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IPSASB Convergence of IPSAS and Statistical Reporting Bases 
(Agenda item 12, July 2005) 

 
Dear Paul 
 
Thank you for seeking my comments as a PAP member on IPSASB’s draft ED 
Disclosure of Financial Information about the General Government Sector (agenda 
item 12 of the July 2005 meeting).  I think the draft effectively articulates appropriate 
proposals at this stage for the disclosure of GGS information in WoG GPFSs.  My 
comments, noted below, respond to the particular issues raised by you in your memo, 
together with my suggestions for improving the drafting.  My suggestions to improve 
drafting do not affect/challenge the principles being proposed, and should not delay 
the issuing of the ED. 
 
Regards 
Robert 
 
 
COMMENTS ON THE PARTICULAR ISSUES RAISED IN THE IPSASB 
STAFF MEMO: 
 
1.  Description of public corporations and related notions: 
Although I do not have a strong view, my preference is the less technical descriptions 
provided in the staff alternative. 
 
2.  Appropriateness of the implementation guidance, particularly re reconciliation 

to WoG: 
I think that it is helpful to provide the type of implementation guidance included in the 
draft ED.  My preference is to separate the PFC from the PNFC.   
 
Where GGS information is provided on the face of the financial statements, I note that 
paragraph 34 would not require the notes to the financial statements to also contain 
GGS information.  Although my preference would be for the notes to contain GGS 
information that corresponds to the WoG information, I accept that for the purpose of 
disclosure the ED should propose the minimum level of disclosure as drafted in 
paragraph 34. 
 
3.  Separate disclosure of the GGS of each level of government included in the 

GPFS: 
I agree with the IPSASB staff view that governments that elect to make GGS 
disclosures will have an interest in making such disclosures.  This is not an issue that 
currently affects Australia because one level of government is not regarded as 
controlling another level of government.  Accordingly, I will be guided by the 
findings of the UK’s field test. 
 
4.  Specific matters for comment: 
While I agree with the proposal, I think it would be appropriate to ask constituents 
their views on the treatment of investments in public corporations in paragraph 24. 
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I also think it would be appropriate to ask constituents their views on whether a 
reconciliation to statistical reporting bases should be mandatory.   
5.  Transitional requirements: 
I agree with the IPSASB staff view that transitional requirements are not warranted – 
although there may be a need to provide relief from providing comparative 
information in the first year of adoption. 
 
6.  Separate IPSAS or revised IPSAS 1: 
I agree with the IPSASB staff view that a separate IPSAS should be issued.  Although 
it is merely a disclosure standard, its implications warrant a separate standard in a 
similar way that segment reporting is addressed in its own standard. 
 
OTHER COMMENTS 
 
Paragraph 8:  it describes the objectives of GPFSs as ‘decision-making’.  I suggest 
that a similar term is used to describe the objectives of statistical reporting bases.  It is 
the types of decisions made that differ, not that one basis provides information for 
decision making and the other doesn’t.  Alternatively, I suggest that the 2nd sentence is 
amended to refer to “information useful for decision-making about the government 
reporting entity”. 
 
Paragraph 10:  “an useful” should be “a useful”. 
 
Paragraph 10 last sentence:  it appropriately anticipates that a budget may be 
prepared on a GAAP basis for the GGS.  However, I think it could also usefully 
anticipate that a budget may be prepared on a statistical basis for the GGS. 
 
Paragraph 17 first sentence:  refers to “The GGS, as defined in statistical reporting 
bases”, and yet paragraph 14 does not use that definition.  Instead it defines GGS as a 
residual.  My preference is to define GGS directly (per statistical reporting bases).  
However, I can accept the draft ED approach.  If this approach is retained, I suggest 
that the phrase “as defined in statistical reporting bases” is deleted.  Perhaps it could 
just say “The GGS, as defined, comprises the central operations of government …”.  
(see also the second last sentence in (a) of Appendix A). 
 
Paragraph 24:  I think the reference to “value” should be “carrying amount” (see 
also paragraph 30).  Furthermore, I think that it should make it clear that it is referring 
to the GGS’s equity investment. 
 
Paragraph 30 last sentence:  the statement that “… changes in the value of the net 
assets of those entities will be recognized in the same manner as they are recognized 
in the whole of government GPFS”, may be unclear to some readers.  Inclusion of an 
example may help.  For example, if the net assets increase by 100CU due to operating 
surplus and 50CU due to asset revaluations, would the GGS recognise revenue of 
100CU and asset revaluation reserve of 50CU?  How would dividends be treated, 
given that they are eliminated in the WoG GPFS?   
 
Paragraph 31:  it addresses measurement differences between IPSASs and statistical 
bases of reporting.  I think that it could usefully cross reference to the discussion in 
paragraphs 45 & 46 on reconciliation to statistical reporting bases. 
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Paragraph 39:  for clarity, I suggest amending the final phrase to read “that was 
previously controlled by the GGS is no longer controlled.”  Alternatively, I suggest 
the phrase “any such entity that was previously controlled included within the GGS is 
no longer controlledincluded within the GGS”. 
 
Paragraph 44:  the reference to “reduction” in the second sentence is unclear to me.  
Should it say “adjustment”? 
 
Paragraphs 45 & 46:  depending on the outcome of the budgetary reporting 
draft ED, I think these paragraphs could usefully acknowledge that, despite a 
reconciliation not being required, the budgetary reporting ED (agenda item 10, 
page 10.24, paragraph 42) effectively proposes requiring a reconciliation to/from 
statistical reporting bases to the extent that budgets are prepared on statistical bases.  
See also paragraph BC 13.  Furthermore, I suggest that for completeness paragraph 45 
also refer to the fact that statistical reporting models focus on particular analytical 
measures for fiscal policy including net/gross operating balance, net 
lending/borrowing, and cash surplus/deficit (see Box 4.1 of GFSM 2001) and that 
these measures could also be disclosed in the GPFS. 
 
Statement of financial position on page 12.30: it is unclear to me why the line item 
“Investment in other sectors” shows (X) in the PFC and PNFC column. 
 
Statement of financial performance on page 12.31:  I would expect the line item 
“Revenue [from] other sectors” to be blank for the Total WoG. 
 
Page 12.33:  in accordance with para 44 of IPSAS 2 Cash Flow Statements, I would 
expect “dividend from other sectors to government” to be classified as either 
operating or investing, not financing.  My understanding is that GFSM 2001 would 
classify them as operating cash flows and therefore I suggest that the appendix 
illustrates that classification.  I acknowledge that para 22 may be interpreted as 
preventing such a classification.  However, I note that the whole of government GPFS 
does not have an accounting policy for the treatment of dividends from controlled 
entities (because they are eliminated on consolidation). 
 
Eliminations column: I would expect all Xs to be negative, including the totals. 
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From: Graham Jenkinson [Graham.Jenkinson@ons.gsi.gov.uk] 
Sent: Saturday, June 25, 2005 8:31 PM 
To: psutcliffe@ifac.org 
Cc: albert.braakmann@destatis.de; Anne.HARRISON@oecd.org; 
betty_gruber@yahoo.com; Brett.Kaufmann@finance.gov.au; 
brooks.robinson@bea.gov; Havinga@un.org; ian.carruthers@hm-treasury.gov.uk; 
Jean-Pierre.DUPUIS@oecd.org; Jpitzer1610@msn.com; 
Ken.warren@treasury.govt.nz; kurt.age.wass@ssb.no; LLaliberte@imf.org; 
Patrick.O'Hagan@statcan.ca; philippe.de-rougemont@cec.eu.int; 
RHEMMING@imf.org; RKeys@aasb.com.au; robert.kilpatrick@omb.eop.gov; 
SBR@dst.dk; steve.leith@treasury.govt.nz; Terry.Moore@statcan.ca; 
Tulsi.Ram@abs.gov.au 
Subject: Re: WG1 meeting materials 
 
 
Paul 
 
I have had a quick look through this and it looks pretty good.  If we get this it will be 
a really major step for harmonisation. 
 
A few suggestions: 
You could add a little to the point made in the second sentence in paragraph 8 "The 
purpose of financial statements prepared consistent with statistical reporting bases is 
to provide information suitable for analyzing and evaluating fiscal policy, especially 
the performance of the general government sector and the broader public sector of any 
country."  The extra point is that the statistical reports have to be fully consistent with 
the way that the rest of the economy is measured to ensure that the macro-economic 
totals are correct.  I don't think this is quite such a driver for GPFSs where the 
predominant priority is to make sure that the units accounts are correct. general 
government business enterprises.  This is just a comment.  Our meeting in March 
revealed that the definitions of GBEs and public corporations in national accounts 
were not equivalent.  In particular we think of loss making public transport 
organisations as public corporations.  This is basically irresolvable.  Your paragraph 
15 helps a bit as these loss makers might be thought to have "limited community 
service obligations".  Your paragraph 21 also recognises the issue. 
I would like to see paragraphs 32 and 33 retained.  But if it came to the crunch it 
would be better to lose these than for the whole initiative to be lost. Under BC6 you 
presumably mean 2005? 
 
Hope this helps. 
 
Graham 
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From: Ken Warren [Ken.Warren@treasury.govt.nz] 
Sent: Friday, July 08, 2005 5:01 PM 
To: Paul Sutcliffe 
Subject: RE: WG1 meeting materials 
 
Thanks for this Paul.  I do have a few comments 
 
Firstly some things I like about the standard: 
 

that it is clear that it is providing rules if a Govt produces GGS, not requiring a 
government to produce GGS 
that it is clear that the GGS should be seen as a disaggregation of the whole-of-
government financial statements 
that the manner of presentation should be no more prominent than the whole-of-
government financial statements 
that it addresses presentation and requires measurement and recognition rules in 
GAAP to be followed. 
 

I highlight those points because I regard them as being fundamental and would strongly 
oppose them being amended. 
 
I have a general concern that there is an implicit assumption that GGS represents or should 
represent the budget sector.  While it is quite open for government's to do this, and some 
have, it is not essential.  For example, New Zealand does not have a budget sector as such 
and prepares its fiscal forecasts on a whole-of-government basis.  Even where the budget 
sector approximates the GGS sector, governments can and will for a variety of reasons 
related to institutional structures have some entities that charge economically significant 
prices within their budget sector, and may well have some entities that do not charge 
economically significant prices outside their 'budget sector'.  A common example will be 
entities that are mainly funded by levy, that may or may not be treated as a tax, and which 
may or may not be outside the budget sector.  Governments may wish to produce 
GGS statements to aid economic analysis, but would not want to invite the suggestion that 
GGS does or should represent the budget sector. 
 
For example, 

in  para 3.: "some entities rely primarily on appropriations or allocations from the 
government budget, but may also generate additional revenue generating 
activities allocations" - might better read - "some entities rely primarily on 
appropriations or allocations of taxes and other sovereign power revenue, but may 
also generate additional revenue generating activities allocations" 

 
in para 5:  The sentence : The GGS encompasses those entities which rely primarily 
on appropriations or allocations from the government budget to fund their service 
delivery objectives(hereafter referred to as budget dependant entities). - should be 
deleted as it is not true. 
 
references to budget dependent should be dropped from para 1, 6, para 9, para 33.  
Usually a suitable replacement term will be nonmarket, the term used in the GFS 
Manual. 

 
in para 17, the phrase - 'through the annual budget process' should be omitted. 
 

The inter-relationship between the disaggregation of whole of government reports into general 
government, public corporations and financial corporations and segmentation as per IPSAS 
18 needs consideration. While it is correct to state that identifying the GGS as a segment will 
not provide information about a government's performance in achieving its 
telecommunication, healthcare or educational objectives ... neither will the segment 
information required by IPSAS 18 unless that is supplemented with non-financial performance 
information. Segment information is most useful in providing information on the allocation of 
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resources to the various functions of government.  Essentially the GGS/PFC/PNFC analysis 
provides a macro-economic analysis, while a COFOG based segment analysis provides a 
micro-economic analysis but this needs to supplemented by some form of input-output 
analysis to assess performance.  I am not convinced the IPSASB has found the most way of 
promoting standardised user-friendly reporting of this information in a set of accounts.  My 
current preference are towards a table-like statement for the macro-economic analysis, 
disclosure either on the face of the statements or in separate notes for revenue, expense, 
asset and liability segments and the performance information in separate entity statements, 
as this is closest to what we do in NZ but I am open to thinking of better ways of doing it.  My 
key point is that standard setters must bear in mind the financial statements as a set, and the 
interaction of the various parts on the reader.  In this sense, segment analysis and sector 
analysis are interrelated. 
 
Para 42 effectively means that this is equally a standard about reporting the PFC and PNFC 
sectors as it is the GGS sector.  In all three cases the standard is providing the same rules if a 
Govt produces a statement for the sector, not requiring a government to produce a sectoral 
statement.  While there may be more interest in GGS, I would suggest that rather than this 
point becoming clear at the end of the standard, it be recognised throughout the standard and 
in its title 
 
Hope that's of some use 
 
Cheers 
Ken 
Ken Warren 
Chief Accounting Advisor 
NZ Treasury 
 
Ph  (04) 471 5128 
Fax (04) 472 4163 
ken.warren@treasury.govt.nz 
 


