
 

Prepared by: Jens Heiling (September 2012) Page 1 of 13 

 

Meeting: International Public Sector Accounting 

Standards Board 
Agenda 

Item 

8 

For: 

 Approval 

 Discussion 

 Information 

Meeting Location: Norwalk, USA 

Meeting Date: September 17–20, 2012 

FIRST-TIME ADOPTION OF ACCRUAL BASIS IPSASs 

Objectives of Agenda Item 

1. The objectives of this session are to: 

 Confirm (a) the minimum information required in an entity’s first IPSAS financial statements 

and (b) the set of criteria for the assessment of transitional provisions; 

 Review the assessment of proposed transitional provisions of IPSAS 1 to IPSAS 18 based 

on a set of criteria and to discuss the relief proposed for the ED on First-time Adoption of 

Accrual Basis IPSASs. 

Materials Presented 

Agenda Item – 8 Covering Memo 

Agenda Item – 8.1 Issues Paper on the assessment of transitional provisions of IPSAS 1 to 

IPSAS 18 based on the proposed set of criteria 

Background 

2. At its June 2012 meeting, the IPSASB advised staff to develop a set of criteria, based on user 

needs as set out in Phase 1 of the Public Sector Conceptual Framework, which will allow the 

assessment of proposed transitional provisions for the first-time adoption of accrual basis IPSASs. 

3. Beginning of August 2012, staff asked for an out-of-session review of an Issues Paper on a “Set of 

Criteria for the Development of Transitional Provisions at First-Time Adoption of Accrual Basis 

IPSASs and Selected Examples”. Based on the comments received, staff has revised the 

theoretical framework used to develop the set of criteria for the evaluation of transitional provisions. 

Confirmation of Minimum Information Required in an Entity’s First IPSAS Financial Statements 

and the Set of Criteria for the Assessment of Transitional Provisions 

4. Staff has included in this covering memo for Board’s confirmation the relevant parts of the revised 

Issues Paper needed for the assessment of transitional provisions, i.e. the minimum information 

required in an entity’s first IPSAS financial statements, and the set of criteria for the evaluation of 

transitional provisions 
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A. Minimum Information Required in an Entity’s First IPSAS Financial Statements 

5. The following minimum information should be included in an entity’s first IPSAS financial 

statements. This minimum information also outlines the scope for the evaluation of transitional 

provisions: 

(a) An opening statement of financial position; 

(b) A statement of financial position; 

(c) A statement of financial performance; 

(d) A statement of changes in net assets/equity; 

(e) A cash flow statement; 

(f) A comparison of budget and actual information (when the entity makes publicly available its 

approved budget); 

(g) Notes disclosures that enhance, complement and supplement the financial statements. 

6. Where relevant, the minimum information needs to be presented for the reporting entity or the 

group reporting entity. 

7. For item (g) above, this includes information about the basis for the recognition and measurement 

of elements (according to notes requirements in IPSAS 1). Notes disclosures should also provide 

additional information about the elements included in the financial statements (a, b, c and d) or 

other information presented in other components of the financial statements (e and f). In addition, 

notes should also comprise reconciliation statements that provide linkages with information 

previously presented. An entity’s previous basis of accounting determines what minimum 

information an entity is able to provide with respect to reconciliations. 

 

Matter for Consideration 

1.     Members are asked to confirm the minimum information required in an entity’s first IPSAS financial 

statements. 
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B. Set of Criteria for the Assessment of Transitional Provisions at First-Time Adoption of 

Accrual Basis IPSASs 

Aspect of the Minimum Information Required in an Entity’s first IPSAS Financial Statements to 

Which a Transitional Accounting Issue Refers to 

8. One of the first issues which need to be considered in the assessment of transitional provisions is 

the aspect of the minimum information required in an entity’s first IPSAS financial statements to 

which a transitional accounting issue refers to. In staff’s view the following aspects are relevant to 

assess the appropriateness of transitional provisions on the first time adoption of the IPSASs, as 

they are able to explain the linkages between a transitional accounting issue and the minimum 

information required by an entity’s first IPSAS financial statements : 

A. Does the transitional accounting issue refer to the recognition of an element in the entity’s 

first IPSAS financial statements? 

B. Does the transitional accounting issue refer to the measurement of an element in the entity’s 

first IPSAS financial statements? 

C. Is it necessary for the transitional accounting issue to present additional information: 

(a) About the basis for the recognition and measurement of an element, about relevant 

information about how it arose, about information about its nature and extent (e.g. 

related party transactions);  

(b) About the objectives of financial reporting, users’ information needs and its implications 

for the presentation of a certain statement – e.g. presenting a cash flow statement 

which provides information about liquidity and solvency; 

(c) About the linkages between the prior year and the current year reporting information 

(reconciliations). 

D. Does the transitional accounting issue refer to the reporting entity or the group reporting 

entity? 

Fair Presentation as a Criterion for the Assessment of Transitional Provisions at First-Time 

Adoption of Accrual Basis IPSASs 

9. Following IPSAS 1.27, financial statements shall present fairly the financial position, financial 

performance, and cash flows of an entity. Fair presentation requires the faithful representation of 

the effects of transactions, other events, and conditions in accordance with the definitions and 

recognition criteria for assets, liabilities, revenue, and expenses set out in IPSASs. The application 

of IPSASs, with additional disclosures when necessary, is presumed to result in financial 

statements that achieve a fair presentation. 

10. Staff decided to use ‘fair presentation’ as a separate criterion for the assessment of transitional 

provisions as it allows to consider the full set of qualitative characteristics as well as the specific 

reporting requirements of the respective IPSAS at the same time. In this context, BC 3.5 of CF-ED1 

adds that in order to achieve fair presentation, an entity is required to apply the full set of qualitative 

characteristics identified in the Conceptual Framework and the IPSASs that deal with these specific 

reporting issues. 
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11. A negative fair presentation consideration of a proposed transitional provision implies that the 

transitional provision will not be used as relief in the first-time adoption ED. 

Applying the Qualitative Characteristics of, and Constraints on, Information in General Purpose 

Financial Reports as Basis for Assessments 

12. For the assessment of transitional provisions for the first-time adoption of accrual basis IPSASs, 

staff decided to use the qualitative characteristics of, and constraints on, information in General 

Purpose Financial Reports of Phase 1 of the Conceptual Framework project as a basis. 

13. As CF–ED1 will likely not be approved before December 2012 by the IPSASB, staff evaluated 

whether the ‘Qualitative Characteristics of Financial Reporting’ as outlined in IPSAS 1 or the 

‘Qualitative Characteristics of, and Constraints on, Information Included in GPFRs’ as outlined in 

CF–ED1 should be used as a basis for the development of a set of criteria. 

14. As staff was of the view that it is not useful for an ED (or an IPSAS) on first-time adoption of accrual 

basis IPSASs, to be issued based on a set of QCs that will have been superseded on its issue, staff 

recommended to use the ‘Qualitative Characteristics of, and Constraints on, Information Included in 

GPFRs’ as outlined in CF–ED1. This view was confirmed by the out-of-session review of the Issues 

Paper on a “Set of Criteria for the Development of Transitional Provisions at First-Time Adoption of 

Accrual Basis IPSASs and Selected Examples” in August 2012. 

15. The qualitative characteristics are the attributes that make information useful to users and support 

the achievement of the objectives of financial reporting. Each of the qualitative characteristics is 

integral to, and works with, the other characteristics to provide information useful for achieving the 

objectives of financial reporting. However, in practice, all qualitative characteristics may not be fully 

achieved, and a balance or trade-off between certain of them may be necessary. 

16. Staff proposes to use the following qualitative characteristics of, and constraints on, information in 

GPFRs for the evaluation of transitional provisions at first-time adoption of accrual basis IPSASs 

referring to GPFSs: 

A. Qualitative characteristics of information in GPFRs 

1. Relevance 

2. Faithful representation 

3. Understandability 

4. Timeliness 

5. Comparability 

6. Verifiability 

B. Constraints on information in GPFRs 

1. Materiality 

2. Cost-Benefit 

3. Balance between the qualitative characteristics 

17. The cost-benefit constraint is able to capture the preparer’s perspective at first-time adoption of 

accrual basis IPSASs. Because of the importance of the cost-benefit constraint for first-time 

adoption, each transitional provision needs to be evaluated considering that constraint. However, 

the assessment of the transitional provisions based on the qualitative characteristics of, and 

constraints on, information in GPFRs is performed from the Board’s perspective. Entities may still 
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apply their own considerations when they adopt IPSASs using the first-time adoption of accrual 

basis standard and the requirements of IPSAS 3. 

18. The proposed criteria are seen to be a guideline to the Board for decision-making about appropriate 

transitional provisions at first-time adoption of accrual basis IPSASs. Therefore, they will per se not 

be included in the Exposure Draft on First-time Adoption of Accrual Basis IPSASs. The application 

of the criteria to each transitional accounting issue and the rationale provided there might be used 

in the Basis for Conclusion of the ED. 

Matter for Consideration 

 2.     Members are asked to confirm the set of criteria for the assessment of transitional provisions. 

19. The complete theoretical framework is provided as background material in the Annex to this memo 

for information purposes. These paragraphs outline the information needs of users at first-time 

adoption of accrual basis IPSASs, the basis used to identify the minimum information that should 

be included in a set of financial statements at first-time adoption, as well as the set of criteria used 

to assess the appropriateness of any transitional provisions developed. 

20. Paragraphs 25 to 58 are provided to the Board for information purposes. These paragraphs outline 

in particular the information needs of users at first-time adoption of accrual basis IPSASs (see 

paragraphs 34 to 37), the basis used to identify the minimum information that should be included in 

a set of financial statements at first-time adoption (see paragraphs 45 to 47), as well as the criteria 

used to evaluate the appropriateness of any transitional provisions developed (see paragraphs 48 

to 58). 

Assessment of Proposed Transitional Provisions Based on the Outlined Set of Criteria 

21. Agenda Item 8.1 contains an Issues Paper which provides an assessment of proposed transitional 

provisions of IPSAS 1 to IPSAS 18 based on the outlined set of criteria. 

Matters for Consideration 

3.    Members are asked to review and discuss the assessments of proposed transitional provisions       

based on the set of criteria and the proposals made by staff. 
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Annex 

Background Material - Theoretical Framework used to Develop the Set of Criteria 
for the Evaluation of Transitional Provisions at First-Time Adoption of Accrual 
Basis IPSASs 

22. Staff would like to note that the underlying theoretical framework for the proposed set of criteria 

refers to the current version of Phase 1 of the Conceptual Framework and to the current suite of 

accrual basis IPSASs (IPSAS 1 to IPSAS 32), i.e. to standards referring to General Purpose 

Financial Statements (GPFSs) and does not apply to other information included in GPFRs. 

Objectives of Financial Reporting: Accountability and Decision Making 

23. The purpose of financial reporting is to provide information useful to users of GPFSs. The 

objectives of financial reporting are therefore determined by reference to the users of GPFSs, and 

their information needs. According to the Conceptual Framework Phase 1, the objectives of 

financial reporting by public sector entities are to provide information about the entity that is useful 

to users of GPFSs for accountability purposes and for decision-making purposes. Users of the 

financial statements include service recipients and their representatives and resource providers and 

their representatives. 

Information Needs of the Primary Users 

24. The current version of Phase 1 of the Conceptual Framework notes that users need information 

that will enable them to form judgments about such matters as (a) the extent to which the entity has 

discharged its responsibilities in safekeeping and managing public resources, (b) whether 

resources have been efficiently and effectively used in delivering services, and (c) compliance with 

relevant budgetary, legislative, and other controls regulating the raising and use of public monies. 

The discharge of accountability requirements for public sector organizations and the provision of 

decision-useful information about their financial position and performance require information 

beyond that contained in financial statements. 

25. For accountability and decision-making purposes, service recipients and resource providers and 

their representatives will need information that support the assessments of such matters as:  

 The performance of the entity during the reporting period in, for example: 

o Meeting its service delivery and other operating and financial objectives; 

o Managing the resources it is responsible for; 

 The liquidity and solvency of the entity; 

 The consequences of decisions made, and activities undertaken, by the reporting entity on 

the resources available to support the provision of services in the future; 

 The amounts and sources of cost recoveries necessary to support those activities; 

 Whether the entity is achieving the objectives established as the justification for the 

resources raised during the reporting period; 

 Whether the entity funded current operations from funds raised in the current period from 

taxpayers or from borrowings or other sources; 

 Whether the entity is likely to need additional (or less) resources in the future, and the likely 

sources of those resources; 

 Whether the entity is using resources economically, efficiently, effectively and as intended. 



First-time Adoption of Accrual Basis IPSASs 

IPSASB Meeting (September 2012) 

Agenda Item 8.0 

Page 7 of 13 

Information Provided by General Purpose Financial Statements 

a) Financial Position, Financial Performance, Cash Flows and Accompanying Note Disclosures 

26. Information about the financial position of a government or other public sector entity will enable 

users to identify the economic resources of the entity and claims to those resources at the reporting 

date. 

27. Information about the financial performance of a government or other public sector entity will inform 

assessments of matters such as whether the entity has acquired resources economically, and used 

them efficiently and effectively to achieve its service delivery objectives. Information about the costs 

of service delivery and the amounts and sources of cost recovery during the reporting period will 

enable users to determine whether operating costs were recovered from, or were financed by 

increasing the level of indebtedness of the entity. 

28. Information about the cash flows of a government or other public sector entity contributes to 

assessments of financial performance and the entity’s liquidity and solvency. It indicates how the 

entity raised and used cash during the period. Information about cash flows can also support 

assessments of the entity’s compliance with spending mandates expressed in cash flow terms, and 

inform assessments of the likely amounts and sources of cash inflows needed in future periods to 

support service delivery objectives. 

29. CF–ED1 sets out that in order to assist users to better understand, interpret and place in context 

the information presented in the financial statements, GPFRs may also provide financial and non-

financial information that enhances, complements and supplements the financial statements. Note 

disclosures are able to enhance, complement and supplement GPFSs. In this context, Phase 2 of 

the Conceptual Framework project clarifies that with respect to recognized items in the financial 

statements certain types of note disclosures can enhance information for decision making and 

accountability. It also proposes that notes can provide further detail about recognized items. CF–

CP3 states that disclosures can ensure that the measurement bases used and the amounts 

reported on each basis are clear. Notes provide additional information about (a) the basis for the 

recognition and measurement of elements, (b) the elements included in the financial statements or 

other information presented in other components of the financial statements. 

b) Compliance with the Budget 

30. The inclusion of information that assists users in assessing the extent to which revenues, 

expenses, cash flows and financial results comply with the estimates reflected in approved or 

legally adopted budgets, and its adherence to relevant legislation or other authority governing the 

raising and use of public monies, is important in determining how well a public sector entity has met 

its financial objectives. Such information is necessary for the discharge of a government’s (or other 

entity’s) accountability to its constituents, enhances the assessment of the financial performance of 

the reporting entity and will inform decision making. 

Information Needs of Users at First-time Adoption of Accrual Basis IPSASs 

31. Users of an entity’s first IPSAS financial statements presented at first-time adoption of accrual basis 

IPSASs are likely to have the same information needs as users as described in the Conceptual 

Framework Phase 1. In conjunction with users’ needs for comparative information, users of a first-

time adopter’s financial statements are interested in the differences and similarities between 

financial statements presented for the prior year and the first accrual basis IPSAS financial 
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statements and in the impact that these differences and similarities have had, or not had, on an 

entity’s financial performance and financial position. 

32. The usefulness of information about an entity’s financial position or financial performance is 

enhanced, if it can be compared with information for the prior period. In using comparative 

information, users are better able to understand and place in context the financial position and 

financial performance of an entity. As a result, comparative information at first-time adoption of 

accrual basis IPSASs contributes to accountability and decision-making. 

33. As an entity might not have used the same basis of accounting, has used different reporting formats 

or classification schemes or has applied different accounting policies and procedures in its prior 

year financial statements, the identification of differences and similarities by providing comparative 

information might not be feasible, conducive or even be misleading. In this context, reconciliations 

may assist in satisfying the users’ needs at first-time adoption of accrual basis IPSASs. 

Reconciliations are able to provide linkages of financial relevance between an entity’s first IPSAS 

financial statements and an entity’s previous financial statements to the users of GPFSs without 

necessarily providing comparative information. Like comparative information, reconciliations are 

able to provide users with linkages of current financial information to past financial information of an 

entity. The difference between reconciliations and comparative information is that consistency is a 

necessary requirement to generate comparative information, whereas this is not the case for 

reconciliations. Narrative reporting at first-time adoption might assist users in understanding the 

impact of applying the IPSAS accounting framework on financial performance and on financial 

position. 

34. In an entity’s first IPSAS financial statements, comparative information (if an entity elects to prepare 

this information) as well as reconciliations will provide linkages with information previously 

presented.  Narrative discussions included in reports outside the GPFSs may also provide useful 

information about the first time adoption of IPSASs and how this affected the financial performance 

and financial position of the entity. 

Linkages between Information Needs of Primary Users, Information Provided by GPFSs and the 

Qualitative Characteristics of, and Constraints on, Information 

35.  As users need information that will enable them to form judgments about the extent to which the 

entity has discharged its responsibilities in safekeeping and managing public resources, the entity is 

required to provide information about its financial position. Information about the financial position of 

an entity is primarily provided by the statement of financial position. When a transaction or other 

event of the entity give rise to an item that satisfies the definition of one of the elements of the 

statement of financial position and the element meets the recognition criteria, then the element 

should be recognized in the statement of financial position. In the context of the statement of 

financial position, the qualitative characteristic of relevance assures that the entity recognizes 

relevant financial information, i.e. information that is capable of making a difference in achieving the 

objectives of financial reporting. Faithful representation of economic or other phenomena is 

achieved, if the depiction of the phenomenon is complete, neutral, and free from material error. As 

a consequence, completeness of the elements in the statement of financial position is therefore a 

necessary condition for its faithful representation. If the statement of financial position refers to a 

group reporting entity, then the entity needs to ensure that all the elements of other entities are 

included. If an entity concludes that an element is required to be recognized in the statement of 
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financial position, then the element needs to be measured. As shown in Phase 3 of the Conceptual 

Framework, the qualitative characteristics can be used to identify an appropriate measurement 

basis. For example, an entity has to ensure that its assets are not understated. If an entity does not 

recognize the full value of its assets that are going to be consumed in service provision, the entity is 

not able to faithfully represent the cost of providing those services and it does not allow for 

assessments of the stewardship of resources which have been given to the entity. In order to 

achieve faithful representation, the entity has to make sure that the measurement of elements is 

free from material error. If this is not the case, the entity is not able to faithfully represent its 

financial position. Also verifiability is an important qualitative characteristic in the context of 

measurement as it helps to ensure users that information in the statement of financial position 

faithfully represents the phenomena that it purports to present. Misstatement of financial 

information, e.g. by applying an inappropriate measurement bases to an element, relates to the 

qualitative characteristic of relevance as it is capable of making a difference in achieving the 

objectives of financial reporting. 

36. The constraint of materiality ensures that entities recognize and measure only those elements that 

are material to its financial statements. Materiality is applied both at an entity- as well as at a 

standard setting-level. CF–ED1 clarifies with respect to materiality that it is not possible to specify a 

uniform quantitative threshold at which a particular type of information becomes material. As a 

consequence for the development of transitional provisions for first-time adoption of accrual basis 

IPSASs, the IPSASB has to assess what issues are likely to be material for an entity’s first IPSAS 

financial statements. At an entity level, entities may still apply their own materiality when preparing 

their first IPSAS financial statements and applying the related transitional provisions. Materiality 

might also affect decisions on the presentation of an element, or on how it is measured. 

37. The cost-benefit constraint assesses whether the benefits of reporting information are likely to 

justify the costs incurred to provide and use the information. In the context of an entity’s IPSAS 

opening statement of financial position, the cost-benefit constraint is especially relevant in terms of 

recognition and measurement of elements as well as disclosures. Retrospective application of 

IPSASs at first-time adoption based on IPSAS 3 implies that an entity needs to restate information 

back to the time of the original transaction. While useful to users, the cost of providing such 

information is likely to be high for preparers. As an example, allowing an entity to measure an asset 

or a liability at a more recent date (e.g. measuring inventories at fair value as at the date of 

transition to IPSASs) may, in certain instances, reduce the cost incurred by preparers. Despite that 

fact that the principle of retrospective application will not be fulfilled at first-time adoption, useful 

information might still be provided. 

38. Users also need information whether resources have been efficiently and effectively used in 

delivering services. As information about the financial performance of a government or other public 

sector entity contribute to assessments of matters such as whether the entity has acquired 

resources economically, and used them efficiently and effectively to achieve its service delivery 

objectives, the entity is required to prepare and present a statement of financial performance. In 

addition, service recipients and resource providers are interested in the resources received and 

used during the reporting period. In order to assess the performance of an entity during the 

reporting period, they will also need information whether an entity has met its financial and 

operating objectives. To achieve these purposes, the entity is required to prepare and present a 

statement of financial performance. When a transaction or other event of the entity give rise to an 

item that satisfies the definition of one of the elements of the statement of financial performance 
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and the element meets the recognition criteria, then the element should be recognized in the 

statement of financial performance. In analogy to the statement of financial position, also in the 

context of the statement of financial performance, the qualitative characteristics and constraints 

contribute to the identification of such information that is useful to users and support the 

achievement of the objectives of financial reporting. For example an entity needs to make sure, that 

it has recognized all its expenses and revenues. If revenues and expenses in the statement of 

financial position are incomplete, then this could influence the discharge of accountability by the 

entity, or the decisions that users make. The completeness of the elements in the statement of 

financial performance is therefore a necessary condition for its faithful representation. If the 

statement of financial performance refers to a group reporting entity, then the entity needs to 

ensure that all the elements of other entities in their statement of financial performance are 

included. 

39. For accountability and decision-making purposes, service recipients and resource providers will 

also need information about the liquidity and solvency of an entity. As the cash flow statement 

provides information about (a) the sources of cash inflows, (b) the items on which cash was 

expended during the reporting period, and (c) the cash balance at the reporting date, it provides 

information about the liquidity and solvency of an entity. In analogy to the statement of financial 

position and the statement of financial performance, also in the context of the cash flow statement, 

the qualitative characteristics and constraints contribute to the identification of such information that 

is useful to users and support the achievement of the objectives of financial reporting. For example 

the completeness of all cash inflows and outflows in the cash flow statement is a necessary 

condition for its faithful representation. 

40. Note disclosures are able to enhance, complement and supplement the information presented in 

the financial statements. Phase 2 of the Conceptual Framework project clarified that with respect to 

recognized items in the financial statements note disclosures are able to enhance information for 

decision making and accountability. In line with Phase 4 of the Conceptual Framework project, staff 

is of the view that the qualitative characteristics of, and constraints on, information in GPFRs can be 

applied to note disclosures. In analogy to the other statements, also in the context of the note 

disclosures, the qualitative characteristics and constraints contribute to the identification of such 

information that is useful to users and support the achievement of the objectives of financial 

reporting. For example, an entity needs to make sure, that it has disclosed in the summary of 

significant accounting policies all the measurement bases used in preparing the financial 

statements. The completeness of such disclosures is therefore a necessary condition for the faithful 

representation of the financial statements. If the financial statements refer to a group reporting 

entity, then the entity needs to ensure that also the required note disclosures of other entities are 

included in the group reporting entity’s note disclosures. 

41. Users of government’s and other entity’s financial statement have information needs relating to the 

compliance with relevant budgetary, legislative, and other controls regulating the raising and use of 

public monies. Especially the provision of information about the compliance with the budget of an 

entity is important in determining how well the entity has met its financial objectives. IPSAS 1 

requires that when an entity makes publicly available its approved budget, the entity provides a 

comparison of budget and actual amounts either as a separate additional financial statement or as 

a budget column in the financial statements. Also here, the qualitative characteristics and 

constraints contribute to the identification of such information that is useful to users and support the 

achievement of the objectives of financial reporting. For example, the qualitative characteristic of 
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relevance helps in identifying differences between budget and actual amounts which could 

influence the discharge of accountability by the entity, or the decisions that users make. 

Minimum Information Required in an Entity’s First IPSAS Financial Statements 

42. Based on the identification of information required to meet users’ needs, the following minimum 

information should be included in an entity’s first IPSAS financial statements. This minimum 

information also outlines the scope for the evaluation of transitional provisions. 

a) An opening statement of financial position; 

b) A statement of financial position; 

c) A statement of financial performance; 

d) A statement of changes in net assets/equity; 

e) A cash flow statement; 

f) A comparison of budget and actual information (when the entity makes publicly 

available its approved budget); 

g) Notes disclosures that enhances, complements and supplements the financial 

statements. 

43. Where relevant, the minimum information needs to be presented for the reporting entity or the 

group reporting entity. 

44. For item (g) above, this includes information about the basis for the recognition and measurement 

of elements (according to notes requirements in IPSAS 1). Notes disclosures should provide 

additional information about the elements included in the financial statements (a, b, c and d) or 

other information presented in other components of the financial statements (e and f). In addition, 

notes should also comprise reconciliation statements that provide linkages with information 

previously presented. An entity’s previous basis of accounting determines what minimum 

information an entity is able to provide with respect to reconciliations. 

Set of Criteria for the Assessment of Transitional Provisions at First-Time Adoption of Accrual 

Basis IPSASs 

a) Aspect of the Minimum Information Required in an Entity’s first IPSAS Financial Statements to Which 

a Transitional Accounting Issue Refers to 

45. The first issue which needs to be considered in the assessment of transitional provisions is the 

aspect of the minimum information required in an entity’s first IPSAS financial statements to which a 

transitional accounting issue refers to. In staff’s view the following aspects are relevant to assess 

the appropriateness of transitional provisions on the first time adoption of the IPSASs, as they are 

able to explain the linkages between a transitional accounting issue and the minimum information 

required by an entity’s first IPSAS financial statements : 

(i) Does the transitional accounting issue refer to the recognition of an element in the 

entity’s first IPSAS financial statements? 

(ii) Does the transitional accounting issue refer to the measurement of an element in the 

entity’s first IPSAS financial statements? 

(iii) Is it necessary for the transitional accounting issue to present additional information: 
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(a)      About the basis for the recognition and measurement of an element, about    

relevant information about how it arose, about information about its nature and 

extent (e.g. related party transactions);  

(b)      About the objectives of financial reporting, users’ information needs and its 

implications for the presentation of a certain statement – e.g. presenting a cash 

flow statement which provides information about liquidity and solvency; 

(c)      About the linkages between the prior year and the current year reporting 

information (reconciliations); 

(iv) Does the transitional accounting issue refer to the reporting entity or the group 

reporting entity? 

46. Staff is of the view that this classification will help in getting a better understanding of a transitional 

accounting issue and in identifying those transactions, other events or conditions which will be 

critical for an entity’s first IPSAS financial statements. 

 

b) Fair Presentation as a Criterion for the Assessment of Transitional Provisions at First-Time Adoption 

of Accrual Basis IPSASs 

47. Following IPSAS 1.27, financial statements shall present fairly the financial position, financial 

performance, and cash flows of an entity. Fair presentation requires the faithful representation of 

the effects of transactions, other events, and conditions in accordance with the definitions and 

recognition criteria for assets, liabilities, revenue, and expenses set out in IPSASs. The application 

of IPSASs, with additional disclosures when necessary, is presumed to result in financial 

statements that achieve a fair presentation. 

48. Staff has decided to use ‘fair presentation’ as a separate criterion for the assessment of transitional 

provisions as it allows to consider the full set of qualitative characteristics as well as the specific 

reporting requirements of the respective IPSAS at the same time. In this context, BC 3.5 of CF-ED1 

adds that in order to achieve fair presentation, an entity is required to apply the full set of qualitative 

characteristics identified in the Conceptual Framework and the IPSASs that deal with these specific 

reporting issues. 

49. A negative fair presentation consideration of a proposed transitional provision implies that the 

transitional provision will not be used as relief in the first-time adoption ED. 

 

c) Applying the Qualitative Characteristics of, and Constraints on, Information in General Purpose 

Financial Reports as Basis for Assessments 

50. For the assessment of transitional provisions for the first-time adoption of accrual basis IPSASs, 

staff decided to use the qualitative characteristics of, and constraints on, information in General 

Purpose Financial Reports of Phase 1 of the Conceptual Framework project as a basis. 

51. As CF–ED1 will likely not be approved before December 2012 by the IPSASB, staff evaluated 

whether the ‘Qualitative Characteristics of Financial Reporting’ as outlined in IPSAS 1 or the 

‘Qualitative Characteristics of, and Constraints on, Information Included in GPFRs’ as outlined in 

CF–ED1 should be used as a basis for the development of a set of criteria. 
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52. As staff was of the view that it is not useful for an ED (or an IPSAS) on first-time adoption of accrual 

basis IPSASs, to be issued based on a set of QCs that will have been superseded on its issue, staff 

recommended to use the ‘Qualitative Characteristics of, and Constraints on, Information Included in 

GPFRs’ as outlined in CF–ED1. This view was confirmed by the out-of-session review of the Issues 

Paper on a “Set of Criteria for the Development of Transitional Provisions at First-Time Adoption of 

Accrual Basis IPSASs and Selected Examples” in August 2012. 

53. The qualitative characteristics are the attributes that make information useful to users and support 

the achievement of the objectives of financial reporting. Each of the qualitative characteristics is 

integral to, and works with, the other characteristics to provide information useful for achieving the 

objectives of financial reporting. However, in practice, all qualitative characteristics may not be fully 

achieved, and a balance or trade-off between certain of them may be necessary. 

54. Staff proposes to use the following qualitative characteristics of, and constraints on, information in 

GPFRs for the evaluation of transitional provisions at first-time adoption of accrual basis IPSASs 

referring to GPFSs: 

A. Qualitative characteristics of information in GPFRs 

1. Relevance 

2. Faithful representation 

3. Understandability 

4. Timeliness 

5. Comparability 

6. Verifiability 

B. Constraints on information in GPFRs 

1. Materiality 

2. Cost-Benefit 

3. Balance between the Qualitative Characteristics 

55. The cost-benefit constraint is able to capture the preparer’s perspective at first-time adoption of 

accrual basis IPSASs. Because of the importance of the cost-benefit constraint for first-time 

adoption, each transitional provision needs to be evaluated considering that constraint. However, 

the assessment of the transitional provisions based on the qualitative characteristics of, and 

constraints on, information in GPFRs is performed from the Board’s perspective. Entities may still 

apply their own considerations when they adopt IPSASs using the first-time adoption of accrual 

basis standard and the requirements of IPSAS 3. 
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FIRST-TIME ADOPTION OF ACCRUAL BASIS IPSASs -  

ISSUES PAPER ON THE ASSESSMENT OF PROPOSED TRANSITION-

AL PROVISIONS OF IPSAS 1 TO IPSAS 18 

Objective of Issues Paper 

1. The objective of this Issues Paper is to: 

 Provide an assessment of proposed transitional provisions of IPSAS 1 to IPSAS 18 based 

on a set of criteria and concluding proposals for the ED on First-time Adoption of Accrual Ba-

sis IPSASs for review and discussion. 

Approach Taken by Staff 

2. For the identification of transitional accounting issues, staff examines each IPSAS whether issues 

with relevance to first-time adoption of accrual basis IPSASs could be identified. In addition, staff 

looked at existing transitional provisions in each IPSAS, but also considered the transitional provi-

sions in IFRS 1 for a specific accounting issue. In staff’s view, only a thorough analysis of each 

IPSAS is able to ensure that issues with relevance to first-time adoption of accrual basis IPSASs 

are complete. 

3. Currently, staff has analyzed transitional accounting issues for IPSAS 1 to IPSAS 18. For IPSAS 2, 

3, 9, 10, 14 and 15 staff has not identified any transitional accounting issues which require transi-

tional arrangements for consideration in the First-time Adoption of Accrual Basis IPSAS ED. As a 

consequence, the Issues Paper assesses transitional accounting issues for IPSAS 1, 4, 5 to 8, 11 

to13, and 16 to 18. 

Matters for Consideration 

1.    Members are asked to review and discuss the assessments of proposed transitional provisions       

based on the set of criteria and the proposals made by staff. 
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1. Assessment of Transitional Provisions Related to IPSAS 1, Presentation of Financial 

Statements 

 

Accounting issue: Provision of comparative information in an entity’s first IPSAS fi-

nancial statements 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 1.151: Comparative information is not re-

quired in respect of the financial statements to 

which accrual accounting is first adopted in ac-

cordance with IPSASs. 

No such transitional provision in IFRS 1. 

In the June 2012 meeting the IPSASB tentatively agreed that an entity should not be required to pre-

sent comparative information. The current IPSASB approach (i.e. IPSAS 1.151) towards presentation 

of comparative information was therefore confirmed. The main arguments for not requiring an entity to 

present comparative information at first-time adoption were (a) cost-benefit considerations, (b) timeli-

ness of information, and (c) practical experiences with the current approach in IPSAS 1 towards the 

presentation of comparative information at first-time adoption. 

Proposal for ED: Encourage entities to provide comparative information in an entity’s first 

IPSAS financial statements but not require them to. 
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2. Assessment of Transitional Provisions Related to IPSAS 4, The Effects of Changes in For-

eign Exchange Rates 

 

Accounting issue: Accounting for cumulative translation differences at first-time adop-

tion of IPSASs (cf. IPSAS 4.67) 

Minimum information 

affected: 

Opening statement of financial position; Statement of financial perfor-

mance, statement of financial position and statement of changes in net 

assets/equity, comparison of budget and actual information (when the 

entity makes publicly available its approved budget), notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 4.67: A reporting entity need not comply 

with the requirements for cumulative translation 

differences that existed at the date of first adop-

tion of accrual accounting in accordance with 

IPSASs. If a first-time adopter uses this exemp-

tion: 

(a) The cumulative translation differences for all 

foreign operations are deemed to be zero at 

the date of first adoption to IPSASs; and 

(b) The gain and loss on a subsequent disposal 

of any foreign operation shall exclude transla-

tion differences that arose before the date of 

first adoption of IPSASs, and shall include 

later translation differences. 

IFRS 1.D12-D13: [...] However, a first-time 

adopter need not comply with these requirements 

for cumulative translation differences that existed 

at the date of transition to IFRSs. 

If a first-time adopter uses this exemption: 

(a)  the cumulative translation differences for all 

foreign operations are deemed to be zero at 

the date of transition to IFRSs; and 

(b)  the gain or loss on a subsequent disposal of 

any foreign operation shall exclude transla-

tion differences that arose before the date of 

transition to IFRSs and shall include later 

translation differences. 
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Aspect of the minimum 

information: 

All elements should be measured appropriately in an entity’s first IPSAS 

financial statements.  

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

Staff proposes to use the transitional provisions in IPSAS 4 in the first-

time adoption ED. 

Not recognizing cumulative translation differences of foreign operations 

(as a separate component of net assets/equity, cf. IPSAS 4.44(c)) will not 

faithfully represent the financial position of an entity. According to para. 

44 of IPSAS 4 and together with the principle of retrospective application 

(IPSAS 3) an entity would be required to present such information. De-

pending on an entity’s operations, this matter can be of relevance. The 

cost of retrospective application of IPSAS 4 (for example, translating 

revenue and expenses to the exchange rates at the dates of the transac-

tions for entities with considerable foreign currency transactions, cf. 

IPSAS 4.44(b)) can be high (see also para. 17.10 of Study 14). As (na-

tional) public sector entities are not likely to have that many foreign oper-

ations, the recognition of cumulative translation differences relating to 

foreign operations is not as common as in the private sector. The benefit 

of presenting cumulative translation differences of foreign operations for 

entities with only some or relatively few foreign operations will likely be 

low. 

Staff has identified a trade-off between the qualitative characteristics 

and the constraints on information. Staff is of the view that the costs of 

retrospective application of IPSAS 4 for those entities with only some or 

relatively few foreign operations outweigh faithful representation and rel-

evance and therefore appropriate relief should be provided. 
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Fair presentation con-

sideration: 

Not recognizing cumulative translation differences of foreign operations 

as a separate component of net assets/equity might affect fair presenta-

tion of an entity’s financial position at the date of first transition IPSASs. 

Nevertheless, notes disclosures that explain the accounting for cumula-

tive translation differences before and after the date of first transition to 

IPSASs will help user to get a better understanding. After the date of first 

transition to IPSASs, all translation differences will be accounted for ac-

cording to IPSAS 4. As a result, fair presentation is achieved. 

Proposal for ED: Transitional provisions in IPSAS 4 related to first-time adoption should be 

incorporated in the first-time adoption ED. 
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3. Assessment of Transitional Provisions Related to IPSAS 5, Borrowing Costs 

 

Accounting issue: Retrospective capitalization of borrowing costs (cf. IPSAS 5.41) 

where the allowed alternative treatment is applied 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position and statement of changes in net 

assets/equity, comparison of budget and actual information (when the 

entity makes publicly available its approved budget), notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 5.41: When the adoption of this Standard 

constitutes a change in accounting policy, an en-

tity is encouraged to adjust its financial state-

ments in accordance with IPSAS 3, Accounting 

Policies, Changes in Accounting Estimates and 

Errors. Alternatively, entities following the al-

lowed alternative treatment shall capitalize only 

those borrowing costs incurred after the effective 

date of this Standard that meet the criteria for 

capitalization. 

Please note: 

 IPSAS 5.41 is based on the December 1993 

version of IAS 23.30. 

 As the effective date of IPSAS 5 is July 1, 

2001, entities following the allowed alterna-

tive treatment are required to capitalize bor-

rowing costs incurred after July 1, 2001. 

IFRS 1.D23: A first-time adopter may apply the 

transitional provisions set out in paragraphs 27 

and 28 of IAS 23, as revised in 2007. In those 

paragraphs references to the effective date shall 

be interpreted as 1 January 2009 or the date of 

transition to IFRSs, whichever is later. 

IAS 23.27: When application of this Standard 

constitutes a change in accounting policy, an en-

tity shall apply the Standard to borrowing costs 

relating to qualifying assets for which the com-

mencement date for capitalization is on or after 

the effective date. 

IAS 23.28: However, an entity may designate any 

date before the effective date and apply the 

Standard to borrowing costs relating to all qualify-

ing assets for which the commencement date for 

capitalization is on or after that date. 

Please note: 

 Relief provided by IFRS 1 for IAS 23 is not 

appropriate for IPSASs as it refers to the 

2007 version of IAS 23. 

Aspect of the minimum 

information: 

Appropriate measurement of elements. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

Staff proposes to provide relief for entities following the allowed alterna-

tive treatment at first-time adoption. Those entities should be allowed to 

capitalize only those borrowing costs incurred after a specific date. 

Where an entity decides to follow the allowed alternative treatment, not 

capitalizing all borrowing costs retrospectively at first-time adoption of 

accrual basis IPSASs does not result in a faithful representation of the 
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financial position/performance of an entity. Faithful representation might 

not be achieved because values for qualifying assets would be different, 

depending on whether they were acquired before or after the date of 

transition to IPSASs. Retrospective application of IPSAS 5 also influ-

ences subsequent measurement of such assets. Depending on an enti-

ty’s operations, this issue can be of relevance. The cost for the provision 

of information required by a retrospective application of IPSAS 5 at first 

time adoption (e.g. the retrospective identification of qualifying assets or 

the retrospective calculation of the eligible borrowing costs) is likely to be 

considerably high. 

Staff has identified a trade-off between the qualitative characteristics 

and the constraints on information. Staff is of the view that the high 

costs for applying IPSAS 5 retrospectively (especially for entities which 

have applied the cash basis previously) outweigh faithful representation 

and relevance and therefore appropriate relief should be provided. 

Fair presentation con-

sideration: 

Where an entity decides to follow the allowed alternative treatment, not 

recognizing eligible borrowing costs retrospectively might affect fair 

presentation of an entity’s financial position/financial performance. Notes 

disclosures about the accounting policies that explain the accounting for 

borrowing costs before and after the date of transition to IPSASs will help 

users to get a better understanding. After that date, all eligible borrowing 

costs will be capitalized. As a result, fair presentation is achieved. 

Proposal for ED: 1. Provide relief for entities following the allowed alternative treatment at 

first-time adoption of accrual basis IPSASs. Those entities should be 

allowed to capitalize only those borrowing costs incurred after the 

date of transition to IPSASs.  

2. Questionable is whether the current effective date of IPSAS 5 which 

is July 1, 2001, is still appropriate. Staff proposes to have a similar 

approach as in IFRS 1.D23. There, references to the effective date 

shall be interpreted as 1 January 2009 or the date of transition to 

IFRSs, whichever is later. Such an approach would also allow entities 

applying the cash basis of accounting to account for borrowing costs 

in its first-time IPSAS financial statements.  
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4. Assessment of Transitional Provisions Related to IPSAS 6, Consolidated and Separate Fi-

nancial Statements, IPSAS 7, Investments in Associates, and IPSAS 8, Interests in Joint 

Ventures 

 

Accounting issue: Requirement to present consolidated financial statements at first-

time adoption of accrual basis IPSASs 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

According to IPSAS 6.15 a controlling entity is 

required to present consolidated financial state-

ments at first-time adoption of accrual basis 

IPSASs (except for controlling entities as de-

scribed in IPSAS 6.16). 

IPSAS 6 does not provide relief with respect to 

the presentation of consolidated financial state-

ments. 

No transitional provisions in IFRS 1. 

Aspect of the minimum 

information: 

Minimum information needs to be presented for the group reporting entity 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, information 

in General Purpose Fi-

nancial Reports: 

The presentation of consolidated financial statements is relevant as it is 

capable of making a difference in achieving the objectives of financial 

reporting. The entity presents GPFRs as if it is a single entity. To achieve 

this, certain consolidation procedures are performed, including the elimi-

nation of balances, transactions, revenues, and expenses between enti-

ties within an economic entity. Based on the concept of a public sector 

reporting entity, consolidated financial statements according to IPSAS 6 

are a faithful representation of the economic and other phenomena that 

it purports to depict. Thus, not presenting consolidated financial state-

ments at first-time adoption of accrual basis IPSASs would not be a faith-

ful representation of an entity’s financial statements. The concept of a 

reporting entity requires that such an entity that comprises two or more 

separate entities that present GPFRs needs to present its financial 

statements as if they are a single entity. The presentation of consolidated 

financial information is likely to be material as its omission or misstate-

ment could influence the discharge of accountability by the entity, or the 

decisions that users make on that basis. The costs of preparing consoli-

dated financial statements could be considerable, depending on the type 
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of public sector entity. The higher the number of controlled entities, the 

higher the costs of preparing consolidated financial statements might be. 

Staff has identified a trade-off between the qualitative characteristics 

and the constraints on information. The crucial question is whether the 

costs of preparing consolidated financial statements outweigh relevance 

and faithful representation. 

Fair presentation con-

sideration: 

Not presenting consolidated financial statements will not lead to a fair 

presentation of an entity’s financial statements at first time adoption as 

conceptually, a reporting entity that comprises two or more separate enti-

ties that present GPFRs needs to present its financial statements as if 

they were a single entity. 

Proposal for ED: A transitional provision that allows an entity to not present consolidated 

financial statements according to IPSAS 6 at first-time adoption of accru-

al basis IPSASs would contradict the concept of a reporting entity and 

would not lead to fair presentation. Therefore, staff does not propose any 

transitional provision relating to the presentation of consolidated financial 

statements at first-time adoption of accrual basis IPSASs. 
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Accounting issue: Requirement to fully eliminate balances, transactions, revenues, 

and expenses between entities within the economic entity according 

to IPSAS 6.45 and IPSAS 8.35 where the proportionate consolidation 

of IPSAS 8 is adopted 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 6.65: Entities are not required to comply 

with the requirement in paragraph 45 concerning 

the elimination of balances and transactions be-

tween entities within the economic entity for re-

porting periods beginning on a date within three 

years following the date of first adoption of ac-

crual accounting in accordance with IPSASs. 

IPSAS 6.67: Where entities apply the transitional 

provision in paragraph 65, they shall disclose the 

fact that not all balances and transactions occur-

ring between entities within the economic entity 

have been eliminated. 

IPSAS 8.65: Where the proportionate consolida-

tion treatment set out in this Standard is adopted, 

venturers are not required to eliminate balances 

and transactions between themselves, their con-

trolled entities, and entities that they jointly con-

trol for reporting periods beginning on a date 

within three years following the date of first adop-

tion of accrual accounting in accordance with 

IPSASs. 

IPSAS 8.67: Where entities apply the transitional 

provision in paragraph 65, they shall disclose the 

fact that not all inter-entity balances and transac-

tions have been eliminated. 

No such transitional provisions in IFRS 1. 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

Aspect of the minimum 

information: 

Recognition of elements in an entity’s first IPSAS financial statements. 
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Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, information 

in General Purpose Fi-

nancial Reports: 

The full elimination of balances, transactions, revenues, and expenses 

between entities within the economic entity is relevant as it is capable of 

making a difference in achieving the objectives of financial reporting. If 

balances, transactions, revenues, and expenses between entities within 

the economic entity are not fully eliminated the consolidated financial 

statement would not faithfully represent the economic and other phe-

nomena that it purports to depict. The concept of the reporting entity im-

plies that the entity only reflects those transactions with parties outside 

the economic entity. The full elimination of balances, transactions, reve-

nues, and expenses between entities within the economic entity is likely 

to be material as its omission or misstatement could influence the dis-

charge of accountability by the entity, or the decisions that users make on 

that basis. The costs of fully eliminating balances, transactions, reve-

nues, and expenses could be considerably high, depending on the num-

ber of controlled entities and the number of transactions between the en-

tities. 

Staff has identified a trade-off between the qualitative characteristics 

and the constraints on information. The crucial question is whether the 

costs of fully eliminating balances, transactions, revenues, and expenses 

between entities within the economic entity outweigh relevance and faith-

ful representation. 

Fair presentation con-

sideration: 

Not fully eliminating balances, transactions, revenues, and expenses be-

tween entities within the economic entity will not lead to a fair presenta-

tion of an entity’s financial statements at first time adoption as certain 

items of revenues, expenses, assets and liabilities might be overstated. 

Proposal for ED: In case that an entity does not fully eliminate balances, transactions, rev-

enues, and expenses between entities within the economic entity, the 

consolidated financial statement do not faithfully represent the econom-

ic and other phenomena that it purports to depict. In staff’s view the costs 

of fully eliminating balances and transactions between entities within the 

economic entity do not outweigh the qualitative characteristics of rele-

vance and faithful representation as well as the constraint of materiality. 

In summary, staff does not propose any transitional provisions related to 

IPSAS 6 and 8. 

For entities which already have made use of IPSAS 6.65 or IPSAS 8.65 

an appropriate transitional arrangement should be given, i.e. that they 

would be allowed to continue to apply the transitional provisions until they 

expire.  
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Accounting issue: Determination of the initial cost of  

(i)  a controlled entity in the separate opening IPSAS statement of 

financial position (cf. IPSAS 6.58); 

(ii)  an investment in an associate in the separate opening IPSAS 

statement of financial position (cf. IPSAS 7.41) 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

No transitional provisions. IFRS 1.D15: If a first-time adopter measures such 

an investment at cost in accordance with IAS 27, it 

shall measure that investment at one of the follow-

ing amounts in its separate opening IFRS state-

ment of financial position: 

(a)  cost determined in accordance with IAS 27; or 

(b)  deemed cost. The deemed cost of such an 

investment shall be its: 

(i)  fair value at the entity’s date of transition 

to IFRSs in its separate financial state-

ments; or 

(ii)  previous GAAP carrying amount at that 

date.  

A first-time adopter may choose either (i) or (ii) 

above to measure its investment in each sub-

sidiary, jointly controlled entity or associate 

that it elects to measure using a deemed cost. 

Aspect of minimum 

information: 

Appropriate measurement of elements. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, information 

in General Purpose Fi-

nancial Reports: 

Staff proposes to use the relief as provided by IFRS 1.D15 in the ED. 

Each of the proposed alternative measurement bases to cost, i.e. fair 

value and previous GAAP carrying amount will likely result in relevant 

information and will likely achieve faithful representation. Allowing enti-

ties to use the deemed cost approach, might result in cost savings nec-

essary for determination of cost in accordance with IPSAS 6. Fair value 

at the entity’s date of transition to IPSASs or the previous GAAP carrying 

amount at that date (i.e. using deemed cost) could be appropriate alter-

natives where cost information is not available. Having the possibility to 

use the deemed cost approach entities can exercise their own discretion 

about applying fair value or the previous GAAP carrying amount on initial 
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adoption. 

Costs, fair value as well as previous carrying amount all fulfill the qualita-

tive characteristic of understandability. The verifiability of a cost-based 

measurement basis or using the previous carrying amount is likely higher 

than a fair value measurement basis (assuming that appropriate support-

ing information exists). The costs for preparers will depend on the avail-

ability of information. Using cost determined in accordance with IPSAS 7 

as a measurement basis implies that an entity needs to screen its historic 

records with respect to the controlled entity or the associate (e.g. to iden-

tify former distributions or changes in the interest of the controlled entity 

or the associate). Therefore, a cost-based measurement basis might im-

ply considerable cost to retrieve such information. Assuming that the pre-

vious carrying amount is appropriate, from a preparer’s point of view, us-

ing that measurement basis might be the least expensive way of measur-

ing controlled entities or associates in its separate financial statements. 

From a user’s perspective, the benefits of using a cost-based or a previ-

ous GAAP measurement basis might be lower. 

Fair presentation con-

sideration: 

Using fair value as deemed cost as well as measuring controlled entities 

at cost determined in accordance with IAS 27 lead to fair presentation. 

Using the previous carrying amount will only lead to fair presentation 

when the resulting value is consistent with the requirements of the 

IPSASs. 

Proposal for ED: Staff proposes to use the relief as provided by IFRS 1.D15 in the ED and 

adapt for IPSASs. 
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Accounting issue: Measurement of jointly controlled assets and liabilities at first-time 

adoption (cf. IPSAS 8.22 et seq.) 

Background: IPSAS 8 does not provide guidance on how to measure 

jointly controlled assets and liabilities. The accounting issue relates more 

to a clarification which is needed at first-time adoption than to specific 

relief. 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

No transitional provisions. No guidance in IFRS 1 but IFRS 11 clarifies in 

par. 21 that “A joint operator shall account for the 

assets, liabilities, revenues and expenses relat-

ing to its interest in a joint operation in accord-

ance with the IFRSs applicable to the particular 

assets, liabilities, revenues and expenses.” 

Aspect of the minimum 

information: 

Appropriate measurement of elements. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, information 

in General Purpose Fi-

nancial Reports: 

Staff is of the view that here an in-depth evaluation of the issue is not 

necessary as the proposal relates more to a clarification than to a transi-

tional provision. 

Fair presentation con-

sideration: 

A clarification on how to measure jointly controlled assets and liabilities at 

first-time adoption would contribute to the fair presentation of an entity’s 

first IPSAS financial statements. 

Proposal for ED: Clarify that a joint operator is allowed to make use of the transitional pro-

visions of the IPSAS on first-time adoption of accrual basis IPSASs also 

for jointly controlled assets and liabilities. 
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5. Assessment of Transitional Provisions Related to IPSAS 11, Construction Contracts 

 

Accounting issue: Retrospective recognition of contract costs that relate to future ac-

tivity on the contract (provided it is probable that they will be recov-

ered) (cf. IPSAS 11.35) 

Background: Where a contractor has incurred contract costs (see 

IPSAS 11.23 for a definition) that relate to activity on the contract shall be 

recognized as an asset, provided it is probable that they will be recov-

ered. 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

No transitional provisions, which implies retro-

spective application according to IPSAS 3. 

No transitional provisions, which implies retro-

spective application according to IAS 8. 

Aspect of the minimum 

information: 

Appropriate recognition of elements. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

The recognition of contract costs that relate to future activity on the con-

tract could be a matter of relevance, as it is capable of making a differ-

ence in achieving the objectives of financial reporting. Entities specializ-

ing in construction might have several construction contracts. In these 

cases, not recognizing contract costs that relate to future activity on the 

contract in the opening IPSAS statement of financial position might not 

fulfill the objective of accountability and decision-making. Not accounting 

for such contract costs retrospectively affects the faithful representation 

of an entity’s financial position. Financial statements not showing this as-

set do not give a complete picture of the financial position of an entity. 

These assets will likely be a material item in the statement of financial 

position only for entities that undertake construction activities. On the one 

hand, one can assume that the cost of retrospectively accounting for 

such contract costs might be high. But on the other hand, an entity will 

keep track of these cost as it is either going to charge directly or to re-

cover the costs from another party. In addition, there will also be benefits 

for the users of such financial statements (e.g. for a superordinate entity). 

In staff’s view the QC of faithful representation outweighs all other qual-

itative characteristics/constraints. In addition, staff assumes that entities 
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acting as a contractor (and thus being in the scope of IPSAS 11) are able 

to retrieve such information from their records and to determine contract 

costs according to IPSAS 11.23 retrospectively, as entities have kept 

track of these costs in the past. 

Fair presentation con-

sideration: 

Not recognizing contract costs that relate to future activity on the contract 

in an entity’s first IPSAS financial statements affects fair presentation of 

an entity’s financial position/financial performance. 

Proposal for ED: Do not provide transitional provisions on such contract cost, i.e. require 

retrospective application as it is assumed that entities will have kept track 

of these costs. 
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6. Assessment of Transitional Provisions Related to IPSAS 12, Inventories 

 

Accounting issue: Initial measurement of inventories (cf. IPSAS 12.15 et seq.) 

See the outline of issue-section below to get a better understanding of 

the issue. 

Outline of issue: Background: As there are no transitional provisions for IPSAS 12, cur-

rently, IPSAS 12.15-17 are likely the basis for measuring inventories at 

first-time adoption of accrual basis IPSASs. Inventories shall be meas-

ured at the lower of cost and net realizable value at first-time adoption of 

accrual basis IPSASs (cf. IPSAS 12.15). Entities might have difficulties in 

determining cost of inventories at the date of transition to IPSASs. For 

example, cost might not be available for land acquired some time ago but 

held for sale or distribution in the ordinary course of business. Also de-

termination of net realizable value, which is an exit value, might cause 

problems for preparers in a public sector context (e.g. for special medi-

cine held for emergency purposes). 

According to IPSAS 12.16, cost of inventories acquired through a non-

exchange transaction shall be measured at their fair value as at the 

date of acquisition. Staff assumes that for subsequent measurement, 

inventories acquired through a non-exchange transaction are measured 

at the lower of cost and net realizable value. According to IPSAS 12.17, 

inventories held for (a) distribution at no charge or for a nominal charge, 

or (b) consumption in the production process of goods to be distributed at 

no charge or for a nominal charge, shall be measured at the lower of cost 

and current replacement cost. Current replacement cost is defined in 

IPSAS 12.9 as an entry value. 

Because of retrospective application of IPSAS 12 an entity needs to differ 

between inventories as distinguished by paras 15, 16 and 17 at first-time 

adoption and measure the inventories accordingly. 

Currently, measurement of inventories at fair value at the date of transi-

tion to IPSASs, which could either be an entry or an exit value, as 

deemed cost is not possible. 

Based on the assumption that the IPSASB agrees to allow for a deemed 

cost approach for investment property and property, plant and equipment, 

staff proposes to also allow for a deemed cost approach for all invento-

ries and using fair value as measurement basis. 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 
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Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

No transitional provisions, which implies retro-

spective application of IPSAS 12 according to 

IPSAS 3. 

No transitional provisions, which implies retro-

spective application according to IAS 8. 

Aspect of the minimum 

information: 

Appropriate recognition of elements. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

Staff proposes to allow for a deemed cost approach in analogy to IFRS 1 

at first-time adoption of accrual basis IPSASs.  

An accurate measurement of inventories is relevant as it is capable of 

making a difference in achieving the objectives of financial reporting. An 

accurate measurement contributes to provide information useful for ac-

countability purposes, to the ability of an entity to fulfill its service delivery 

objectives, etc. In addition, it has confirmatory value as well as predictive 

value (e.g. for the determination of future depreciation)).  

Using fair value at first-time adoption to value inventories will likely result 

in relevant information and will likely achieve faithful representation. 

Allowing entities to use the deemed cost approach, might result in cost 

savings necessary for retrospectively applying IPSAS 12 (e.g. for entities 

previously applying the cash basis of accounting). Using fair value at the 

entity’s date of transition to IPSASs as its deemed cost could be an ap-

propriate alternative where cost information is not available. Having the 

possibility to use the deemed cost approach entities can exercise their 

own discretion about applying fair value on initial adoption. 

Fair value fulfils the qualitative characteristic of understandability. Staff 

is not sure whether a fair value measurement of inventories implies less 

(or more) cost for preparers than a measurement based on the lower of 

cost and net realizable value. The possibility of a first-time adopter to use 

a previous GAAP revaluation of an item of inventory at, or before, the 

date of transition to IPSASs as deemed cost at the date of the revaluation 

(under certain conditions) contributes to save costs for preparers at first-

time adoption. 

Retrospective measurement of inventories acquired through a non-

exchange transaction and inventories held for (a) distribution at no 

charge or for a nominal charge, or (b) consumption in the production pro-

cess of goods to be distributed at no charge or for a nominal charge 

might imply considerable cost for preparers. An option to apply a deemed 

cost approach in analogy to IFRS 1 also for those inventories might lead 

to lower costs for preparers. A deemed cost approach for all three types 

of inventories will harmonize accounting for inventories at the date of 

transition to IPSASs. 
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Fair presentation con-

sideration: 

In staff’s view, using fair value as deemed cost as measurement basis 

will allow for fair presentation of inventories in an entity’s first IPSAS 

financial statements. 

Proposal for ED: Allow for deemed cost approach based on fair value (see IPSAS 16 and 

17) for all three types of inventories in the ED on first-time adoption. 
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7. Assessment of Transitional Provisions Related to IPSAS 13, Leases 

 

Accounting issue: Retrospective application of IPSAS 13 

Please note that:  

(a) A lease agreement needs to be classified according to IPSAS 13.12 

et seq. In order to be able to account for leases according to IPSAS 

13 at first-time adoption of accrual basis IPSASs an entity might 

need to reclassify existing lease agreements; 

(b) According to IPSAS 1.28, a lessee shall recognize assets acquired 

under finance leases as assets, and the associated lease obligations 

as liabilities in its statement of financial position at the commence-

ment of the lease term. The assets and liabilities shall be recognized 

at amounts equal to the fair value of the leased property or, if lower, 

the present value of the minimum lease payments, each determined 

at the inception of the lease. Subsequent measurement of finance 

leases is based on IPSAS 13.34 et seq. 

The issue with accounting for leases at first-time adoption of accrual basis 

IPSASs is how to treat existing lease agreements at the date of transition to 

IPSASs. Lease agreements made after that point in time shall be accounted 

for according to IPSAS 13. 

Minimum information 

affected: 

Opening statement of financial position, statement of financial position, 

statement of financial performance, statement of changes in net as-

sets/equity, comparison of budget and actual information (when the entity 

makes publicly available its approved budget), notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 13.81: Subject to paragraph 83, retro-

spective application of this Standard by entities 

that have already adopted the accrual basis of 

accounting and that intend to comply with 

IPSASs as they are issued is encouraged but not 

required.  

No transitional provisions. 

Aspect of the minimum 

information: 

Appropriate recognition, measurement and presentation of elements in an 

entity’s first IPSAS financial statements. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, information: 

Depending on the entity (e.g. depending on the number of lease agreements 

an entity has at first-time adoption), retrospective application of IPSAS 13 

can be a matter of relevance as it is capable of making a difference in 

achieving the objectives of financial reporting. Not applying IPSAS 13 retro-

spectively at first-time adoption might not result in a faithful representation 

of the financial position/performance of an entity, as for example, existing 
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lease agreements might not have been reclassified according to IPSAS 13. 

The cost of retrospective application of IPSAS 13 at first-time adoption of 

accrual basis is likely to be high, e.g. because of the requirement to reclassi-

fy existing lease agreements. From a lessee’s as well as a lessor’s point of 

view, all contracts where a right to use an asset for an agreed period of time 

need to be assessed whether they should be classified as an operating lease 

or a finance lease according to IPSAS 13. 

Staff has identified a trade-off between the qualitative characteristics and 

the constraints on information. Staff is of the view that many entities are 

likely affected by a retrospective application of IPSAS 13 (especially entities 

with a high number of lease agreements). Cost will outweigh the qualitative 

characteristics and therefore relief should be provided. 

Fair presentation con-

sideration: 

Not applying IPSAS 13 retrospectively, will not lead to fair presentation of an 

entity’s financial position/performance at first-time adoption. As existing lease 

agreements will not get reclassified according to IPSAS 13, fair presentation 

of an entity’s first financial statements according to IPSASs will not be 

achieved. 

Proposal for ED: As not applying IPSAS 13 retrospectively will not lead to fair presentation 

staff is of the view that a preclusion of retrospective application (as IPSAS 

13.81 does) is not appropriate. 

As a consequence, an alternative approach could be to require entities to 

account for leases according to IPSASs but using the outstanding lease 

payments at the date of transition to IPSASs for the measurement of assets 

acquired under finance leases and of the associated lease obligations. As a 

result, entities would be required to classify their lease agreements accord-

ing to IPSAS 13.12 et seq. at the date of transition to IPSASs. Also assump-

tions need to be made about the finance lease at the date of transition to 

IPSAS, e.g. as if the date of transition is the date of inception of the finance 

lease. 

Staff asks the IPSASB to discuss also the alternative approach. 
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Accounting issue: Restatement of finance leases by a lessee 

Minimum information 

affected: 

Opening statement of financial position, statement of financial position, 

statement of financial performance, statement of changes in net as-

sets/equity, (possibly) a comparison of budget and actual information and 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 13.81: If the Standard is not applied retro-

spectively, the balance of any pre-existing fi-

nance lease is deemed to have been properly 

determined by the lessor, and shall be accounted 

for thereafter in accordance with the provisions of 

this Standard. 

No transitional provisions. 

Aspect of the minimum 

information: 

Appropriate measurement of an element. 

Evaluation based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

Depending on the entity (e.g. depending on the number of finance lease 

agreements an entity has at first-time adoption), restatement of finance 

leases can be a matter of relevance as it is capable of making a differ-

ence in achieving the objectives of financial reporting. Not restating fi-

nance leases based on the principle of retrospective application might not 

result in a faithful representation of the financial position/performance in 

an entity’s first IPSAS financial statements. As assets acquired under 

finance leases and associated liabilities will be valued at their previous 

GAAP carrying amount in the opening IPSAS statement of financial posi-

tion, this will result in a not faithful representation of an entity’s opening 

statement of financial position according to IPSASs. As subsequent 

measurement will be based on that value, users might not understand 

this measurement approach, as they might expect retrospective applica-

tion of IPSAS 13. Also verifiability might be low, as, for example, assets 

acquired under finance leases and the associated lease liabilities of exist-

ing lease agreements have a different initial measurement value than 

assets and the associated lease liabilities of finance lease agreements 

made after the date of transition to IPSASs. The cost for the provision of 

restated information for existing finance lease agreements is likely to be 

high at first-time adoption. For example, if an entity has lots of existing 

finance lease arrangements at the date of transition to IPSASs it needs to 

restate all of them retrospectively according to IPSASs. Many entities 

might not be able to retrieve that information retrospectively. 

Staff has identified a trade-off between the qualitative characteristics 

and the constraints on information. Staff is of the view that the high 

costs for restating finance leases retrospectively outweigh relevance, 

faithful representation, understandability and verifiability and therefore 

appropriate relief should be provided. 
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Fair presentation con-

sideration: 

Allowing an entity to not restate finance leases retrospectively will not 

lead to fair presentation of an entity’s financial position/performance at 

first-time adoption. The initial measurement value of existing finance 

lease agreements does not correspond to IPSAS 13.28. As a conse-

quence, also subsequent measurement of existing finance lease agree-

ments is not in accordance with IPSASs. 

Proposal for ED: Based on the fact that fair presentation is not going to be achieved at 

first-time adoption, staff is of the view that measurement of finance leases 

at the date of transition of IPSASs based on IPSAS 13.81 is not appropri-

ate. 

As a consequence, an alternative approach could be to require entities 

to account for leases according to IPSASs but using the outstanding 

lease payments at the date of transition to IPSASs for the measurement 

of assets acquired under finance leases and of the associated lease obli-

gations (see the issue before). 
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8. Assessment of Transitional Provisions Related to IPSAS 16, Investment Property 

 

Accounting issue: Initial measurement of investment property 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 16.91: An entity that adopts accrual ac-

counting for the first time in accordance with 

IPSASs shall initially recognize investment prop-

erty at cost or fair value. For investment proper-

ties that were acquired at no cost, or for a nomi-

nal cost, cost is the investment property’s fair 

value as at the date of acquisition.  

Please note that IPSAS 16.91 corresponds to 

IPSAS 17.96. 

IFRS 1.D5-D7: An entity may elect to measure 

an item of investment property at the date of 

transition to IFRSs at its fair value and use that 

fair value as its deemed cost at that date (if the 

entity elects to use the cost model in IAS 40, In-

vestment Property (see IFRS 1.D7)). 

IFRS 1.D6: A first-time adopter may elect to use 

a previous GAAP revaluation of an item of in-

vestment property at, or before, the date of tran-

sition to IFRSs as deemed cost at the date of the 

revaluation, if the revaluation was, at the date of 

the revaluation, broadly comparable to: 

(a)  fair value; or 

(b)  cost or depreciated cost in accordance with 

IFRSs, adjusted to reflect, for example, 

changes in a general or specific price index. 

Aspect of the minimum 

information: 

Measurement of elements 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

Staff proposes to allow for a deemed cost approach in analogy to IFRS 1 

at first-time adoption of accrual basis IPSASs if the entity elects to use 

the cost model in IPSAS 16.  

An accurate measurement of investment property is relevant as it is ca-

pable of making a difference in achieving the objectives of financial re-

porting. An accurate measurement contributes to provide information 

useful for accountability purposes, to the ability of an entity to fulfill its 

service delivery objectives, etc. In addition, it has confirmatory value as 

well as predictive value (e.g. for the determination of future deprecia-

tion)).  

Using fair value at first-time adoption to value investment property will 

likely result in relevant information and will likely achieve faithful repre-

sentation. Allowing entities to use the deemed cost approach, might re-

sult in cost savings necessary for retrospectively applying IPSAS 16 (e.g. 
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for entities previously applying the cash basis of accounting). Using fair 

value at the entity’s date of transition to IPSASs as its deemed cost could 

be an appropriate alternative where cost information is not available. 

Having the possibility to use the deemed cost approach entities can exer-

cise their own discretion about applying fair value on initial adoption. 

Fair value fulfils the qualitative characteristic of understandability. In 

case that an entity has applied the accrual basis of accounting and used 

a cost-based measurement approach, the cost for preparers of fair value 

measurement tend to be higher than measurement based on cost. The 

possibility of a first-time adopter to use a previous GAAP revaluation of 

an item of investment property at, or before, the date of transition to 

IPSASs as deemed cost at the date of the revaluation under certain con-

ditions contributes to save costs for preparers. 

Staff proposes to measure investment property acquired at no cost, or for 

a nominal cost at fair value as at the date of transition to IPSASs. Meas-

uring investment property at no cost, or for a nominal cost at fair value as 

at the date of acquisition might be less relevant and more costly than 

measuring it at fair value as at the date of transition to IPSASs. This 

measurement approach might also not faithfully represent an entity’s fi-

nancial position at the first-time adoption of accrual basis IPSAS. 

Fair presentation con-

sideration: 

The deemed cost approach allows for fair presentation of investment 

property in an entity’s first IPSAS financial statements. 

Proposal for ED: 1. Allow for deemed cost approach based on fair value for investment 

property as provided by IFRS 1.D5-D7 (see IPSAS 17) also in the 

ED on first-time adoption if the entity elects to use the cost model in 

IPSAS 16. 

2. Investment property acquired at no cost, or for a nominal cost should 

be measured at fair value as at the date of transition to IPSASs at 

first-time adoption of accrual basis IPSASs. 
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9. Assessment of Transitional Provisions Related to IPSAS 17, Property, Plant and Equip-

ment 

 

Accounting issue: Recognition of property, plant and equipment at first-time adoption 

of IPSASs 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 17.95: Entities are not required to recog-

nize property, plant, and equipment for reporting 

periods beginning on a date within five years fol-

lowing the date of first adoption of accrual ac-

counting in accordance with IPSASs. 

No transitional provisions. 

Aspect of the minimum 

information: 

Appropriate recognition of elements. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

The recognition of property, plant and equipment at first-time adoption of 

IPSASs is clearly a matter of relevance, as it is capable of making a dif-

ference in achieving the objectives of financial reporting. With a grace 

period of 5 years to recognize property, plant, and equipment the qualita-

tive characteristic of faithful representation is not fulfilled. Financial 

statements not showing all property, plant, and equipment does not give 

a complete picture of the financial position of an entity. Also the qualita-

tive characteristic of comparability is not going to be achieved, as users 

will not be able to compare the financial statements where property, plant 

and equipment has not be recognized and where it has been recognized. 

In addition, property, plant and equipment are likely to be a material item 

in the statement of financial position. Because of likely high amounts of 

items of property, plant and equipment by an entity the cost of providing 

that information is likely to be high, but also the benefits of these infor-

mation seem to be high for preparers and users. 

In staff’s view the QC of faithful representation outweighs all other qual-

itative characteristics/constraints. Therefore, staff concludes that there 

should be no transitional provision. 
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Fair presentation con-

sideration: 

Not recognizing property, plant and equipment in an entity’s first IPSAS 

financial statements affects fair presentation of an entity’s financial posi-

tion. Where an item of property, plant and equipment fulfills the definition 

of an asset according to IPSASs and meets the recognition criteria, it 

shall be recognized in an entity’s first IPSAS financial statements. 

Proposal for ED: 1. Not allow for such an exemption based on time. 

2. For entities which have already made use of IPSAS 17.95 an appro-

priate transitional arrangement should be developed (similar to that 

envisaged for IPSAS 6 and the elimination of inter-entity transac-

tions and balances).  
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Accounting issue: Initial measurement of property, plant and equipment 

Minimum information 

affected: 

Opening statement of financial position, statement of financial perfor-

mance, statement of financial position, statement of changes in net as-

sets/equity, cash flow statement, comparison of budget and actual infor-

mation (when the entity makes publicly available its approved budget), 

notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

IPSAS 17.96: An entity that adopts accrual ac-

counting for the first time in accordance with 

IPSASs shall initially recognize property, plant, 

and equipment at cost or fair value. For items of 

property, plant, and equipment that were ac-

quired at no cost, or for a nominal cost, cost is 

the item’s fair value as at the date of acquisition. 

Please note that IPSAS 17.96 corresponds to 

IPSAS 16.91. 

IFRS 1.D5-D7: An entity may elect to measure 

an item of property, plant and equipment at the 

date of transition to IFRSs at its fair value and 

use that fair value as its deemed cost at that date 

(if the entity elects to use the cost model in IAS 

40, Investment Property (see IFRS 1.D7)). 

IFRS 1.D6: A first-time adopter may elect to use 

a previous GAAP revaluation of an item of prop-

erty, plant and equipment at, or before, the date 

of transition to IFRSs as deemed cost at the date 

of the revaluation, if the revaluation was, at the 

date of the revaluation, broadly comparable to: 

(a)  fair value; or 

(b)  cost or depreciated cost in accordance with 

IFRSs, adjusted to reflect, for example, 

changes in a general or specific price index. 

Aspect of the minimum 

information: 

Appropriate measurement of an element. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

Staff proposes to allow for a deemed cost approach in analogy to IFRS 1 

at first-time adoption of accrual basis IPSASs. An accurate measurement 

of property, plant and equipment is relevant as it is capable of making a 

difference in achieving the objectives of financial reporting. An accurate 

measurement contributes to provide information useful for accountability 

purposes, to the ability of an entity to fulfill its service delivery objectives, 

etc. In addition, it has confirmatory value as well as predictive value (e.g. 

for the determination of future depreciation)).  

Using fair value at first-time adoption to value property, plant and equip-

ment will likely result in relevant information and will likely achieve faith-

ful representation. Allowing entities to use the deemed cost approach, 

might result in cost savings necessary for retrospectively applying IPSAS 

17 (e.g. for entities previously applying the cash basis of accounting). 
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Using fair value at the entity’s date of transition to IPSASs as its deemed 

cost could be an appropriate alternative where cost information is not 

available. Having the possibility to use the deemed cost approach entities 

can exercise their own discretion about applying fair value on initial adop-

tion. 

Fair value fulfils the qualitative characteristic of understandability. In 

case that an entity has applied the accrual basis of accounting and used 

a cost-based measurement approach, the cost for preparers of fair value 

measurement tend to be higher than measurement based on cost. The 

possibility of a first-time adopter to use a previous GAAP revaluation of 

an item of property, plant and equipment at, or before, the date of transi-

tion to IPSASs as deemed cost at the date of the revaluation (under cer-

tain conditions) contributes to save costs for preparers at first-time adop-

tion. 

Measuring property, plant and equipment acquired at no cost, or for a 

nominal cost at fair value as at the date of acquisition might be less rele-

vant and more costly than measuring it at fair value as at the date of tran-

sition to IPSASs. This measurement approach might also not faithfully 

represent an entity’s financial position at the first-time adoption of accrual 

basis IPSAS. 

Fair presentation con-

sideration: 

The deemed cost approach allows for fair presentation of property, plant 

and equipment at first-time adoption of accrual basis IPSASs. 

Proposal for ED: 1. Allow for deemed cost approach as provided by IFRS 1.D5-D7 also 

under IPSAS at first-time adoption. 

2. Clarify that items of property, plant, and equipment that were ac-

quired at no cost, or for a nominal cost, should be measured at fair 

value as at the date of transition to IPSASs at first-time adoption of 

accrual basis IPSASs. 
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10. Assessment of Transitional Provisions Related to IPSAS 18, Segment Reporting 

 

Accounting issue: Requirement to report financial information by segments 

Minimum information 

affected: 

Notes disclosures 

Transitional Provisions in IPSAS: Transitional Provisions in IFRS 1: 

No transitional provisions in IPSAS 18. When an 

entity publishes a complete set of financial 

statements that comply with IPSASs it has to ap-

ply IPSAS 18 (IPSAS 18.4). 

No transitional provisions in IFRS 1. 

Aspect of the minimum 

information: 

Appropriate disclosures in the notes. 

Assessment based on 

the qualitative charac-

teristics of, and con-

straints on, infor-

mation: 

Staff proposes to provide relief for reporting segment information at first-

time adoption. 

Segment information is relevant as it provides additional information 

about the elements already recognized in the statement of financial per-

formance and in the statement of financial position and provided in the 

notes. Segment information is useful for decision-making as it presents 

additional information about the elements even over and above the other 

notes disclosure from a management perspective. The objective of ac-

countability is not achieved directly as segment information largely builds 

on information already provided in financial statements and accompany-

ing notes. On the other hand, segment information provides context for 

and additional information about the elements in the primary financial 

statements and is therefore necessary for accountability. Segment infor-

mation is likely to be material as its omission could influence the dis-

charge of accountability by an entity or the decisions that users make on 

its basis. The costs of providing such information are likely to be high. 

The requirements on financial reporting and on the underlying IT-/ERP-

systems are very high, especially on a consolidated level. 

The crucial question is whether the costs of reporting financial infor-

mation by segments outweigh relevance and materiality. In this case, a 

trade-off between the qualitative characteristics and the constraints on 

information has been identified. 

Fair presentation con-

sideration: 

Despite the fact that the presentation of segment information might be 

useful, having a period of time where an entity is not required to present 

segment information may not affect the fair presentation of financial 

statements. 
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Proposal for ED: Staff is of the view that in the initial phase of adopting accrual basis 

IPSASs, the costs of reporting financial information by segments out-

weigh relevance and materiality. Whereas segment reporting provides 

additional information useful for decision-making, it only partly contributes 

to fulfill the primary objective of accountability as it builds on existing in-

formation in financial statements. In addition, staff is of the view that hav-

ing a period of time where an entity is not required to present segment 

information may not affect fair presentation of financial statements. 

Therefore, staff proposes a transitional provision for reporting segment 

information based on time (e.g. reporting segment information on a date 

within three years following the date of first adoption of accrual basis 

IPSASs). 
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