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1. OPENING REMARKS & MINUTES 

1.1 Attendance - Moscow Russia 

  
PARTICIPANTS 
 

 
ATTENDEES 

 
APOLOGY/NIA*

1 Mike Hathorn (M) X  
  Ian Carruthers (TA) 16-17 18-19 
    
2 Erna Swart (M) X   
  Lindy Bodewig (TA) X  
    
3 Peter Batten (M) X  
  Jim Paul (TA) X  
    
4 David Bean (M) X  
    
5 Andreas Bergmann (M - Public) X  
  Reto Fausch (TA)  X 
    
6 Marie-Pierre Cordier (M) X  
  Jean-Luc Dumont (TA) X  
    
7 Omer Duman (M)  X 
  H.Bayram Çolak (TA)  X 
    
8 Sheila Fraser (M - Public) X  
  Stuart Barr (TA) X  
    
9 Yosef Izkovich (M) X  
    
10 Hong Lou (M) 16-18 19 
  Hongxia Li (TA) X  
    
11 Rick Neville (M) X  
  Ron Salole (TA) X  
    
12 Tom Olsen (M)  X 
  Harald Brandsås (TA) X  
    
13 Anne Owuor (M) X  
    
14 Stefano Pozzoli (M) X  
  Marcello Bessone (TA) X  
    
15 Greg Schollum (M) X  
  Annette Davis (TA) X  
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16 Tadashi Sekikawa (M) X  
  Kenji Izawa (TA) X  
    
17 Frans Van Schaik(M) X  
  Thomas Van Tiel (TA) X  
    
18 Larry White (M)  X 
  Relmond Van Daniker (TA) X  
 
ADB 

 
Hong-Sang Jung (O) 

 
16-18 

 
19 

EC Rosa Aldea Busquets (O) X  
Eurostat Eduardo Barredo-Capelot (O)  X  
IASB Warren McGregor (O)  X 
INTOSAI Robert Dacey (O)  X 
IMF Abdul Khan (O) X  
OECD Jon Blondal (O)  X  
UN Jay Karia (O)  X 
UNDP Gwenda Jensen (O)  X 
World Bank Simon Bradbury (O) X  
IFAC Stephenie Fox (S) X  
 Paul Sutcliffe (S) X  
 John Stanford (S) X  
 Matthew Bohun-Aponte (S) X  
 Barry Naik (S) 

Don Geiger (S) 
X 
X 

 

 
* NIA- Not in Attendance 
(M) Member 
(TA) Technical Advisor 
(O) Observer 
(S) IFAC Staff 
 
The Chair welcomed members, technical advisors, observers and staff and noted 
apologies from: 
• Tom Olsen – Member; 
• Larry White – Member; 
• Reto Fausch – TA  
• Mary Foelster – TA  
• Eduardo Barredo-Capelot – Observer – Eurostat; 
• Warren McGregor – Observer – IASB; 
• Stephen Mayes – Observer – IMF; 
• John Verrinder – Eurostat; 
• Jon Blondal – Observer – OECD; 
• Jay Karia – Observer – UN; 
• Gwenda Jensen – Substitute Observer – UNDP; and 
• Bob Dacey – INTOSAI. 
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In providing apologies the Board was advised that in the absence on Larry White, his 
TA, Relmond Van Daniker, would be acting as the member for this meeting. 
 
The Chair expressed gratitude to Sheila Fraser for her assistance in obtaining Russian 
visas for staff and the Canadian member. He also expressed gratitude and, in particular, 
sympathies on behalf of the entire Board to the representatives from China for attending 
at a time when their country was experiencing great sadness due to recent earthquakes. 

1.2 Approval of Minutes of March 2008 Meeting – Toronto, Canada 

The minutes of the IPSASB meeting held on March 10 – 13 in Toronto, Canada were 
approved subject to the following amendment: 
 

6. BORROWING COSTS 
 
“… The IPSASB decided that it would review a draft exposure draft for the next 
meeting that: 

• Proposes that public sector entities may either expense or capitalize 
borrowing costs that are directly attributable to specifically incurred for 
the acquisition, construction or production of a cash generating qualifying 
asset; 
…” 

 
This confirms the IPSASB’s decision that only borrowing costs specifically incurred for 
the acquisition, construction or production of a qualifying asset (both cash-generating and 
non-cash-generating) can be capitalized. This is optional. 

 
The Chair noted that there had been some disagreement as to what was agreed on this 
point. Pursuant to further discussion as part of the agenda for Borrowing Costs, the above 
amendment was agreed. 

With respect to the Action List the Board was advised that in reporting recently to the 
IFAC Board, the Chair had emphasized evidence of strong growing interest and progress 
in public sector accrual accounting by jurisdictions around the world with more and more 
governments viewing the IPSASs as a strong contender for adoption.  

The Chair noted that the UK FRAB had placed the IPSASs as second on their accounting  
hierarchy after EU IFRS, and it is clear that similar moves are happening in other 
jurisdictions.  As such the Board can expect to see increased demand from constituents to 
deliver high quality standards and be timely in responding to financial reporting issues.  

In keeping with the increasing international interest in the work of the IPSASB, the Chair 
noted that he will be attending the September 2008 meeting of IFAC’s Public Interest 
Oversight Board (PIOB).  The IPSASB is the only IFAC standard setting Board not 
subject to the oversight review of the PIOB.  It was noted that it seemed somewhat ironic 
for a public sector standard setting board not to be subject to public oversight.  

The Chair highlighted that as the interest and adoption of IPSASs increases, it would not 
be unrealistic for member bodies/constituents to require the IPSASB be subject to public 
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interest oversight.  In reality, this would almost seem a necessary component of any 
credible standard setters operations.  If the IPSASB is to truly consider itself, and more 
importantly, be recognized as a standard setter dedicated to the public interest, then the 
Board should expect its activities to be open to further public scrutiny.  The Chair advised 
that he will keep the Board informed of developments on this front as they occur. 

Finally, the Chair noted that confirmation of 2009 meeting locations could not be made at 
this time.  Recent events at IFAC had meant that a reconsideration of 2009 meeting 
locations had to be made.  The Technical Director would make further announcements on 
this matter as soon as possible. 

2. CONCEPTUAL FRAMEWORK 

Group 1 Consultative Paper (CP-1)  
 
Members noted that a revised draft of CP-1 dealing with the objectives and scope of 
financial reporting, the qualitative characteristics of financial information and the 
definition of the reporting entity (CP-1) had been prepared for review at this meeting. 
 
Staff spoke to the revised draft of CP-1 and outlined in general terms the revisions that 
had been made to the previous draft, noting: 
• the significant contribution to the development of this draft that had been received 

from many members and observers, in particular, the Chair and members and 
technical advisors from Canada, New Zealand and the USA; and 

• that the IASB had recently issued an exposure draft on the objectives of financial 
reporting and qualitative characteristics of decision useful financial reporting 
information and a discussion paper on the reporting entity. References in the 
IPSASB’s draft paper to the IASB proposals will be updated accordingly.  

 
Staff also advised members that comments on the penultimate draft of the IPSASB CP-1 
had been received from Kevin Simpkins (the NSS-4 consultant) and incorporated in this 
draft.  , Just prior to the meeting, comments had been received from Ian Hague who is 
leading the IASB staff on their joint Framework project with the FASB – staff advised 
members of the major issues raised by Mr. Hague, notably that he is not persuaded about 
the rationale for departing from the IASB on qualitative characteristics, especially 
regarding fundamental and enhancing characteristics. It was noted that a copy of his 
comments are available on request.  
 
Members expressed broad support for the structure and content of the revised draft CP-1 
and the progress that had been made since the March meeting. They then undertook a 
detailed review of each section of the paper with a view to its approval for issue. It was 
agreed that the focus of the discussions would be on the four components and that the 
introduction of the paper would be set aside for review and revisions subsequent to the 
meeting, similar to the SCA paper. Members provided staff with directions for further 
revision of the draft, and agreed that a revised draft should be circulated to members for 
approval to issue prior to the next IPSASB meeting in October 2008. 
 
The Public Sector Conceptual Framework 
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Members directed that in paragraph: 
• 1.3, a note that the Framework can also benefit users of GPFRs and other members of 

the financial reporting community is to be included; 
• 1.4, a reference to “presentation and” disclosure is to be included; 
• 1.5, a reference to IPSASs and “other pronouncements of the IPSASB” is to be 

included; 
• 1.6, the reference to the status of IASB deliberations on the authority of the IASB 

Framework should be moved to the introductory material. This discussion prompted a 
broader consideration of the location of references to the status of the IASB-FASB 
Conceptual Framework project throughout the document. Members revisited this 
matter at various stages in their review of the paper and ultimately agreed to include a 
brief reference to the current IASB proposals/deliberations on related aspects of their 
Framework in the summary of IPSASB Preliminary Views which is to form part of, 
or follow, the Executive Summary as well as at their current locations in the text; 

• 1.8, a broader description and the “population” of public sector entities is to be 
included in this paragraph. Members noted this broader reference was not intended to 
be an exhaustive description of public sector entities or a definition, but should 
include the entities that are subsequently referred to at various places in the text; 

• 1.9 and 1.10 and preliminary view 2 related to government business entities (GBEs) 
are to be deleted. A general statement noting that the Preface to IPSASs currently 
explains that GBEs apply IFRSs is to be included. Members noted a number of 
concerns with the current definition of GBEs in IPSASs and agreed that it should be 
reviewed as staff resources and Board time allow within a separate project subject to 
the standard setting due process. The Technical Director will consider the timing of 
this review in developing the future work program. Members also noted that there 
was a need to clarify with the IASB which Board was responsible for establishing 
standards for GBEs and non-governmental not-for-profit entities. The Chair advised 
that this would be discussed in a meeting of the IPSASB and IASB liaison members 
to be held on 21 July 2008; 

• 1.11 or 1.13, the notion of “transparency” in financial reporting should be introduced 
as a broad and desirable attribute.  Some members noted that “transparency” may be 
interpreted differently and or may be identified as a qualitative characteristic - they 
were of the view that it should be defined. Others were of the view that it should be 
referred to as a broad notion since it was part of the financial reporting lexicon in 
many parts of the world and should not be defined. Rather it was in the nature of an 
umbrella term embracing objectives and qualitative characteristics – that is, 
transparent financial reporting is consistent with, and necessary to, achieve the 
objectives of financial reporting; 

• 1.12, the paragraph is to be deleted; 
• Figure 1, is to be revised: members noted that “budgets” is identified in the third 

column (outside GPFRs) but that reporting compliance with budgets is encompassed 
within GPFRs. Members agreed that “compliance” was to be included in the second 
column. Members discussed whether “ budget policy statements” and “budget 
execution reports”, rather than simply “budgets”,  should be identified in the  third 
column to better reflect the relationship between GPFRs and other financial reports. 
Members noted that their inclusion could overload Figure 1, and may be read to 
restrict potential development of the scope in some jurisdictions. Members also raised 
whether the third column should be headed “special purpose financial reports”.  It 
was agreed that “budget” is to be removed from the third column and this column is 
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to be generalized with an explanation that it refers to special purpose and other 
financial reports outside the purview of the IPSASB, and an explanatory paragraph is 
to be added to explain the figure – noting that some compliance information may be 
part of general purpose financial statements (GPFSs) and also disclosed in separate 
reports, that prospective financial information may be based on budgets but that 
GPFRs did not deal with budget policy statements. In addition, “statistical” is to be 
inserted in the fourth column following “economic”.  Some members noted there was 
also a case for relocating Figure 1 to, or reproducing it or an explanation of it in, the 
scope section. Members noted that the figure was meant only to be a pictorial 
representation of matters explained in earlier paragraphs and that its precision or 
importance should not be over emphasized;  

• 1.16, some members expressed a view that this paragraph was unnecessary. Other 
members noted that it was introduced because of a concern that some readers may not 
be familiar with the meaning of “differential reporting”, and it was useful in that 
context. Members agreed that differential reporting was not simply a matter of size 
and if the paragraph was retained it should be revised accordingly;  

• 1.17, the final sentence of this paragraph is to be deleted; and 
• Preliminary View 4, is to be deleted. 
 
The Objective of General Purpose Financial Reporting 
 
 Concern was expressed about the lack of prominence on the legislature as a key user of 
GPFRs. It was noted that while the legislature was identified within each category of 
users, this approach de-emphasizes its importance. Members discussed the fact that the 
basis for accountability of many governments is to the legislature and the need for greater 
emphasis was acknowledged. In the list of users many thought that the legislature should 
be identified first along with local government councils.  
 
Members agreed to use the term services throughout the paper and to explain that this 
reflects that the primary focus of government is to provide services though in some cases 
this may also encompass the provision of goods. Members also agreed that section 
headings, Preliminary Views and all related commentary and narrative should refer to the 
“objectives” (rather than the “objective”) of financial reporting.  In addition, members 
agreed that in paragraph: 
• 2.3, employees and international organizations should be added to the list of users;  
• 2.6, in the initial section before the dot points, the legislature/ local government 

council should be identified as a user which broadly represents citizens. It should also 
be noted that the legislature/local government council and citizens, or groups thereof, 
are encompassed by each of the groups in their capacity as service recipients, 
resource providers or because of their special interest in certain activities or entities. 
Members also agreed that: 
o this paragraph should acknowledge that while the legislature/local government 

council may have authority to command the preparation of special purpose reports 
in most, if not all jurisdictions it was also a user of GPFRs; and 

o the term “review service” in the third dot point may be confusing to readers and 
should be replaced with ”special interest groups” or a similar term; 

• Preliminary View 5, the Preliminary View is to be updated to reflect the legislature as 
a prominent user, consistent with the amendments to paragraph 2.6; 

• 2.9, the phrase “ a substantial portion” is to be deleted; 
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• 2.10, the second sentence is to be deleted; 
• 2.11, the second dot point is to refer to “stipulations” rather than “conditions” and the 

third dot point should clarify that the “related provision of services from the 
government” would not be an exchange transaction; 

• 2.14, a reference to the “economy” of the acquisition of resources is to be added; 
• 2.21, the phrase “likely to increase” is to be replaced with are “likely to change”;  
• 2.27 is to be moved to follow 2.29; 
• Preliminary View 6, the Preliminary View should be constructed to identify 

accountability and decision making components as separate dot points and a footnote 
is to refer readers back to paragraph 2.8 where the objective of financial reporting 
proposed by the IASB is identified. 
 

Members also noted the desire for some additional editing to reduce certain paragraphs if 
possible. 
 
The Scope of General Purpose Financial Reporting 
 
In discussing this section of the paper, staff began by questioning the need for much of 
the material under the header “Implications for the IPSASB’s Standards-Setting 
Program”. Most thought the material too detailed and that it should be considered in the 
context of any work plan. They suggested that this might be outlined up front in the paper 
under the introductory piece. Members then moved to a paragraph by paragraph review 
of the chapter. 
 
Members agreed that in paragraph: 
• 3.2, or as an additional paragraph following 3.2, an explanation of Figure 1 in section 

1 is to be included – alternatively the Figure itself, should be reproduced. Some 
members were of the view that Figure 1 was better placed at this point, others were of 
the view that it was more useful in its current location in section 1 and rather than 
repeating the figure, there should be a cross reference to it. Given these differing 
views, members agreed that staff should develop an approach for referencing to, or 
reproducing Figure 1- this would then be considered by members in their final 
review. Members noted that any explanation of Figure 1 should not preclude the 
potential for financial statements to present prospective information or for compliance 
information and budget information to fall into more than one category; 

• 3.4 and following paragraphs, the headings financial position, financial performance, 
cash flows and compliance should be deleted and replaced with a general heading 
“general purpose financial statements”. In addition, the explanations should not be 
linked/constrained to particular statements as currently specified in IPSAS 1 
“Presentation of Financial Statements”; 

• 3.4, delete reference to assets, liabilities and net assets; 
• 3.5, the explanation should not exclude the potential for reporting information about 

changes in financial position in addition to financial performance and cash flows; 
• 3.8, note that a compliance report may be part of GPFS and other reports outside 

GPFS; 
• Preliminary View 7, staff advised that they had constructed the Preliminary View to 

reflect that that the scope of financial reporting encompassed reporting on past, and 
present transactions, events and activities and prospective financial and other 
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information without specifying the specific types of disclosures that might be made 
because this may be seen as being restrictive, and requested advice on this approach. 
Members agreed that the Preliminary View should be retained but was to be 
broadened and reconstructed to identify and reflect the flow of the information 
groupings identified in the preceding text. In addition Preliminary View 8 will be 
moved forward and linked with Preliminary View 7; 

• 3.17, the term “disclosure” rather than “display” is to be used, and the second 
sentence and the phrase “and condition” in the final line are to be deleted; 

• 3.18, members discussed placement of the IASB reference including whether it 
should be identified by footnote only – it was subsequently agreed that there was 
merit in retaining the IASB  references in the text in each section where they fitted 
with the flow of the discussion  as well as including them in the listing of Preliminary 
Views following the executive summary at the beginning of the paper;  

• 3.19 – 3.31, these paragraphs and the related specific matters for comment following 
PV 8 and paragraph 32 are to be deleted as highlighted above; and 

• 3.32, is to be retained and relocated as appropriate. 
 

The Qualitative Characteristics of Information Included in General Purpose Financial 
Reports 
 
Members expressed overall satisfaction with the approach to this section of the paper 
though made a number of suggestions for amendments. Members also affirmed their 
previous decision that designating fundamental and enhancing QC’s, similar to the IASB, 
is not desirable since it implies a hierarchy of QCs. 
 
In discussing this section of the paper, there was some concern expressed about the use of 
the term “undue cost and effort” (see paragraph 4.41). Members had trouble with this 
notion since even undue cost can only truly be assessed in the context of benefits. The 
concern was that this could be perceived to be a lower threshold in the public sector. 
Ultimately members agreed that this phrase should be removed from the paper.  
 
Members agreed that: 
• paragraph 4.3 should be developed/revised to identify the qualitative characteristics 

(QCs) as currently reflected in paragraph 4.8. This paragraph is to note that the IASB 
QCs were used as building blocks but will explain that the QCs are related to the 
objectives of financial reporting by public sector entities, are of equal importance and 
that establishing an appropriate balance between the QCs may be a constraint on 
information included in GPFRs;  

• a new paragraph/explanation is to be added to the introductory section to explain that 
what conforms with QCs will be assessed by preparers, - however, those assessments 
will be made in the context of the objectives of financial reporting which have been 
developed to respond to user needs; 

• Differences from the IASB QCs are not to be identified in the introductory 
paragraphs of this section. The differences from the IASB QCs are to be identified at 
the end of this section and the bulk of paragraph 4.4 is to be moved and amended as 
appropriate;  

• Preliminary View 9 which identifies the QCs of information included in GPFRs is to 
be retained in its current location at the end of the section; 
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• 4.11-4.15, these paragraphs dealing with relevance should retain the current 
explanations of predictive and confirmatory value, but commentary is to be added to 
also note that relevance relates to both the decision making and accountability 
components of the objectives of financial reporting. In addition, in paragraph 4.12 the 
second and third sentences are to be deleted; 

• 4.29-4.32, these paragraphs dealing with comparability should include, as an 
example, the comparison of budget and actual; 

• 4.33-4.36, these paragraphs dealing with verifiability should include an explanation 
that verifiability encompasses the notion of supportability when applied to the 
broader scope of financial reporting, which encompasses disclosures outside the 
financial statements; 

• 4.37, the paragraph dealing with materiality should include additional explanation 
that materiality is assessed in the context of the GPFR prepared for each reporting 
period; 

• 4.41, this paragraph, which deals with “undue cost and effort” should be deleted; and 
• 4.46,  should identify the differences between the IPSASB and IASB QCs but not 

include explanations of the reasons for those differences – the existing explanation of 
differences are to be deleted. In addition, paragraph 4.4 should be relocated to 
precede or, as appropriate, be merged with paragraph 4.46. 

 
The Reporting Entity 
 
Members noted that this particular section had evolved dramatically from previous 
versions and overall expressed satisfaction with this approach along with a desire to 
develop preliminary views related to the group reporting entity. 
 
Members agreed that in respect of paragraph:  
• 5.1, the initial focus of the paragraph should be on a government and what may be 

encompassed within a government as a single or individual (rather than group) 
reporting entity. References to other potential individual reporting entities is also to 
be retained; 

• 5.4, explanation should be added to clarify that the IPSASB will set authoritative 
requirements for determining the boundary of a group entity; 

• 5.6, the paragraph should be updated to reflect the issue of the IASB Discussion 
Paper; 

• 5.7, the second sentence should commence with “consequently” then use the same 
form of words as in Preliminary View 10, that is delete “that are” and replace “them” 
with “the entity”; 

• 5.8, delete the phrase “administer or”; 
• 5.9, delete the phrase “or should be”; 
• 5.10, use the structure and phrasing of this paragraph in Preliminary View 10 - but 

delete the matters in bracket (that is,  the references to governments and other 
entities); 

• 5.12 – 5.36, the style of this section is to be revised to focus on the characteristics to 
be considered in determining whether an entity should be included within the group, 
and is not to refer to the control, accountability or any other broad or generic basis. 
These characteristics are; 
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o power to govern strategic financial and operating policies of another entity; and, 
as a result; 

o give rise to the ability/capacity of the entity with the “power” to benefit from the 
activities of the other entity or the capacity of the other entity to impose a 
financial burden or financial loss on the entity with the “power”. 

Members agreed the text is to make it clear that entities which satisfied the 
“power” and “benefit or financial burden/loss” criteria in substance would be 
included within the group, albeit the “form” in which those criteria arose or were 
described may obscure their existence. Application of these characteristics would 
mean that  entities would be included within the group if their exclusion would 
undermine the ability of GPFRs of the group to satisfy the objectives of financial 
reporting. Members agreed that while at the standards level it may be necessary 
to identify a specific “catch all” provision to capture these circumstances, such a  
provision was not necessary in concept. Members also agreed that the 
explanation should reflect that both the “power” and the “benefit or financial 
burden” criteria were necessary – that is, only one component was not sufficient 
to include the entity within the group.  

• 5.23, the circumstances identified in the dot points in this paragraph are to be retained 
in the revised approach. The text is to explain that where one entity pre-sets the 
financial and operating policies of another entity, the power criteria is satisfied. In 
addition, where one entity establishes another entity with authority to provide 
specified benefits such that changes in financial and operating policies will not 
influence the nature and magnitude of benefits to be derived from the other entity, the 
power and benefit criteria would be satisfied. 

  
Members agreed that the text of the explanation of the group reporting entity should 
clarify that when the “power” and “benefit or financial burden/loss” criteria was 
satisfied, the substance of the relationship between the two entities was that the 
interest of users was in the entire entity, and to achieve the objectives of financial 
reporting the group entity should be complete. As such substance over form could not 
be used to exclude an entity from the group. Members also noted that this principle 
should also be reflected in respect of the individual entity whether government, 
program, department,– that is the entity should be complete to achieve the objectives 
of financial reporting.  

 
Having completed their review of the substantive sections of the draft CP-1, members 
reviewed, and discussed the nature of, the introductory material and executive summary 
to be included in the CP and the location of explanations of the current IASB proposals 
for revision of its Framework and acknowledgement of the approach adopted in statistical 
financial reporting models. Members also discussed the process to be adopted for 
finalization of the CP and its approval for issue.  
 
Members agreed that: 
• an executive summary should be prepared in the style established in the service 

concessions paper. The executive summary need not be limited to a summary of the 
contents of the CP-1 itself. It is to include key extracts of the project brief, noting the 
relationship between the IPSASB Framework and the IASB Framework and the 
involvement of the national standards-setters in the IPSASB Conceptual Framework 
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project. The executive summary is also to include key aspects of the current 
introductory material dealing with the mission of the IPSASB, the role of the 
Framework, the process for development of the Framework and matters to be dealt 
with in other CPs as part of the Framework project, implications of the Framework 
for concepts that might underpin the cash basis of financial reporting and the 
relationship of matters dealt with in the Framework and the development of IPSASs; 
and 

• the references to the equivalent current proposed IASB positions where relevant are 
to be included in the text in their current position (or relocated as indicated during the 
discussions). They would also be included as appropriate in the listing of the 
IPSASB’s Preliminary Views which will be included as part of, or will immediately 
follow, the executive summary. A brief note on the current position in statistical 
accounting bases in respect of the objectives and scope of financial reporting and the 
reporting entity will also be included in the listing of IPSASB Preliminary Views 
where appropriate but not in the text – members noted advice that guidance and 
requirements in statistical bases tended to be detailed and linked to particular 
contexts, as such explanation would need to be in the nature of general observations 
so as not to misrepresent the statistical bases requirements or the context in which 
they were to be applied; 

 
Members noted that it was important to have feedback from users and other constituents 
on their Preliminary Views as input to development of other Consultation Papers and 
subsequently an exposure draft, and agreed that they would review the revised CP-1 out-
of-session with a view to its approval for issue prior to the next IPSASB meeting. To 
facilitate this, members agreed that the executive summary and reporting entity sections 
would be distributed for review as soon as possible and members would provide 
comments to staff. The complete revised draft  CP-1 would then be issued for review and 
approval by members. Subject to members’ agreement, CP-1 would then be published for 
comment – a comment period of six months from the date of issue was agreed. 
 
In anticipation of finalization of the CP-1 prior to the next IPSASB meeting, members 
expressed their appreciation to representatives and staff of the Australian Accounting 
Standards Board (AASB), Norwegian Institute of Public Accountants, South African 
Accounting Standards Board (ASB), the UK Accounting Standards Board (ASB) and the 
IPSASB Conceptual Framework Subcommittee for their work in developing initial issues 
papers on each component of this CP for review by the IPSASB during 2007. 
 
Group 2 Consultative Paper (CP-2) 
 
The Chair welcomed Mr. Tim Beauchamp Director of the Canadian Public Sector 
Accounting Standards Board (PSAB) to the meeting to lead a presentation on issues 
associated with the group 2 consultation paper, which will focus on the definition and 
recognition of the elements. Mr. Beauchamp is providing the key staff resource on phase 
2 of the project, with the cost being borne by the CICA. 
 
Mr. Beauchamp commenced by providing an overview of the unique characteristics of 
governments in order to provide some context for the ensuing discussions. He then 
reviewed some of the key aspects of the IASB/FASB convergence project and the need to 
change the existing IPSASB asset and liability definitions.  
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Based on the work to date of the IASB/FASB convergence project the IPSASB directed 
Mr.  Beauchamp to explore the "rights and obligations" approach, being mindful of the 
type of rights a government possesses (non-exchange) and the types of liabilities of a 
government (non-exchange) . Some members were concerned with taking a strictly 
“legal” approach as well as expressing concern over focusing solely on enforceability, 
noting that some environmental liabilities may be questionable using this approach.  
 
The IPSASB also discussed "net assets" and agreed that it was a residual amount. 
However, because the framework is intended to apply at the entity level (departments for 
example) there seems to be a need to define net assets, including "ownership".  
 
Overall, the IPSASB directed Mr. Beauchamp to: 
• take the approach of first reviewing the existing definitions and consider general 

improvements that could be made - the IPSASB did not wish to go back to basics; 
• consider the proposed changes resulting from the IASB/FASB convergence project; 
• keep the definitions at a high level; and 
• identify public sector specific examples to be used to illustrate the effects of any 

changes proposed. 
 

The Board agreed that the definitions of elements must be linked to the objectives of 
financial reporting.    
 
Some general improvements were proposed to be made to existing definitions such as: 
• linking both the definitions to economic "things" and removing the reference to past 

transactions and events in both definitions; and 
• including the word "present" before economic resource in the asset definition. 
 
Due to time constraints the IPSASB did not discuss the merits of these proposals. 

3. Financial Instruments 

The IPSASB considered the key issues paper and rules of the road analysis carried out by 
staff.  Prior to addressing the issues identified by Staff, Members noted that the 
complexity of the current IFRS standards had led the IASB to seek ways for 
simplification of the financial reporting of financial instruments, and that comments to a 
discussion paper on this subject were expected by October 2008. It was also noted that 
the material submitted to the IPSAS Board for discussion was illustrated with references 
from public sector standard-setters proposing to adopt IFRS, albeit with significant 
changes. Members were asked to provide alternative examples from other jurisdictions 
that could be helpful for the Board’s discussions. 
 
Public Sector Specific Items 
 
Staff had identified four public sector specific items that should be dealt with in a public 
sector specific component of the project: 
 
• monetary gold; 
• special drawing rights in the International Monetary Fund; 
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• reserve position in the IMF; and 
• currency issued by the reporting entity 
 
Staff noted that these items were unlikely to be relevant to the majority of public sector 
entities but might be highly significant to monetary authorities and at the whole-of-
government level. Some Members were of the view that some central banks were already 
dealing with at least some of these issues in accordance with IFRSs and that a separate 
component of the project might not be necessary. It was agreed that staff should seek 
further examples of the treatment of these items by central banks and assess whether a 
separate ED is necessary. Staff findings should be incorporated into a further Issues Paper 
for the next meeting. 
 
Definitions 
 
It was noted that a key feature of the definitions of a financial instrument, a financial 
asset and a financial liability in IAS 32, Financial Instruments: Presentation is that a 
contractual arrangement exists. A direct adoption of the definitions in IAS 32 would not 
embrace many common public sector transactions such as taxes, fines and transfers, 
which have certain characteristics of financial instruments but are not contractual. Staff 
proposed that the term “binding arrangements” should be defined and that this should 
include both contractual and non-contractual arrangements. It was accepted that, in order 
to meet the objectives of financial reporting, such non-contractual arrangements need to 
be addressed. However, it was also considered important that the full implications of such 
a modification to the definitions in IAS 32 for recognition, measurement and disclosure 
be evaluated before a firm decision is taken. Staff was therefore directed to consider the 
fuller implications and report further to Members before the next meeting. 
 
Staff highlighted that the definitions of a financial asset and a financial liability include 
certain contracts that will or may be settled in the entity’s own equity instruments. Staff 
noted that, while some public sector standard-setters had adopted the IAS 32 definitions 
substantially unamended, other public sector standard setters had proposed deleting 
references to contracts settled in the entity’s own equity instruments, on the basis that 
only some Government Business Enterprises (GBEs) were likely to issue equity 
instruments. Staff sought Member views and a direction on the latter approach.   
 
Members had reservations on modifying the IAS 32 definition. Members expressed some 
reservations in this and other areas such as classification, reclassification and hedge 
accounting, that modifying approaches in the suite of IFRSs might create problems on the 
consolidation of GBEs. It was considered particularly relevant that a full consolidation of 
controlled entities is not required in Canada where modified equity accounting is adopted 
by controlling entities for controlled entities. The issue could better be dealt with through 
commentary and guidance. 
 
Classification and Reclassification 
 
The classification of financial assets at initial recognition for subsequent measurement 
purposes was also discussed. Staff noted that the classification scheme in IAS 39, 
Financial Instruments: Recognition and Measurement is complex and that this had been 
acknowledged by the IASB in its recent Discussion Paper, “Reducing Complexity in 
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Reporting Financial Instruments”. Certain public sector standard-setters, such as those in 
South Africa and Canada, had proposed a simpler approach that would specify assets that 
are to be carried at fair value and require all other financial assets to be carried at 
amortized cost or cost. Staff noted that in other jurisdictions the classification scheme in 
IAS 39 had been implemented as part of the adoption of that IFRS, but that guidance had 
been provided as to which of the categories should be used. While acknowledging the 
complexity of the IAS 39, Members accepted the staff proposal that there should not be a 
departure from the classification scheme in IAS 39, but also considered it important that 
commentary, guidance and examples should be provided as to how different types of 
financial asset might be classified in particular circumstances. 
 
Staff explained the rigorous reclassification requirements in IAS 39, particularly those for 
the “at fair value through profit or loss” and “held-to-maturity” categories. While the 
requirements for reclassification were necessary to restrict “gaming”, Staff put forward 
the view that a limited relaxation of the requirements in IAS 39 along the lines of those 
proposed by public sector standard-setters in Canada and South Africa might be 
appropriate. Members decided to defer directions on reclassification.  
 
Substance versus Form 
 
While the focus of IAS 32 is on instruments that have the legal form of equity but are in 
substance liabilities, Staff noted the view that in the public sector it may also be common 
for liabilities to be in substance equity interests; certain suspensory loans were mentioned 
in this regard. It was suggested that a solution might be to amend the definition of an 
equity instrument so that the transferor of resources can designate an instrument as an 
equity instrument. Commentary in IPSAS 23, Revenue from Non-Exchange Transactions 
(Taxes and Transfers), had listed designations as evidence that a transaction was a 
contribution from owners rather than a liability. An alternate view was that in some 
jurisdictions designations would rarely be available. Staff agreed to consider this issue 
further and report back to the next meeting. 
 
Hedge Accounting 
 
It was noted that the hedge accounting requirements in IAS 39 are particularly complex. 
While many governments and public sector entities are subject to changes in fair value 
and exposure to the variability of cash flows, it is likely that, in many jurisdictions, 
finance departments will have regulations or protocols in place that deal with hedging 
activities as part of global risk management and restrict the extent to which individual 
controlled entities can undertake hedging activities. Individual entities that do engage in 
hedging may do so for limited purposes related to exposure to foreign exchange 
fluctuations. Members accepted the staff proposal that there was not a persuasive public 
sector case to eliminate provisions relating to hedge accounting and that the IAS 39 
requirements should generally be adopted. Members had reservations about the staff view 
that provisions for hedging of a net investment in a foreign operation should not be 
included and directed staff to consider this issue further. 
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Disclosures 
 
It was noted that the disclosures in IFRS 7, Financial Instruments: Disclosure are 
voluminous. Reservations were expressed that the volume of disclosures might be 
inappropriate and potentially unbalance the structure of the financial statements for 
certain entities. Consideration was given to whether the disclosures in IFRS 7 requiring a 
sensitivity analysis of market risk might be onerous.  However, it was accepted that a 
number of the disclosures in IFRS 7 would not be applicable to many public sector 
entities and that guidance and examples would be necessary to ensure that the disclosures 
were proportionate to the significance of the area being disclosed in the context of the 
operations of the reporting entity. Further disclosures are necessary for concessional 
loans and for transactions with the form of liabilities but the substance of equity interests. 
Other additional disclosures may arise as a result of decisions on whether non-contractual 
binding arrangements are within the scope of the EDs. 
 
Application Guidance and Examples 
 
Members discussed the desirability of including guidance on various types of financial 
instruments commonly held or issued by public sector entities including soft loans (e.g. 
student loans, concessional loans) and tentatively decided that such guidance should be 
developed. Members were asked to provide staff with major types of financial 
instruments held or issued by public sector entities in their jurisdictions. 
 
Further, in summary, it was agreed that application guidance and /or further guidance is 
necessary as follows: 
• determination of effective interest rate in public sector; 
• hedging in the public sector; 
• risks associated with financial instruments arising from  non-exchange transactions; 
• disclosure of market risk associated with public sector instruments; 
• determination of fair value in the absence of quoted prices and an active and liquid 

market; 
• substance versus form of public sector transactions; and 
• identification of embedded derivatives in the public sector. 
 
Other areas requiring application guidance are to be identified as the project progresses. 
 
Members also directed that: 
• concessional loans should be initially recognized at fair value and that the difference 

between fair value and the amount of the loan should be treated as a subsidy in 
accordance with an approach compatible with IPSAS 23; 

• the draft IPSAS should not depart from the requirements of IAS 39 for financial 
guarantees, but further consideration should be given to financial guarantees provided 
at nil consideration and statutory rather than contractual guarantees; and 

• the draft IPSAS should follow IAS 39 in permitting both trade date and settlement 
accounting for regular way purchases– there may be jurisdictional factors that will 
influence an entity’s accounting policy;  
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Interpretations 
 
It was agreed that a rules of the road analysis should be applied to IFRIC 2, Members 
Shares in Co-operative Entities and Similar Entities and IFRIC 9, Reassessment of 
Embedded Derivatives and brought to the next meeting with a view to incorporating the 
substance of these IFRICs in EDs.  If IFRIC D22 Hedges of a Net Investment in a 
Foreign Operation was finalized and approved by the IASB over the next few months it 
would also be necessary to carry out a rules of the road analysis on this pronouncement, 
subject to further staff analysis of the necessity of incorporating provisions relating to net 
investments in a foreign operation in an ED. 
 
Summary of Board Decisions: 
 
• Public Sector Specific Items - staff should seek further examples of the treatment of 

these items by central banks and assess whether a separate ED is necessary. Staff 
findings should be incorporated into a further Issues Paper for the next meeting; 

• Definitions - consider the fuller implications of revising definitions to better embrace 
many common public sector transactions and report further to Members before the 
next meeting.  The issue could better be dealt with through commentary and 
guidance; 

• Classification and Reclassification - members accepted the staff proposal that there 
should not be a departure from the classification scheme in IAS 39, but commentary, 
guidance and examples should be provided as to how different types of financial asset 
might be classified in particular circumstances. Directions on reclassification were 
deferred; 

• Substance versus Form – staff to consider this issue further and report back to the 
next meeting; 

• Hedge Accounting – members accepted the staff proposal that there is not a 
persuasive public sector case to eliminate provisions relating to hedge accounting - 
the IAS 39 requirements should generally be adopted.   Members had reservations 
that provisions for hedging of a net investment in a foreign operation should not be 
included and directed staff to consider this issue further; 

• Disclosures - No decision was made to delete the disclosures in IFRS 7. Also further 
consideration would be given in a public sector context with a view to further 
disclosures, the development of additional illustrative examples and application 
guidance; 

• Application Guidance and Examples – application and/or further guidance was 
necessary in several areas (see above) with additional application guidance to be 
identified as the project progresses; 

• Concessional Loans, Financial Guarantees, Regular Way Purchases – specific 
direction provided (see above); and 

• Interpretations – rules of the road analysis should be applied to IFRIC 2 and IFRIC 9 
and brought to the next meeting with a view to incorporating the substance of these 
IFRICs in EDs.  Depending upon the timing of its finalization, IFRIC D22 may also 
need to be analysed. 
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4. IFRS CONVERGENCE/IFRICS 

The IPSASB reviewed the agenda material prepared by Staff.  It was agreed that the 
IPSASB should consider those Interpretations developed by the International Financial 
Reporting Interpretations Committee (IFRIC) and issued by the International Accounting 
Standards Board, which are relevant to the current suite of IPSASs.  Such Interpretations 
include those developed by the former Standing Interpretations Committee that are still in 
force.  
 
Some Members also identified a need to deal more broadly with issues requiring 
interpretations that are raised by users of IPSAS and that have not been dealt with by the 
IFRIC. It was noted that the justification and practicality of establishing an interpretation 
capability within the IPSASB had been considered by the external review of the Public 
Sector Committee in 2004. That review had concluded that, at that time, both the 
incompleteness of the core suite of Standards and the resource implications did not justify 
creation of such a capability. This issue would need to be revisited in the future, for 
example after 31 December 2009 once we had achieved our convergence target, but it 
was agreed that at present the scope of this project should be limited to IFRIC 
Interpretations. 
 
It was agreed that, just as the term International Financial Reporting Standards is defined 
in IAS 1, Presentation of Financial Statements the term “International Public Sector 
Accounting Standards” will need to be a defined term in IPSAS 1, Presentation of 
Financial Statements.  Minor amendments would also be necessary to commentary 
paragraphs in IPSAS 3, Accounting Policies, Changes in Accounting Estimates and 
Errors. 
 
Optimally the review and adapt approach should be applied to IFRIC Interpretations, 
although the possibility of adopting a less resource intensive approach was discussed. 
Where an exposure draft (ED) is being developed any public sectorized IFRICs primarily 
relating to the topic under development should be incorporated into the ED if feasible. 
Interpretations based on other IFRICs should be developed as separate documents for 
incorporation into a compendium. Such Interpretations would not be incorporated into an 
IPSAS until that IPSAS is revised. On revision consideration would be given to 
incorporation into the IPSAS. 
 
Staff was directed to add Interpretations to the running list of projects for consideration 
when managing the workplan and consider their priority in the context of resource 
availability and other potential projects. 
 
Finally, on a semi-related matter, the Board considered how the rules of the road were 
being applied in practice – given the Board had reviewed a number of agenda papers 
which applied the rules.  Overall there was general comfort with their application though 
there was concern as to the amount of detail that needed to be documented when applying 
them – this should be taken into consideration by staff in future analyses.  Further, there 
was comment made on the importance of trying to make agenda papers as comprehensive 
and crisp as possible.  Ultimately, the Board believed the rules analysis was a worthwhile 
step and should continue. 
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5. ENTITY COMBINATIONS 

Staff provided a brief background noting that in Accra the Board had agreed the need for 
this project to commence in 2008 with the general view that IFRS 3 could be convergent 
for the public sector. 
 
Staff gratefully acknowledged the support provided by the staff of the South African 
member in the preparation of the papers as well as those Board members who were able 
to provide, since the Accra meeting, examples of entity combinations in their 
jurisdictions. 
 
Members began by discussing the view that, overall, for those restructurings which fall 
outside of IFRS 3 (particularly where under common control), public sector 
restructurings should occur with no re-measurement of the underlying assets and 
liabilities impacted i.e., carrying values should be used.  
 
Even if the restructuring occurred between entities where the existence of common 
control was transitory in nature (eg: forced amalgamation of municipalities by a higher 
level of government), it was noted that such restructurings should also apply carrying 
values.    In such circumstances there was arguably a common control which existed 
beyond that of a transitory nature – notably the collective common control of the general 
citizenry by the higher level of government.  
 
To use a value other than carrying value would have the potential to compromise 
comparability between the current and future periods, consistency, accountability and 
impose a cost to perform the re-measurement which would not at least equal the benefits. 
 
The broad application of carrying values to public sector restructurings outside of IFRS 3 
was generally supported by numerous members.  An additional comment was made that 
from, for example, the perspective of amalgamating/annexing of municipalities, to re-
measure assets and liabilities would subsequently impact costs of services to citizens 
despite the substance of the restructured entities remaining the same. 
 
Members considered that despite general agreement with the opening discussion, it was 
still necessary to have a fulsome discussion on the underlying issues. 
 
Grouping of Restructurings 
 
Staff noted that in keeping with the scope of IFRS 3, it was being proposed to have the 
project consider four categories of restructurings divided into two groups: 
 
Group 1 – Entity Combinations – public sector version of IFRS 3 covering restructurings: 
• not under common control – exchange transactions; and 
 
Group 2 – Transfer of Functions – separate IPSAS project covering restructurings: 
• not under common control – non-exchange transaction; 
• under common control – exchange transaction; and 
• under common control – non-exchange transaction. 
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Comment was made as to the need for a project for any of the group 2 restructurings as 
the resulting accounting should all be at carrying value.  The lack of complexity did not 
warrant a specific project.   
 
Others considered that the absence of international guidance for at least common control 
restructurings, which were very prevalent in the public sector, necessitated the need for a 
public sector project.  The IPSASB generally shared this view though there was 
discussion as to how the four categories should be grouped.  Some considered that the 
groupings could be more user-friendly. 
 
A suggestion was made to organize according to whether or not the restructuring was an 
exchange or non-exchange arrangement i.e., 
 
Group 1 – within a public sector version of IFRS 3: 
• Exchange - not under common control; and 
• Exchange - under common control; and 

 
Group 2 – separate IPSAS project; 
• Non-exchange - not under common control; and 
• Non-exchange - under common control. 
  
Some support was expressed for this approach though it was noted that IFRS 3 currently 
scopes out business combinations under common control.  An alternative suggestion to 
improve user friendliness was to re-consider the proposed headings for the groups, in 
particular, ‘transfer of functions’.  Some considered that transfer of functions was not 
broad enough to encompass the various restructurings which could occur in that 
grouping. 
  
Overall, the Board: 
• agreed progressing the project using the groupings provided by staff (this position 

was subsequently reconsidered by the Board); and 
• directed staff to reconsider the labels for group 1 and particularly group 2 to ensure 

they better encompass the broad suite of restructurings that could occur within each. 
 
Staff then moved discussion to consider public sector specific issues associated with each 
of group 1 and group 2 restructurings. 
 
Issues - Group 1 • not under common control - exchange   
 
Non-GBE-Type Acquisitions 
 
Staff noted the issue related to the acquisition of an entity whose under-lying assets 
predominately encompass service potential (eg: non-GBEs) vs economic potential (eg: 
GBEs).  The recognition of goodwill/purchase premium for non-GBE-type entities was 
inconsistent with the existing definition of goodwill in IFRS 3 (which focuses on 
economic potential).  Staff noted that the different treatment of goodwill based on the 
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under-lying assets of the acquired entity formed the basis of existing guidance of the 
Canadian public sector accounting standards board. 
 
In response to a question, staff clarified that any potential goodwill calculated would be 
based upon acquired assets which had been re-measured to fair value as at the acquisition 
date and therefore that re-measurement should encompass future service potential. 
 
Given the clarification, members expressed concern at the inappropriateness of allocating 
costs to future periods for service potential.   It was noted that some time in the future, 
there was the option for the recipient entity to re-measure its assets if it was felt that their 
full service potential was not correctly reflected in the existing carrying value. 
 
As such, the Board expressed the preliminary view: 
• supporting the Canadian approach that where the acquisition involved an entity where 

the under-lying assets predominately encompass service potential, any purchase 
premium/goodwill calculated after fair valuing the acquired identifiable assets and 
liabilities, should be immediately expensed; 

• supporting staff’s intention to review the definitions within IFRS 3 (eg: business, 
business combination) to take into consideration the service provision aspects of 
public sector entities. 

 
Issues - Group 2 
 

• not under common control – non-exchange  
• under common control – exchange 
• under common control – non-exchange  

 
In relation to group 2 restructurings, staff noted that the focus of the issues discussion 
would be on recognition, measurement and disclosures with brief discussion about 
terminology/definitions and presentation of the guidance within the IPSASB Handbook. 
 
Recognition 
 
Staff focused discussion on contribution by and distributions to owners and revenue and 
expense. 
 
Staff led the IPSASB through existing guidance in IPSASs 1, Presentation of Financial 
Statements and 23, Revenue from Non-Exchange Transactions (Taxes and Transfers) as 
well as the work of some national standard setters to assist in determining the most 
appropriate approach for recognition. 

• Restructurings under common control – exchange and non-exchange: staff discussion 
focused on the key tenet that ultimately the controlling body is restructuring within 
itself.  Supported by further rationale, staff advised that their preliminary view was 
that for such restructurings, recognition should be treated as a 
contribution/distribution by/to owner 
 

• Restructurings not under common control - non-exchange: staff focused on the key 
tenet that the control of the body requiring or imposing the restructuring is often 
transitory in nature.  As such, ultimately the controlling body is not restructuring 
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within itself.  Given this, the staff preliminary view was that such restructurings 
should more likely be recognized as revenue and expense. 

The Board re-considered an earlier expressed view that even when control is transitory, 
often in those situations, it could be considered that common control in substance actually 
exists over the entities being re-restructured.  However, in one jurisdiction a 
constitutional challenge was raised in the courts over the ability of an upper-level of 
government to combine two municipalities - and the municipalities won.  The outcome of 
the case provided evidence that the nature of the relationship between the parties perhaps 
was not as simple as what might have been thought. 
  
In considering these views, the Board overall was comfortable with staff’s preliminary 
views on recognition: 
• under common control – exchange – contribution by and distributions to owners; 
• under common control – non-exchange – contribution by and distributions to owners; 

and 
• not under common control – non-exchange – more likely revenue and expense. 
 
Measurement 
 
Staff noted that there was much existing guidance on measurement developed by 
standard setters which focuses essentially on the acquisition approach ie: measuring 
acquired assets and liabilities at fair value with guidance on the treatment of goodwill. 
 
• Restructurings under common control – exchange and non-exchange: as with 

recognition, staff discussion focused on the key tenet that no acquisition has occurred 
of an entity external to the government reporting entity - ultimately the controlling 
body is restructuring within itself.   As such, the application of re-measurement 
principles did not appear appropriate.  Re-measurement could result in the creation of 
artificial gains/losses and impose costs for both the revaluation and subsequent 
consolidation adjustment for the group reporting entity. 
 
As such, staff provided the preliminary view that for restructurings under common 
control, carrying value for the assets and liabilities impacted by the restructuring 
provides a better reflection of the substance of the transaction. 

 
Board members were comfortable with staff’s preliminary view to progress the project 
using carrying value as the measurement basis for restructurings under common control –  
exchange and non-exchange. 
 
• Restructurings not under common control – non-exchange: staff noted that much 

existing guidance indicated fair value as the appropriate measurement basis, most 
notably IPSAS 23 which requires an asset acquired through a non-exchange 
transaction to initially be measured at fair value. 
 
Staff noted that the application of a fair value measurement (an arms-length valuation 
basis) to a non-acquisition restructuring which will often not be an arms-length 
arrangement (eg: forced restructuring of municipalities), appeared inconsistent. 
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As such, staff revised its preliminary view so that for restructurings not under 
common control - non-exchange, that carrying value provides a better reflection of 
the substance of the transaction. 
 
A member noted that in guidance they are developing, fair value was the 
measurement basis being proposed in these circumstances for the recipient with cost 
being the basis for the transferor.  A key reason supporting this proposal was the 
existing guidance of standard setters where the combination occurs not under 
common control – further, the requirements on IPSAS 23 were relevant. 
 
In response it was raised that re-measurement in these circumstances seemed 
questionable – and further that it could be that carrying value and fair value would 
often be very similar.  An additional comment was made that carrying values were 
most appropriate noting that the recipient entity does have the choice to perform a 
complete revaluation after the restructuring has concluded.  A suggestion was made if 
there was a possibility to allow, only when a restructuring occurs, a one-off 
revaluation to be applied by the recipient which does not place them on a revaluation 
model.  
 
While the Board was finding a preference for the use of carrying values, there was the 
question of how to reconcile with the fair value basis in IPSAS 23.  Staff noted the 
inconsistency agreeing the need to reconcile the two.   Further, staff highlighted that 
in reconciling with IPSAS 23, reconciling with IPSASs 12, Inventories, 16 Investment 
Property and 17, Property, Plant and Equipment would also need to be addressed. 
 
A suggestion put forward was to possibly distinguish between IPSAS 23 and the 
restructuring by viewing one as a combination and the other as an acquisition.  A 
further suggestion was to somehow amend or further refine the application of IPSAS 
23 to a very particular unique circumstance.  Staff agreed to further consider all these 
suggestions. 
 

Therefore, subject to staff reconciling with IPSAS 23 (and other IPSASs), Board 
members were comfortable progressing the project using carrying value as the 
measurement basis for restructurings not under common control – non-exchange. 

 
• Mergers: staff briefly discussed possible issues where there is a merger – notably 

considering the merits of fresh start accounting. 
 
Staff considered that why there may be merits to fresh start accounting, the reality 
was arguably that for mergers in the public sector, the substance of the combining 
entities would continue to exist though within a new legal structure.  Further, from a 
pragmatic perspective, pooling of interest was considered a very well established and 
understood approach.  However with fresh start, the broad concepts tended to well 
understood with agreement on its detailed application appearing to be less commonly 
understood. 
 
As such, staff provided the preliminary view that in merger situations, carrying values 
(pooling of interest) should be the measurement basis. 
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The Board was informed of a jurisdiction where there was the potential for fresh start 
accounting possibly being a more appropriate basis for the some 2700 entities which 
were merging into one combined entity.  The Board acknowledged the uniqueness of 
this situation and requested staff to take such combinations into consideration – with 
the possibility of seeking out the experience of members to see if there were any other 
instances where fresh start accounting could be more appropriate.  
 
It was suggested if fresh start accounting should be provided in the IPSAS guidance 
as an allowable alternative.  The general view of the Board was to minimize 
alternatives within standards.  Further it was considered that generally, the substance 
of the merged entity has not changed and therefore made it questionable as to the 
appropriateness of applying fresh start accounting.  Further a comment was made that 
existing literature does not appear to have any detailed guidance on the application of 
the fresh start approach, and as such, to allow it as an allowable alternative within an 
IPSAS could further broaden the dimensions of any IPSASB project. 
 
A question was posed about the practicalities of preparing financial statements for the 
merged entity, in particular, the reporting period applied.  It was brought to the 
Board’s attention that in one jurisdiction, such mergers are legislated to only occur at 
the commencement of the financial year.   As such, there was no need to prepare 
financial statements for a partial period for the merged entity.  Given this legislative 
requirement, ‘cut-off’ between the old and combining entities was relatively clean.  
Another noted that in their experience the most usual circumstance was that a set of 
financial statements are prepared for the newly merged entity from the date of merger 
until the reporting date – even is this constitutes reporting for part of a period. 

 
Given the discussion the Board was comfortable progressing the project with staff’s 
preliminary view of applying the pooling of interest (carrying value) approach. 
 
Disclosures 
 
Staff gave the Board a brief overview of possible themes for disclosures.  Overall the 
Board considered the disclosures reasonable.  There was discussion that those relating to 
matters such as  rationale or planned objectives from the restructuring or explanations as 
to why the chosen method of restructuring (eg:merger) was used, were better reflected in, 
for example, management commentary. 
 
As such the Board was comfortable progressing the project with staff’s suggestions for 
disclosures except those relating to planned objectives or explanations as to why the 
chosen method of restructuring was used. 
 
Presentation within the IPSASB Handbook 
 
While cosmetic in nature staff presented (if only for the Board’s re-affirmation) the 
preliminary view that final guidance on the project should be broken into two separate 
IPSASs. The Board was comfortable with this preliminary view. 
 
Finally, staff gave a broad outline of planned timeframes of next steps for the project: 
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• November 2008: a preliminary draft of a public sectorized version of IFRS 3; 
• February 2009: draft exposure draft of IFRS 3 and a draft discussion paper for the 

group 2 restructurings (non-exchange only). 
 
Grouping of Restructurings - Reconsidered 
 
In providing a staff summary of preliminary views agreed by the Board, there was a 
reconsideration of the need for the project to consider those restructurings under common 
control – exchange.  There was concern as to the reality of occurrence of such 
restructurings.  Instead, some believed that out of the group 2 restructurings, the project 
should only focus on non-exchange restructurings.  In doing so, the Board could aim for a 
quick completion of an ED based on IFRS 3 for exchange transactions not under common 
control and focus energies into a project which deals with the more problematic non-
exchange restructurings which are more commonplace in the public sector. 
  
Opposition to the suggested scope out of restructurings under common control – 
exchange was not noted, and as such staff agreed to scope the group 2 restructurings to 
non-exchange restructurings only. 
 
Staff were cautioned against characterizing numerous types of restructurings as being 
public sector specific.  While the reality might be, for example, that common control 
restructurings are more frequent in the public sector, that did not make them a public 
sector specific occurrence.  Such restructurings and related issues could occur in the 
private sector.  Staff agreed and noted the point for future reference. 
 
Summary of Board Decisions 
 
• Grouping of Restructurings - 

o Group 1:  
 not under common control – exchange; and 

o Group 2: 
 under common control – non-exchange; and 
 not under common control – non-exchange; and 

o staff to reconsider the labels for group 1 and particularly group 2 to ensure they 
better encompass the broad suite of restructurings that could occur within each; 
and 

o staff to be cautious against characterizing numerous types of restructurings as 
being public sector specific; and 

• Issues - Group 1 
o Non-GBE-Type Acquisitions: 

 where the acquisition involves an entity whose under-lying assets 
predominately encompass service potential, any purchase premium/goodwill 
calculated after fair valuing the acquired identifiable assets and liabilities, 
should be immediately expensed; and 

 review the definitions within IFRS 3 (eg: business, business combination) to 
take into consideration the service provision aspects of public sector entities; 
and 

• Issues – Group 2 
o Recognition: 
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 under common control – non-exchange – contribution by and distributions to 
owners; and 

 not under common control – non-exchange – more likely revenue and 
expense; and 

o Measurement: 
 All group 2 restructurings to be at carrying value; and 
 seek examples where fresh start accounting may be appropriate; and 

o Disclosures - progress with staff’s suggestions except those relating to planned 
objectives or explanations for the chosen method of restructuring; and 

• Presentation within the IPSASB Handbook – the Board re-affirmed that final 
guidance from the project should be broken into two separate IPSASs. 

6. BORROWING COSTS / UPDATING IPSASs 

The IPSASB reviewed the agenda material provide by staff in light of the amendment 
made to the minutes to reflect their decision in March 2008. The IPSASB discussion 
focused primarily on the Basis for Conclusions to ensure that the IPSASB was clearly 
stating its reasons for departing from IAS 23, Borrowing Costs. The IPSASB agreed that 
the Basis for Conclusions should be restructured as follows: 
• Background to the project; 
• Borrowing costs in the public sector – to explain the differences between borrowing 

in the public and private sectors; 
• Non-cash-generating assets and revaluation model in IPSAS 17; 
• Specifically incurred borrowing costs and directly attributable borrowing costs; 
• Convergence with the statistical bases of reporting; and 
• Outlays and expenditures. 
 
The IPSASB agreed that IPSAS 5, Borrowing Costs should be modified to reflect its 
reasons for varying from the requirements of IAS 23, and concluded that the 
modifications required would likely be far less pervasive than originally anticipated. 
The IPSASB discussed the issues raised by staff in the agenda papers and: 
• confirmed its decision that only borrowing costs specifically incurred for the 

acquisition, construction or production of a qualifying asset (both cash-generating and 
non-cash-generating); 

• agreed that the ED should be issued as a mark-up of the current IPSAS 5, and should 
be titled Borrowing Costs (Revised 200X); and 

• agreed that the examples proposed by staff should be included in the ED. 
 
The IPSASB directed staff to redraft the Basis for Conclusions and to circulate it for 
approval. The ED will be redrafted in light of these comments and circulated to members 
for approval out of session. 

7. INTANGIBLE ASSETS 

The IPSASB reviewed the agenda material prepared by staff, including the submissions 
of comments made by Members. Staff provided an introduction to intangible assets by 
noting that the incidence of intangible assets is potentially much broader in the public 
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sector due to the wide scope of government to create and delegate powers and rights. 
Staff indicated that although intangible assets are unique, in many ways the accounting 
treatment is similar to that of other IPSASs, such as IPSAS 17, Property Plant and 
Equipment. 
 
Staff provided an overview of the components of intangible assets that are currently 
defined in the IASB standard, IAS 38,  Intangible Assets and SIC 32, Intangible Assets – 
Web Site Costs. It was also noted that changes to intangible assets from the IASB’s 
annual improvements project would be considered. There was also some discussion of 
the now withdrawn IASB interpretation IFRIC 3. 
 
Staff highlighted the work of national sector standard setters who have recently 
promulgated standards or guidance in the area of intangible assets for the public sector, 
including: 
• South Africa – GRAP 102 Intangible Assets; 
• United States – Statement 51 Accounting for Intangible Assets; 
• Australia – AASB 138 Intangible Assets; and 
• United Kingdom – FReM Guidance on Intangible Assets and IAS 38 
 
Before getting into any discussion of issues highlighted, a concern was expressed that 
significant public sector issues are not adequately addressed in IAS 38 and that they may 
not be adequately addressed in this project. There was specific concern about rights 
granted by statute with two examples provided - the right to levy tolls and the right to 
operate gambling concessions. It was thought that these rights should be scoped out of 
the project. 
 
A point was also raised about the need to have additional public sector examples. There 
was also concern about the need to discuss scoping out public sector issues. In addition  
linkages to other projects was raised, such as service concession arrangements, 
conceptual framework and also possibly heritage assets.  
 
The IPSASB then discussed the public sector specific issues related to intangible assets. 
Staff had identified 10 public sector issues relating to intangible assets in the issues paper 
as follows:  
1. Treatment of rights granted by statute or legislation; 
2. Future economic benefit or service potential; 
3. Treatment of assets not acquired or developed; 
4. Internally generated goodwill and research and development; 
5. Treatment of  web site costs; 
6. Changing of expense to intangible asset; 
7. Emissions Trading Schemes; 
8. Non-exchange transactions; 
9. Proposed scope; and 
10. Transitional provisions. 
 
Most of the Board’s discussions focused on rights granted by statute or legislation. The 
Board agreed that these rights, such as the right to levy taxes, are not adequately 
addressed in the private sector IAS 38 standard. Members had various views as to how 
these should be treated. Some members thought that they should be included as intangible 
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assets but would not be recognized because they cannot be measured reliably. Other 
members disagreed, noting that these rights would not meet the definition of an asset in 
the first place and therefore would not meet the definition of an intangible asset to even 
be considered for recognition.  Some considered legislation gives you the power, 
exercising the power gives you the right, which leads to an asset. 
 
As such the Board agreed: 
• that “rights granted by statute or legislation” should be first addressed in the IPSASB 

Conceptual Framework project phase 2, especially the discussion and definition of 
assets in relation to powers and rights; and 

• that the Intangible Assets project will be an IFRS convergence project and that “rights 
granted from statute or legislation” should not be included; and 

• that the articulation of the exclusion should be carefully worded and avoid the 
assumption that it is or is not an asset. This definition should be left for the 
conceptual framework project. 

 
In considering remaining issues the Board: 
• gave support and further insight into issues 2- 6, suggesting the use of additional 

examples from other regions would be valuable; 
• noted that issue 7, Emissions Trading Schemes, should be excluded from the scope of 

intangible assets and treated in a separate IPSASB project. This project is already 
included on the rolling list of projects for evaluation in work planning; 

• gave support for issues 8 – 10 and made various suggestions for improvement; and 
• noted a further issue of the use of the revaluation model for – service potential 

revaluation – where no market exists. It was agreed that a market must exist for 
revaluation. 

 
Having considered the issues presented, the IPSASB agreed with moving forward with 
the project.   As such, staff plan to provide an exposure draft of a converged public sector 
version of IAS 38 for IPSASB approval at its October meeting. 
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8. APPENDIX 1 - ACTION LIST – JUNE 2008 MEETING 

INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS BOARD 
ACTION LIST – June 2008 MEETING 

 

Action Required Person(s) 
Responsible 

Date to be  
Completed 

1. Conceptual Framework Phase 1 
• Executive summary and reporting entity 

to members for review 

 
Fox/Sutcliffe 

 
July 14 

• Provide comments to staff  Members TAs & 
Observers 

July 31 

• Revise paper and send for Plain English 
review 

Staff August 20 

• Circulate to Members for approval Staff August 29 
• Members approve CP Members September 13 
• Publish on IFAC website Staff September 30 

2. Conceptual Framework Phase 2 
• Prepare draft consultation paper for 

consideration by IPSASB that further 
explores issues of definitions of elements 

Beauchamp/Fox September 15 

• Identify public sector specific examples to 
assist in discussion of issues 

Members/ 
Beauchamp 

  September 15 

• Explore rights and obligation approach for 
discussion of asset definitions 

Beauchamp September 15 

• Consider liability definition further 
including possibility of leaving it 
unchanged 

Beauchamp September 15 

• Consider definition of equity/net assets 
further including use of the term “interest”

Beauchamp September 15 
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3. Financial Instruments 
• Distribute the South African Accounting 

Standards Board Discussion Paper and CICA 
Statement of Principles 

 
Stanford, Bohun-

Aponte 

 
June 25 

• Further exploration of key issues raised in 
Initial Issues Paper 

Stanford, Bohun-
Aponte 

July 25  
 

• Prepare analysis of consequences of 
addressing public sector specific financial 
instruments within the IFRS convergent 
IPSASs and consider impact for draft 
implementation guidance as appropriate 

Bohun-Aponte 
 
 

September 5 
 
 

• Request members to provide proposed or 
actual treatment of public sector financial 
instruments in their jurisdiction 

Bohun-Aponte July 31 

• Send members a summary of jurisdictional 
treatments 

Bohun-Aponte September 15 

• Prepare revised issues paper and/or draft 
Implementation Guidance  

Stanford, Bohun-
Aponte 

September 30 

4. IFRICS/IFRS Convergence & 
Workplan 

• Add individual IFRICS to rolling list of 
projects to be prioritized for IFRS 
convergence 

 
 

Fox 

 
 

June 30 

• Include IFRICS within project scope for 
those projects already in development,  
specifically FI, Intangible Assets and 
Service Concession Arrangements 

All 
 

Ongoing 
 

• Revise workplan to reflect decisions and 
resources available 

Fox June 30 

• Add GBEs to workplan Fox July 31 
• Assess “Rules of the Road” to consider 

whether any changes required as a result 
of feedback 

Fox August 31 

5. Cash Basis Review 
• Liaise with Task Force Chair to determine 

approach and next steps 

Fox July 31 

• Contact Task Force once project approach 
finalized and arrange electronic meeting 

Fox August 31 
 

• Report back to World Bank, SECO and 
others on progress on project 

Fox September 15 
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6. Entity Combinations 
• Develop draft ED of converged IFRS 3, 

including goodwill for service potential 

 
Naik 

 
November 2008  

 

• Develop draft discussion paper (DP) on 
PS project covering  non-exchange 
combinations only   

 
Naik 

 

 
January 2009 

 
• In DP, reconcile use of carrying value in 

non-exchange combinations not under 
common control with IPSAS 23 (and 12, 
16, 17)  

Naik 
 

January 2009 
 

• For DP, seek examples from members 
where fresh start accounting may be more 
appropriate than pooling of interests 

Naik January 2009 

7. Borrowing Costs 
• Distribute Revised Basis for Conclusions to 

members for comment 

 
Stanford, Bohun-

Aponte 

 
July 1 

 
• Provide comments on Basis for Conclusions 

to Staff 
Members, TAs & 

Observers 
July 10 

• Distribute amended ED 35, “Borrowing Costs 
(Revised 2008)” to members for approval 

Stanford, Bohun-
Aponte 

July 16 
 

• Send Ballots for ED 35 to staff Members July 31 
• Public ED 35 on IFAC website Staff August 15 

8. Intangible Assets 
• For issues identification purposes, amend 

materials to address definition of an asset 
with respect to rights granted by statute 
and consider this in the context of CF 
phase 2 

 
Fox 

 
August 18 

• Markup of IAS 38 for ED in October Fox September 15 
• Continue to consider Emissions Trading 

Schemes in workplan as part of ongoing 
“rolling list” of projects (already on list) 

Fox Ongoing 
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9. APPENDIX 2 – BOARD VOTING RECORD 
Vote #1 – ED 35, “Borrowing Costs (Revised 200X)” (via e-mail between meetings)  

MEMBER VOTING RECORD 

Agenda Item # electronic vote Date Vote Taken: between meetings 
 

Description of Voting Topic: 
ED 35, “Borrowing Costs (Revised 200X)” 

 
IPSAS____ ED _XX_ CP_____ Other____  Board member In Favor Against Abs ain t Abs nt e No es t  M  ike Hathorn (Chair)      1 And nn reas Bergma      2 Anne Owuor      3 D  avid R. Bean      4 Erna Swart      5 Fra ik ns D.J. van Scha      6 Greg Schollum      7 Hong Lou      8 Larry R. White      9 Mar ier ie-Pierre Cord      10 Omer Duman      11 Peter Batten      12 Ri e chard J. Nevill      13 Sheila Fraser      14 Stefano Pozzoli    1

 

 15 Tadashi Sekikawa      16 Tom H arald enry Olsen (HBr ) andsås proxied      17 Yossi Izk ch ovi      18 TOTALS 14 2 1 1   
 

                                                 
1 For postal ballots, a non-response is recorded as an absence. 
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10. APPENDIX 3 – BOARD VOTING RECORD 
Vote #2 – Consultation Paper – Conceptual Framework for General Purpose 
Financial Reporting by Public Sector Entities 

 
MEMBER VOTING RECORD  – VOTE BY 20 SEPTEMBER 

Agenda Item # electronic vote Date Vote Taken: between meetings 

Description of Voting Topic: 
Consultation Paper – Conceptual Framework for General Purpose Financial Reporting by 

Public Sector Entities 
IPSAS____ ED ____ CP_XX_ Other____ 

 Board member In Favor Against Abs ain t Abs nt e No es t  M  ike Hathorn (Chair)      1 And nn reas Bergma      2 Anne Owuor      3 D  avid R. Bean      4 Erna Swart      5 Fra ik ns D.J. van Scha      6 Greg Schollum      7 Hong Lou      8 Larry R. White      9 Mar ier ie-Pierre Cord      10 Omer Duman      11 Peter Batten      12 Ri e chard J. Nevill      13 Sheila Fraser      14 Stefano Pozzoli    2
 

 15 Tadashi Sekikawa      16 Tom H arald enry Olsen (HBr ) andsaas - proxy      17 Yossi Izk ch ovi      18 TOTALS 17 - - 1 18  
 

                                                 
2 For postal ballots, a non-response is recorded as an absence. 
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