fixed term.

P&A’s governance and management structure is
reviewed regularly to make sure that the Firm has the
appropriate and relevant structure needed to
successfully carry out its short-term and long-term
objectives and vision.

Audit Committee

Jessie Carpio, Chairman

Francis Albalate, Member

Marivic Españo, Member
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Greg Navarr o
Managing Partner & CEO

Management Committee

Greg Navarro, Chairman

Ben Punongbayan, Founder

Dick Du-Baladad, Tax

Jun Cuaresma, Audit

Dally Duque, Audit

Marivic Españo, Tax

Lily Linsangan, Audit

Ester Punongbayan, Business support (Outsourcing)



P&A recognizes that it has a social responsibility,
especially considering the current state of our country
where so many of our fellow Filipinos are struggling
just to meet their most basic needs. On their own,
P&A personnel have also taken the initiative of
helping communities in need. In order to maximize
resources and efforts, the philanthropic work of the
Firm and its personnel are coordinated through the
P&A Foundation.

P&A is also a member of the Philippine Business for
Social Progress (PBSP) and as such, contributes a
portion of its net income to PBSP.

P&A Foundation
P&A established the P&A Foundation in 2003 to
serve as a vehicle for implementing the Firm’s social
responsibility programs. Presently, the P&A
Foundation is exclusively funded by the Firm, its
partners, and the staff.

Education is a primary focus of the P&A Foundation,
which currently provides scholarships to deserving
students, grants to professors of accounting, subsidies
to college graduates reviewing for their CPA
examinations, and professorial chair grants for
auditing and accounting studies.

Also in 2003, P&A personnel mobilized to create their
own group through which they could better initiate
and manage charitable activities. The group is called
PAUSE, or P&A-for-a-Cause. Under this program,
staff  members of P&A pledge an amount equivalent
to a specified number of hours of their compensation
as contribution to a fund. The total amount
contributed by the staff  members is then matched by
the P&A Partners.

Social responsibility
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Since it was launched, PAUSE has substantially
expanded the scope of its activities, which are carried
out under the auspices of the P&A Foundation.
Several of its projects involve health and nutrition,
shelter and infrastructure, livelihood and enterprise
development, sustainable development of the
environment, education and youth development, and
gender and human development. PAUSE has
sponsored feeding programs, distributed textbooks
and other educational materials, conducted medical
missions for children, and rehabilitated a pediatric unit
of  a hospital. PAUSE has also helped build houses
through Habitat for Humanity; fulfilled wish-lists of
various orphanages for equipment, beddings, clothing,
and other needs; rehabilitated public school rooms;
and sponsored special education programs. Most of
these projects are done in coordination with various
government and private voluntary organizations such
as the Department of Social Welfare and
Development, the Don Bosco Foundation, the
Leukemic Indigents Fund Endowment (LIFE), PBSP,
Ospital ng Maynila, and many others.

In 2007, the P&A Foundation, in cooperation with the
Financial Executives Institute of the Philippines
(FINEX), published “The Power to Govern” as part of
the Foundations’ efforts to spread the word on good
corporate governance. The book was launched early in
2008 and copies were distributed free of charge to the
libraries of various business schools in the country.

P&A website and publications
To help clients, accounting practitioners, the academic
community, regulators and researchers, the P&A
website features accounting and auditing alerts, model
financial statements compliant with International
Financial Reporting Standards (IFRS), and current hot
topics in the profession. P&A has also released a series
of publications: on the implications of the adoption of
IFRS in the Philippines; on the differences between tax
and financial reporting following the adoption of new
accounting standards; on the tax practices governing
financial institutions in the Philippines; and the
National Internal Revenue Code of 1997. All of  these
have been welcomed by the business community and
the regulators as excellent reference materials for their
research and studies.
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As mentioned earlier, P&A considers its people as the
driving force and lifeblood of its practice. For this
reason, P&A exerts its best efforts to recruit the best
available talents, train and develop them, and enable
them to provide high-quality professional services to
the Firm’s clients.

Recruitment
For a firm that is relatively young by industry
standards—the oldest accounting firm in the country
is 86 years old—P&A’s personalized brand of
recruitment has enabled it to get its fair share of
outstanding graduates through the years, allowing it to
keep pace with much older competitors.

As part of  its long-established recruitment policies,
P&A looks for candidates with good interpersonal
skills (evidenced by a good record of leading various
organizations while studying), an analytical and logical
mind, sound judgment, and a keen interest in a long-
term career with the Firm, to the extent that these
qualities could be assessed during the recruitment
process.

Above-average technical aptitude—evidenced by
academic records and ratings in the national CPA
licensure examinations—also counts heavily. In only
20 years, P&A has hired 233 topnotchers in the
national CPA examinations—109 among those in the
top ten and 124 among the 11th to 20th. Among these
topnotchers are five who obtained the No. 1 position,
including Boyet Murcia, currently P&A’s youngest
partner.

Quality people

Partners and managers in the practice divisions play an
active role in recruitment activities. Many of them
attend campus activities, such as faculty and student
seminars and forums, to share their professional
expertise as resource persons, thus helping sustain the
positive reputation that P&A has established in the
academic community. They also do the final interview
of  short-listed candidates, endorsing to HR those who
are found most qualified for the positions available.

Continuing education
After hiring quality people, P&A prepares for them—
from the junior staff  to the partners—a series of
training programs designed for their continuing
professional education and personal development.

To ensure proper monitoring of the Firm’s various
training programs, P&A’s HR Division has a full-time
training administration team led by a highly
experienced training specialist who is also a skilled
seminar leader in the fields of interaction
management and leadership skills enhancement.

Each staff  member sits for an average of 180 hours
(about 22 days) of training per year. The Firm’s
operating units design the different training programs;
part of  the core program are people-and-task-
management workshops that are developed and
conducted by HR’s training team and a few, select
outside consultants.
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Both as a means to develop the leadership skills of
high-potential people and to ensure that valuable
engagement experience is passed on to younger staff,
P&A taps operations personnel who have an aptitude
for teaching and groom them to become training
leaders.

Early in its existence, P&A started an intensive, three-
level English improvement course on organizing and
writing skills available to all staff  and handled by
experienced English teachers. This course is
supplemented by an eight-session creative writing class
(designed and conducted by a writer-consultant),
which is offered to selected partners and managers.

To broaden their expertise in various industries or
functional areas, selected personnel also participate in
specialized seminars organized by Grant Thornton
International and held in countries like China
(including Hong Kong), Malaysia, Singapore, Thailand,
Vietnam, the United Kingdom, and the United States.

Scholarships and secondments are also an integral part
of  P&A’s continuing education program.  Launched
during P&A’s first year of operations, the secondment
program allows selected P&A staff  to work at other
Grant Thornton member firms, principally in the
United States, for a period of 18 months.  This
secondment program is part of  the growth path of
senior staff  members to prepare them for leadership
roles in the Firm.

The firm regularly sponsors selected staff  and
managers as scholars in full-time Master of Business
Administration (MBA) and Master of Management
(MM) programs at the Asian Institute of Management.
The two-year MBA program includes international
exchange components in partnership with universities
in Europe and North America. Two P&A scholars
have so far been sent to institutions such as
Dartmouth College and Hautes Etudes Commerciales
(Paris) as exchange students.

To date, P&A has sponsored 20 full-time scholars at
AIM, six of whom are now partners of the Firm.
P&A’s scholars at AIM also get the chance to sit for
the preparatory courses for the Chartered Financial
Analyst licensure examinations.

The Firm also sponsors staff  members who sit for
international certification examinations such as the
Certif ied Internal Auditor (CIA) and Certification in
Control Self-Assessment (CCSA) examinations of the
Institute of Internal Auditors (IIA); the Certif ied
Information Systems Auditor (CISA) examinations of
the Information Systems Audit and Control
Association; and the Certified Fraud Examiner (CFE)
examinations of the Association of CFEs.

P&A staff  members who have passed the CIA
examinations include five whose ratings were among
the 25 highest in their batch, and two who were
awarded the William S. Smith Gold Medal for
obtaining the highest overall rating worldwide.
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Partners’ attendance in P&A-suppor ted
programs

Greg Navarr o
Senior Executive Program
Columbia University Graduate School of
Business, 2003

Management Development Program
Kellogg School of Management,
Northwestern University, 1992

Francis Albalate
Pacific Rim Bankers Program
University of Washington, 2006

International Partners’ Development Programme
(London, Brussels, North Carolina)
Grant Thornton International, 2006

Master in Business Management
Asian Institute of Management (AIM), 1997

Jessie Carpio
Executive Development Program
University of Chicago Graduate School
of Business, 2008

Master in Management
AIM, 1994

Mabel Comedia
Master in Management
AIM, 2007

Jun Cuaresma
Pacific Rim Bankers Program
University of Washington, 2007

Master in Management
AIM, 1993

Fulvs Dawilan
International Partners’ Development Programme
(London, Brussels, North Carolina)
Grant Thornton International, 2007

Dick Du-Baladad
Executive Development Program
Wharton School of Business,
University of Pennsylvania, 2007

Top Management Program
AIM, 2003

Dally Duque
Top Management Program
AIM, 2003

Marivic Españo
Strategic Leadership Training
Harvard Business School, 2000

Top Management Program
AIM, 1999

Lily Linsangan
Senior Executive Program
Kellogg School of Management,
Northwestern University, 2000

Boyet Mur cia
Master of Business Administration
AIM/Dartmouth College, 2004

Juancho Robles
Master in Management
AIM, 2004

Ben Valdez
Pacific Rim Bankers Program
University of Washington, 2008



To provide reasonable assurance that professional
engagements are carried out in accordance with
existing professional standards and P&A professional
practice policies and procedures, appropriate
methodologies are provided and prescribed in the
conduct of engagements across all service lines. These
established methodologies are revised from time to
time to make sure they remain effective and relevant
to changing professional service requirements.

Audit and assurance services
The Head of the Audit and Assurance Division, Jun
Cuaresma, directs the implementation of the strategy
of  each assurance group in providing these services:
external audits and specialist advisory services. The
latter are further categorized under business risk
services and transaction advisory services.

Practice methodologies

Exter nal audits

P&A uses Horizon, the global computer-based audit
methodology of Grant Thornton International, for
planning, performing and documenting the audits of
both publicly- and privately-held businesses. Horizon
is compliant with the Philippine Standards on
Auditing, which were adopted by the Auditing and
Assurance Standards Council from international
auditing standards. It is supported by technology-
based analytical tools and techniques that allow, among
other things, the efficient preparation and organization
of  audit workpapers and other documentation,
continuous sharing of information and ideas among
team members, easy access to technical support and
guidance materials, and effective use of a range of
sophisticated tools to capture data and apply relevant
analytical audit techniques. The result is an effective
and efficient audit.

The audit methodology requires a top-down, risk-
based approach. Risks that may affect the financial
statements are identified and assessed using the audit
team’s knowledge of the client’s business, governance
structure and internal control system. The audit
approach and procedures are then customized to
respond to identified risks, allowing the audit team to
concentrate on areas where clients are deemed
vulnerable.
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Partner and Division Head, Audit & Assurance



Also supporting the audit methodology are manuals
that include policies and procedures pertaining to
accounting and auditing matters, ethics and
independence, and quality control.

The Firm’s Technical Group assists the Division Head
in making sure that the audit methodology and tools
are properly and consistently applied in all audit
engagements. The Training Group, in coordination
with the Technical Group, ensures that training
programs related to the audit methodology and tools
are rigorous and consistent.

Specialist ad visor y ser vices

The two groups that deliver specialist advisory
services – the Business Risk Services (BRS) Group
and the Transaction Advisory Services (TAS) Group –
follow methodologies that each group has adopted
based on the manual for specialist advisory services
prepared by Grant Thornton International. The
methodology covers general and specific risk
management procedures for individual service lines
and provides guides for conducting assignments,
including job administration. Each Group, however,
customizes the methodology to include procedures
that they believe are important in successfully
completing local engagements, and in consideration of
local regulatory requirements relating to the services
provided.

In the case of the BRS Group, its service delivery
process is supported by an automated tool, the
Explorer, which provides a roadmap in conducting and
documenting engagements.

The service lines offered by the two Groups passed
through the authorization process of Grant Thornton
International, which evaluates a member firm’s
competence, skills and experience before giving it the
go-signal to provide certain specialist advisory
services. The authorization is reviewed annually
through a performance review process.

Transparency report 2008 13



14 Transparency report 2008

Tax ser vices
The Head of the Tax Division, Dick Du-Baladad,
directs the implementation of the strategy for the tax
practice. A Tax Practice Manual has been adopted to
incorporate the policies and procedures that are
followed in undertaking tax engagements. Databases
on tax laws, rules and regulations, rulings and other
relevant information are acquired or developed to
provide staff  easy access to required facts. The
Division also maintains electronic databases of the
best practices from among the tax studies and reports
issued by the Division; these are regularly updated to
ensure consistent and prompt response to clients’
issues. Tax partners participate in all engagements by
monitoring and supervising the engagement teams and
reviewing their work. This guarantees the delivery of
reliable reports to clients.

In providing tax services, the Division also complies
with the requirements of the Firm’s ethics and quality
control manual, as well as local regulatory rules. Grant
Thornton International has also prepared a global tax
manual that includes standards for the provision of
tax services within and between member firms.

Regular in-house training programs are provided to
make sure Tax staff  are kept abreast of new tax
developments. Tax partners and managers attend
international tax conferences sponsored by Grant
Thornton International that serve as venues for the
exchange of knowledge and best practices among
member firms’ personnel.

In undertaking tax engagements, the use of IT
resources is maximized, to the extent possible, to
ensure quality and expedient delivery of services to
clients.

Business suppor t ser vices (Outsour cing)
The Head of the Business Support Services (BSS),
Ester Punongbayan, directs the strategy and the
service delivery process used by the business process
outsourcing division of the Firm. BSS has adopted
accounting and payroll preparation manuals that
include policies and procedures covering delivery of
accounting and payroll outsourcing services to clients.
In addition to these manuals, state-of-the-art software
tools are acquired or developed to make sure the
division can efficiently plan, perform and document
outsourcing work.

The Head of BSS ensures that appropriate training
programs are provided to BSS personnel relating to
methodology and tools, as well as skills development.



Through its membership within Grant Thornton
International, the Firm is assured of access at all times
to state-of-the-art systems and technology in
professional practice. This includes practice
methodologies, computerized practice aids and tools,
training materials and knowledge databases. All these
serve to enhance the quality of the Firm’s human and
material resources and, consequently, the quality of its
professional service to clients.

Audit and assurance services
P&A has established and documented a quality control
system that provides reasonable assurance that the
Firm and its personnel comply with professional
standards, regulatory and legal requirements, and
policies and procedures established by Grant
Thornton International, and that ensures that reports
issued by the Firm are appropriate to the
circumstances specific to each engagement.

The Firm’s quality control system is compliant with
the Philippine Standard on Quality Control (PSQC) 1,
Quality Control for Firms that Perform Audits and Reviews of
Historical Financial Information, and Other Assurance and
Related Services Engagements. It includes policies and
procedures addressing each of the following elements:

· Leadership responsibilities for maintaining or
improving quality within the Firm

· Ethical requirements
· Acceptance and continuance of client

relationships and specific engagements
· Human resources

· Engagement performance, including consultation
· Monitoring

An important element of the quality control system is
a monitoring process that gives the Firm reasonable
assurance that its system of quality control is
operating effectively. This monitoring process includes
the following components:

· Internal quality control review (IQCR) program -
In compliance with PSQC 1, an IQCR review is
performed annually by designated audit partners
and managers of the Firm where auditors’
reports, workpapers and other documentation
prepared for selected engagements are reviewed
after the issuance of the auditors’ report.
Compliance with quality control policies and
procedures and ethical and independence
standards is also evaluated as part of  the review.

· Grant Thornton International Audit Review
(GTAR) program - This is a worldwide inspection
process where audit partners and managers from
other Grant Thornton International member
firms review the auditors’ reports and
documentation prepared for selected
engagements of the Firm. The Firm’s compliance
with professional standards, ethical and
independence standards, and Grant Thornton
International polices and procedures are also
reviewed during a GTAR, which happens every
two years.

Quality control systems
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· Action plan reviews - These are follow-up visits
by the GTAR team to review the implementation
of  recommendations made during the GTAR
inspection process for the improvement of the
Firm’s overall system of quality control.

Both the BRS Group and the TAS Group also
implement quality control procedures that are in line
with the quality control system for audit engagements
and that include scheduled engagement inspections.

Tax ser vices
The Tax Division has adopted policies and procedures
for delivery of tax services to clients.  An important
aspect of these policies and procedures is monitoring
and supervision by tax partners of all engagements—
from planning to discussion, to submission of
deliverables to the client. Mechanisms are also set up
for regular consultations among team members and
discussion of issues with a Tax partner or other
partners or experts in the Firm, as necessary.

As part of  its monitoring process, the Division
conducts an annual post-review of selected
engagements from the different tax service lines to
evaluate the technical aspect of the engagement and
the level of compliance of the engagement team with
regard to applicable Firm policies and procedures.

Under the worldwide tax practice policy of Grant
Thornton International, the Division is also required
to undergo a periodic review conducted by a team of
representatives from the tax practice of other member
firms within the network. The review team considers
different areas of the Firm’s tax practice: practice
resources, engagement procedures and policies,
professional staff  training and development, risk
management and client service delivery. Sample tax
engagements are also reviewed to ascertain compliance
with the policies of Grant Thornton International and
the Firm. Recommendations of the review team,
which may include best practices in other member
firms, are then considered for the improvement of
P&A’s tax practice.

Business suppor t ser vices (Outsour cing)
Quality control processes are in place to ensure
efficiency in the delivery of quality BSS services. BSS
personnel are guided on the design and
implementation of quality control procedures to
support the Division’s compliance with Firm policies
and requirements.

Since tax rules and regulations have a major impact on
BSS clients, the Division has created a unit that
conducts periodic tax compliance reviews of clients’
filings with tax and other regulatory agencies.

In addition, the internal control processes of BSS have
been subjected to audits by third parties, as required
by some of its multinational clients in compliance with
applicable U.S. or international auditing standards. The
Division has passed such audits.



In line with the accounting profession’s code of ethics
and the requirements of regulatory bodies, P&A has
developed risk management policies and processes
that the Firm believes will adequately deal with
independence and conflicts-of-interest issues.
Additionally, these risk management policies and
processes also deal with the mitigation of risk in client
acceptance and continuance. The development and
implementation of these policies and processes are
coordinated with Grant Thornton International.

Risk management appr oach
The Firm’s Management Committee is primarily
responsible for managing and mitigating inherent and
emerging business risks. A designated Risk
Management Partner is also assigned to manage
operational risks relating to compliance with
independence practices. Currently, the Firm’s Risk
Management Partner is Juancho Robles.

Ethics and quality contr ol
P&A has multiple layers of controls designed to
monitor compliance with risk management and
independence policies. All professional practice
personnel are required to confirm, on an annual basis,
that they have complied with the Firm’s ethics, quality
control and risk management procedures, and that
they have not engaged in conflict-of-interests and
prohibited transactions. The Firm has also adopted an
Ethics and Quality Control Manual that complies with
the International Federation of Accountants’ (IFAC)
Code of Ethics and the International Standard on
Quality Control (ISQC) 1, or local requirements if

these are stricter. The adoption of the manual ensures
that Firm personnel comply with professional
standards and regulatory requirements, and that
reports issued by the Firm’s engagement partners are
appropriate to the circumstances surrounding each
engagement.

Client acceptance and r elationship checking
The Firm strongly espouses integrity in all its dealings.
To minimize risks, the Firm routinely conducts client
acceptance assessments of prospective clients. Formal
processes are also in place to ensure that Firm
personnel do not have any client relationships that
could potentially impair independence. At the local
level, for all new engagements, the Firm conducts
conflicts-of-interest checking of all its partners and
managerial personnel. An automated database system
is maintained to identify and monitor relationships
with prospective clients. The Firm also follows Grant
Thornton International’s standardized approach for
conducting relationship checks if the prospective
client has international operations.

Risk management and
independence practices

Ester Punongbayan
Partner and Division Head, Business Support Services (Outsourcing)
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Global independence system
To comply with global independence requirements, the
Firm’s partners and managers are provided on-line
access to the Global Independence System (GIS),
which is Grant Thornton International’s automated
solution to assist member firms in the identification
and management of potential independence threats
arising from direct or indirect financial interests. The
GIS is also designed to automatically alert the Firm’s
Risk Management Partner and the affected Firm
personnel in the event of an independence threat or
violation.

Ethics hotline
In line with the Firm’s policy on transparency, P&A
engaged an internet-based ethics hotline service
provider for anonymous reporting of violations of the
Firm’s policies by any one in the Firm. The P&A
Ethics Hotline is a flexible and confidential reporting
tool that is also used to address issues like fraud,
abuse, and misconduct in the workplace, while

cultivating a positive work environment. Access to the
ethics hotline is available to all Firm personnel, to
staff  from other Grant Thornton member firms, as
well as to clients, suppliers and other parties who have
a working relationship with P&A. The ethics hotline
can be accessed directly through a link at the Firm’s
website – www.punongbayan-araullo.com.
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Joe Araullo
Chairman Emeritus

About P&A

Punongbayan & Araullo was founded in 1988
by two prominent leaders in the accounting
profession in the Philippines: Ben
Punongbayan and Joe Araullo. It is currently
one of the largest accounting firms in the
country, with two offices in Makati and one
office each in Cebu, Davao and Cavite.

P&A, which now has a nearly 600-strong
personnel complement, began as a small
practice but quickly got to be known as “the
little Firm that could.” It started out with only
eight people – seven certified public
accountants and a secretary. But within its
first few years of operations, P&A landed “big
ticket” engagements such as major govern-
ment privatizations and initial public offerings
of local companies. This allowed the Firm to
grow rapidly and make a name for itself in the
local business community. It was the first
time a start-up was able to challenge the big
accounting firms.

In 2003, P&A was admitted as a member firm
of Grant Thornton International after it
separated from its previous affiliation. As of
the latest count, the Firm is one of 93
member firms in the Grant Thornton network,
which spans over 100 countries worldwide.

Adhering to bedrock values of integrity,
quality and excellence, P&A continues to
deliver audit, tax, business advisory and
business support services to prestigious
clients and — as a responsible corporate
citizen — to serve the business community.



Grant Thornton International firms wordwide Antilles* Finland Kuwait Russia
Argentina France Latvia* Saudi Arabia
Armenia Gabon* Lebanon Serbia*
Australia Germany Liechtenstein* Singapore
Austria Ghana* Luxembourg Slovak Republic
Bahamas Gibraltar Macedonia Slovenia
Bahrain Greece Malaysia South Africa
Belgium Guam Malta Spain
Bermuda* Guatemala Mauritius Sri Lanka*
Botswana Guyana* Mexico Sweden
Brazil Honduras Morocco Switzerland
Bulgaria Hong Kong Mozambique Taiwan
Cambodia Hungary Namibia Thailand
Canada Iceland Netherlands Tunisia
Cayman Islands India New Zealand Turkey
Channel Islands Indonesia Nicaragua Turks and Caicos*
Chile Iran* Nigeria* Uganda
China Ireland Norway Ukraine
Colombia Isle of Man Oman United Arab Emirates
Costa Rica Israel Pakistan United Kingdom
Croatia Italy Panama United States
Cyprus Jamaica Philippines Uruguay
Czech Republic Japan Poland Venezuela
Denmark Jordan Portugal Vietnam

This list represents the countries and territories where Dominican Republic Kenya Puerto Rico Yemen
Grant Thornton International member and correspondent* Egypt Korea Qatar Zambia
firms currently have operations. May 2008. El Salvador Kosovo Romania*

*For a detailed explanation of the differences between
correspondent and member firms, please visit www.gti.org.

Grant Thornton International
firms worldwide
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Contacts

If  you would like to know more about
Punongbayan & Araullo or how we can be of
assistance to you, please contact any of our
partners. Alternatively, you may visit our website
at www.punongbayan-araullo.com

Ben Punongbayan
Chairman
T +63 2 887-9400

+63 2 886-5511 loc.700
F +63 2 886-5506
E Ben.Punongbayan@pna.ph

Greg Navarr o
Managing Partner & CEO
T +63 2 887-9426

+63 2 886-5511 loc.300
F +63 2 886-5506
E Greg.Navarro@pna.ph

Jun Cuaresma
Division Head, Audit & Assurance
T +63 2 887-9405

+63 2 886-5511 loc.220
F +63 2 886-6019
E Jun.Cuaresma@pna.ph

Dick Du-Baladad
Division Head, Tax Advisory & Compliance
T +63 2 887-9472

+63 2 886-5511 loc.530
F +63 2 886-5511 loc 606
E Benedicta.Du-Baladad@pna.ph

Ester Punongbayan
Division Head, Business Support Services
T +63 2 813-6957

+63 2 864-0741 loc.800
F +63 2 814-0589
E Ester.Punongbayan@pna.ph
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