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1. OPENING REMARKS & MINUTES 

1.1 Attendance – Paris, France 
 PARTICIPANTS ATTENDEES APOLOGY/ 

NIA* 

 IPSASB Members   
1 Andreas Bergmann (M), Chair X  
  Stefan Berger (TA) X     
2 David Bean (M), Vice-Chair X      
3 Ian Carruthers (M) X    Chris Wobschall (TA) X  

4 Marie-Pierre Cordier (M) X  
  Baudouin Griton (TA) X     
5 Mariano D’Amore (M) X  
  Fabrizio Mocavini (TA) X     
6 Sheila Fraser (M – Public) X   
  Stuart Barr (TA) X     
7 Yosef Izkovich (M) X  
  Yali Rothenberg (TA)1 X     
8 Hong Lou (M) X  
  Huang GuoHua (TA)2 X     
9 Thomas Müller-Marqués Berger (M) X  
  Gillian Waldbauer (TA) X     
10 Anne Owuor (M) X     
11 Jeannine Poggiolini (M) X  
  Amanda Botha (TA)3 X     
12 Bharti Prasad (M) X  
  Preeti Ja (TA) X     
13 Ron Salole (M) X   
  Tim Beauchamp (TA) X     
14 Tadashi Sekikawa (M) X  
  Kenji Izawa (TA) X     
15 Isaac Umansky (M) X  
  Marta Abilleira (TA)  X     
16 Frans van Schaik (M) X  
  Thomas van Tiel (TA) X     
17 Ken Warren (M)    X  
  Joanne Scott (TA)  X  

                                                 
1  In lieu of Michael Arad 
2  In lieu of Yangchun Lu 
3  In lieu of Lindy Bodewig 
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 PARTICIPANTS ATTENDEES APOLOGY/ 
NIA* 

   
18 Tim Youngberry (M) X  
  Clark Anstis (TA) X  

 Observers   

ADB Hong-Sang Jung (O)  X 
EC Rosa Aldea Busquets (O)  X 
Eurostat John Verrinder (O)    X  
IASB Warren McGregor  X 
 Li Li Lian (O) X (March 7–8)  
IMF Abdul Khan (O)   X 
INTOSAI Robert Dacey (O)  X 
OECD Jon Blondal (O) X  
UN Jay Karia (O)  X   
UNDP Daniel Bato (O)  X 
World Bank Simon Bradbury (O) X (March 9–10)  

 IFAC Staff   

IFAC Jim Sylph, Executive Director, 
Professional Standards (S) 

X  

IFAC –  Stephenie Fox (S) X  
IPSASB John Stanford (S) X  
 Annette Davis (S) X  
 Gwenda Jensen (S) X  
 Joy Keenan (S) X  
 Paul Sutcliffe (S)  X 
GASB Lisa Parker (Service Performance 

Reporting) 
X (March 7)  

* NIA   Not in Attendance 
(M)  Member 
(TA)  Technical Advisor 
(O)  Observer 
(S)  IFAC Staff 

1.2 Opening Remarks 

The Chair thanked the OECD for hosting the meeting and the Cour des comptes and 
Public Sector Accounting Standards Council (CNoCP) and the French members of IFAC 
(la Compagnie nationale des commissaires aux comptes et le Conseil supérieur de l'ordre 
des experts comptables) for hosting the reception on March 8, 2011. 
The Chair also welcomed those in the public gallery attending the meeting from the 
Kingdom of Morocco and noted that other jurisdictions in northern Africa had also 
expressed interest in the IPSASB’s work. 
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The Technical Director noted that, although not all locations for 2012 meeting dates had 
been confirmed, the dates of the meetings would be as follows: 
 
• March 5–8  
• June 11–14  
• September 10–13  
• December 3–6  

1.3 Approval of Minutes of November 2010 Meeting – Jakarta, Indonesia  

The minutes of the IPSASB meeting held on November 1–4, 2010 were approved 
without amendments. 

1.4 Communications and Liaison  
The Chair noted Members’ significant efforts around the world on behalf of the IPSASB 
to encourage IPSAS adoption, as shown in the communications activities report. He 
encouraged complete reporting of such activities to staff to enable consideration of 
regions where efforts may need to be focused. 

1.5 Definition of a Professional Accountant  

The Technical Director provided background on the IFAC Staff Paper, A Proposed 
Definition of “Professional Accountant”, noting that the former Vice-Chair of IPSASB, 
Erna Swart, was on the IFAC task force that developed the paper. 

Members made certain comments on the paper, which would be passed on to the IFAC 
staff person responsible. It was also noted that the comment date for the paper is July 25, 
2011. 

1.6 IASB Workplan Summary  
A staff analysis of the potential impacts of the IASB’s workplan on IPSASs was 
considered. It was noted that the IPSASB-IASB Liaison Committee planned to meet prior 
to the incoming IASB Chairman assuming his role and that the current and new IASB 
Chairman and Vice-Chairman as a transition. In addition, it was noted that Frans van 
Schaik had met with the incoming IASB Chairman.  

1.7 Presentation of France Cour des comptes and CnOCP  

M. Didier Migaud, premier president of the Cour des comptes, provided an overview of 
the Cour des comptes. He noted that the Cour des comptes is responsible for the quality 
of financial reporting in the government accounts and that the work of the IPSASB is 
considered. In particular he noted that all IPSASB consultations are responded to.  

M. Michel Prada, Chairman of the CnOCP, provided an overview of the Council and its 
work. He informed the IPSASB that the Council considers the international business 
standards, but takes into account public sector differences. 
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2. SERVICE PERFORMANCE REPORTING 
Discuss issues and review draft Consultation Paper (Agenda Item 3) 

The IPSASB welcomed Lisa Parker, a Project Manager with the US Governmental 
Accounting Standards Board, who is serving as the lead staff member on this the project. 
Lisa was present at the meeting and led much of the discussion.  

Initial discussions of the individual issues presented within the Consultation Paper were 
held at the June and November 2010 IPSASB meetings.  At the March 2011 meeting, the 
IPSASB deliberated the first draft of the Consultation Paper, Service Performance 
Information.  Members first provided the project staff with feedback on the content and 
format of the Consultation Paper. 

A consensus was reached that presenting the Consultation Paper as a neutral document 
that focuses on the content of a service performance report and provides discussion of the 
issues, rather than presenting preliminary views of the IPSASB, was most appropriate.  
The Members agreed that this neutral format will provide respondents a basis on which to 
form a response to the due process document. 

Generally, the Members agreed that the document was too long and that some of the 
background research should be deleted from the Consultation Paper and moved to an 
appendix.  The Members also agreed that the information related to the December 2010 
Exposure Draft, Conceptual Framework for General Purpose Financial Reporting by 
Public Sector Entities: Role, Authority and Scope; Objectives and Users; Qualitative 
Characteristics; and Reporting Entity (CF ED1) could be deleted from the Consultation 
Paper.  The Members agreed that most respondents to this Consultation Paper will be 
knowledgeable about CF ED1 and the issues within it that relate to the service 
performance information project. Finally, the Members agreed that the references to 
“measures/indicators” should be changed to “indicators” as this is the more commonly 
recognized terminology. 

Members then provided the project staff with direction for the preparation of the second 
draft of the Consultation Paper to be presented to the IPSASB at the June 2011 meeting.  
Each section of the draft Consultation Paper was discussed individually. The following 
reflects the major issues, where applicable, discussed for each individual section. 

Section 1 – Introduction to Service Performance Reporting 

The following amendments were discussed and agreed upon by the majority of the 
Members: 

Section 1.1, What is Service Performance 

• This section needs a clear reference back to the conceptual reporting framework when 
stating that service performance reporting is a part of General Purpose Financial 
Reports (GPFRs). 

• This section should not discuss service performance information being used for 
internal management purposes.  The Members noted that this deletion will highlight 
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that the Consultation Paper is focused on the reporting of this information for external 
users. 

Section 1.3, Why Voluntary Guidance on the Reporting of Service Performance 
Information 

• This section should not state that the Consultation Paper is intended to inform the 
development of voluntary reporting guidance.  Rather, a consensus was reached that 
this section should provide a more neutral discussion that identifies the options of 
required or voluntary guidance and the advantages and disadvantages associated with 
each alternative.  This format will provide respondents to the Consultation Paper a 
basis on which to form a response to the due process document.  

Section 2 – Scope of the Consultation Paper 

The following amendments were discussed and agreed upon by the majority of the 
Members: 

Section 2.1, Development of a Consistent Framework for Reporting Service Performance 
Information 

• This section should include a discussion, similar to the fiscal sustainability project, on 
the basis of accounting necessary for the reporting of service performance 
information.  The discussion should include how to use the service performance 
information in the context of GPFR and to enhance the reporting of accountability. 

Section 2.2, Service Performance Information outside the Scope of this Project 

• This section should discuss the scope of the project and not the scope of the 
information and the title of this section should be changed to reflect this. 

• Paragraph 2.2.2 should not be included in this section but is more appropriate in 
Section 1.2, Why Service Performance Reporting is Important. 

Section 3 – Service Performance Terminology 

The following amendments were discussed and agreed upon by the majority of the 
Members:  

Section 3.1, Status of a Standardized Service Performance Terminology 

• This section needs to provide a context for what constitutes a key element.  

Section 3.2, Potential Definitions of Service Performance Terminology 

• The diagram in Paragraph 3.2.2 needs to delete goals and place the efficiency and 
effectiveness measures below the inputs, outputs, and outcome measures to reflect 
that they represent relationships. 
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• Generally, a consensus was reached that this section needs to present the preliminary 
views of the IPSASB in regards to how to define these terms.  The preliminary views 
should be referred to as working definitions. 

Section 3.3, Goals 

• This section should be deleted as the Members were in consensus that they did not 
want to distinguish between goals and objectives in a standardized service 
performance terminology.   

Section 3.4, Objectives 

• The working definition of objectives should be, “An objective is a statement of the 
result a public sector entity is aiming to achieve” and included within the discussion 
of this section. 

Section 3.5, Efficiency Indicators 

• The working definition of efficiency indicators should be, “Efficiency indicators are 
measures of the relationship between inputs to outputs or outcomes” and included 
within the discussion of this section. 

Section 3.6, Effectiveness Indicators 

• The working definition of effectiveness indicators should be, “Effectiveness 
indicators are measures of the relationship between outputs to outcomes” and 
included within the discussion of this section. 

Section 3.7, Inputs and Section 3.8, Outputs 

• The working definitions of inputs and outputs should be included within the 
discussions of their respective sections. 

Section 3.9, Outcomes 

• The working definition of outcomes should be, “Outcomes are the impacts of a 
program or service (outputs) in terms of achieving the objectives” and included 
within the discussion of this section. 

Section 3.10, Performance Indicators 

• The working definition of performance indicators should be “Performance indicators 
are quantitative or qualitative measures that describe the extent to which a program or 
service is achieving its objectives” and included within the discussion of this section.  

Section 4 – The Objectives of Reporting Service Performance Information and Users of 
Service Performance Information 

The following amendments were discussed and agreed upon by the majority of the 
Members: 
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Section 4.3, Service Performance Information Needed to Meet User Needs 

• Paragraph 4.3.1 needs to clarify that the service performance information identified as 
being necessary to meet user needs is not an exhaustive list.  Paragraph 4.3.2 needs to 
clarify that the types of information identified are not mutually exclusive and that 
there are some overlaps that exist between them. 

Section 4.10, Information on Factors that Influence Results 

• This section needs to clarify that this information would be presented as a narrative 
description. 

Section 5 – The Qualitative Characteristics of Service Performance Information 

The following amendment was discussed and agreed upon by the majority of the 
Members for the entire section: 

• The focus of this entire section needs to be on how the qualitative characteristics are 
attributed to the content elements presented in Section 6, Which Content Elements of 
Service Performance Information Should be Considered for Inclusion in General 
Purpose Financial Reports. 

Section 6 – Which Content Elements of Service Performance Information Should be 
Considered for Inclusion in General Purpose Financial Reports  

The following amendment was discussed and agreed upon by the majority of the 
Members: 

Section 6.3, Information on the Scope of the Service Performance Information Presented 

• The discussion of disclosure necessary on the extent of assurance or verification, if 
any, obtained on service performance information does not belong in the scope 
section and needs to be placed elsewhere in the Consultation Paper.  It was 
recommended that this discussion may be more appropriately placed in the qualitative 
characteristic discussion. 

Section 7 – Alternatives for Reporting Service Performance Information  

The following amendments were discussed and agreed upon by the majority of the 
Members 

Section 7.1, Relationship between General Purpose Financial Statements and General 
Purpose Financial Reports  

• This section needs to clarify what is meant by General Purpose Financial Reports. 

• This section should not be prescriptive on where to report service performance 
information, but rather discuss all of the options for respondents to consider and 
provide feedback. 
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• This section should include a discussion of the decision tree included in the 
Conceptual Framework Project. 

Members asked staff to work with the TBG to develop a second draft of the Consultation 
Paper taking into account the comments noted above. 

3. CONCEPTUAL FRAMEWORK4 (Agenda Item 2) 
3.1  Conceptual Framework – Coordinator’s Report  

The IPSASB considered a report from the Project Coordinator dealing with: 

• Project Plan; 
• Amendment to the Advisory Panel Terms of Reference; and 
• Flow Chart, Reporting Information in Accordance with the Conceptual Framework. 
 
There was also an additional agenda item on the topic, “What is a General Purpose 
Financial Report?”, which Members directed should be added to the agenda following 
consideration of the Flow Chart. 

 
Project Plan  
The project plan and the pressure points identified by the Coordinator were noted. It was 
agreed that the plan would be considered in greater detail at the June meeting when 
progress on the Phase 4 Consultation Paper will be clearer. The project plan would be re-
circulated after the meeting. 
 
Terms of Reference of Standard Setters Advisory Panel  
Members noted the modification to the Terms of Reference of the Standard Setters 
Advisory Panel (SSAP) that formalized the practice whereby comments received from 
the SSAP would be circulated to the IPSASB. 
 
Members also noted the creation of an electronic “closed forum” for SSAP members, 
which is also available to Members and TAs from the same jurisdictions as SSAP 
members. 
 
Flow Chart, ‘Reporting Information in Accordance with the Conceptual Framework’ 
Members considered the Flow Chart on ‘Reporting Information in Accordance with the 
Conceptual Framework’. The Flow Chart had initially been tabled at the June 2011 
meeting and had then been further developed out-of-session prior to a brief discussion at 
the Jakarta meeting.  
 
There was general support for continuing to develop the flow chart. A number of 
Members agreed with the view that it was a valuable tool in evaluating conceptual 
thinking. Members also agreed that its exposure for public comment would be 
                                                 
4  The Project Brief for the Conceptual Framework consists of three subject groups. Group 1 addresses: 

the role, authority and scope; objectives and users; qualitative characteristics, and the reporting entity 
(also referred to as Phase 1 – see Item 2.2). Group 2 addresses elements of GPFSs and recognition 
(also referred to as Phase 2 – see Item 2.3), and Group 3 addresses measurement (also referred to as 
Phase 3 – see Item 2.4) and presentation and disclosure (also referred to as Phase 4 – see Item 2.5). 
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appropriate, although it was also agreed that, at present, it was not sufficiently developed 
for publication. An Overarching Issues Task Based Group (OITBG) was established to 
further develop the Flow Chart and address other issues that overarch all phases of the 
Conceptual Framework. David Bean, Ian Carruthers, Jeanine Poggiolini and Ron Salole 
were appointed to the OITBG. Paul Sutcliffe & John Stanford would be involved as staff 
and Li Li Lian of the IASB Staff would be copied into electronic communications. 
 
In reviewing the Flow Chart a number of members suggested that the starting point 
should be the existence of users for information rather than the existence of a reporting 
entity or group reporting entity and that the sequencing of actions should reflect the 
ordering of the first phase of the project, i.e., Box 2 (Information likely to be useful to 
users of GPFRs), Box 1 (Identification of reporting entity or group reporting entity), Box 
3 (Is information within the scope of financial reporting?). Other points that were made 
included: 
 
• Title – It was suggested that Box 3 might provide the title of the Flow Chart. Some 

questioned whether this might be too ambitious and suggest that the Flow Chart is 
attempting to achieve too much. 
 

• Box 4 (Can item be expressed in quantitative financial terms?) and Box 6 (Is there 
adequate evidence of existence and can the item be measured?) – It was suggested 
that there is tension between these boxes. It was questioned whether Box 4 is needed 
or, alternatively, that Box 4 and Box 6 might be amalgamated. 
 

• Box 8 (Does the presentation of this element need to be supplemented by further 
information?) and Box 9 (Recognition on face of financial statements) – It was 
suggested that Box 9 should precede Box 8 on the grounds that the decision to 
recognize an element precedes decisions on whether further disclosures related to that 
element are necessary. In Box 8 the overarching term “presentation” should be 
replaced by the more specific term “display”, reflecting the current approach in Phase 
4. 
 

• Box 10 (Does it explain or elaborate on items that have satisfied the definition of one 
of the elements?) and Box 13 (Do representations satisfy the Qualitative 
Characteristics and Constraints sufficiently?) – There was a general view that greater 
clarification of the relationship between these boxes was needed and a proposal that a 
“No” from Box 5 (Does the item satisfy the definition of one of the elements of 
financial statements?) could take you to either Box 10 or Box 13, rather than just Box 
10 i.e., a “No” response might lead you to either consideration of disclosure in a note 
to the accounts or in the broader GPFRs.  

 
It was also pointed out that that Box 10, as drafted, is too narrow and would not cater 
for disclosures on contingent liabilities and contingent assets. It may be appropriate to 
have a note in the financial statements about an item that meets some but not all of 
the characteristics of an element. Wording such as “complementary to” or 
“supplementary to” might be appropriate. 
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• Box 14 (Presentation in GPFRs, but not in financial statements including notes) and 
Box 16 (Not included in GPFRs) – The “No” arrow between these two boxes should 
be deleted. 
 

• Column 3 of Flow Chart (i.e., Boxes 13 & 14) – These boxes brought into 
discussion the “What is a GPFR question” that was the subject of an additional 
session (see below). 

What is a General Purpose Financial Report? 
The discussion on the boundary between information appropriate for the GPFRs and 
information, which might be useful for users, but which is outside the GPFRs led to a 
further and additional session, which addressed the issue “What is a General Purpose 
Financial Report?” Staff and the Chair of the Task Force on Long-Term Fiscal 
Sustainability (LTFS Task Force Chair) highlighted a number of issues for consideration 
in a slide presentation. They noted that the Phase 1 Exposure Draft had made a number of 
points and proposals about GPFRs, notably that they: 
 
• Include the financial statements, but are more comprehensive; 
• Present information about the past, present & future useful to users—including 

financial & non-financial quantitative and qualitative information; 
• Are likely to comprise multiple reports responding to objectives and matters included 

within scope; 
• May not satisfy all information needs; and 
• May need to be read with other information provided by government, public sector 

entities (and, in some cases, private sector entities). 

Staff noted that a diagram in the Phase 1 Consultation Paper had distinguished additional 
information outside the financial statements in the GPFRs from information outside the 
GPFRS in a “special purpose (and other financial reports)” category. It was tentatively 
proposed that what distinguishes a GPFR from reporting in the special purpose or other 
reporting category is a linkage with financial performance and financial position. In the 
context of long-term fiscal sustainability it was suggested this boundary might be 
illustrated by the distinction between (a) information showing the fiscal path based on 
current policies and entitlements under existing programs and (b) a narrative description 
of government’s policy intentions to address a projected deficit. The former would be 
within the boundary of financial reporting, whereas the latter would be outside the 
boundary and in the “special purpose or other reporting” category. In broad concordance 
with this view it was suggested that, while the IPSASB should go beyond accounting 
standards it needed to apply a “financial” test in addressing “more comprehensive” scope 
areas. 

Some Members felt that the IPSASB should not be over-constrained by a focus on 
financial performance, citing the need for flexibility to respond to user needs. According 
to this view, performance is not just financial. User needs might lead to a need to address 
information areas, such as ecological integrity and the management of national or sub-
national heritage. According to this view accountability needs to be considered more 
widely, encompassing, for example, the management of increasingly scarce resources 
such as water. It was suggested that consideration should be given to questions such as 
which parts of an Annual Report are GPFRs and how integrated reporting fits into the 
classification that the IPSASB has developed. 
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A converse view is that the IPSASB’s mandate should be more limited and that the 
IPSASB needs to be aware of the potential reaction of constituents, while acknowledging 
that the concepts and principles in the Conceptual Framework project might be useful for 
non-financial reporting. In accordance with this view one Observer commented that he 
heard the view that the IPSASB should focus on “pure” accounting issues rather than 
addressing issues that are, arguably, on the boundary of financial reporting. Other groups 
might be better placed to address broader accountability issues. It was agree that the 
OITBG should further consider this issue. 

Staff then raised the issue of what distinguished information appropriate for the financial 
statements from information appropriate for the GPFRs outside the financial statements. 
Staff suggested that such information might embody the characteristic of linkage to 
elements recognized on face of financial statements and disclose:   

• Further disaggregation of items on face; 
• Trend information; 
• Information on another measurement basis—alternative use; 
• Information on methodologies for measurement; 
• Information on risk; and 
• Items that meet some but not all of characteristics of an element such as contingent 

liabilities and contingent assets. 
 
It was suggested that the slide presentation needed a further slide to emphasize the key 
point that disclosure is no substitute for display on the face of a financial statement. 
Members considered that this issue relates to an “internal boundary” and some saw this as 
a secondary issue to determining the scope of financial reporting. Members directed that 
this issue should be addressed in the context of the development of the Flow Chart. 
 
3.2 Conceptual Framework for General Purpose Financial Reporting –
Presentation: Discuss Issues (Agenda Item 2A) 
 
Staff presented an issues paper on presentation concepts and a preliminary draft 
Consultation Paper (CP). Four key issues related to Phase 4 of the Conceptual 
Framework “Presentation” were identified. The IPSASB was asked to provide directions 
to staff on how to address these issues and on the structure of the draft CP. 
 
Issue 1 – Descriptions of “Presentation” and “Disclosure” 
 

Staff sought clarification of a direction the Board had given in November 2010. There 
was some uncertainty as to whether the IPSASB thought that presentation and disclosure 
were distinct aspects or whether in fact presentation is a broader term that includes 
disclosure. Current practice has typically used the term presentation to mean on the face 
of the financial statements and disclosures to mean in the notes thereto. One Member 
noted that it is important to establish a convention and to apply that convention 
consistently.   
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elements and their measurement were developed through application of objectives and 
QCs. Members had different views about the extent to which the presentation concepts 
and the QCs should be similar. There was also concern that the proposed concepts were 
simply repeating the QCs rather than providing presentation-specific concepts. Some 
Members thought that even where a concept mapped primarily to one QC this could be 
helpful in establishing presentation requirements when standard setting. 
 
Issue 3 – Separate GPFRs  
 
Conceptual Framework Exposure Draft 1, Conceptual Framework for General Purpose 
Financial Reporting by Public Sector Entities: Role, Authority and Scope; Objectives and 
Users; Qualitative Characteristics; and The Reporting Entity (CF ED1) states that 
GPFRs are likely to comprise multiple reports, each responding more directly to certain 
aspects of the objectives of financial reporting and matters included within the scope of 
financial reporting. Members confirmed that the Presentation CP should not seek to 
develop concepts to indicate whether a new information area should be presented in an 
existing GPFR, a new GPFR, or a combined GPFR, but instead should focus on how 
information should be presented in a GPFR once a new information area is identified. 
Members agreed that decisions on where information on an area within the scope of 
financial reporting is presented should be addressed at the standards level.  
 
Issue 4 – Structure of CP and Illustrative Presentation Concepts  
 
Members were asked for directions on the proposed structure for the Presentation CP and 
the following five illustrative presentation concepts presented therein: 
 
Concept 1 – Presentation should make clear any important relationships between 
information displayed in different parts of a GPFR. 
 
Concept 2 – Presentation should ensure that information in a GPFR is at the right level of 
detail to support achievement of users’ needs. 
 
Concept 3 – Information complementary to the financial statements and necessary to 
achieve financial reporting objectives and users’ needs should be presented in GPFRs. 
 
Concept 4 – Presentation should remain consistent over time for the same reporting 
entity to the extent appropriate. 
 
Concept 5 – The benefits of presenting information should exceed the costs. 
 
Members noted that the structure of the paper will need to be amended to reflect the 
Board’s decision on presentation, disclosure, and display. The paper should include very 
brief coverage of how the concepts were developed.  
 
Members considered that concepts 1, 2, 4, and 5 were worth developing further. Further 
development should include: 
 
• Mapping the relationship between each concept and the QCs.  



Page 15 
 

• Making the concepts more useful for standard setting and showing how they would 
work in practice by providing examples of their application. 

• Considering whether there are other concepts that should be included. 

• Considering the relevance of work undertaken on the flowchart for information 
location issues. 

The IPSASB would review the revised presentation concepts at the June 2011 meeting 
and then decide whether the illustrated approach to presentation concepts would be 
appropriate for the Framework. Members then provided their views on each specific 
concept.  

Concept 1 – Presentation should make clear any important relationships between 
information displayed in different parts of a GPFR 

Some Members expressed concern that the list of presentation techniques was more 
appropriate for the standards level and related too much to private sector users’ needs as 
described by the IASB, whereas the focus should be on public sector users’ needs. 
Members discussed situations where linkage may need to be provided in a GPFR to 
information in other GPFRs and possibly to information outside of the GPFRs. It was 
also noted that information users can benefit from standardization. For example coding of 
information on the face of statements can support comparisons of financial information 
reported by different national governments. 

Concept 2 – Presentation should ensure that information in a GPFR is at the right level of 
detail to support achievement of users’ needs. 

Several Members were of the view that this concept should be deleted on the basis that it 
does not add to the existing qualitative characteristics and will not be useful. Others were 
of the view that the concept should be further developed. Development would include: 

• Reviewing the concept against the QCs; 

• Including materiality criteria as part of the concept;  

• Inclusion of techniques relevant to more comprehensive scope reporting; and 

• Relating cost/benefit, materiality and understandability to this concept. 

Different views were expressed on whether presentation techniques should be included 
with the concepts, with Members overall in favor of their inclusion. 

Concept 3 – Information complementary to the financial statements and necessary to 
achieve financial reporting objectives and users’ needs should be presented in GPFRs 

Members decided that issues raised by this concept could better be addressed through 
further development of an information flowchart rather than by inclusion within Phase 4 
Presentation. Therefore Concept 3should be deleted. 

Concept 4 – Presentation should remain consistent over time for the same reporting entity 
to the extent appropriate 

Members generally supported this concept, but commented that the description focuses 
too much on financial statements and will need to be widened to relate to more 
comprehensive-scope information as well. Some Members expressed concerns that the 
ideas expressed in this concept are already captured in CF ED1, and therefore, there is no 
need to restate this concept within presentation.  
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Concept 5 – The benefits of presenting information should exceed the costs 

Some Members expressed concern that this concept is identical to an existing information 
constraint in CF ED1, and therefore should not be included within Phase 4 of the CF. An 
opposing view was that standard setters have not done enough cost-benefit analysis and 
need ways to operationalize this. The concept applies decision theory to try to model the 
value of information. Members decided that any coverage of this concept within Phase 4 
of the CF should apply the existing literature on cost-benefit analysis.  

Other issues and next steps 

Members also raised the need to consider further the different types of information that 
should be included in GPFRs, linking this to the objectives of GPFRs. For example, to 
fulfill the decision-making objective, necessary information could include coverage of 
risks, how the information has been prepared, and level of detail, while for the 
accountability objective necessary information could include comparisons to the budget 
or to targets.  

Members directed staff to revise the draft CP for the IPSASB’s consideration at its June 
2011 meeting.  

3.3 Conceptual Framework for General Purpose Financial Reporting – Key 
Characteristics of the Public Sector: Approve ED (Agenda Item 2B)  

Background 

At the November 2010 meeting Members decided that the paper, Key Characteristics of 
the Public Sector, should be formally approved as an Exposure Draft (ED) and exposed 
for comment. Members also directed that, prior to approval, the paper should be made 
available as a staff draft. The paper had been issued on this basis in December 2010 at the 
same time as the Phase 1 ED and the Phase 2 and 3 Consultation Papers.  

Staff highlighted that the aim of the ED is to highlight briefly some of the main 
characteristics of government and the public sector that are likely to have an impact on 
the development of the conceptual framework and standard-setting for the public sector. 
It is primarily aimed at readers who do not have a detailed knowledge of the public 
sector. 

Main Change from version on agenda at November 20101 meeting 

The main change to the document from that on the agenda in November was that the 
section on ‘The Importance of the Budget’ had been brought forward to Section 3 from 
Section 6 in order to reflect its significance. More minor changes had been made to: 

• The Introduction (Section 1, paragraph 1.3), primarily to reflect the point that 
Government Business Enterprises (GBEs) often do not make profits. Staff further 
highlighted that, as drafted, the definition was not in accordance with the definition in 
IPSAS 1, Presentation of Financial Statements, under which an entity selling goods 
and services at full cost recovery would meet the definition if the other parts of the 
definition of a GBE are met (see also below); and  

• Section 2 on “The Volume and Financial Significance of Non-Exchange 
Transactions” (paragraph 2.2) where a reference had been inserted on a government 
role in economic regeneration and to the fact that governments make decisions on the 
distribution of resources among different sectors of the economy. 
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Further changes 

Members and TAs highlighted a number of areas where the paper should be modified: 

• The discussion on Government Business Enterprises in paragraph 1.3 should be 
shortened and a reference made to the range of public corporations and other bodies 
related to government and public sector entities; 

• The bullet point listing of areas addressed in subsequent sections of the paper in 
paragraph 1.4 should be cross-referenced to the text; 

• The example of a controlling entity providing a controlled entity with a loan at off-
market interest rates as a private sector non-exchange transaction in paragraph 2.2 
was questionable and should be deleted; 

• The assertion that government is primarily a wealth creator in paragraph 2.2 should 
be deleted and discussion of government decisions on the distribution of resources 
between different sectors of the economy should be moved to Section 1; 

• The title of the sub-section “Provision of Goods and Services” in section 2 should be 
supplemented by ‘in a non-market or limited market environment’; 

• The sequence of paragraphs 2.5–2.8 of Section 2 should be reversed so that the sub-
section on revenue from non-exchange transactions precedes the sections on 
outflows; 

• The importance of the budget in demonstrating legal compliance should be brought 
out in Section 3; 

• The discussion of the reliance of the public sector on specialized assets in Section 4 
should be softened; 

• The title of section 5 should be revised to “Responsibility for National and Local 
Heritage”; 

• The discussion of private sector entities controlling historical building and art works 
in paragraph 5.3 should be deleted; 

• The title of section 6 should not refer to “Programs” and would therefore be “The 
Longevity of Public Sector Entities”; 

• The allusion to “cataclysmic events”, such a invasions and revolutions in paragraph 
6.1 would be deleted; 

• Section 9, “Statistical Bases of Accounting” would include a reference to the 
European System of Accounts  (ESA 95); 

• In paragraph 9.1 it would be clarified that decision-making purposes for which 
statistical accounting information is used include economic analysis and comparisons 
between jurisdictions;  

• The assertion that the focus of the statistical reporting on the general government 
sector (GGS) is misleading and it should be noted that, in statistical accounting, the 
public sector  is divided into the GGS and public corporations; 

• In paragraph 9.2 the Government Finance Statistics Manual provides “statistical 
guidelines” rather than “accounting principles”; 

• In paragraph 9.3 the reference to full convergence between statistical reporting and 
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IPSAS-compliant financial reporting not being “desirable” would be deleted; 

• In paragraph 9.3 the view that reporting in accordance with statistical guidelines can 
lead to users being confronted by the presentation of financial information according 
to two different bases and for different reporting entities would be deleted; and  

• The points in section 10, “Conclusion” relating to the similarity of many public sector 
transactions and economic phenomena to those in the private sector should be brought 
forward to the “Introduction” and the remainder of the “Conclusion” section would be 
deleted. 

A number of more minor editorial revisions were also identified. 

Title 

It was suggested that the current title did not provide a clear indication that the paper is 
only dealing with aspects of the public sector with an impact on financial reporting. A 
revised title, Key Characteristics of Public Sector and their Impact on Financial 
Reporting, was adopted. 

Location of finalized document 

Members discussed where the finalized paper should be located. The tentative view at the 
November 2010 meeting was that the paper should be included as a section in the 
finalized framework. At this meeting an alternative view was put forward that, because of 
its wider applicability to standard setting, the paper might be better located in the 
Handbook in conjunction with, or close to, a revised Preface. It was directed that staff 
should include a Specific Matter for Comment on this issue, so that consistent feedback 
might inform final decision-making. 

Approval 

Members considered whether to vote on approval of the ED at this meeting or to defer 
approval until the June meeting. Some members considered that some of the changes 
were substantive rather than editorial and that there was not particular urgency in 
approving the ED. A majority of Members supported voting on approval of the document 
at this meeting, subject to the draft ED being circulated for comments prior to issuance.  

Members approved the ED for issuance. 

The results of the vote were: In Favor 14; Against 0; Abstain 4. The voting details of the 
approval are at Appendix 2, item 11.1. 

3.4 Conceptual Framework for General Purpose Financial Reporting – Elements: 
Discuss Issues (Agenda Item 2C)  

Background 

An Educational Session on the Assets and Liabilities-led (A&L) and Revenue and 
Expenses-led (R&E) approaches to financial performance was held. The purposes of the 
Session were to: 

• Enhance understanding of the two approaches highlighted in the Phase 2 Consultation 
Paper (CP-2);  
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• Put the IPSASB in a better position to evaluate responses to CP-2 later in the year; 
and 

• Inform the IPSASB of some of the history of the approaches and discussions within 
the TBG excluded from the final CP-2. 

Ken Warren led the discussion on the A&L approach and David Bean led the discussion 
on the R&E approach. Both Ken and David had practical experience of implementing 
these approaches in a public sector standard-setting environment with the New Zealand 
Financial Reporting Standards Board, and the United States Governmental Accounting 
Standards Board (GASB), respectively. The Chair emphasized that the purpose of the 
session was not to deliberate issues and reach conclusions. 

A&L Approach 

Ken traced the lineage of the A&L approach from the Financial Accounting Standards 
Board’s (FASB) Statements of Financial Accounting Concepts in the mid-1970s, the 
International Accounting Standards Committee’s (IASC) Framework published in 1989, 
the development of Australia and New Zealand’s sector neutral frameworks based on the 
IASC Framework in the early 1990’s and, most recently, the United Kingdom’s 
Interpretation for Public Benefit Entities of the Statement of Principles for Financial 
Reporting in 2007. 

Ken noted that A&L Frameworks give primacy to definitions of assets and liabilities, 
leaving expenses and revenues as residuals. He related this to economic theory and to the 
axiom of Hicks in 1946 that “income is the maximum value that he (an individual) can 
consume during the week and still expect to as well off at the end of the week as he was 
at the beginning”. Ken noted that the experience of the 1970s indicated that inflation 
needs to be taken into account in the A&L model when it persists above a certain level, 
say 10% per annum. 

Ken further highlighted that the FASB had attempted to test whether revenue and 
expenses can be defined without references to assets and liabilities and had publicly 
sought precise definitions of revenues and expenses that were wholly or partially 
independent of assets and liabilities. The FASB had not identified definitions that did not 
require considerable subjectivity. He added that the A&L approach purported to improve 
the quality of financial statements including the income statement and did not de-
emphasize the income statement. 

Ken summarized the effect of the A&L approach as “revolutionary”. It had led to three 
times as many standards on the recognition and measurement of assets and liabilities than 
on the measurement and recognition of items in the income statement. The focus of most 
standard-setting debate had shifted to when to recognize an asset or liability rather than 
when revenue is earned or when an expense is incurred. 

Ken summarized the advantages of the A&L approach as: 

• Being grounded in real economic phenomena that can be observed and verified 
directly; and 

• Limiting judgements to include and exclude items from financial performance, 
avoiding the temptation to artificially smooth results. 

He also put forward some possible disadvantages highlighting: 
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• Pressure on asset and liability definitions, recognition points and measurement to 
ensure appropriate contra entries in the income statement; 

• Concerns over reducing the relevance of financial statements in informing “settlement 
decisions”; and 

• The development of a “half-way house” in the income statement (or after it) in the 
form of “Other Comprehensive Income”. 

R&L Approach 

David Bean suggested that referring to the R&E approach as a pure revenue and expense 
model is highly misleading. He pointed out that assets and liabilities will never be 
residual accounts and considered that the R&E approach does not abandon economic 
theory. He proceeded to outline the lineage of the approach, noting that it was grounded 
in balanced budget strategic considerations and reflected an interperiod equity notion. It 
had been originally incorporated into the GASB Conceptual Framework in 1987.  

David rejected the notion that the model is based on matching, which he characterized as 
a private sector approach that, despite being conceptually challenged, is reflected in many 
current private sector standards and in standards under development today.  

David suggested that allocations are a feature of all accounting models, except those 
based on cash or fair value. He noted that, in the Phase 3 Consultation Paper, the IPSASB 
had proposed that a mixed measurement model is appropriate and that the IPSASB had 
also taken the view that the cash basis of accounting is inadequate to meet user needs. 

In answering the question, “Why consider an approach other than A&L?”, David 
suggested that, under the A&L approach, items are classified as assets or liabilities 
although they do not meet the definitions. He contended that the introduction of “Other 
Comprehensive Income” in the private sector had created a classification that some 
consider confusing. He also stressed that the public sector has unique transactions, 
specifically non-exchange transactions, that do not “play well” with an asset and liability 
model. 

The basic approach of the R&E model had been outlined in Sections 4 and 5 of CP-2). 
Revenues and expenses are separately defined and the financial statements articulate 
through deferrals. Deferrals may be: 

• Separate elements; 

• Sub-components of assets and liabilities; or 

• Sub-components of net assets/net liabilities. 

Deferrals had been considered in Section 5 of CF-CP2. Deferrals can be distinguished 
between: 

• Outflows—an entity’s consumption or reduction of net assets that is applicable to a 
future reporting period 

• Inflows—an entity’s increase or acquisition of net assets that is applicable to a future 
reporting period. 

David summarized the advantages of the R&E approach as: 
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• Providing for the recognition of non-exchange transactions in the appropriate 
period—particularly non-exchange revenues with timing issues i.e., resources 
collected in one period for use in other periods; 

• Eliminates the need for “Other Comprehensive Income” and recycling of revenues 
and expenses; and 

• Adopting separate elements for deferrals permits a purer application of asset and 
liability definitions.  

He also put forward some possible disadvantages highlighting that: 

• “Applicability to the future” is not well defined and will need additional conceptual 
clarification in the recognition portion of framework; and 

• The introduction of new elements or subcomponents of elements will require an 
educational effort. 

The session concluded with a brief discussion of the approach to performance obligations 
under the 2 models. Under the A&L approach revenue is earned as performance 
obligations are fulfilled. It was acknowledged that there may be challenges over 
identifying performance obligations. Under the R&E approach it was suggested that, if 
profits are associated with future periods, a deferral account would provide a more 
faithful representation of the substance of a transaction.  

The Chair thanked Ken and David for taking the lead in the presentations. No decisions 
were made. 

4. IMPROVEMENTS TO IPSASs AND CONVERENCE WITH 
IFRSs 
Approve Exposure Draft (Agenda Item 4) 

The IPSASB reviewed Exposure Draft (ED) 45, Improvements to IPSASs 2011.  

The Staff proposed that the amendments in the IASB document, Improvements to IFRSs, 
issued in May 2010 are not currently relevant to IPSASs. Therefore there are no proposed 
amendments to IPSASs based on the IASB’s amendments. A Member considered that the 
amendment to IAS 1, Presentation of Financial Statements, relating to a clarification on 
the statement of changes in equity could be proposed for amendment.  Staff agreed to 
reconsider this amendment for inclusion in ED 45. 

Part I of ED 45 proposes deletion of the Introduction section of each IPSAS that has one 
(i.e., 21 of 31 IPSASs).  A Member suggested that it is unnecessary to include the text of 
the Introduction sections in ED 45 and instead to include a table listing the IPSASs 
affected and the relevant paragraph numbers. Additionally, a TA suggested that the 
reasoning behind proposing the deletion of the Introduction sections should be included 
in ED 45.  Staff agreed to amend ED 45 to reflect these comments. 

Part II of ED 45 proposes to add an Objective paragraph to those IPSAS which do not 
currently include an Objective paragraph (IPSASs 6–8 and 10).  A Member suggested 
that the proposed Objective paragraph for IPSAS 6 should be expanded to include all the 
items that the Standard deals with.  Staff agreed to amend this paragraph.  

Part III of ED 45 proposes amendments to four IPSASs (IPSAS 16, 17, 19 and 21).  The 
IPSASB agreed that these proposed amendments are appropriate for inclusion in ED 45. 
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A Member asked whether a process should be established to keep track of proposed 
amendments suggested by constituents as well as IPSASB Members, TAs and Observers. 
The Chairman responded that a “Specific Matter for Comment” could be included in 
ED 45 to ask constituents to make suggestions for future amendments.  

A Technical Advisor (TA) suggested that one method of finding proposed amendments 
for the next improvements project is to review two or three standards in detail on a 
cyclical basis. Staff commented that if substantive issues arise from a review of a 
standard, then it would be beyond the scope of the improvements project because the 
improvements project relates to necessary, but non-substantive changes.   

A Member asked whether the Tracking Table of IASB amendments that have not been 
considered by the IPSASB will be kept up-to-date. Staff responded that the Tracking 
Table has been updated for this meeting and will continue to be updated for each 
meeting. The updated document will be posted on the Internet. 

Members noted that the IPSASB has previously agreed that a two-yearly cycle will be 
adopted for the improvements project after 2011.  Therefore, the next improvements 
project will commence in 2013. 

The IPSASB approved ED 45 for issuance. The IPSASB agreed that the exposure period 
for ED 45 will end on June 30, 2010. 

The results of the vote were: In Favor 18; Against 0; Abstain 0. The voting details of the 
approval are at Appendix 2, item 11.2. 

5. STRATEGIC PLANNING 
5.1 Oversight (Agenda Item 5) 

The Technical Director provided an overview of the IPSASB Chair’s presentation to the 
IFAC Board on March 3, 2011 regarding the draft consultation paper related to oversight 
of the IPSASB.  It was noted that the IFAC Board demonstrated strong engagement in the 
presentation with some Members expressing a desire to assist in the process. The 
challenge with respect to funding the oversight activities was highlighted and the need to 
address this issue was discussed. It was noted that the IFAC Board expressed a 
preference for the PIOB adapted approach on the basis that it would be more cost 
effective and could be implemented more quickly. 

The Executive Director Professional Standards commented on the aggressive timetable 
for the consultation, but acknowledged it should be a priority. The Chair noted the 
importance of IFAC’s participation in the process. 

IPSASB Members were encouraged by the strong support received from IFAC. It was 
suggested that for the in person consultation meetings with a number of governments and 
other stakeholders to solicit their feedback on proposed models of oversight for the 
IPSASB, a “script” or some type of survey instrument be provided in order to allow those 
attending the meetings to gather consistent information and record feedback. The need to 
follow up after the meetings to address any outstanding points of discussion was also 
considered. Members noted the importance of ensuring that meetings focus on oversight. 
While funding will inevitably be discussed this should not overshadow the oversight 
considerations. 
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One Member suggested that those attending consultation meetings be provided with 
background information including a summary of in-kind support provided to the IPSASB 
including total volunteer hours of IPSASB Members as well as services provided by 
national standard setters and others. 

There was some discussion of whether a model of funding based on the size of a 
government had been considered. At this time Members were reluctant to consider a 
formula-based approach to funding. Members also wanted reassurance that IFAC intends 
to maintain its funding commitment for the foreseeable future. The Executive Director 
Professional Standards indicated that there was no discussion of IFAC reducing its 
existing commitment but the IFAC Board also indicated it was not prepared to take on 
the full funding burden. 

It was noted that the IPSASB’s terms of reference would need to be revised eventually 
once the oversight process is closer t completion.  

One Member noted the importance of highlighting that oversight is important but does 
not come without significant cost.  The need to select a model of oversight to enhance 
credibility was discussed along with the need to find the appropriate funding. 

The Technical Director highlighted that Members would be involved where needed and 
that the Chair and IFAC staff would be developing a consultation plan to undertake all 
meetings prior to July if at all possible. The final consultation paper should be completed 
by mid-March 2011 and staff will post this for the IPSASB’s information once it is 
completed.  It will be translated into six languages in anticipation of the meetings 
(Chinese, French, German, Italian, Japanese, and Portuguese). 

5.2 Update Workplan (Agenda Item 6) 

The Technical Director led a discussion of potential new projects to be added to the 
IPSASB’s work plan during the year. It was noted that the IPSASB has capacity to start 
2–3 projects during 2011 based on current and planned resources and the agenda time of 
the Board. 

The agenda papers included descriptions of eight potential projects to be considered and 
Members were asked if there were other projects to be added to the list. The goal of the 
discussion was to narrow down the list of potential projects and then bring full project 
briefs to the June meeting for consideration and ultimate approval of 2–3 new projects. 

Based on the discussions three additional projects were added to the list for discussions. 
One Member asked that a project on GFS be added to the list. Based on recent meetings 
at the IMF there is strong support for convergence between the statistical basis of 
accounting and IPSASs. While the scope of the project is currently not clearly specified 
there is a sense of a need for the project.  

One Member asked that a research project on accounting for natural disasters be 
considered. The project would research current practices and determine if there are areas 
in the standards that need to be addressed. Another Member requested that a project on 
donor accounting be added. He noted that it is a public sector specific project that would 
address the accounting by a transferring government of government transfers. 

Some Members expressed concern about starting new projects when some committed 
projects have not yet started and considering the tight timing of the conceptual 
framework project. It was also highlighted that projects require varying degrees of 
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resources with some being able to be progressed more quickly than others. Other projects 
are more complex and will take longer and may be more staff-intensive. It was agreed 
that for the projects being brought forward to June staff would provide some indication of 
the likely resource intensity of individual projects. 

One Member requested that the governance and oversight work being done be added to 
the work program since it is of significance to the Board and its work. 

Members then provided their initial views as to the priority of the projects on the list. 
Views were somewhat mixed though there was some agreement about some of the 
projects that should be deferred until the conceptual framework project is complete or 
pending future activities of the IASB. Ultimately Members requested that project briefs 
be prepared for discussion by the board in June for the following six projects: 

• Social benefits 
• Emissions trading schemes 
• GFS 
• GBEs 
• First-time adoption 
• Accounting for natural disasters 

The project briefs will allow further discussion of the potential projects and give a sense 
of resources needed and the breadth of the individual projects.  In June there will also be 
more information on the IASB work plan and a better sense of progress that is made on 
their projects and future plans.  

As part of this session the Board also discussed whether an IPSASB response should be 
provided to the International Valuation Standards Council on its Exposure Draft of the 
Technical Information Paper on Depreciated Replacement Cost. Members were reluctant 
to provide an IPSASB response but were happy for staff to provide a response that would 
be circulated to Members and clearly noted as a staff response. 

Finally there was some discussion of whether task-based groups established by the Board 
should have designated chair persons. There were mixed views on this based on current 
experiences. Some TBGs are working extraordinarily well and there was therefore 
concern that a designated chair could result in changes in the dynamics within those 
TBGs. Others expressed the view that some TBGs would benefit from stronger 
leadership. The Board decided that it would designate a chair on one TBG and then 
would assess the experience to determine if the practice should be broader. 

6. NARRATIVE REPORTING 
Discuss issues (Agenda Item 7) 

It was noted that the project brief for this project had been approved three years 
previously and the scope of the project identified at that time was related to the financial 
statements only. Members noted that the scope of this project needs to be clear as does 
the scope of GPFRs – i.e., is this type of report a GPFR, or is it considered part of the 
GPFS if it relates to the financial statements only?  A Member questioned whether this 
project should be a convergence project based on the IASB’s IFRS Practice Statement, 
Management Commentary.  

Another Member noted that in some jurisdictions, the term “narrative report” or 
“management discussion and analysis” includes matters beyond the financial statements, 
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such as performance reporting and long-term fiscal sustainability reporting, which may 
overlap with other IPSASB projects. The scope as defined in the project brief may be too 
narrow to address them.  

A Member pointed out that the intent of this project was to address reports that explain 
the information in the financial statements, through a management lens. There are 
linkages between this project and the presentation phase (Phase 4) of the Conceptual 
Framework and service performance reporting; however, there are advantages to focusing 
on the GPFS, notably that it fulfills a need for better analysis of financial statement 
information. A concern was expressed as to whether the project should wait to proceed 
until Phase 4 of the Conceptual Framework was completed. Another Member indicated 
the project needs to work in tandem with Phase 4, bearing in mind the noted 
interdependencies. 

In discussing whether the title of the project/term used to describe this type of report, 
Members did not agree that it was necessary to decide at this time. The appropriate term 
will be reconsidered at the June 2011 IPSASB meeting. 

Other Members supported the scope identified in the project brief.  

Members had the following comments on the Issues Paper presented:  

• Under “Objectives”, the implied prospective focus may not be appropriate in light of 
the budget. On the other hand, the IASB Practice Statement does include such an 
element. It was suggested that “risk” be considered rather than “challenges”. 

• The comparison of actual results to budget is important for accountability purposes. 
• Service recipients should be outlined further, with examples provided. 
• Under “Qualitative characteristics”, it was suggested that additional text about 

intended actions should be considered. However, it was also noted that the 
information provided in narrative reports should be fact based.  

• Under “Main attributes”, a Member noted that “management insights” needed to be 
unbiased, i.e., they should not be politically motivated. 

• It was also noted that it was important that information provided be verifiable and that 
assumptions related to forward-looking information should be supportable. 

• Under “Essential content elements”, it was noted that the paper should clarify that the 
purpose of narrative reporting should not simply repeat what is in the financial 
statements, but explain them. 

• The discussion of “risks” should be more balanced; it should refer also to 
“opportunities”. 

• With respect to strategy, there should not be a time frame specified (i.e., delete 
reference to “long term”). 

• In addition, it was questioned whether “strategy” was too private sector focused. The 
term “policy” was suggested. 

• With respect to strategy, it was questioned whether the items identified are those that 
could be or should be included. 

• There should be a caution to not bring in general commentary on the economy that 
doesn’t relate specifically to the financial statements. It was also noted that 
information that would be in the budget cannot be commented on in advance. 

A question was raised as to whether the narrative report would be subject to audit. A 
Member noted that, at present, audit standards in some jurisdictions would require the 
auditor to review the information provided to ensure there is nothing incorrectly stated or 
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misleading in the narrative report in relation to the financial statements. A Member 
responded that users may not be aware of this subtlety, and may consider narrative 
reports to be part of the audited financial statements.  

In another Member’s jurisdiction, it was noted that narrative reports are additional to, but 
not part of the financial statements and are also subject to audit alongside the financial 
statements. There was pressure from users to expand narrative reports, which increased 
the importance of audits. Auditors were required to do analyses of trends and impacts. 

It was also questioned whether this project could result in a standard, given that it is 
GPFS related (similar to IPSAS 22 for statistical information). It was noted that if it was 
desired that the information would not be subject to audit it would need to be outside the 
IPSASs.  This issue needs to be explored further. A Member pointed out, however, that 
“narrative reporting on financial statements” did not mean that it was part of the audited 
financial statements.  

The Executive Director, Professional Standards informed the IPSASB that the audit 
standard referred to was currently under review; there may be a requirement that MD&A 
would be subject to audit in the future. A Member noted that the IPSASB needs to follow 
this development to assess whether there are any tripwires for the work currently under 
way on GPFRs and GPFSs. There is a perception that auditors need to do more for 
MD&A.  

It was questioned whether there is standardized language used in such reports. A Member 
noted that the reports are generally heterogeneous. It is important, therefore, to be very 
precise about the scope of the project in relation to the GPFS and GPFRs, and the 
terminology. It was also questioned whether the IPSASB would be looking at “integrated 
reporting”. It was noted that during the development of this project, we should follow the 
IASB’s integrated reporting initiative, as well as the IPSASB’s service performance 
reporting and Phase 4 projects. 

It was questioned whether this should be mandatory guidance, and what our constituency 
expects. A Member responded that in his jurisdiction, user research indicated that 
narrative reports are the most important feature of financial reporting. However, the 
information provided must be limited to currently-known facts; there should be no 
“political spin”. 

A Member noted that the project should consider who is responsible for providing the 
information. In some jurisdictions, it may be the Executive branch of government that is 
responsible. 

The IPSASB will continue its deliberations of the issues in this project at the June 2011 
meeting. 

7. SERVICE CONCESSION ARRANGEMENTS 
Discuss issues (Agenda Item 8) 

The IPSASB considered responses to ED 43, Service Concession Arrangements: Grantor 
pertaining to the performance obligation identified in ED 43. Respondents had raised 
concerns with the fact that a performance obligation is currently addressed in IPSAS 23 
in relation to non-exchange transactions and service concession arrangements (SCAs) 
addressed in ED 43 are exchange transactions. Some respondents had suggested 
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clarifying the term; however, in light of the fact that performance obligations are 
currently being considered in the Conceptual Framework project, it was not considered 
appropriate to address the issue in this project. 

One Member expressed the concern that the performance obligation in ED 43 does not 
meet the existing IPSASB definition of a liability in IPSAS 1, Presentation of Financial 
Statements because it does not result in an outflow from the entity of resources 
embodying economic benefits or service potential. It was also noted that the IPSASB 
needs to consider the implications of the IASB project (which uses a derecognition 
approach) on lease accounting to ensure that the potential for accounting arbitrage or 
engineering of SCA transactions is minimized. It was agreed that an status report on the 
IASB project would be provided with the meeting materials for June. 

The IPSASB considered a staff proposal, based on some respondents’ replies to ED 43, to 
treat the credit side of the service concession asset recognized under ED 43 by following 
a revenue approach, as a payment received in advance in accordance with IPSAS 9, 
Revenue from Exchange Transactions. It was noted that the type of transaction is 
analogous to franchise revenue recognition in IPSAS 9. Members indicated that it was 
important to explore further whether the assets exchanged are dissimilar.  

One Member reiterated the alternative suggested by some respondents to treat the credit 
on recognition of the service concession asset as an increase in equity. It was noted that 
IFRIC 12 does not follow a lease approach, but rather the right of access/use that drives 
asset recognition. Thus, there should be no revenue recognized. Other Members noted 
that this approach is not supported in existing IPSASs for exchange transactions as it is 
not a contribution from owners, resulting from a revaluation, or a gain/loss. It was also 
noted that there has been no change (increase) in net worth, so it was not appropriate to 
do so as it disguises the substance of the transaction. A Member suggested that treatment 
as equity raised wider concerns, as infrastructure assets need to be maintained. Members 
did not support the treatment of the credit as equity. It was suggested that it was 
important to include in the Basis for Conclusions these arguments, to be discussed by the 
Task Force, and why the IPSASB could support the treatment as revenue.  

It was questioned whether it was necessary to change the accounting approach on this 
issue or whether a definition of “performance obligation” for the purposes of the 
proposed standard could be provided. It was noted that the majority of the respondents 
did not object to the performance obligation treatment, but they may not agree with the 
proposed staff approach. However, it was noted by some Members that the issue of 
performance obligation was under consideration in the IPSASB’s Conceptual Framework 
project, and that the change in approach did not fundamentally alter the accounting 
treatment. Members agreed in principle that the staff proposal, based on respondents’ 
replies to ED 43, to treat the credit as an advance receipt was appropriate; however, the 
merits of the proposal, including proposed wording changes to ED 43, would be 
reconsidered at the June 2011 meeting. 

A Member questioned how the grantor’s interest in the service concession asset would be 
represented under a derecognition approach (IASB model) versus a performance 
obligation approach which would result in deferred revenue (the FASB model). It was 
noted that this issue needs to be considered. In addition, a question was raised as to how 
the interest in the service concession asset would be presented. It was noted that the 
grantor has given up the right to obtain the economic benefit in exchange for the service 
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potential in the asset. Another Member noted that the netting approach identified is 
appropriate when the replacement cost or fair value model is used; however, there is a 
concern when the model is cost-based. For example, if the operator is required to return 
the asset in the same condition, it is difficult to argue that the asset value should be netted 
or reduced. A Member questioned whether the netting approach is only a presentation 
issue. It was noted that it is not just display, but also measurement.  

A question was raised as to whether the grantor accounting appropriately mirrors IFRIC 
12. It was pointed out that the right given up by the grantor is not recognized because it 
had not been recognized by the grantor. The Member noted that, although the netting 
approach has some merit, it is not yet developed, and the project should proceed on the 
basis of consistency with existing IPSASs. Therefore, it was recommended that the 
project should build on IPSAS 9 by analogizing the IPSAS 9 approach to revenue 
recognition to service concession arrangements, which do not exactly fit any of the 
scenarios outlined in IPSAS 9. It was also noted that the approach may need to be 
revisited if the IPSASB’s Conceptual Framework project and/or the IASB’s project on 
lease accounting warrant a change.  

A Member suggested that, rather than directly link to IPSAS 9, a specific revenue 
recognition approach should be developed for SCAs. The approach should be clearly 
explained in the Basis for Conclusions. A question was raised as to whether the proposed 
changes to ED 43 would require re-exposure. It was noted that the decision as to whether 
to re-expose should be considered when the IPSASB has considered all of the changes 
required to address respondents’ concerns and determined whether the changes in their 
totality, are substantive.  

It was agreed that Marie-Pierre Cordier would join the TBG until completion of the 
project. 

8. ENTITY COMBINATIONS  
Discuss Issues (Agenda Item 9) 

The IPSASB considered issues relating to the scope of the project. 

Explanation of the term “operation” 

The working definition of an entity combination is “the bringing together or separate 
entities and/or operations into one entity.”  The staff proposed that the term “operation” 
in the working definition been replaced by the description of an operation rather than 
having a separate definition of operation.  The IPSASB discussed this proposal and there 
was general support for having a separate definition so that the working definition of an 
entity combination remains short and concise. The IPSASB agreed that perhaps a more 
appropriate term could be found.  Members suggested considering “component of an 
entity,” “separable part of an entity,” or “operation”.  The term “function” was also 
suggested; however it was noted that a “function of government” has a specific meaning 
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in Government Finance Statistics (GFS)5 and so its use may be problematic.  Staff will 
consider which term is most appropriate. 

On which entity does this project focus? 

The staff proposed that the entity which is the focus of this project should be the entity 
that gains control of another entity or the resulting entity where two or more entities 
combine in a transaction or other event that gives rise to an entity combination.  The 
IPSASB discussed this proposal.  The IPSASB agreed that the accounting treatment in 
the entity that loses control of, or transfers, an entity (i.e., derecognition of an entity) 
should also be included in the scope of the project because the current suite of IPSASs 
does not contain guidance on this aspect of an entity combination. 

A Member suggested that this project should also consider the accounting treatment of a 
transaction or other event in which there is a separation of entities.  There was general 
agreement that this item should also be included in the scope of the project. 

Terminology 

The staff proposed that additional terminology be used to ensure that each type of entity 
combination is referred to consistently, and to easily and consistently identify the entities 
and operations involved in an entity combination.  The terms proposed were “transferor”, 
“transferee” and “recipient”.  The IPSASB considered that transferor and recipient are 
appropriate terms to use.  The term transferee was not considered necessary. 

The IPSASB noted that the System of National Accounts (SNA)6 uses the term transfer to 
mean a non-exchange type transaction whereas the term, for the purposes of this project, 
includes both exchange and non-exchange transactions.  The IPSASB agreed that a 
footnote should be included in the Consultation Paper to highlight this difference. 

Common control 

The staff proposed that the working definition for “a combination of entities and/or 
operations under common control” is “an entity combination in which all of the 
combining entities and/or operations are ultimately controlled by the same party or 
parties both before and after the entity combination and that control is not transitory”. 

Members made the following comments. 

• That introducing new terminology “the same party or parties” was unnecessary and 
could be replaced by “the same entity or entities.” 

• That the final phrase “and that control is not transitory” was not necessary. 

                                                 
5  GFSM 2001 defines “functional classification” as “the classification used to identify the purpose, or 

socioeconomic objective, for which an expense was incurred or a nonfinancial asset was acquired.” 
6  SNA 2008 defines “transfer” as “a transaction in which one institutional unit provides a good, service 

or asset to another unit without receiving from the latter any good, service or asset in return as a direct 
counterpart. 
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The IPSASB agreed to the following amended working definition for “a combination of 
entities and/or operations under common control”: 

“An entity combination in which all of the combining entities 
and/or operations are ultimately controlled by the same entity or 
entities both before and after the entity combination.” 

Is the formation of a joint venture within the scope? 

The staff outlined that one type of formation of a joint venture—a jointly controlled 
entity—is within the scope of the working definition of an entity combination even 
though the Project Brief has a specific exclusion for formations of joint ventures.   

The IPSASB agreed that the project should include the formation of jointly controlled 
entity, and that the wording should be amended to make it clear that only the formation of 
a jointly controlled entity is within the scope of the working definition of an entity 
combination. 

Is a transaction or other event that involves a GBE and gives rise to an entity 
combination within the scope? 

The staff outlined an example where a GBE is part of an entity combination, i.e., where a 
national government transfers a GBE to a provincial, state, or local government.  The 
IPSASB agreed that the accounting treatment in the transferor (i.e., the national 
government in the example) is included in the scope of the project because of its decision 
to propose guidance for both the recipient and transferor in an entity combination.   

9.  CLOSING REMARKS 

Jay Karia provided brief comments on the UN System’s adoption of IPSASs, and 
indicated that he would be retiring in April 2011. A new Director would be attending the 
June 2011 IPSASB meeting.  

The Chair thanked Jay for all he has done to contribute to the IPSASB and to the 
adoption of IPSASs in the UN System. He also noted that it is important to see that 
IPSASs are being implemented and that a number of organizations have successfully 
completed the task of doing so. He also noted that there is a substantial diversity of 
interpretations of IPSASs and that the IPSASB would need to address this issue in the 
future. However, given the IPSASB’s other priorities at present, development of 
interpretive guidance would not likely be done in the near future. 

The meeting concluded at 4 p.m. 
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10. APPENDIX 1 – MARCH 2011 IPSASB ACTION LIST 
Action Required Person(s) 

Responsible 
Date to be  
Completed 

1.  Conceptual Framework – General   

• Revise ED Key Characteristics of the 
Public Sector and their Impact on 
Financial Reporting and circulate to 
IPSASB for comments  

John Stanford April 4, 2011 

• Comments to Staff on revised ED  Members April 18, 2011 
• Revise ED for comments received and 

publish  
John Stanford April 30, 2011 

• Further develop Flow Chart in 
conjunction with CF Overarching TBG 

John Stanford May 24, 2011 

• Update and re-circulate CF project plan John Stanford March 31, 2011 
2. Conceptual Framework – Presentation 

and Disclosure 
Gwenda Jensen / 

John Stanford 
 

• Revise draft CP in conjunction with the 
P&D TBG 

 May 23, 2011 

3. Service Performance Reporting Lisa Parker  

• Revise draft CP in conjunction with the 
SPR TBG  

 TBD 

4. Improvements to IPSASs Annette Davis  

• Publish ED 45  March 31, 2011 
• Post updated Tracking Table on Internet  March 31, 2011 
5. IPSASB Governance and Oversight   

• Staff to develop consultation plan and 
communicate with Members as 
appropriate regarding their involvement 

Stephenie Fox March 31, 2011 

• Provide IPSASB feedback on 
consultation meetings  

Stephenie Fox May 30, 2011 

6. Work Plan and Agenda  Staff  
• Develop Project Briefs on projects 

indicated by the IPSASB at the March 
2011 meeting  

TBD May 16, 2011 

• Revise Agenda Schedule 2011–2013 to 
reflect IPSASB comments  

Stephenie Fox March 24, 2011 

• Update IPSASB Summary of IASB Work 
Plan  

Annette Davis May 30, 2011 

7. Narrative Reporting Joy Keenan  

• Develop detailed Issues Paper in 
conjunction with NR TBG  

 May 30, 2011 
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Action Required Person(s) 
Responsible 

Date to be  
Completed 

8. Service Concession Arrangements Joy Keenan  

• Undertake detailed analysis of the other 
issues raised by respondents and prepare 
draft Standard in conjunction with SCA 
TBG 

 May 24, 2011 

9. Entity Combinations Annette Davis  

• Develop Issues Paper in conjunction with 
EC TBG 

 May 24, 2011 

10. Communications Staff  
• Action List posted to Intranet Annette Davis March 17, 2011 
• Power Point presentations posted to 

Intranet 
Stephenie 

Summerhill 
March 17, 2011 

• Draft minutes posted to Intranet Joy Keenan March 31, 2011 
• Meeting Highlights posted to Internet Annette Davis March 17, 2011 
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11. APPENDIX 2 – VOTING RECORD 
11.1 Vote #1 – Conceptual Framework – Key Characteristics of the Public Sector 

(approved at meeting) 
MEMBER VOTING RECORD 

 
Agenda Item #2 Minutes Item 3.3 Date Vote Taken March 8, 2011 
Description Conceptual 

Framework – Key 
Characteristics of 
the Public Sector 

 Approved at 
meeting 

Final Standard  □ ED   CP □ Other □ 
 

BOARD MEMBER IN FAVOUR AGAINST ABSTAIN ABSENT NOTES 
Andreas Bergmann, Chair √     

David Bean, Vice-Chair √     

Ian Carruthers   √   

Marie-Pierre Cordier   √   

Mariano D’Amore   √   

Sheila Fraser √     

Yossi Izkovich √     

Hong Lou √     
Thomas Müller-Marqués Berger √     

Anne Owuor √     

Jeannine Poggiolini √     

Bharti Prasad √     

Ron Salole √     

Tadashi Sekikawa √     

Isaac Umansky   √   

Franz Van Schaik √     

Ken Warren √     

Tim Youngberry √    
TOTAL 14 0 4 0 18 
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11.2 Vote #2 – ED 45, Improvements to IPSASs (approved at meeting) 
MEMBER VOTING RECORD 

 
Agenda Item 4 Minutes Item 4 Date Vote Taken March 8, 2011 
Description Improvements to 

IPSASs 
 Approved at 

meeting 
Final Standard □ ED   CP □ Other □ 

 
Andreas Bergmann, Chair √     

David Bean, Vice-Chair √     

Ian Carruthers √     

Marie-Pierre Cordier √     

Mariano D’Amore √     

Sheila Fraser √     

Yossi Izkovich √     

Hong Lou √     
Thomas Müller-Marqués Berger √     

Anne Owuor √     

Jeannine Poggiolini √     

Bharti Prasad √     

Ron Salole √     

Tadashi Sekikawa √     

Isaac Umansky √     

Franz Van Schaik √     

Ken Warren √     

Tim Youngberry √    
TOTAL 18 0 0 `0 18 

 

 


