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1.0 Rationale

11

To align with International Financial Reporting Standards (IFRS), the Philippine Financial Reporting Standards
Council (PFRSC) of the Board of Accountancy of the Philippines, issued starting in CY 2005 a series of
pronouncements called the Philippine Financial Reporting Standards (PFRS).

12

Since then, the Bangko Sentral ng Pilipinas (SSP) prescribed the adoption by all banks and non-bank financial
ingtitutions of the PFRS as their financia reporting framework. The Securities and Exchange Commission (SEC)
also adopted the PFRS as part of SEC rulesto be followed by all SEC registered entities.

13

Likewise, to align with the prevailing international standards and provide quality accounting standards to enhance
the quality and uniformity of financial reporting by Philippine public sector entities, thus ensuring accountability,
transparency and comparability of financia information with other public sector entities around the world, COA
issued Resolution No. 2014-003 dated January 24, 2014 prescribing the adoption of the Philippine Public Sector
Accounting Standards (PPSAS) by the National Government Agencies (NGAS), Local Government Units (LGUS)
and. Government Corporations and entities/ instrumentalities which are Non- GBEs.

14

In the light of the foregoing developments, there is now a need to classify the different Government Corporations
and other entities/instrumentalities with corporate powers as either GBEs or Non-GBEs for the purpose of
determining the financial reporting framework applicable thereto.

2.0 Definition of Terms
2.1

Government corporations refer to government-owned or controlled corporations (GOCCs), government financial
ingtitutions (GFls), and government instrumentalities with corporate powers (GICPs)/government corporate
entities (GCEs), including their subsidiaries, and water districts. The regional, branch and field offices are
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component units of the corporation.
2.2

GOCCsrefer to any agency organized as a stock or non-stock corporation, vested with functions relating to public
needs whether governmental or proprietary in nature, and owned by the Government of the Republic of the
Philippines directly or through its instrumentalities either wholly or, where applicable as in the case of stock
corporations, to the extent of at least a majority of its outstanding capital stock. The term “GOCC” shall include
GICP/GCE and GFI as defined herein.

2.3

GFlsrefer to financial institutions or corporations in which the government directly or indirectly owns majority of
the capital stock and which are either: (a) registered with or directly supervised by the BSP; or (b) collecting or
transacting funds or contributions from the public, and places them in financia instruments or assets such as
deposits, loans, bonds and equity including, but not limited to, the Government Service Insurance System and the
Social Security System.

2.4

GICPs/GCEs refer to instrumentalities or agencies of the government, which are neither corporations nor agencies
integrated within the departmental framework, but vested by law with special functions or jurisdiction, endowed
with some if not all corporate powers, administering special funds, and enjoying operational autonomy usually
through a charter.

2.5

GBEs are government corporations which have all the following characteristics as defined under the pertinent
provisions of the International Public Sector Accounting Standards (IPSAS) as adopted under the PPSAS:

a)

Is an entity with the power to contract in its own name;

b)

Has been assigned the financial and operational authority to carry on a business;

©)

Sells goods and services, in the normal course of its business, to other entities at a profit or full cost recovery;
d)

Is not reliant on continuing government funding to be a going concern (other than purchases of outputs at arm’s
length); and €) Is controlled by a public sector entity.

2.6

GBEs include both trading enterprises, such as utilities, and financia enterprises, such as financial institutions.
GBEs are, in substance, no different from entities conducting similar activities in the private sector. GBEs
generally operate to make a profit, although some may have limited community service obligations under which
they are required to provide some individuals and organizations in the community with goods and services at
either no charge or a significantly reduced charge.[1]
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In addition, GBEs shall also include banks and non-bank financial institutions under the supervision of the BSP
and entities registered with the SEC required to adopt PFRS.

2.7
Non-GBEs refer to entities which do not meet all of the above characteristics.
2.8

Public sector entities refer to national, regional, and local governments, and other governmental entities such as
agencies, boards, commissions and enterprises. They are typically subject to budgetary limits in the form of
appropriations or budget authorizations (or equivalent), which may be given effect through authorizing
legislation.

29
Small and Medium-sized Entities (SMES) are corporations that:
a)

Have total assets of between P3 Million and P350 Million or total liabilities of between P3 Million and P250
Million;

b)
Are not required to file financial statements under Rule 68.1 of the Securities and Regulation Code (SRC);
c)

Are not in the process of filing their financia statements for the purpose of issuing any class of instrumentsin a
public market;

d)

Are not holders of secondary licenses issued by a regulatory agency, such as banks, investment houses, finance
companies, insurance companies, securities brokers/dealers, mutual funds and pre-need companies; and

e

Are not public utilities.

3.0 Guidelines and Procedures
31

All Government Corporations which fall under the definition of GBEs in paragraph 2.5 hereof, and classified as
GBEs (Annex A) shall apply the PFRS pursuant to: (a) paragraph 10 of Preface to IPSAS and the pertinent
provisions of applicable IPSAS as adopted in PPSAS 1; (b) BSP Circular 494 series of 2005; and (c) SRC Rules
68 and 68.1, its amendments, and other issuances of the SEC. GOCCs categorized as SMEs in paragraph 2.9 may
adopt the PFRS for SMEs pursuant to SEC Notice dated December 11, 2009.

3.2

All other Government Corporations which do not fall under the classification of GBES as defined in paragraphs
2.5 and 2.6 hereof and classified as Non-GBEs (Annex B) shall apply the PPSAS pursuant to COA Resolution
No. 2014-003.
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3.3

All GBEs and Non-GBEs in their first-time adoption of PFRS and PPSAS, respectively, shall cause the
conversion of their financial statements in accordance with the applicable financial reporting framework herein
prescribed. Specific guidelines on the conversion and reconciliation of converted accounts in the financial
reporting framework shall be prepared by the Government Accountancy Sector (GAS) in consultation with the
Corporate Government Sector (CGS) and the concerned government entities.

34

The Revised Chart of Accounts (RCA) prescribed under COA Circular No. 2014-003 dated April 15, 2014 shall
be updated by the GAS to include (a) the accounts prescribed by the BSP Financial Reporting Package (FRP) and
the pertinent accounts of other GBEs; and (b) pertinent accounts of Non-GBEs. For agencies implementing the
electronic-New Government Accounting System (e-NGAS), procedures on the conversion of eeNGAS database to
the RCA for NGAS shall be covered by separate guidelines. The Chart of accounts of GOCCs and LGUs and its
conversion to the New Chart of Accounts shall, likewise, be covered by separate guidelines.

35

The Chief Accountants/Heads of Accounting Units and Budget OfficerssHeads of Budget Units of
GBEs/Non-GBEs and other concerned offices of all entities covered by this Circular shall be responsible for the
proper conversion of the financial statements and reconciliation of the accounts upon their entities’ first-time
adoption of the PFRS/PPSAS, as applicable, and the separate submission of the copy of the Journa Entry
Voucher (JEV) and the Financial Statements and Reports to the COA Auditor and the GAS.

3.6

All Heads of Government Corporations shall oversee the proper conversion of the financial statements of their
respective agencies.

4.0 Saving Clause

Cases not covered in this Circular shall be referred to the GAS, for resolution.

5.0 Repealing Clause

All issuances inconsistent herewith are deemed repealed or amended accordingly.
6.0 Transitory Provision

Pending the updating of the Revised Chart of Accounts prescribed by COA to include specific requirements of
GBEs and Non-GBEs, the following shall be observed:

a)
New accounts prescribed for the implementation of the PPSAS shall be used in accordance with such standards.
b)

For PFRS-compliant financial statements, GBEs shall use all applicable accounts prescribed under COA Circular
No. 2014-003 and those prescribed by their respective regulatory bodies.

0)

Accounts that have not been converted due to issues not settled as of conversion date shall be converted by the
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Government Corporations to the most appropriate account in the RCA until a supplemental circular or
clarification isissued on this matter.

7.0 Effectivity
This Circular shall take effect fifteen (15) days after publication in a newspaper of general circulation.

(SGD) HEIDI L. MENDOZA
Commissioner
Officer-in-Charge

(SGD) JOSE A. FABIA
Commissioner

[1] Philippine Public Sector Accounting Standards 1, Presentation of Financial Statements, Paragraph 12, Page 84
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