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ABSTRACT
This paper will describe the evolution of financial accounting standards in the Philippines. It will examine the rationales for the decision to move from US-based accounting principles to the international accounting standards.  The benefits and the challenges associated with the transition will be discussed.  The information will be useful to other developing countries that are struggling to decide what accounting standards to adopt—to have a set of financial accounting standards that will assist in making comparisons of financial statements easier, more transparent, more cost effective and efficient, and will help in arriving at more informed and rational economic decisions in a global financial and market environment.  
INTRODUCTION
Philippine public accounting practices originated in the 1700s. The enactment of the Accountancy Law 1923 gave formal recognition to the accounting profession. This law granted   CPA certificates to those who successfully passed the CPA examinations and established the Board of Accountancy (BOA) to regulate the profession.  In 1929, the Philippines Institute of Accountants was created--one of the oldest professional accountancy organizations in Asia and one of the major key players in the development of accounting standards in the country.  There are now over 100,000 Philippine CPAs. The Philippine Accountancy profession is considered as one of the world’s most vibrant but also one of the most restricted due to various regulations in the application of standards (Reid, 2002). 
Basically, the Philippine standards were patterned after the US GAAP. However, in 1997, the accounting standard setting body in the Philippines decided to start a program to move fully to international accounting standards issued by the International Standards Committee (IASC) and since then has continued its adoption of international accounting standards.  In November 2004, the Philippine Accounting Standard Council (ASC) approved the adoption of revised IASs called Philippine Accounting Standards (PASs) and the International Financial Reporting Standards (IFRSs) issued by the International Accounting Standards Board (IASB) called Philippine Financial Accounting Standards (PFRS) with first implementation effective January 2005.  
THEORETICAL CONSTRUCT

Kieso et al (2007) defined generally accepted accounting principles (GAAP) as those principles that have substantial authoritative support.  To the question “Why one set of documents are more authoritative that others?”  Two sets of explanations were given by Kieso et al (2007) and these are: (2) that the body issuing the pronouncements are recognized by the Securities and Exchange Commission (SEC) and (2) prior to the issuance of the standard, its contents are: (1) debated in a public forum, (b) exposed in writing to the public for comments, and (2) approved by the Board.  
Generally accepted accounting principles (GAAP) vary from country to country due to differences in the legal system, levels of inflation, culture, degrees of sophistication and use of capital markets, and political and economic ties with other countries (Spiceland et al, 2007).  These differences cause huge problems for multinational companies.  Companies doing business in other countries experience difficulties in complying with multiple sets of accounting standards to convert financial statements that are reconciled to the GAAP of the countries they are dealing with.  As a result, different national standards impair the ability of companies to raise capital in the international markets.  
      
In response to the problem, the International Accounting Standards Committee (IASC) was established in 1973 to develop international accounting standards. In 2001, the IASC created a new standard setting body called International Accounting Standard Board (IASB).  The objective is to identify the best accounting standards to be followed in the financial accounting and reporting of all countries around the world. The IASB’s objectives are (1) to develop a single set of high quality, understandable global accounting standards, (2) to promote the use of these standards, and (3) to bring about convergence of national and international accounting standards.  The IASC issued 41 Accounting standards (IASs) which were endorsed by the IASB in 2001 (Table 2).  In addition, IASB has made revisions and has issued eight standards of its own called International Financial Reporting Standards (IFRS) (Table 2).  While IASB has no authority to enforce these standards, since compliance is voluntary, many countries have based their national standards on international accounting standards (Spiceland et al, 2007).
PURPOSE OF THIS STUDY
The objective of this study is to inform the world of how the Philippine financial accounting standards evolved from basically U.S. GAAP to the current international accounting standards.  This will be useful to those countries that are struggling to decide what standards to adopt—to have a set of financial accounting standards that will assist in making comparisons of financial statements easier and therefore more cost effective and efficient, thereby arriving at more informed and rational decisions in a global financial and market environment. 

STATEMENT OF THE PROBLEM

The main problem is that different countries use different national accounting standards which make it difficult and costly to compare financial statements for investments decision-making.  Globalization, growing interdependence of international financial market, and increased mobility of capital have increased the pressure and demand for the convergence and harmonization of reporting frameworks and standards. There is a need to have a set of financial accounting standards that will allow for greater transparency, comparability, and efficiency in financial reporting world wide.
METHODOLOGY

This piece of research draws from secondary data to describe the evolution of financial accounting standards in the Philippines. It will examine the rationales for the decision to move away from the U.S. based accounting standards and to fully embrace the international accounting   standards with full implementation in 2005.  The key players responsible for establishing financial accounting standards in the Philippines will be discussed.  The benefits and concomitant problems associated with the transition will be addressed. 
DISCUSSIONS
Accounting Standards Setter in the Philippines 
The Accounting Standards Council (ASC) was created in 1981 to establish generally accepted accounting principles (GAAP) in the Philippines. ASC is funded by the Philippine Institute of Certified Public Accountants (PICPA).  The ASC annual subsidy from the PICPA Foundation of P50,000 (approximately US$977) covers meals during meetings and other incidentals. The ASC members serve without any remuneration. ASC is composed of eight representatives from the profession, regulators, and preparers: four representatives from PICPA; and one representative from the SEC, the Bangko Sentral ng Pilipinas, the Board of Accountancy, and the Financial Executives Institute of the Philippines (FINEX). ASC formed an Interpretations Committee whose main purpose is to identify, discuss, and resolve on a timely basis emerging issues affecting financial reporting. Its members consist of representatives from auditing firms, the SEC, and the Board of Accountancy. The authority of ASC pronouncements comes from the approval and recognition of the standards by the regulators. Exposure drafts of proposed accounting standards are issued for comment, to members of PICPA, members of the Financial Executives Institute of the Philippines (FINEX), and interested persons and organizations in the business community, and the comments are considered in the finalization of the standard.  Accounting standards approved by the Accounting Standards Council are submitted to the Board of Accountancy for approval. ASC-approved accounting standards, when approved by the Board of Accountancy and the Professional Regulation Commission, become part of Philippine GAAP. 

Rationales for Adopting International Accounting Standards

Prior to 1996, the accounting standards in the Philippines were mostly based on the accounting standards issued by the U.S.-based Financial Accounting Standards Board (FASB). It was, however, in 1997 that the ASC formally decided to totally move to IAS. In November 2004, ASC approved the issuance of the new and revised Philippine Accounting Standards (PASs) and new Philippine Financial Reporting Standards (PFRSs) which directly corresponds to IASB’s IAS and IFRS.  The adoption of international accounting standards was a result of the Philippine regulatory bodies’ involvement in international organizations.  The Philippine Securities and Exchange Commission (SEC),  a member of the International Organization of Securities and Commissions (IOSCO), agreed with the other IOSCO members to adopt the international accounting standards to uphold high quality, and transparent financial reporting to promote credibility and competence in the capital markets  The Philippine Board of Accountancy (BOA) under the supervision of the Philippine Professional Regulation Commission (PRC) supports the adoption of the international accounting standards since part of its responsibilities is to implement the general agreement on trade in services (GATS).  The Philippine Institute of Certified Public Accountants (PICPA) supports the work of the International Accounting Standards Council (IASC) being a member of such organization.  The World Bank and the Asian Development Bank also recommended the adoption of the international accounting standards (UNCTAD, 2005). 
Process in the Adoption of International Accounting Standards


The Accounting Standards Council (ASC) started the move towards the adoption of international accounting standards as early as 1996. Prior to this, Philippine generally accepted accounting principles (GAAP) were based mainly on US-based accounting standards. Under its IAS project, the ASC replaced US-based standards and adopted IAS with no local equivalent, and updated previously issued IAS-based standards. The adoption of IAS followed the exposure process for accounting standards issued by the ASC. Since the Philippine GAAP was written in English, there were no translation problems as were encountered by other countries. In 2005, ASC completed the adoption of the IFRSs issued by the International Accounting Standards Board (IASB) and the revised versions of previously adopted IASs. It renamed the designation of accounting standards it issues to Philippine Accounting Standard (PAS) and Philippine Financial Reporting Standard (PFRS) to correspond to the adopted IASs and IFRSs, respectively.  IAS and IFRS were adopted with very minor modification, such as effective dates.  
Small and medium enterprises were given some relief by ASC from new financial reporting standards. There are a significant number of small and medium entities in the Philippines. When originally issued, the new international accounting standards that became effective in 2005 were intended to be applicable to all reporting entities required to file financial statements in accordance with Philippine GAAP. In 2005, the IASB undertook a project to develop accounting standards suitable for entities that do not have public accountability, referred to as non-publicly accountable entities (NPAEs). When preparing their 2005 financial statements, NPAEs are given the option not to apply the new international accounting standards that became effective in 2005 but to apply instead the accounting standards that were effective in 2004. 
GENERALLY ACCEPTED ACCOUNTING STANDARDS IN THE PHILIPPINES
The Philippine Financial Reporting Standards (PFRS)/Philippine Accounting Standards (PAS) are the new set of Generally Accepted Accounting Principles (GAAP) issued by the Accounting Standards Council (ASC) to govern the preparation of financial statements (Table 1). These standards are patterned after the revised International Financial Reporting Standards (IFRS) and International Accounting Standards (IAS) issued by the International Accounting Standards Board (IASB). (Table 2) (UNCTAD, 2005).
KEY PLAYERS IN THE DEVELOPMENT OF PHILIPPINE GAAP
The key players in the development of financial accounting standards in the Philippines support the change to the international accounting standards (UNCTAD, 2005). 
Accounting Standards Council

Accounting Standards Council (ASC) was formally launched by the Board of Directors of Philippine Institute of Certified Public Accountants (PICPA) on November 18, 1981.  The main function of the ASC is to establish and improve accounting standards that will be generally accepted in the Philippines.  In 2006, the ASC was folded into the Financial Reporting Standards Council (FRSC). 
Financial Reporting Standards Council (FRSC)

The Financial Reporting Standards Council (FRSC) was established by the Board of Accountancy (BOA) in 2006 under the Implementing Rules and Regulations of the Philippine Accountancy of Act of 2004.  Its main function is to establish generally accepted accounting principles (GAAP) in the Philippines. The FRSC is the successor of the Accounting Standards Council (ASC). The FRSC carries on the decision made by the ASC to converge Philippine accounting standards with international accounting standards issued by the International Accounting Standards Board (IASB).  The FRSC consists of a Chairman and members who are appointed by the BOA and include representatives from the Board of Accountancy (BOA), Securities and Exchange Commission (SEC), Bangko Sentral ng Pilipinas (BSP), Financial Executives Institute of the Philippines (FINEX) and Philippine Institute of Certified Public Accountants (PICPA). The FRSC has full discretion in developing and pursuing the technical agenda for setting accounting standards in the Philippines. Financial support is received principally from the PICPA Foundation.  The FRSC monitors the technical activities of the IASB and issues Invitations to Comment on exposure drafts of proposed IFRSs as these are issued by the IASB. When finalized, these are issued as Philippine Financial Reporting Standards (PFRSs). The FRSC similarly monitors issuances of the International Financial Reporting Interpretations Committee (IFRIC) of the IASB, which it adopts as Philippine Interpretations. The FRSC issues news releases to announce the issuance of final Standards and Interpretations, exposure drafts and other matters which are posted in the Philippine Accounting Standards section of the PICPA website (www.picpa.com.ph). The FRSC formed the Philippine Interpretations Committee (PIC) in August 2006 to assist the FRSC in establishing and improving financial reporting standards in the Philippines. The role of the PIC is principally to issue implementation guidance on PFRSs. The PIC members were appointed by the FRSC and include accountants in public practice, the academe and regulatory bodies and users of financial statements. The PIC replaced the Interpretations Committee created by the ASC in 2000 (http://www.picpa.com.ph/adb/setting_str.html).
Board of Accountancy
 The Board of Accountancy (BOA) is one of the Professional Regulatory Boards which exercise administrative, quasi-legislative, and quasi-judicial powers over the accounting profession in the Philippines.  BOA, responsible for implementing the general agreement on trade in services (GATS) mandated by the World Trade Organization (WTO), supports the adoption of international accounting standards. 
Philippine Institute of Certified Public Accountants (PICPA)
PICPA was accredited by the Professional Regulations Commission as the bona fide professional organization of CPAs, giving it the responsibility of integrating all CPAs in the Philippines. PICPA is an active participant in the world’s major accounting bodies that include the International Federation of Accountants (IFAC), International Accounting Standards Committee (IASC), Confederation of Asian and Pacific Accountants (CAPA), and the ASEAN Federation of Accountants (AFA). The Philippines Institute of Certified Public Accounting (PICPA) as a member of the international Accounting Standards Committee (IASC) has the commitment to support the work of the IASC and to promote compliance with the international accounting standards. 

Securities and Exchange Commission

The Philippine Securities and Exchange Commission (SEC) aims to strengthen the corporate and capital market infrastructure of the Philippines, and to maintain a regulatory system, based on international best standards and practices that promote the interests of investors in a free, fair, and competitive business environment. SEC, as a member of the International Organization of Securities Commissions (IOSCO) has to comply with the agreement with other IOSCO members to adopt international accounting standards to ensure high quality, transparent financial reporting with full disclosure as a means to attain credibility and efficiency in the capital markets. The auditor's report refers to "conformity with Philippine Financial Reporting Standards." Accounting standards in the Philippines are approved by the Securities and Exchange Commission (SEC) (http://www.iasplus.com/country/philippi.htm#0704).  The Philippines has adopted all IFRSs for 2005 with some modifications. These Philippine equivalents to IFRSs apply to all entities with public accountability. that includes: 
· Entities whose securities are listed in a public market or are in process of listing 

· All financial institutions including banks, insurance companies, security brokers, pension funds, mutual funds, and investment banking entities 

· Public utilities

· Other economically significant entities, defined as total assets in 2004 of at least 250 million pesos (US$5 million) or liabilities of at least 150 million (US$3 million) 

The modifications, which have been described as 'transition relief', are in the following areas: 

· Reduced segment reporting disclosures 

· Exemption from applying tainting rule for a specific set of financial instruments 

· Commodity derivative contracts of mining companies as of 1 January 2005 'grandfathered' 

· Insurance companies allowed to use another comprehensive set of accounting principles (also described as Philippine Financial Reporting Standards) 

· For banks, losses from sale of non-performing assets allowed to be amortized over a period of time 

· Some additional changes to IASB's pension, foreign exchange, and leases Standards 

Bangko Sentral ng Pilipinas
 Bangko Sentral ng Pilipinas (BSP) is the central bank of the Republic of the Philippines.  The BSP provides policy directions in the areas of money, banking, and credit.  It supervises operations of banks and exercises regulatory powers over non-bank financial institutions with quasi-banking functions. BSP made a pronouncement of its adoption of the PFRS/PAS effective the annual financial statements January 1, 2005 in its memorandum to all banks and other BSP supervised financial institutions.  The adoption of the new set of accounting standards in the financial industry is part of BSP’s commitment to promote fairness, transparency, comparability, and accuracy in financial reporting. 

Insurance Commission
 The Commission supervises and regulates the operations of life and non-life companies, mutual benefit associations, and trusts for charitable uses.
Bureau of Internal Revenue

The Bureau of Internal Revenue (BIR) is responsible for the assessment and collection of all national internal revenue taxes, fees and charges.  Indirectly, however, it also influences the accounting policies of entities through the issuance of revenue regulations.
BENEFITS OF CONVERGENCE
As the business environment becomes increasingly global and companies are listed on the stock exchanges in many countries, the need for consistent world wide reporting standards becomes more apparent.  International Accounting Standards clearly address this issue.  Its objective is to create comparable, reliable, and transparent financial statements that will facilitate greater cross-border capital raising and trade.  Deloitte & Touche (2003) summarized the perceived benefits associated with convergence to the international accounting standards: 

· For companies: reduced costs of capital and the ease of using one consistent reporting standard from subsidiaries in many different countries, 

· For investors: better information for decision-making, leading to broader investment opportunities, 

· For national regulatory bodies: better information for market participants in disclosure based-system. 
Consistent application of accounting standards that are the same for companies around the world would result to better comparability of financial information resulting in more informed decision-making.  For regulators, the confusion associated with the need to understand various accounting standards would be reduced.  For auditors, a single set of accounting standards would enable international auditing firms to standardize training and better assure the quality of their work on a global basis.  

IFRS TRANSITION CHALLENGES – ASIA-PACIFIC REGION
Throughout the Asia-Pacific region, some of the implementation issues encountered by the entities complying with IFRS are the following (UNCTAD, 2005):
· Adversity in system requirements and changes

· Difficulties in giving timely communication of the changes to stakeholders (i.e., volatility, performance reporting, investor relations, key performance indicators)

· Synchronization of management and external reporting 

· Chronic accounting issues and interpretations needed on implementation of IFRS conversion

· Competency of company personnel

· Accessibility and understanding of required disclosures

· Lack of comprehensible guidance on the tax implications of the changes in standards

PFRS IMPLEMENTATION PROBLEMS IN THE PHILIPPINES


Challenges and problems encountered by implementing bodies in the Philippines (UNCTAD, 2005) include: (1) difficulty in applying some standards, (2) late issuance of  guidance from regulatory bodies, and (3) cost of compliance, and  (4) lack of training and education.  The International Accounting Standards Board (IASB) intends to come up with a “stable platform” of IFRS for 2005, and is expected to continue issuing new IFRS or amendments thereto. Given this moving target, preparation for full IFRS conversion in 2005 has become even more complex and challenging (SGV & Co, CPAs, 2008). 
Difficulty in Applying Certain Standards
Rahman and Diaz (2006) in their discussions with preparers and users of financial reports have identified problems in implementing some standards:
1. PAS 16, Property, Plant, and Equipment.  The revaluation model requires the identification of items of property, plant, and equipment whose fair values can be reliably measured usually through market-based appraisal by professionally qualified valuers. This entailed more discussion with appraisers or valuers to ensure that their appraisal measurements are in accordance with the fair value measured under PAS 16. 
2. PAS 19 Employee benefits. Before the adoption of PAS 19, recognizing an actuarially computed retirement benefit obligation was a rarity. Most companies with defined contribution plan simply recognized the amount of contribution as the amount of expense or accrue for the contribution expected to be made in the subsequent year.  The adoption of the PAS 19 resulted to a significant change in the amounts of retirement obligation recognized. Dual problems were encountered in the application of this standard: (1) many companies were not advised to have their actuarial valuation reports which resulted to delays in statutory filing of audited financial statements and (2) some actuaries were not familiar with the detailed provisions of PAS 19, thus, the required disclosures on post employment benefits could not be completed in some situations.
3. PAS 21 Effects of Changes in Foreign Exchange Rates.  Companies with functional currencies different from the Philippine Peso are required by SEC to file a notification within forty five days from close of accounting period.  The notification should be accompanied by a certification coming from the entity’s external auditor.  Some entities are having difficulty translating functional currency financial statements to presentation currency, especially for those companies that have a functional currency other than Philippine Peso but are maintaining their books in Philippine Peso. There is a strong recommendation that entities should keep their books in their functional currency, however, this is not easy to attain since there arise a number of complications in some entities’ EDP system. Freedom of using a different presentation currency was limited due to SEC requirement to present the functional currency together with the presentation currency.  In addition, BIR, in its newly issued revenue regulation, requires that an entity’s Tax Return be accompanied by audited financial statements in its functional currency. 
4. PAS 27, Consolidated and Separate Financial Statements. Investments in subsidiaries, associates, and jointly controlled entities are now required to be valued either at cost or at fair value in accordance with PAS 39 in the separate or legal entity financial statements of a parent company. The net income and stockholders’ equity in the separate statements could now differ from the amounts shown in the consolidated financial statements. The carrying amount of both investments and total stockholders’ equity will be also be reduced by an amount representing the 

undistributed earning of the subsidiaries, associates, or jointly controlled entities which were previously included in these accounts under the equity method. 

5. PAS 32, Financial Instruments, Disclosure and Presentation. Companies with mandatory redeemable preferred stock, which are issued by some Philippine companies, would now classify these as debt and not equity. This would result in changes in the debt to equity ratio and may pose problems in compliance with debt covenants. 

6. PAS 39, Financial Instruments: Recognition and Measurement. The use of fair value in accounting for financial instruments could result in volatile earnings. Issues are also being raised relating to the complex accounting for derivatives, fair valuation techniques, required systems changes, and extensive disclosures. Banks, for example, now need to use the effective interest rate method in determining the loan loss provisions. Due to the complex requirements of these standards, local banks asked to defer the implementation of some of the provisions of the new international accounting standards because of the additional costs they would have to incur if they were to fully adopt the new system. According to a Bangko Sentral official, big banks need to invest on new systems or at least update their existing systems in order to comply with PFRS, specifically PAS 39.  Banks may be required an overhaul of their systems such as new processes for reviewing all contracts, both financial and operation; revisiting of accounting for special purpose vehicle transactions.
SEC (2007) reviewed some companies’ financial statements to determine the degree of compliance with the standards on financial statement presentations and disclosures.  The findings showed lack of complete or adequate disclosures required under SEC rules in the financial statements of some companies. The disclosure requirements should comply with Philippine GAAP and should be consistent with the non-financial information submitted to the SEC.  Some of the violations found by the SEC were: 

· Inadequate or lack of disclosure of significant accounting policies
· Incomplete or lack of disclosure of related party transactions
· Incomplete or lack of disclosure related to trade and other payables and accruals
· No provision for retirement benefits/inadequate disclosure on retirement benefits
· Incomplete or lack of disclosure related to segments
· No or incomplete disclosures required by new standards, such as leases
· Failure to present comparative statements
· Failure to submit consolidated financial statements.
The Salendrez (2008) study examined the compliance to the new PAS/PFRS of ten publicly listed food companies in the Philippines relative to balance sheet presentations and disclosures. The results of the study showed that eight of the ten food companies were not in full compliance with the prescribed line items on the face of the balance sheet. The accounting standards not fully-complied with by the ten selected food companies are: (1) PAS 1 Presentation of Financial Statements with a 100% non-compliance rate, (2) PAS 38 Intangible Assets with a 70% non-compliance rate, (3) PAS 12 Income Taxes, PAS Related Party Disclosures, (4) PAS 36 Impairment of Assets with 40% non-compliance rates, and (5) PAS 19 Employee Benefits, (6) PAS 28 Investment in Associates with 30% non-compliance rates. The reasons for non-compliance were: (1) PAS/PFRS have become more complex and subjective, in addition to various modifications to standards on the presentation of financial statements (2) fair value accounting standard is subjective and complicated to implement.  
Late issuance of guidance from regulatory bodies
While the move to IAS was evident even before 2003, most circulars, memoranda, and regulations were only issued by regulatory agencies towards the end of 2005. For instance, the issuance of SEC Memorandum Circular No. 8 was issued on December 27, 2005.  The memorandum approved the application of PAS 101 which gives Non-publicly Accountable Entities an option not to fully comply with PFRS.  Before issuance of this Memo, it was interpreted that the adoption of PFRS applied to all entities, hence, some have already made preparations for the transition only to find out that they are not required to comply with PFRS. Recently, BIR issued a Revenue Regulation that addresses certain issues on translation of foreign currency transactions.  The regulation also deals with the determination of functional currency.  While firms view this as an effort of the Bureau to cope with the changes in the accounting profession, the date of the regulation’s issuance was again untimely as it was issued a few days after the due date for filing tax returns.   
Cost of Compliance

One of the reasons why companies had a difficulties adopting PFRS was the cost related to the transition.  Companies making the transition realized that in order to comply with provisions of PFRS they would need to incur costs such as costs for actuarial valuation report, appraisal report, fair value valuation, training, and other relevant costs.
Lack of training and education

In July 19, 2006, Carlos R. Alindada, Chairman of the Financial Reporting Standards Council discussed “The Adoption of IFRS/IAS in the Philippines,” the process of conversion to IFRS/IAS and the problems accompanying such decision such as the urgency to make the adoption within a short period of time, the academe is not familiar with the international standards and there was the additional problems of what textbook to use (Alindada, 2006).
POSITIVE IMPACT OF THE MOVE TO PFRS
The move to international accounting standards received positive expectations from the Philippine accounting profession as early as 2003.  Many seminars and trainings were conducted to educate the profession regarding IAS/ IFRS. Several changes were made in the academic and professional education and training (Rahman & Diaz, 2006).
Changes in Academe and Professional Education/Training 
The CPA Licensure Examinations incorporated international accounting and auditing standards. IFRS adopted as Philippine GAAP and were phased into the bachelor’s curriculum starting 2003 through 2005. The adopted IFRS, International Standards on Auditing, IFAC Code of Ethics for Professional Accountants, New Government Accounting System, and Philippine Accountancy Act of 2004 were covered in the CPA Licensure Examinations starting October 2005. The prescribed undergraduate curriculum includes teaching professional ethics.  The scarcity of locally developed instructional materials, practice manuals, student textbooks, and other leaning materials to facilitate teaching and learning practical applications of IASs/IFRSs and ISAs is the main stumbling block to teaching current developments in accounting practices. (Rahman & Diaz, 2006). 

Section 32 of the revised Accountancy Act, Implementing Rules and Regulations, 
requires continuing professional education (CPE) for CPAs.  Continuing professional 

education will be offered by accredited organizations or education institutions in coordination

with PICPA.  Even before CPE was mandated by law in 2004, PICPA and the larger accounting firms embarked on a program to spread knowledge about IAS. In 2001, PICPA received a grant from the Asian Development Bank consisting of IAS teaching materials. These teaching materials were periodically updated for new standards and revisions to existing standards. PICPA conducted several courses on Training the Trainers. Over the last three years, some 200 trainers went through this program. A program called CPE on the Road was then undertaken whereby these trainers helped familiarize others on the use of IAS. The larger accounting firms likewise held their own IAS training programs. These training programs contributed to the increase in awareness of IAS adopted in the Philippines (Rahman & Diaz, 2006).
CONCLUSION
The Philippine transition to international accounting standards has been challenging to authoritative regulatory bodies, practitioners, and business entities.  The adoption of the new Philippine GAAP focused on “when” the implementation will take place and did not emphasize “how” the transition and implementation will be carried out.  The Philippines decided to implement the new GAAP in 2005 to join the other countries having the same transition date not only because of the notion of  “not being left behind” but with the main goal of achieving comparability and transparency of financial reports that will assist in rendering informed economic decisions in the global financial environment.  However, it took a while for the key players to comprehend the intricacies and applicability of the new accounting standards.  Consequently, memoranda, circulars, resolutions, and regulations were not issued on a timely basis resulting to confusion and wasted resources.  Clearly, there is a need for the standard setting body, regulatory bodies, various professional organizations, and the academe to work collectively in formulating the process of an orderly and seamless transition and implementation of the Philippine financial accounting standards. 
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Table 1: Philippine Financial Reporting Standards (PFRS) and 
               Philippine Accounting Standards (PAS)
	PFRS
	Title
	Effective 
Date* 

	PFRS 1
	First-time Adoption of Philippine Financial Reporting Standards
	1/1/05

	PFRS 2 
	Share Based Payment
	1/1/05

	PFRS 3 
	Business Combinations 
	1/1/05

	PFRS 4 
	Insurance Contracts 
	1/1/05

	 
	Amendments to PAS 39 and PFRS 4: Financial Guarantee Contracts 
	1/1/06

	PFRS 5 
	Non-current Assets Held for Sale and Discontinued Operations
	1/1/05

	PFRS 6 
	Exploration for and Evaluation of Mineral Resources
	1/1/06

	PFRS 7 
	Financial Instruments: Disclosures 
	1/1/07

	 
	Amendments to PFRS 7: Transition
	1/1/07

	PFRS 8 
	Operating Segments 
	1/1/09**


	    PAS
	Title
	

	PAS 1
	Presentation of Financial Statements
	1/1/05

	 
	Amendment to PAS 1: Capital Disclosures
	1/1/07

	PAS 1 (revised)
	Presentation of Financial Statements
	1/1/09

	PAS 2 
	Inventories
	1/1/05

	PAS 7 
	Cash Flow Statements
	1/1/05

	PAS 8
	Accounting Policies, Changes in Accounting Estimates and Errors
	1/1/05

	PAS 10 
	Events after the Balance Sheet Date
	1/1/05

	PAS 11 
	Construction Contracts 
	1/1/05

	PAS 12 
	Income Taxes 
	1/1/05

	PAS 14 
	Segment Reporting 
	1/1/05

	PAS 16 
	Property, Plant and Equipment
	1/1/05

	PAS 17 
	Leases
	1/1/05

	PAS 18 
	Revenue
	1/1/05

	PAS 19 
	Employee Benefits 
	1/1/05

	 
	Amendments to PAS 19: Actuarial Gains and Losses, Group Plans and Disclosures
	1/1/06

	PAS 20 
	Accounting for Government Grants and Disclosure of Government Assistance 
	1/1/05

	PAS 21 
	The Effects of Changes in Foreign Exchange Rates
	1/1/05

	PAS 23
	Borrowing Costs 
	1/1/05

	PAS 23 (revised)
	Borrowing Costs 
	1/1/09

	PAS 24 
	Related Party Disclosures
	1/1/05

	PAS 26 
	Accounting and Reporting by Retirement Benefit Plans
	1/1/05

	PAS 27 
	Consolidated and Separate Financial Statements
	1/1/05

	PAS 28 
	Investments in Associates
	1/1/05

	PAS 29 
	Financial Reporting in Hyperinflationary Economies
	1/1/05

	PAS 30 
	Disclosures in the Financial Statements of Banks and Similar Financial Institutions
	1/1/05+

	PAS 31 
	Interests in Joint Ventures
	1/1/05

	PAS 32 
	Financial Instruments: Disclosures and Presentation
	1/1/05++

	PAS 32 
	Financial Instruments: Presentation
	1/1/07

	PAS 33 
	Earnings per Share
	1/1/05

	PAS 34 
	Interim Financial Reporting
	1/1/05

	PAS 36 
	Impairment of Assets
	1/1/05

	PAS 37 
	Provisions, Contingent Liabilities and Contingent Assets
	1/1/05

	PAS 38 
	Intangible Assets 
	1/1/05

	PAS 39 
	Financial Instruments: Recognition and Measurement
	1/1/05

	 
	Amendments to PAS 39: Transition and Initial Recognition of Financial Assets and Financial Liabilities
	1/1/05

	 
	Amendments to PAS 39: Cash Flow Hedge Accounting of Forecast Intragroup Transactions
	1/1/06

	 
	Amendments to PAS 39: The Fair Value Option
	1/1/06

	 
	Amendments to PAS 39 and PFRS 4: Financial Guarantee Contracts 
	1/1/06

	PAS 40 
	Investment Property 
	1/1/05

	PAS 41 
	Agriculture
	1/1/05

	PAS 101 
	Financial Reporting Standards for Non-publicly Accountable Entities
	1/1/05

	 
	Amendment to PAS 101: Change in Effective Date
	 1/1/05


	* Refers to annual periods beginning on or after the effective date indicated.
** For BOA/PRC approval.
+ Superseded by PFRS 7, Financial Instruments: Disclosures, effective January 1, 2007.
++ Amended by PFRS 7, Financial Instruments: Disclosures, effective January 1, 2007


  Retrieved on June 27, 2008 at http://www.picpa.com.ph/adb/acc_str1.htm
Table No. 2 – Summary of International Financial Reporting Standards: IFRS/IAS 

	IFRS
	Title

	
	

	IFRS 1
	First-time Adoption of International Financial Reporting Standards

	IFRS 2
	Share-based Payment

	IFRS 3
	Business Combinations

	IFRS 4
	Insurance Contracts 

	IFRS 5
	Non-current Assets Held for Sale and Discontinued Operations

	IFRS 6
	Exploration for and Evaluation of Mineral Resources 

	IFRS 7
	Financial Instruments: Disclosures 

	IFRS 8
	Operating Segments

	
	

	IAS
	Title

	
	

	IAS 1
	Presentation of Financial Statements

	IAS 2
	Inventories

	IAS 7
	Cash Flow Statements

	IAS 8
	Accounting Policies, Changes in Accounting Estimates and Errors

	IAS 10
	Events After the Balance Sheet Date

	IAS 11
	Construction Contracts

	IAS 12
	Income Taxes

	IAS 14
	Segment Reporting (Superseded by IFRS 8 on January 1, 2008)

	IAS 16
	Property, Plant and Equipment

	IAS 17
	Leases

	IAS 18
	Revenue

	IAS 19
	Employee Benefits

	IAS 20
	Accounting for Government Grants and Disclosure of Government Assistance

	IAS 21
	The Effects of Changes in Foreign Exchange Rates

	IAS 23
	Borrowing Costs

	IAS 24
	Related Party Disclosures

	IAS 26
	Accounting and Reporting by Retirement Benefits Plans

	IAS 27
	Consolidated and Separate Financial Statements

	IAS 28
	Investments in Associates

	IAS 29
	Financial Reporting in Hyperinflationary Economies

	IAS 31
	Financial Reporting of Interests in Joint Ventures

	IAS 32
	Financial Instruments: Presentations

	IAS 33
	Earnings per Share

	IAS 34
	Interim Financial Statements

	IAS 36
	Impairment of Assets

	IAS 37
	Provisions, Contingent Liabilities and Contingent Assets

	IAS 38
	Intangible Assets

	IAS 39
	Financial Instruments: Recognition and Measurement

	IAS 40
	Investment Property

	IAS 41
	Agriculture


Source:  Retrieved on May 7. 2006 at  www.deloittelearning.com/IFRSCatalog.aspx
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