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Introduction 

The PSC’s current activities are focussed on the 
development of International Public Sector Accounting 
Standards (IPSASs) for financial reporting by governments 
and other public sector entities.  The outcome of the PSC’s 
deliberations at its last meeting in September 2001 is 
outlined below.   

The Attachment to this Update summarizes the IPSASs 
issued to date and the exposure drafts currently on issue. 

PSC Meeting, 2 – 4 September 2001 

IPSASs Approved for issue in fourth quarter 2001 

The following four IPSASs were approved for issue in the 
fourth quarter of 2001.  These IPSASs are to be applied for 
annual periods beginning 1 January 2003: 
• IPSAS 13 Leases (See also PSC Update No. 2); 
• IPSAS 14 Events After the Reporting Date; 
• IPSAS 15 Financial Instruments: Disclosure and 

Presentation; and 
• IPSAS 16 Investment Property  

The requirements of IPSAS 17 Property, Plant and 
Equipment were also agreed.  The proposed IPSAS will now 
be updated to reflect decisions made at this meeting and 
forwarded to members for a formal vote out of session.  

These IPSASs were finalized after consideration of the 
comments received on Exposure Drafts (EDs) of each 
proposed IPSAS.  The responses were strongly supportive 
of the issuance of IPSASs based on the EDs.  However, 
some refinements have been made as a consequence of the 
comments received.  The major features of these IPSASs are 
outlined below.   

IPSAS 14 Events After the Reporting Date 

The IPSAS is based on IAS 10, Events After the Balance 
Sheet Date (revised 1999) but has been amended where 
necessary to reflect the public sector operating environment.  
The Standard establishes criteria for deciding whether the 
financial statements should be adjusted for an event 
occurring after the reporting date.  It distinguishes between 
adjustable events (those that provide evidence of conditions 
that existed at the reporting date) and non-adjustable events 
(those that are indicative of conditions that arose after the 
reporting date). 

IPSAS 15 Financial Instruments: Disclosure and 
Presentation 

The IPSAS is based on IAS 32, Financial Instruments: 
Disclosure and Presentation (Revised 1998).  The Standard 
includes requirements for disclosures about both on-balance 
sheet and off-balance sheet (statement of financial position) 
instruments, and the classification of financial instruments 
as financial assets, liabilities or equity.  Some respondents 
noted that the IPSAS would have only limited application 
for public sector entities which did not hold financial assets, 
liabilities or equity.  The PSC has included as an appendix 
to the IPSAS a guide to assist entities in identifying the 
requirements of the Standard that will apply to them. 

IPSAS 16 Investment Property 

IPSAS 16 Investment Property is based on IAS 40, 
Investment Property (issued 2000) and provides guidance on 
identifying investment properties in the public sector.  The 
Standard: 
• requires that investment property initially be recognised 

at cost and explains that where an asset is acquired at 
no or nominal cost, its cost is its fair value as at the date 
it is first recognized in the financial statements;  

• requires that subsequent to initial recognition 
investment property be measured consistent with either 
the fair value model or the cost model; and  

• includes transitional provisions for the initial adoption 
of the IPSAS. 

Proposed IPSAS 17 Property, Plant and Equipment 

The IPSAS is to be forwarded for final vote by PSC 
members in early October 2001.  It is based on IAS 16, 
Property, Plant and Equipment (revised 1998), but includes 
variations to deal with public sector specific circumstances.  
It includes requirements that property, plant and equipment 
(PPE) be: 
• recognized and measured initially at cost and explains 

that where assets are acquired at no or nominal cost, its 
cost is the fair value of the asset as at the date the asset 
is first recognized in the financial statements; and 

• subsequently measured at cost (the benchmark 
treatment) or revalued to fair value (the allowed 
alternative treatment) less any accumulated 
depreciation or impairment losses in both cases.   

The IPSAS does not require, or prohibit, the recognition or 
measurement of heritage assets and provides a 5 year 
transitional period in respect of the recognition and 
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measurement of other items of PPE.  The PSC intends to 
action a separate project on the recognition and 
measurement of heritage assets.   

Work in Progress 

ED 9 Financial Reporting under the Cash Basis of 
Accounting 

The ED was issued in May 2000 for comment by 30 
November 2000.  At this meeting the PSC completed its 
consideration of the 41 responses received on the specific 
matters for comment identified in ED 9.  In this process, the 
PSC expressed the initial view that: 
• cash should be defined to include all amounts that pass 

through an entity’s bank accounts, and that the netting-
off of transfer payments should be allowed; and 

• third party settlements, such as might occur when an aid 
agency acquires services or resources on behalf of a 
government or government agency, should be disclosed 
on the face of the statement of cash flows, following the 
balance of cash controlled by the entity. 

The PSC in conjunction with the World Bank is undertaking 
additional consultation with approximately 30 developing 
and transitional economies on the appropriateness of the 
requirements of ED 9 and any practical difficulties in its 
implementation.  An IPSAS will not be finalised until 
responses from the additional consultation are received.  
The period of extended consultation will be completed by 
late October 2001 and, depending on the outcome of the 
consultation, a Standard will be finalized in early 2002. 

ED 17 Segment Reporting 

The PSC commenced its review of the 30 responses to 
ED 17.  There was strong support for a requirement for 
segment reporting by governments and their agencies, but 
concern that ED 17 was too permissive in respect of the 
identification and reporting of segments.  The PSC agreed 
that the draft IPSAS to be considered at the next meeting 
should define a segment in terms of a distinguishable 
activity or group of activities for which it is appropriate to 
separately report financial information for performance 
evaluation and decision making purposes, and that all 
entities should be required to disclose segment information.   

The PSC also agreed that the draft IPSAS to be considered 
at the next meeting should clarify that assets, liabilities, 
revenues and expenses are to be reported by segment only 
when they are directly attributable to the segment or can 
allocated to the segment on a reasonable basis. 

The PSC’s consideration of responses to the ED will 
continue at its November 2001 meeting. 

Transitional Guidance 

The PSC reviewed in detail a draft Study being prepared to 
provide assistance to entities transitioning to the accrual 

basis.  It is anticipated that the Study will be issued in early 
2002 concurrently with the completion of the initial core set 
of IPSASs. 

Other Matters 

Seminars 

Following the PSC meeting, members presented two 
sessions at a seminar co-hosted by the Croatian Association 
of Accountants and Financial Experts (CAAFE) and the 
Croatian Ministry of Finance.  PSC members also attended 
the OECD Symposium on Accrual Accounting and 
Budgeting in Paris on 6 and 7 September 2001.  Twenty-six 
countries, the IMF, World Bank and the European 
Commission were represented at the OECD Symposium. 
The PSC was encouraged by the interest shown in its work 
by participants at both seminars.  It received valuable input 
on potential issues and project priorities. 

Funding and Work Program  

IFAC, the World Bank and the IMF have agreed to provide 
some of the funds necessary to support the second stage of 
the PSC’s standard setting program.  The PSC continues to 
seek the additional funding necessary to support the 
standard setting program. 

At its November meeting the PSC will agree its work 
program for 2002.  Priority projects to be added to the work 
program are likely to include consideration of the 
harmonization of IPSASs and GFS and accounting for:  
• revenue from non-exchange transactions;  
• social policy obligations; and 
• measurement of heritage assets. 

The PSC welcomes the views of interested parties on the 
relative priority of these projects and the ongoing 
harmonization of IPSASs with the IASs. 

PSC Operating Procedures in 2002 and Beyond 

The PSC agreed that it should reactivate its Consultative 
Group and use Steering Committees, which may comprise 
non-PSC members, to assist it in developing certain 
projects.  The PSC also intends to discuss with the IFAC 
Board a range of matters relating to its future operations, 
including its governance arrangements and terms of 
reference. 

Next PSC meeting November 14 – 16, 2001 

For further information please contact: 
 
Ian Mackintosh, Chairman PSC (ian.mackintosh@asic.gov.au) 

Paul Sutcliffe, Director – Public Sector Accounting Standards 
(psutcliffe@ifac.org)  

Jim Sylph, IFAC Technical Director (jimsylph@ifac.org) 

Simon Lee, PSC Technical Manager (simonlee@ifac.org)
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ATTACHMENT 
 
S
 

ummary of PSC Standards Program Documents  

BACKGROUND PAPER 
IFAC PSC Study 11 Governmental Financial Reporting: Accounting Issues and Practices aims to assist 
governments in the preparation of their financial reports and contains a detailed description of the common bases of 
accounting used by governments: cash accounting (including modified cash accounting) and accrual accounting 
(including modified accrual accounting). The Study also provides examples of actual financial statements prepared 
under each basis. 
 
INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS (IPSASs) 
IPSAS 1 Presentation of Financial Statements sets out the overall considerations for the presentation of financial 
statements, guidance for the structure of those statements and minimum requirements for their content under the 
accrual basis of accounting. 
 
IPSAS 2 Cash Flow Statements requires the provision of information about the changes in cash and cash 
equivalents during the period from operating, investing and financing activities.  
 
IPSAS 3 Net Surplus or Deficit for the Period, Fundamental Errors and Changes in Accounting Policies 
specifies the accounting treatment for changes in accounting estimates, changes in accounting policies and the 
correction of fundamental errors, defines extraordinary items and requires the separate disclosure of certain items in 
the financial statements. 
 
IPSAS 4 The Effect of Changes in Foreign Exchange Rates deals with accounting for foreign currency 
transactions and foreign operations.  IPSAS 4 sets out the requirements for determining which exchange rate to use 
for the recognition of certain transactions and balances and how to recognize in the financial statements the financial 
effect of changes in exchange rates. 
 
IPSAS 5 Borrowing Costs prescribes the accounting treatment for borrowing costs and requires either the 
immediate expensing of borrowing costs or, as an allowed alternative treatment, the capitalization of borrowing 
costs that are directly attributable to the acquisition, construction or production of a qualifying asset. 
 
IPSAS 6 Consolidated Financial Statements and Accounting for Controlled Entities requires all controlling 
entities to prepare consolidated financial statements which consolidate all controlled entities on a line by line basis.  
The Standard also contains a detailed discussion of the concept of control as it applies in the public sector and 
guidance on determining whether control exists for financial reporting purposes. 
 
IPSAS 7 Accounting for Investments in Associates requires all investments in associates to be accounted for in the 
consolidated financial statements using the equity method of accounting, except when the investment is acquired 
and held exclusively with a view to its disposal in the near future in which case the cost method is required. 
 
IPSAS 8 Financial Reporting of Interests in Joint Ventures requires proportionate consolidation to be adopted as 
the benchmark treatment for accounting for such joint venturers entered into by public sector entities.  However, 
IPSAS 8 also permits – as an allowed alternative – joint ventures to be accounted for using the equity method of 
accounting. 
 
IPSAS 9 Revenue from Exchange Transactions establishes the conditions for the recognition of revenue arising 
from exchange transactions, requires such revenue to be measured at the fair value of the consideration received or 
receivable and includes disclosure requirements. 
 
IPSAS 10 Financial Reporting in Hyperinflationary Economies describes the characteristics of a hyperinflationary 
economy and requires financial statements of entities which operate in such economies to be restated. 
 
IPSAS 11 Construction Contracts defines construction contracts, establishes requirements for the recognition of 
revenues and expenses arising from such contracts and identifies certain disclosure requirements. 
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IPSAS 12 Inventories defines inventories, establishes measurement requirements for inventories (including those 
inventories which are held for distribution at no or nominal charge) under the historical cost system and includes 
disclosure requirements. 
 
Glossary of Defined Terms (IPSAS 1-IPSAS 12) identifies the terms defined in IPSASs on issue at 30 June 2001. 
 
STANDARDS TO BE RELEASED IN LATE 2001/EARLY 2002 
 
IPSAS 13 Leases establishes requirements for the accounting treatment of operating and finance leasing 
transactions by lessees and lessors.  
 
IPSAS 14 Events After the Reporting Date establishes requirements for the treatment of certain events that occur 
after the reporting date, and distinguishes between adjustable and non-adjustable events. 
 
IPSAS 15 Financial Instruments: Disclosure and Presentation establishes requirements for the presentation of on-
balance-sheet financial instruments and identifies the information that should be disclosed about both on-balance-
sheet (recognized) and off-balance-sheet (unrecognized) financial instruments.   
 
IPSAS 16 Investment Property establishes the accounting treatment, and related disclosures, for investment 
property.  It provides for application of either a fair value or historical cost model. 
 
IPSAS 17 Property, Plant and Equipment establishes the accounting treatment for property, plant and equipment, 
including the basis and timing of their initial recognition, and the determination of their ongoing carrying amounts 
and related depreciation.  It does not require or prohibit the recognition of heritage assets.  Subject to final 
confirmation. 
 
EXPOSURE DRAFTS/INVITATION TO COMMENT – COMMENT PERIOD EXPIRED – UNDER 
CONSIDERATION BY PSC 
 
ED 9 Financial Reporting Under the Cash Basis of Accounting proposes requirements for the preparation and 
presentation of the cash flow statement and supporting accounting policy notes under the cash basis of accounting.  
It includes requirements relating to the identification of the reporting entity and the structure and the minimum 
content of the cash flow statement.  The comment period closed: November 30, 2000.   
 
ITC Impairment of Assets – In addition to these exposure drafts the PSC has published an Invitation to Comment  
(ITC) on Impairment of Assets.  The purpose of the ITC is to seek comments on the appropriate accounting 
treatment for the impairment of assets. It reflects the tentative position of the PSC that an impairment test should be 
applied to all assets but that the cash flow test required by IAS 36 Impairment of Assets is not appropriate for assets 
held by public sector entities for the delivery of goods and services rather than the generation of positive cash flows 
for the entity.  The comment period closed: January 30, 2001. 
 
ED 17 Segment Reporting proposes requirements for the disclosure of financial statement information about 
distinguishable activities of reporting entities.  The comment period closed: May 31, 2001. 
 
EXPOSURE DRAFTS CURRENTLY ON ISSUE FOR COMMENT 
 
ED 20 Related Party Disclosures proposes requirements for the disclosure of transactions with parties that are 
related to the reporting entity including: Ministers, senior management, and their relatives.  Comment deadline: 
30 November 2001. 
 
ED 21 Provisions, Contingent Liabilities and Contingent Assets proposes requirements for the recognition of 
provisions, and the disclosure of contingent liabilities and contingent assets.  Comment deadline 
30 November 2001. 

Copies of all these documents are available free of charge at www.ifac.org 
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