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Conceptual Framework for Financial Reporting 

Objective(s) of Agenda Item 
1. The objectives of the sessions on the Conceptual Framework are: 

• To (a) review the current timetable for the project and consider whether it should be amended; 
(b) to receive an update on developments on the International Accounting Standards Board’s 
(IASB) project to revise its Conceptual Framework; and (c) to note the creation of a pioneer 
network for integrated reporting in the public sector; 

• To review a revised version of the Preliminary Board View, The Preface to the Conceptual 
Framework for Financial Reporting, with a view to approval in principle as a component of the 
finalized Framework; 

• To review the restructured draft final chapter, Elements in Financial Statements, and provide 
directions for final amendment; 

• To review the restructured draft final chapter, Recognition in Financial Statements, and 
provide directions for final amendment; 

• To review a further version of the draft final chapter, Measurement of Assets and Liabilities in 
Financial Statements, with a view to approval in principle; and 

• To review a further version of the draft final chapter, Presentation in General Purpose Financial 
Reports, with a view to approval in principle. 

Material(s) Presented 

Agenda Item 4.1 Coordinator’s Report 

Agenda Item 4A Covering memorandum and revised draft PBV, The Preface to the 
Conceptual Framework for Financial Reporting  

Agenda Item 4B Covering memorandum/issues paper and restructured draft final chapters, 
Elements in Financial Statements, and Recognition in Financial Statements 

Agenda Item 4C Covering memorandum/issues paper and draft final chapter, Measurement 
of Assets and Liabilities in Financial Statement 

Agenda Item 4D Issues paper and draft final chapter, Presentation in General Purpose 
Financial Reports 
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 4.1 

CONCEPTUAL FRAMEWORK: COORDINATOR’S REPORT 

Objectives of Report  
1. The objectives of this report are to highlight: 

• The current version of the project plan and timetable (the project timetable) and consider 
whether the project timetable should be amended;  

• Developments in the International Accounting Standards Board’s (IASB) project to revise its 
Conceptual Framework; and 

• The creation of a public sector network for integrated reporting. 

Project Timetable 
2. A revised project timetable was circulated following the March 2014 meeting. This version reflected 

the decision at the March meeting to put back final approval of the Framework to September 2014, 
while recognizing the aim of approving in principle the chapters on Measurement and Presentation 
and the Preface to the Framework at this meeting. This version of the timetable is attached at 
Appendix A.  

3. In accordance with normal procedure the project timetable will be updated and circulated shortly after 
this meeting. 

Matter for Consideration 
1. The IPSASB is asked to note the current project timetable and indicate whether there should be 

any revisions. 

IASB Conceptual Framework Developments 
4. The IASB has been reviewing responses to the Discussion Paper (DP), A Review of the Conceptual 

Framework for Financial Reporting, and formulating its approach to development of an Exposure 
Draft (ED) at its meetings in March, April and May. Some of the main points raised by respondents 
to the DP were: 

Purpose and Status 

• A significant level of disagreement with the view that the IASB should be identified as the 
primary user of the Conceptual Framework, because this understates the importance of the 
Conceptual Framework to parties other than the IASB. IASB has decided to modify the 
approach proposed in the DP. The ED will acknowledge that the purpose of the Framework is 
to assist preparers to develop accounting policies when no standard applies to a particular 
transaction, event or condition and to assist all parties in understanding and interpreting the 
standards;  

• General agreement that the Conceptual Framework is not an International Financial Reporting 
Standard and the IASB should be permitted to depart from the Conceptual Framework. Such 
departures will be explained in Bases for Conclusions of IFRSs; and 
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• Some opposition to the view in the DP that specified aspects of the Conceptual Framework 
should be only for the IASB, such as those dealing with circumstances when an item of income 
or expense could be presented in Other Comprehensive Income. IASB is likely to modify the 
stance in the DP and acknowledge that preparers should not be restricted from applying 
particular aspects of the Framework. 

Elements and Recognition 

• Many respondents agreed that the definitions of an asset and a liability should focus on the 
resource or obligation, rather than the flows that might result; 

• General agreement that the reference to ‘expected’ in the current definition of an asset should 
be replaced by ‘capable’ in the definition of an economic resource; 

• Many respondents expressed a preference for retaining an explicit probability threshold in 
either the definitions of an asset and a liability or the recognition criteria; 

• General support for the IASB’s preliminary view that the definition of a liability should include 
both legal and constructive obligations  

• Most respondents supported the preliminary view that liabilities arise from at least some 
obligations that are conditional on an entity’s future actions; 

• There was considerable support for including a definition of control in the context of the 
definition of an asset, but some questioned the necessity and others disagreed with some 
aspects of the definition; 

• While a few respondents suggested that the IASB should not define income and expense solely 
in terms of changes in assets and liabilities many respondents agreed that there is no need to 
make major changes to the definitions of income and expenses in the 1989 Framework;  

• Some respondents suggested that the IASB should define as elements: 

– Different types of income or expense 

– Profit or loss and comprehensive income; 

• While few views were expressed, there was limited support for defining elements related to the 
statement of cash flows; 

• Many respondents believe that the guidance on executory contracts needs further 
development; 

• While many respondents supported the references to the qualitative characteristics (QCs) of 
relevance and faithful representation there was considerable support for retaining probability 
and reliability of measurement as explicit recognition criteria.  

Measurement 

• There was considerable support for the mixed measurement approach; 

• A number of respondents suggested that the business model concept could be helpful in 
identifying an appropriate measurement basis; and 
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• A number of respondents considered that the Measurement section of the DP simply codifies 
existing practice, includes too much standards-level detail and needs considerable further 
development. 

Chapters 1 and 3 (Objectives and Qualitative Characteristics) 

• A number of respondents considered that stewardship should be given greater prominence in 
the Framework; 

• A number of respondents called for the reintroduction of prudence and reliability; and 

• A number of respondents expressed a view that more guidance is needed on going concern 

5. At its May meeting the IASB made a number of tentative decisions, including: 

Definitions of an asset, a liability and economic resource 

• The term “other sources of value” will be deleted from the definition of an “economic resource”; 

• The reference to “expected” (in the context of an inflow or outflow of resources/economic 
benefits needing to be expected) in the definition of a liability will be deleted in accordance with 
the suggestion in the DP; 

• The definition of an economic resource will include the phrase “capable of” (producing 
economic benefits); 

• The word “present” should be retained in the definition of a liability (“present obligation”) and 
should be included in the definition of an asset (‘present economic resource”) as proposed in 
the DP; and 

• The definitions of an asset and a liability will retain the reference to a past event. 

Recognition 

• The Framework will include a narrative discussion of factors related to recognition, but will not 
include specific recognition criteria such as probability. 

Definitions of Income and Expense 

• Income and expense will continue to be defined by reference to changes in assets and 
liabilities. 

Reporting Entity 

• A reporting entity is an entity that chooses, or is required to present general purpose financial 
statements; 

• A reporting entity need not be a legal entity; 

• Generally consolidated financial statements are more likely than unconsolidated statements to 
provide information that is useful to more users; and 

• The entity perspective for the reporting entity will be retained. 
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Stewardship 

• The ED will increase the prominence of stewardship within the overall objective of financial 
reporting. However, stewardship will not be an additional objective to decision-usefulness. 

Reliability 

• Reliability will not replace faithful representation and will not be included as an additional QC 
or as an aspect of relevance or faithful representation; and 

• Greater prominence may be given to the point in Chapter 3 of the Framework, Qualitative 
characteristics of useful financial information, that if the level of uncertainty in the estimate of 
an amount is sufficiently large, that estimate might not provide particularly useful information. 

Prudence 

• A reference to prudence will likely be reinserted as a support for neutrality in the context of 
faithful representation. The wording will be agreed at a future meeting. Prudence will not be a 
QC in its own right; and 

• The Basis for Conclusions will contain a discussion of the significance of prudence for 
preparers in preparing financial statements and for the IASB when setting standards. 

Faithful representation and legal form 

• Chapter 3 will be amended to explain that when the legal form of an item differs from its 
economic substance, reporting on the basis of legal form will not provide information that meet 
the QC of faithful representation. 

Understandability 

• Understandability will not be elevated to the status of a fundamental QC. 

Primary Users 

• There will be no change to the primary user group identified in Chapter 1, The objective of 
general purpose financial reporting, i.e., existing and potential investors, lenders and other 
creditors. 

Going Concern 

• There was a tentative decision to retain a description of the going concern assumption. The 
description in the existing Framework will be modified to reflect the wording in IAS 1, 
Presentation of Financial Statements, and IAS 10, Events After the Reporting Period; i.e., the 
phrase ”curtail materially the scale of its operations’ will be replaced by “cease trading”. 

• The Framework will not provide additional guidance on going concern and will not address the 
preparation of financial statements by entities that are not going concerns or disclosures about 
going concern. 

6. At the June meeting the IASB intends to discuss: 

• Whether to develop elements for the statement of cash flows and the statement of changes in 
equity; 
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• Additional guidance on the definitions of an asset and a liability; 

• Executory contracts; 

• The distinction between liability and equity; 

• Presentation and disclosure; 

• Statement of comprehensive income; 

• Business model; and   

• Unit of account.  

7. IASB agenda papers on the Conceptual Framework are available on the IASB website and can also 
be provided by the Coordinator. The agenda papers for the May meeting included a number of 
references to the current position in the IPSASB’s Framework project. 

8. The current timetable projects that an ED will be issued in the fourth quarter of 2014 with finalization 
of the Framework in the second quarter of 2016. 

Matter for Consideration 
2. The IPSASB is asked to note developments on the IASB’s project to revise its Conceptual 

Framework  

Integrated Reporting 

9. The Chartered Institute of Public Finance and Accountancy (CIPFA) and the International Integrated 
Reporting Council have announced that they are creating the Public Sector Pioneer Network to 
promote the implementation of Integrated Reporting (IR) in the public sector. The aim of the network 
is to identify and address key sector specific issues for IR and facilitate the application of IR to public 
sector organizations. 

10. Leah Weselowski circulated a message from Ian Carruthers, CIPFA Policy and Technical Director 
and IPSASB Member, on June 2, 2014 noting that, although the initial period for submitting 
expressions of interest has now closed, CIPFA is still looking for potential members. A link to further 
information on the Pioneer Network can be accessed via the following link: 

http://www.cipfa.org/policy-and-guidance/articles/integrated-reporting-public-sector-pioneer-network 

Matter for Consideration 
3. Members are asked to note the creation of the Public Sector Pioneer Network, consider whether 

there are any public sector bodies, which might be interested in joining the network, that have not 
already expressed an interest, and discuss any issues with Ian Carruthers. 
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Appendix A 

Conceptual Framework Project Timetable 2010–2014 
  Phase 1: Objectives, QCs, 

Scope & RE 
Phase 2: Elements 
and Recognition 

Phase 3: 
Measurement 

Phase 4: 
Presentation  

Key Characteristics 
of Public 

Sector/Preface 

Dec 
2010 

ED Issued CP Issued CP Issued  
Made available on 
web as Staff Draft 

Mar 
2011 

   
CP 

Discussed 
ED Approved 

(Issued in April) 

Jun 
2011 

   
CP 

Discussed 
 

Sep 
2011 

RR 
Directions to Staff 

RR 
Directions to Staff 

RR 
Directions to Staff 

CP 
Discussed 

 

Dec 
2011 

RR 
Directions to Staff 

RR 
Further directions 

to Staff 

RR 
Further directions 

to Staff 

CP 
Approved (Issued 

January 2012) 
 

Mar 
2012 

FC 
Review and directions to 

Staff for finalization 

RR 
Further directions 

to Staff 
  

RR 
Directions to Staff 

Jun 
2012 

 
ED 

Discuss 
ED 

Discuss 
  

Sep 
2012 

Decision to approve FC in 
December and publish in 

late December 2012 or 
January 2013 

ED Approved 
Issue October  

 

ED Approved 
Issue October 

 

RR 
Directions to Staff 

Decision to 
approve in 

December and 
publish in late 

December 2012 or 
January 2013 

Dec 
2012 

FC 
 

Approved 
Published in January 2013 

 (Note A4) 

  
ED 

Discuss 

FC 
 

Review and 
Directions  to Staff 

for finalization 
(Note A5) 

Mar 
2013 

   

ED 
Approved 

Published in April 
2013 

(Note A3) 

             FC 
Review and further 
directions to Staff 
for finalization 
        (Note A5) 

June 
2013 

 
RR 

Initial directions to 
Staff 

RR 
Initial directions to 

Staff 
 

Direction to make 
available on 
website as 

Preliminary Board 
View 

(Available on 
website late July 

2014) 

Agenda Item 4.1 
Page 6 of 8 



Conceptual Framework: Coordinator’s Report 
IPSASB Meeting (June 2014) 

Sept 
2013 

 
RR 

Further directions 
to Staff 

RR 
Further directions 

to Staff 

Update to Members 
and high level 

preliminary 
summary 

 

Dec 
2013 

 FC 
Review and 

directions to Staff  

FC 
Review and 

directions to Staff 

RR 
Directions to Staff 

 

Mar 
2014 

 FC 
Review and 

directions to Staff 
for further 

development 

FC 
Review and 

directions to Staff 
for finalization  

FC 
Review and 

directions to Staff 
for finalization 

 

June 
2014 

 FC 
Review and 

directions to Staff for 
finalization 

FC 
Review and approve 

in principle  

FC 
Review and approve 

in principle 

FC 
Review, final 

directions and,  
approve in principle  

Sept 
2014 

FCs 
Incorporate in Final  

Framework 

FCs 
Approve and 

incorporate in Final 
Framework 

 

FC 
Final approval. 

Incorporate in Final 
Framework 

FC 
Final approval. 

Incorporate in Final 
Framework 

FC 
Final approval. 

Incorporate in Final 
Framework 

Key: ED: Exposure Draft, DI: Discussion of Issues, RR: Review of Responses, FC: Final Chapter, CP: Consultation Paper,  

Assumptions and Accompanying Information 

A1. There was an exposure period of six months for the Phase 1 ED and the Phase 2 and Phase 3 
Consultation Papers — comment period ended mid-June, 2011. There was an exposure period of 
four months for the Phase 4 Consultation Paper — comment period ended late April 2012. 

A2. There was an exposure period of six months for the Phase 2 and Phase 3 EDs — comment period 
ended late April 2013. 

A3. There was an exposure period of four months for the Phase 4 ED— comment period ended in mid-
August 2013.  

A4. The Phase 1 Chapters were approved in December 2012 and published in January 2013. 

A5. An ED, The Key Characteristics of the Public Sector with Potential Implications for Financial 
Reporting (Key Characteristics) was made available as a Staff draft with the Phase 1 ED and the 
Phase 2 and Phase 3 Consultation Papers in December 2010. It was approved in March 2011 as an 
IPSASB document and issued in April 2011 with a consultation expiry date of August 31, 2011. The 
IPSASB reviewed responses in March 2012 and decided to further develop the text of Key 
Characteristics with a view to its inclusion in the Framework as an Introduction or Preface. At the 
September 2012 meeting the IPSASB directed that Key Characteristics be updated in the form of a 
Preface and brought back to the December 2012 meeting, along with the Phase 1 final chapters with 
a view to incorporation in the Framework. At the December 2012 meeting the IPSASB confirmed that 
such a Preface should be included in the Framework. However, the IPSASB decided that the Preface 
needed further development. At the March 2013 meeting it was decided to defer finalization of the 
Preface until the Conceptual Framework has been completed, or substantially completed, so that 
linkages between the characteristics identified in the Preface and concepts can be made more 
explicit. The Preface was made available as a Preliminary Board View in July 2013. 
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A6. The finalization of Phases 2, 3 and 4 will include a review for consistency with the Phase 1 chapters 
and Preface. 

A7. The IPSASB will not issue an integrated (umbrella) ED of the proposed Conceptual Framework.  

A8. At its March 2014 meeting the IPSASB decided to publish separate chapters on Elements and 
Recognition. 

A9. The IPSASB will consider approval in principle of the Phase 3 and 4 chapters and the Preface at the 
June 2014 meeting. The IPSASB will approve the Phase 2 chapters at the September 2014 meeting. 
The IPSASB will approve the final Framework at the September 2014 meeting and publish the 
Framework in October 2014. 
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