







	






Proposal for Compilation Engagement
For the year ended _______________(reporting date)




Presented to 
NAME OF THE COMPANY         































Date		



THE BOARD OF DIRECTORS
NAME OF THE COMPANY   
Address



	SUBJECT:	LETTER OF ENGAGEMENT FOR COMPILATION SERVICE TO 
			NAME OF THE COMPANY      



Gentlemen:

We are pleased to submit our proposal to render compilation service to                       NAME OF THE COMPANY (the Company) for the year ended _______________.
	
We discuss below highlights of our practice philosophies that guide us in delivering value-for-money and world class quality service. 
	

PRACTICE PHILOSOPHIES

In order to deliver the value-for-money and world class quality service that you deserve, we observe the following practice philosophies:

· Business-oriented approach

Alas, Oplas & Co., CPAs, herein referred to as “the Firm”, uses business-oriented approach with an emphasis on early planning and understanding your business.  This enables us to identify key areas and tailor our response to the unique aspects, size, and nature of your business and to offer value-added constructive comments and recommendations.

· Professional competence

We always seek for continuous improvement of our skills and capabilities through investing heavily in training and technology.  Our personnel are well trained by international and local trainers and we are active in participating with international conferences and forum that increase our knowledge.   

· Independence and integrity

We are committed to giving what our clients rightly demand, yet still recognizes that our personnel is uniquely placed to give constructive advices to the client regarding its business.






ABOUT OUR FIRM

For 30 years of global standard professional service in the field of audit and assurance, we certainly take great pride in letting our clients know who we are and the industry capabilities we can deliver. 
 
· We are member Firm of BKR International a leading global association of independent accounting and business advisory Firms representing the expertise of more than 160 member Firms with over 500 offices in over 80 countries around the world.

The succeeding pages will contain the scope of our services and our standard terms and conditions. We appreciate the opportunity you gave us to submit this audit proposal to your company.  We will be pleased to clarify any questions that you may have regarding this proposal.


Sincerely,



MARYCRIS S. OPLAS
Managing Partner	
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This proposal has been submitted to NAME OF THE COMPANY for the purpose of describing ALAS, OPLAS & CO., CPAs’ (“the Firm”) qualifications and capabilities to provide the outlined services. In doing so, the Firm has disclosed certain proprietary and other sensitive information, which if disclosed to other parties, might harm the Firm competitively. In consideration of receiving the disclosures, NAME OF THE COMPANY agrees to treat this proposal as a confidential material and not to be disclosed to any third party without obtaining the Firm’s consent.

This proposal remains the property of the Firm and we reserve the right to request the return of all materials included in this proposal. 






OBJECTIVES AND SCOPE OF THE COMPILATION ENGAGEMENT

You have requested that we perform the following services:

On the basis of information provide, we will compile, in accordance with the Philippine Standard on Related Services (PSRS) 4410, Engagements to Compile Financial Information, the statement of financial position of NAME OF THE COMPANY as of ______________(reporting date) and related statement of comprehensive income, changes in equity and cash flows for the year then ended in accordance with the ___________________ (applicable reporting framework). 

We will not carry out or review engagement procedures in relation to such financial statements.  Consequently, no assurance on the financial statements will be expressed. 

Our compilation service will include routine consultation on tax and accounting matters.   However, it will not include tax compliance review and tax advisory service that usually entails extensive work such as research, data gathering and consultation.  Also, our compilation service will not include a review of the supplementary information required under Bureau of Internal Revenue (BIR) Revenue Regulations (RR) Nos. 15-2010 and 19-2011, including income tax computation.   	Comment by rsantos: MCSO to comment on this matter.



OUR RESPONSIBILITIES

We will conduct our compilation engagement in accordance with PSRS 4410, Engagements to Compile Financial Information.  This standard requires that we comply with ethical requirements and plan and perform the compilation engagement to use our accounting expertise, as opposed to auditing expertise, to collect, classify and summarize financial information.  

Compilation engagement ordinarily entails reducing data to a manageable and understandable form without a requirement to test the assertions underlying that information.  The procedures to be employed are not designed and do not enable us to express any assurance on the financial information.

In carrying out this engagement, we will perform the following procedures:

a. Obtain general knowledge of the business and operations of the Company and be familiar with the accounting principles and practices of the industry in which the Company operates and with the form and content of the financial information that is appropriate in the circumstances.

b. Obtain trial balance and related supporting schedules and/or general ledger.
c. Prepare and review lead schedules.
d. Prepare and review the unaudited financial statements which comprise of the statement of financial position, comprehensive income, change in equity, cash flows and notes to financial statements.
e. Prepare and review income tax computation (OPTIONAL)
f. Prepare and review disclosures relating to BIR Revenue Regulation Nos. 15-2010 and 19-2011 (OPTIONAL) 

In a compilation engagement, we are NOT ordinarily required to perform the following procedures:

a. Make any inquiries of management to assess the reliability and completeness of the information provided;

b. Assess internal controls;

c. Verify any matters; or

d. Verify any explanations.

However, if we become aware that information supplied by the management is incorrect, incomplete, or otherwise unsatisfactory, we will consider performing the above procedures and request management to provide additional information. If management refuses to provide additional information, we will withdraw from the engagement, as provided in PSRS 4410. 

Compiled financial statements will be checked and consider whether it appears to be appropriate in form and free from obvious material misstatements, such as:

a. Mistakes in the application of __________________ (applicable financial reporting framework).

b. Non-disclosure of the requirements of  _____________ (applicable financial reporting framework).

c. Non-disclosure of any other significant matters of which we become aware.

We will disclose the above matters in the compiled financial information, though their effects will not be quantified.

Because of the inherent limitations of the compilation engagement, there is an unavoidable risk that some material misstatements may not be detected, even though the engagement is properly planned and performed in accordance with PSRS.


MANAGEMENT’S RESPONSIBILITIES

Our compilation services will be conducted on the basis that management and those charged with governance acknowledge and understand that they have responsibility: 

1. 	For the preparation and fair presentation of the financial statements in accordance with __________________(applicable financial reporting framework);

2. 	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 and error; and 

3.  	To provide us with:

a. 	Access to all information of which management is aware of that is relevant to the    preparation of the financial statements such as records, documentation and other matters;

b. 	Additional information that we may request from management for the purpose of the compilation;

c. 	Unrestricted access to persons within the entity from whom we determine it necessary to obtain information;

d. 	Trial balance, general ledger/schedule and any accompanying information on a timely manner to allow us to complete the compilation; and

e. 	Written representation letter that management has fulfilled its responsibilities for the preparation and presentation of financial statements and that all transactions have been recorded and are reflected in the financial statements.

4. For the preparation and fair presentation of the:

a. Supplementary information as required by Revenue Regulation No. 15-2010, and

b. Supplementary information required by Revenue Regulation No. 2-2014 (New Income Tax Forms) issued by the Bureau of Internal Revenue.

Management is likewise responsible for making available to us, upon request, all original records and related information, and personnel to whom we may direct our inquiries.
 
5. For the preparation and fair presentation of the supplementary information required under Securities Regulation Code (SRC) Rule 68 as revised in October 2011.

In accordance with SRC Rule 68, management of all corporations covered by this Rule is required to acknowledge their responsibility over their financial statements.  For this purpose, the financial statements to be filed with the Securities and Exchange Commission shall be accompanied by a Statement of Management’s Responsibility for Financial Statements signed by the Chairman of the Board, the Chief Executive Officer, and the Chief Financial Officer.

In addition, the management is also mandated to comply with the submission of a Statement of Management’s Responsibility for Annual Income Tax Return to accompany the financial statements, pursuant to Revenue Regulation No. 3-2010.



REPORTING AND DELIVERABLES

Our deliverables will consist of the following:

A. Unaudited financial statements for the year then ended which comprise of the following:

1. Statement of Financial Position;

2. Statement of Comprehensive Income;

3. Statement of Changes in Equity;

4. Statement of Cash Flows; and

5. Notes to Financial Statements

B. Report on Compilation Engagement stating therein the following:

1. A statement that the engagement was performed in accordance with PSRS 4410;

2. Identification of the financial information noting that it is based on information provided by management;

3. A statement that the management is responsible for the financial information compiled by us;

4. A statement that neither an audit nor a review has been carried out and that accordingly no assurance is expressed on the financial information; and

5. A paragraph, when considered necessary, drawing attention to the disclosure of material departures from ______________ (applicable financial reporting framework).

C. Certificate on the Compilation Services for Preparation of FS and Notes to FS as required by the Board of Accountancy

D. Lead schedule of line items presented in the compiled financial information


LIMITATIONS
We understand that the intended use and distribution of the information we have compiled is for the purpose of complying with the requirements of Resolution No. 03-2016 issued by the Board of Accountancy and that should this change in a material respect, that you will inform us.




PLANNING AND PERFORMANCE OF THE AUDIT

We will plan our compilation engagement as expeditiously as possible to minimize disruptions of your work.  At the start of our work, we will present to you in a kick-off meeting our approach and timetable, we will also introduce to you the members of our Client Service Team. 

We look forward to the full cooperation of your staff to do the preparatory work that will be discussed in our arrangement letter. We also trust that they will make available to us whatever records, documentation and other information that are requested in connection with our audit.


QUALITY CONTROL

The conduct of our compilation engagement in accordance with PSRS 4410 means that information acquired by us in the course of our audit is subject to strict confidentiality requirements.  Information will not be disclosed by us to other parties except as required or allowed for by law or professional standards, or with your express consent.  Our files may, however, be subject to review as part of the quality control review program by: a) our network firm which monitors the quality of audits undertaken by member firms, and b) regulatory bodies such as SEC and Board of Accountancy.



ENGAGEMENT FEES AND TERMS OF PAYMENT

Our professional fee for the compilation engagement for financial statements ended December 31, 2015 is ___________________ (PHP_____________), exclusive of applicable Value Added Tax (VAT) and out-of-pocket expenses (OPEs). OPEs are expenses necessarily incurred in the performance of our service, such as office supplies, transportation, meals, printing, postage, facsimile transmission, reproduction of financial statements, communication, allocation of office charges in support of our services and other incidental charges.  Other extended services/works that will be incurred by the Firm to complete the submission of the deliverables shall likewise be billed in addition to the professional fee indicated herein.  	Comment by rsantos: MCSO to check

We further propose to bill you as follows:

50% upon the start of field work; and
50% upon submission of our deliverables.




STANDARD TERMS AND CONDITIONS OF BUSINESS
  
1. 	CONFIDENTIALITY 

We confirm that where you give us confidential information, we shall at all times keep it confidential, except as required by law or as provided for in regulatory, ethical or other professional pronouncements applicable to our engagement. However, in the event that we are required by law or other regulatory, ethical or other professional pronouncements, to disclose confidential information to a third party, the Firm shall first notify the Company prior to making such disclosure to the extent that the Firm is legally able to do so. You agree that it will be sufficient compliance with our duty of confidence for us to take such steps as we in good faith think fit to preserve confidential information both during and after termination of this engagement. 

The Firm also reserves the right to act during this engagement for other clients whose interests are, or may be, adverse to yours, subject to the preceding paragraph. 

2.  	ELECTRONIC COMMUNICATION

During the engagement we may, from time to time, communicate electronically with each other. Although electronic transmission of information is fast and convenient, it cannot be guaranteed to be virus-free or error-free. Transmitted information could be intercepted, corrupted, lost, destroyed, be delayed, or incomplete or otherwise, be adversely affected by technical factors or considered unsafe to use. Therefore, we recognize that systems and procedures cannot be a guarantee that transmissions will be unaffected by such hazards.

In this regard, we accept the risks of and authorize the use of electronic communications between us. We propose that the Firm and the Company mutually agree to use commercially reasonable procedures to check for the most commonly known viruses before sending information electronically. Moreover, both shall be responsible for protecting its own systems and interests, in relation to electronic communications.

3. 	PAYMENT AND FEES

Our invoices are due for settlement fourteen (14) days from the date of the invoice.  We reserve the right to charge interest on overdue debts at a rate of 2% per month.

The Firm also reserves the right to withdraw our staff from their involvement on the relevant assignment, in the event that the Company fail to perform the preparatory work in accordance with the terms of this engagement proposal or if payment was not properly made.

4. 	CONTINUATION OF SERVICE/TERMINATION CLAUSE

This compilation engagement starts when the client service team begins to perform audit services and ends when the deliverables are submitted.  Should the Company intend to rehire the services of the Firm for succeeding periods, such continuation of service will be subjected to a reacceptance evaluation and the result will be communicated to the Company.

Should either party to this engagement encounter extraordinary difficulties while in service and that the Firm or the Company will no longer be viable to continue such service, either party may invoke a termination of the service through a written notice.  The written notice should be received by the other party at least thirty (30) days before the date of termination









5. 	INDEMNIFICATION

NAME OF THE COMPANY hereby indemnifies ALAS, OPLAS & CO., CPAs and its partners, principals and employees and holds them harmless from all claims, liabilities, losses and costs arising in circumstances where there have been known misrepresentations by a member of the Company’s management, even if such member’s act was in the interest of the Company. This indemnification will survive termination of this letter.

6. 	INCREASE IN FEES

[bookmark: _GoBack]If, for any reason, there is an increase in the amount of work and any variations from or additional work not related to the terms of this engagement proposal, the engagement team will sit down with the Company and discuss the necessary adjustments of the professional fees. Adjustments will only take effect upon the agreement of both parties.

We hope the above terms correctly express our understanding.  

Please indicate your agreement by signing and returning a copy for our file.

Sincerely yours,

ALAS, OPLAS & CO., CPAs
By:



MARYCRIS S. OPLAS
Managing Partner	
=============================================================================
APPROVED AND ACCEPTED BY:


NAME OF THE COMPANY

By:




______________________________________			__________________________
Printed Name over Signature / Designation				        Date
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