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September 24, 2015

MEMORANDUM No. 2015-027

TO : ALL ELECTRIC COOPERATIVES

SUBJECT : GUIDELINES ON THE ACCOUNTING TREATMENT OF SUBSIDY FUNDED PROJECTS

Please be informed that the NEA Board of Administrators, under Board Resolution No. 101 dated
September 18, 2015, approved the Guidelines on the Accounting Treatment of Subsidy Funded
Projects, to wit:

I. RATIONALE

1. Section 2 of RA 9136 provides that the policy of the state is to ensure and accelerate the total
electrification of the country, to ensure the quality, reliability, security and affordability of the
supply of electric power.

2. Section 13 of RA 10531 provides that electric cooperatives, which comply with financial and
operational standards set by the NEA shall enjoy certain incentives which include all subsidies,
grants and other assistance which shall form part of donated capital and funds of the electric
cooperatives, and as such, it shall not be sold, traded nor divided into shareholdings any time.
These donated capital and funds shall be appraised and valued for the sole purpose of
determining the equity participation of the members, provided that in case of dissolution or
conversion of the electric cooperative, said donated capital shall be subject to escheat.

3. International Accounting Standard (IAS) 20, under which Philippine Accounting Standard (PAS)
20 is based, prescribes for the accounting of government grants and disclosure of government
assistance.

4. PAS 20 provides that government grant shall be recognized as income on a systematic basis
over the periods in which the entity recognizes as expenses the related costs for which the
grant is intended to compensate. It provides that grant related to depreciable asset shall be
recognized as income over the periods and in proportion to the depreciation of the related
asset.
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