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Approved Minutes of the Meeting of the 

INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS BOARD 

Held on September 17–20, 2012 in Norwalk, USA 

1. Attendance, Opening Remarks, and Approval of Minutes 
1.1 Attendance – Norwalk, USA 

 
 Voting Members Technical Advisors 

Present: Andreas Bergmann (Chairman) 

David Bean (Deputy Chair) 

Ian Carruthers 

Mariano D’Amore 

Rachid El Bejjet 

Sheila Fraser 

Kenji Izawa 

Hong Lou 

Massud Mazaffar 

Thomas Müller-Marqués Berger 

Anne Owuor 

Jeannine Poggiolini 

Ron Salole 

Adriana Tiron Tudor 

Isaac Umansky 

Ken Warren 

Tim Youngberry 

Stefan Berger (Mr. Bergmann) 

Chris Wobschall (Mr. Carruthers) 

Baudouin Griton (Mme. Cordier) 

Stuart Barr (Ms. Fraser) 

Yangchun Lu (Dr. Lou) 

Sajjad Ahmad (Mr. Mazaffar) 

Gillian Waldbauer Mon–Wed (Mr. Müller-
Marqués Berger) 

Lindy Bodewig (Ms. Poggiolini) 

Marta Abilleira (Mr. Umansky) 

Joanne Scott (Mr. Warren) 

Clark Anstis (Mr. Youngberry) 

Apologies: Marie-Pierre Cordier Fabrizio Mocavini (Mr. D’Amore) 

Aziz El Khattabi (Mr. El Bejjet) 

Fumiki Sakurauchi1 (Mr. Izawa) 

Tim Beauchamp (Mr. Salole) 

 Non-Voting Observers 

                                                      
1  Takeo Fukiya attended in place of Fumiki Sakurauchi for this meeting. 
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Present: John Verrinder (Eurostat) 

Ian Mackintosh (IASB): Wed – Thurs  

Abdul Khan (IMF)  

Robert Dacey (INTOSAI): Mon – Wed 

Jón Blöndal (OECD): Mon – Tues  

Alieva Dinara (UNDP) 

Apologies: Martin Koehler (EC) 

Henricus Seerden (EIB)2 

Giovanna Dabbicco (Eurostat) 

Sagé de Clerck (IMF)3 

Chandramouli Ramanathan (UN) 

Darshak Shah (UNDP)4 
Brian Quinn (World Bank)5 

 IFAC Staff 

Present: Jim Sylph, Executive Director, Professional Standards: Mon – Tues 

Stephenie Fox, Director, IPSASB 

John Stanford, Deputy Director, IPSASB 

Annette Davis, IPSASB 

Jens Heiling, IPSASB 

Gwenda Jensen, IPSASB 

Grant Macrae, IPSASB 

Lisa Parker, GASB  

Joy Thurgood, IPSASB 

Wayne Travers, IFAC Communications: Mon – Tues 

Apologies: Paul Sutcliffe 

                                                      
2  European Investment Bank. 
3  Kara Rideout attended in place of Sagé de Clerck for this meeting (Mon – Wed). 
4  Helen Hall attended in place of Darshak Shah for this meeting. 
5  Ivonna Kratynski attended in place of Brian Quinn for this meeting. 
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The Chairman also welcomed Robert Attmore, Chair of GASB, and Tom Allen, Chair of the Federal 
Accounting Standards Advisory Board (FASAB) and members of the public gallery. 

1.2 Approval of Minutes 

The Minutes of the June 2012 IPSASB meeting were approved unanimously as presented. 

1.3 Monitoring Group – IPSASB Oversight  

The Executive Director, Professional Standards and External Relations provided a brief update on the 
deliberations of the Monitoring Group (MG) as they pertain to Public Oversight of the ISPASB. The MG is 
considering models for IPSASB oversight, including oversight by the Public Interest Oversight Board 
(PIOB) and separate IPSASB oversight. 

Regardless of the outcome of these discussions IFAC is committed to establishing oversight 
arrangements in the near future. 

1.4 Nominations Committee 

The Technical Director noted that the Nominations Committee had approved an extension of the term of 
the Chairman and three members for three additional years, a new Deputy Chairman, and the addition of 
four new members. The new members will commence their terms in 2013. 

1.5  Eurostat Study 

John Verrinder provided a brief update on the progress of the study and noted that it was on target for 
completion. He noted that 55 responses had been received on the public consultation paper with divided 
views on whether IPSASs (in particular, accrual accounting) are suitable for the European public sector. 
Some issues noted were employee future benefits, liabilities, fair value measures, and applicability to 
small public sector entities. 

He indicated support for by Eurostat and generally by constituents for the IPSASB projects on GFS (see 
item 4) and first-time adoption of IPSASs.  

1.6 Communications and Liaison  

The representation activities report from June – September 2012 was tabled.  

1.7 IASB Workplan Summary  

A staff analysis of the potential impacts of the IASB’s workplan on IPSASs was tabled. The staff-prepared 
tables documenting differences between IPSASs and IFRSs as a result of new and amended IFRSs were 
noted. 

2. Conceptual Framework (Agenda Item 2) 

2.1 Coordinator’s Report (AP 2)6 

                                                      
6  The Project Brief for the Conceptual Framework consists of three subject groups. Group 1 addresses: the role, authority and 

scope; objectives and users; qualitative characteristics, and the reporting entity (also referred to as Phase 1). Group 2 
addresses elements of GPFSs and recognition (also referred to as Phase 2 – see Item 2.2), and Group 3 addresses 
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The IPSASB considered a report from the Project Coordinator dealing with: 

• Project plan; 

• Approval and publication of Phase 1 chapters; and 

• Developments on integrated reporting. 

Project Plan  

The Coordinator directed members to the project plan (in the appendix to the agenda item). He noted that 
the only difference in this version from the version circulated following the June 2012 meeting was an 
indication that the IPSASB would be asked at this meeting to consider earlier approval and publication of 
the chapters from Phase 1 of the project. In advance of any formal decision on this matter, the timetable 
also indicated the alternative assumption that the Conceptual Framework would be issued on a 
consolidated basis.  

As discussed at previous meetings, the timing for completion of the Framework remains demanding. In 
particular, there is only one meeting for a review of responses to the Phase 4 ED and a further meeting 
for finalization of the final chapter on Presentation.  

The Coordinator repeated the point initially highlighted at the June meeting that if CF–ED2 and CF–ED3 
were approved in September 2012 and issued in mid-late October 2012 on a six-month exposure, the 
initial review of responses to the June 2013 meeting would focus primarily on major substantive issues, 
rather than matters of detail or form of explanation, and would be unlikely to be able to encompass 
responses received after the nominated response date. A shorter exposure period would be necessary if 
the initial review of responses in June 2013 were to include all matters of detail as well as the major 
substantive issues. The length of the consultation period for these EDs would be considered further in 
Agenda Items 2A and 2B. However, the Executive Director: Professional Standards noted that a number 
of other Consultation Papers and EDs are likely to be issued in the near future and that the determination 
of response dates would need to take into account the need to not over-burden constituents. 

It was agreed that, in accordance with regular practice, the project plan would be updated and 
recirculated after the meeting. 

Approval of Phase 1 Chapters 

As directed at the June 2012 meeting, the Coordinator provided an assessment of the advantages and 
disadvantages of approving the Phase 1 chapters at the December 2012 meeting and publishing them in 
late 2012 or early 2013. He acknowledged that there are both advantages and disadvantages in 
accelerating approval and publication. 

From a pragmatic perspective the Phase 1 chapters are considerably in advance of the outputs from the 
other three phases. Phase 1 establishes high-level concepts for objectives, users and qualitative 
characteristics (QCs). These concepts had become increasingly important for particular projects, such as 
First Time Adoption and the Long-Term Sustainability of Public Finances. Some of these projects are 
likely to be completed around the same time as the Conceptual Framework is scheduled for completion. It 
was questionable whether these projects should rely on the current QCs in in IPSAS 1, Presentation of 

                                                                                                                                                                           
measurement (also referred to as Phase 3 – see Item 2.3) and presentation and disclosure (also referred to as Phase 4 – see 
Item 2.4). 
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Financial Statements. The QCs that will be identified in the Framework and the relationship between 
those QCs was unlikely to change from those agreed in principle at the March 2012 meeting. 

Staff acknowledged a possibility that issues will emerge in Phases 2–4, which will have a significant 
impact on Phase 1 positions, although staff felt that this is unlikely. If major issues did emerge there would 
be nothing to prevent the Board from re-exposing the relevant Chapters from Phase 1. 

The Coordinator acknowledged that accelerated approval and publication would indicate that the IPSASB 
is unlikely to issue an integrated or umbrella ED. On balance staff expressed a view that the benefits of 
accelerated approval and publication outweighed the disadvantages. 

Members agreed with the staff position and directed that the Phase 1 chapters should be brought to the 
December meeting for approval.  

Some members highlighted that, when the chapter on QCs is issued, there will be two sets of QCs―one 
in the Framework and one in IPSAS 1. It was agreed that, when the conceptual framework chapter on 
QCs is approved it would be inappropriate to retain the Appendix in IPSAS 1, and it should be withdrawn. 
Consideration would be given to effecting this and other consequential changes to IPSAS 1 in due 
course.   

Developments on integrated reporting: 

The Coordinator noted that CIPFA is developing an Issues Paper on the relevance of integrated reporting 
in the public sector, and, if relevant, timelines for its introduction. Ian Carruthers noted that the Issues 
Paper would be further developed as feedback is received on it. CIPFA had sent a copy of the Paper to 
the staff of the International Integrated Reporting Council and had received a positive response. The 
Paper would be discussed at a meeting of the United Kingdom accountancy bodies in early October 
2012. Staff would keep members informed of further developments. 

2.2 Elements – Approve Exposure Draft (AP 2A) 

Staff explained that the objective of this session was for the IPSASB to consider four specific matters set 
out in Issues paper 2A.1 before considering a further version of Conceptual Framework Exposure Draft 2 
(CF–ED2), Conceptual Framework for General Purpose Financial Reporting for Public Sector Entities: 
Elements and Recognition in Financial Statements, with a view to approval. 

The four specific matters were: 

• Revised terminology for obligations with the introduction of an alternative term instead of social, moral 
or constructive.  

• Definitions of revenue and expenses where there remains an issue on whether to describe inflows as 
“gross” or “net.”  

• Tighter definitions for deferred inflows and deferred outflows restricting their application to non-
exchange transactions and for use only in specified future periods.  

• Revision to the approach to recognition and further consideration of location of the material on 
recognition. 

In addition to editorials, the IPSASB agreed that the following changes should be made to the ED. 

• Section 1 Introduction: Additional explanation of the terms net assets and net financial position, 
including the relationship between the two and noting that neither are elements.  
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• Section 2 Assets: The definition of an asset was amended to read “An asset is a resource, with the 
ability to provide an inflow of service potential or economic benefits that an entity presently controls, 
and which arises from a past event.”  

• Section 3 Liabilities:  

o The definition of a liability was amended to read “A liability is a present obligation that arises from 
a past event where there is little or no realistic alternative to avoid an outflow of service potential 
or economic benefits from the entity.” 

o The term “non-legal” should be used for binding obligations where the party to whom the 
obligation exists cannot take legal action to enforce settlement. 

• Section 4 Revenue and Expenses:  

o There was extensive discussion of the articulation of the definitions of revenue and expenses with 
deferred inflows and deferred outflows. 

o The definition of revenue was amended to read “Revenue is: (a) Inflows during the current 
reporting period, which increase the net assets of an entity, other than: (i) Ownership 
contributions; and (ii) Increases in deferred inflows; and (b) Inflows during the current reporting 
period that result from decreases in deferred inflows.”  

o The definition of expenses was amended to read “Expenses are: (a) Outflows during the current 
reporting period which decrease the net assets of an entity, other than: (i) Ownership 
distributions; and (ii) Increases in deferred outflows; and (b) Outflows during the current reporting 
period that result from decreases in deferred outflows.” 

• Section 5 Deferred Inflows and Deferred Outflows: 

o The definition of a deferred inflow was amended to read “A deferred inflow is an inflow of service 
potential or economic benefits provided to the entity for use in a specified future reporting period 
that results from a non-exchange transaction and increases net assets.” 

o The definition of a deferred outflow was amended to read “A deferred outflow is an outflow of 
service potential or economic benefits provided to another entity or party for use in a specified 
future reporting period that results from a non-exchange transaction and decreases net assets.”  

o The Basis of Conclusions was expanded to provide further explanations of the reasons for 
introducing deferred inflows and deferred outflows as separate elements, with examples of 
circumstances where they might be applied. 

• Section 6 Net Assets, Net Financial Position, Ownership Contributions, and Ownership 
Distributions: It was decided to include net assets in the heading and to expand the introductory 
paragraph to describe net assets as well as net financial position. 

• Section 7 Recognition: The approach to recognition was revised. Instead of discussing existence 
uncertainty in the context of specific characteristics of the definitions of assets and liabilities, 
existence uncertainty was relocated to a section on recognition which also considers measurement 
uncertainty and derecognition. 

• Basis for Conclusions: The Basis for Conclusions should be updated to reflect the changes in the 
core text of the ED. 
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• Alternative Views: Both members that voted against approval indicated that they would provide 
Alternative Views for inclusion in the ED. One of these members provided draft wording at the 
meeting which expressed disagreement with (a) the identification and recognition of deferred inflows 
and deferred outflows as separate elements, on the basis that these flows should be included in the 
definitions of revenue and expenses and (b) the distinction between exchange and non-exchange 
transactions, which underpins much of the analysis.   

• Request for Comments. The IPSASB approved the Specific Matters for Comment. 

• “At a Glance”: The IPSASB directed that, rather than expand the ED, examples of where deferred 
inflows and deferred outflows might be applied should be included in the “At a Glance” Summary. 

Approval 

The IPSASB approved Conceptual Framework Exposure Draft 2 (CF–ED2), Conceptual Framework for 
General Purpose Financial Reporting for Public Sector Entities: Elements and Recognition in Financial 
Statements, for publication. The ED will have a consultation expiry date of April 30, 2013. 

The results of the vote were: In Favor 14; Against 2; Abstain 1; Absent 1. The voting details of the 
approval are at Appendix 2, item 11.2. 

On behalf of the IPSASB, the Chair thanked the TBG and staff for their work on developing the ED. 

2.3 Measurement – Approve Exposure Draft (AP 2B) 

The IPSASB considered a further version of Conceptual Framework Exposure Draft 3 (CF–ED3), 
Conceptual Framework for General Purpose Financial Reporting for Public Sector Entities: Chapter 6: 
Measurement of Assets and Liabilities in Financial Statements. 

In addition to editorials, the IPSASB agreed that the following changes should be made to the ED.  

• Section 1 The Role of Measurement in the Framework: References to the complexity and 
subjectivity of the measurement basis should be largely deleted from the main body of the text and 
instead the ED should refer directly to the qualitative characteristics of financial reporting (QCs).  

• Section 2 Historical Cost: This section should include a sub-section on the suitability of historical 
cost, including: 

o Under the historical cost basis expenses for the reporting period include the consumption of 
assets used in the provision of services; this comparison enables an assessment of the entity’s 
capacity to recover depreciation through the generation of revenues; and 

o Where capital budgets have been prepared on the cost basis, historical cost information shows 
whether acquisitions of physical assets have been in accordance with those budgets. 

• Section 3 Current Value Measurement Bases:  

o The IPSASB agreed not to propose both market value and fair value as measurement bases and 
therefore this section will deal only with market value, replacement cost, net selling price, and 
value in use. Text from Section 4 on value in use should be moved to this section. Text on fair 
value should be moved to Section 4 (see below). 

o References to estimated market values and notional market values should be deleted. 
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• Sections 2 and 3: The examples of the application of a measurement basis should be deleted. 

• Section 4 Selection of Measurement Bases and Measurement Models:  

o This section should be renamed “Selection of Measurement Bases and Measurement Models.”  

o The existing text on value in use should be moved to Section 3 (see above).  

o This section should explain that the selection of a measurement basis is primarily made by 
evaluating the extent to which it contributes to the objectives of financial reporting and meets the 
QCs. Therefore, a measurement basis might be selected on its own or a model might be used to 
determine the selection of a measurement basis. 

o It should address the fair value model as a way of estimating a market value where an active 
market does not exist. This section should also discuss the use of a measurement basis or a 
valuation methodology as surrogates for the most appropriate measurement bases and valuation 
methodologies.  

o This section should include the deprival value model as a method of guiding the selection of a 
current measurement basis for assets primarily held for their operating capacity, where further 
analysis is required after an initial assessment of an appropriate measurement basis based on 
the objectives of financial reporting and the QCs. Relevant text from the Basis for Conclusions on 
deprival value should be moved to this section. 

o Relevant text from Section 3 on fair value should be moved to this section. 

o There should be a brief reference to the fact that the deprival value model can also be applied to 
liabilities. 

• Basis for Conclusions: The Basis for Conclusions should be updated to reflect the changes in the 
core text of the ED and the reasons for selecting the measurement bases for assets primarily held for 
their operating capacity. 

• Alternative View: The ED will include an Alternative View that reflects a view that an overarching 
measurement objective is necessary, rather than just referring back to the objectives and QCs. 

Approval 

The IPSASB approved the CF–ED3 for publication. 

The results of the vote were: In Favor 14; Against 1; Abstain 1; Absent 2. The voting details of the 
approval are at Appendix 2, item 11.3. 

On behalf of the IPSASB, the Chair thanked the Task Based Group (TBG) and staff for their work on 
developing the ED. 

2.4 Presentation – Review Responses to Consultation Paper (AP 2C) 

Staff provided an overview and analysis of responses received on the CF consultation paper for Phase 4 
of the CF Project, CP, Presentation in General Purpose Financial Reports. The IPSASB discussed the 
issues raised by staff, then provided direction on development of an ED. The memorandum, agenda item 
2C.0, highlighted five issues derived from agenda item 2C.2, the collation of responses.  
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Issue 1 – Strategy and Approach to Presentation Concepts 

The first issue raised was whether the IPSASB should continue with its strategy for the development of 
presentation concepts and overall approach to such concepts. With respect to strategy the IPSASB 
confirmed the present timetable for development of an ED, which is ahead of the IASB’s timetable for its 
conceptual framework project. While acknowledging the potential benefits of coordinating with the IASB’s 
conceptual framework project, the IPSASB noted that the IASB’s project is paused. The timing of IASB 
work on presentation concepts, which is a later part of the IASB project, could be several years away. 
Waiting until IASB proposals on presentation concepts are available could mean a substantial delay to the 
IPSASB’s work. The IPSASB noted that during the development of the CP, the IPSASB did consider 
presentation principles developed by IASB staff for inclusion in a draft ED on financial statement 
presentation. 

The IPSASB also confirmed that presentation concepts should continue to be developed for more 
comprehensive scope GPFRs. The IPSASB decided that, while the ED’s focus should primarily be on 
high-level concepts, there should also be more coverage with respect to concepts applicable to financial 
statements. The ED should begin with the more general concepts then apply them to financial 
statements. This addressed some respondents’ concerns that the concepts proposed in the CP did not 
adequately support standard setting for general purpose financial statements (GPFSs). Staff had provided 
summaries of documents recently issued by the Financial Accounting Standards Board (FASB) and 
European Financial Reporting Advisory Group (EFRAG) on disclosures. The IPSASB asked staff to 
review those documents for content relevant to financial statement presentation. 

The IPSASB has three projects in progress that relate to the more comprehensive scope GPFRs. These 
projects focus on (a) service performance reporting, (b) reporting on the long-term sustainability of public 
finances, and (c) financial statement discussion and analysis. The ideas underpinning these three 
projects could, sometime in the future, be used to further develop presentation concepts related to the 
more comprehensive scope GPFRs, if that was deemed to be useful. Documents from these three 
projects should be reviewed for scope to illustrate application of the high-level concepts to those three 
areas.  

The IPSASB also decided to continue with the conceptual approach proposed in the CP. The approach 
involves (i) focusing on user needs to identify presentation objectives, (ii) application of the qualitative 
characteristics (QCs) to presentation decisions, and (iii) separate presentation concepts. Respondents 
generally supported that approach, but concerns were expressed about its usefulness for financial 
statements. Alternative proposals from two respondents were considered. While the two proposals 
contained some material relevant to the ED’s development, neither alternative was viewed as a preferred 
alternative to the approach proposed in the CP. The IPSASB noted that it had already considered one of 
the two approaches during the CP’s development. Parts of the second alternative approach had also 
been considered during the CP’s development. The IPSASB did not support the higher level of detail 
proposed by the second approach, noting that several respondents had commented that the CP went into 
more detail than is appropriate in a conceptual framework document. 

Issue 2 – Terminology (Presentation, Display, Disclosure, and Core and Supporting Information) 

The IPSASB decided that the descriptions proposed in the CP for “presentation”, “display”, and 
“disclosure” should be included in the ED. Application of the three presentation decisions (what 
information, where located, and how organized) provided a useful framework for presentation and 
generally was supported by respondents. It was appropriate, in the context of concepts for more 
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comprehensive scope GPFRs, to move away from the traditional distinction whereby presentation applied 
to information shown on the face of the financial statements and disclosure applied to the notes. But that 
distinction was still very important and could be discussed using the terms display and disclosure.  

The CP’s descriptions of “core information” and “supporting information” were controversial for some 
respondents. The proposed linkage between those two terms and location (either on the face or in the 
notes to the financial statements) was viewed as problematic. The IPSASB decided to replace core and 
supporting information with a description of types of information likely to be displayed and types likely to 
be disclosed. The description should cover different factors that affect where information is located, but 
not attempt to provide a definitive set of criteria that would dictate information’s location. Understandability 
and the importance of not misleading users of GPFRs would be important considerations in deciding 
where information should be located.  

The idea that note disclosure is not a replacement for recognition remains true within the context of 
financial statements. The underlying rationale that location should not mislead is applicable to more 
comprehensive scope GPFRs. It was noted that, in addition to the primary financial statements, some 
jurisdictions had legislated for further statements, for example a statement of contingent liabilities, to 
emphasize the importance of certain types of information.  

Issue 3 – Presentation Objectives 

The CP proposed that identification of presentation objectives should be done at the standards level. After 
considering responses on this issue the IPSASB decided that presentation objectives should be included 
in CF–ED, Presentation. Coverage of objectives in the CF would not exclude objectives also being 
included, where appropriate, in specific standards. The ED should make clear that standard setters, and 
not preparers, set objectives. Objectives included in the ED should cover GPFSs and objectives relevant 
to the three more comprehensive scope projects in-progress. Phase 1 acknowledges that the scope may 
evolve over time. On that basis the coverage of presentation objectives should not be described as 
exhaustive.  

Some respondents argued that the presentation objectives illustrated in the CP operate more like 
reporting objectives and should be described accordingly. The IPSASB decided to keep the term 
“presentation objective”. 

Issue 4 – Presentation Concepts 

The CP proposed three presentation concepts. Responses to the three concepts were generally positive, 
but also included proposals with respect to improvements and further concepts. The IPSASB decided that 
the TBG should consider the proposals in more detail and provide recommendations at the IPSASB’s 
December 2012 meeting, as part of the discussion on the draft ED on presentation. In developing this 
area the IPSASB indicated that a need for further concepts should be viewed skeptically, since the three 
existing concepts appeared to adequately address key presentation issues. There was some discussion 
of whether Concept 1, “select information that meets user needs, satisfies the cost-benefit test, and is 
sufficiently timely”, should be broken out into different concepts. It was acknowledged that the three 
presentation concepts are high level, but this is appropriate at this point in time. The Basis for 
Conclusions will need to address this point.  
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Issue 5 –Presentation Techniques 

The IPSASB noted the views of some respondents who criticized the CP’s coverage of presentation 
techniques as being overly detailed for a conceptual framework. At the same time, the material on 
techniques was viewed as a useful reference for both the IPSASB and preparers. One proposal was to 
include coverage of presentation techniques as an annex to the CF. An opposing perspective was that 
presentation techniques at this level of detail change frequently, with communication experts and website 
developments impacting on views about how information should be presented both to effectively 
communicate key messages and provide sufficient access to detail. A proposed compromise was to keep 
the material on techniques as an internal working document, which could be developed for publication 
after the IPSASB had accumulated more experience with it. The IPSASB decided that the description of 
techniques is a useful tool rather than something to include in a conceptual framework. On balance the 
IPSASB decided to exclude presentation techniques from the CF, but maintain the discussion of 
techniques as a reference relevant to the development of new presentation requirements. 

Next Steps 

Staff and the TBG will develop a draft ED for review at the IPSASB’s December 2012 meeting. 

3. Update of IPSASs 6 – 8 (Agenda Item 3)  

Discuss Issues 

The IPSASB considered the following papers: 

Agenda Item 3.1 Comparison of Concepts of Control in Financial and Statistical Reporting 

Agenda Item 3.2 Issues Arising from Exposure Draft 

Agenda Item 3.3 Draft ED XX, Consolidated Financial Statements 

Agenda Item 3.4 Update on IASB Investment Entities Project. 

Comparison of Concepts of Control in Financial and Statistical Reporting  

In relation to the comparison of concepts of control in financial and statistical reporting, the IPSASB 
agreed that there were opportunities for alignment, mainly in relation to the definitions of control and 
indicators of control in the Government Finance Statistics Manual (GFSM). The IPSASB noted that the 
GFSM is currently being revised and a draft of the revised manual is expected to be released for 
consultation by the end of 2012.  

Some members raised the possibility of an alternative accounting treatment for entities that are outside 
the general government sector. Equity accounting and the use of fair value were noted as being two 
possible alternative treatments. The IPSASB noted that recent research indicates that increasingly 
governments do consolidate government corporations and it therefore decided not to pursue alternative 
accounting treatments at this stage. The IPSASB also acknowledged that information about the general 
government sector can be provided in consolidated financial statements using a segment approach. 
However, the IPSASB noted that it may revisit this issue in the future. If it does so then careful 
consideration of the extent to which alternative treatments meet user needs would be required. The 
IPSASB noted that reporting and budgetary arrangements vary across jurisdictions and that jurisdictional 
differences might also affect any assessment of alternative treatments and user needs.   
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The IPSASB was generally supportive of the staff views in agenda paper 3.1. However, the IPSASB 
noted that the final wording of GFSM indicators of control may differ from the wording considered in 
agenda paper 3.1. In addition, the IPSASB noted that in making assessments of control for statistical 
reporting, rarely is one indicator of control sufficient to form a conclusion about control.  

The purpose of agenda item 3.1 was to identify opportunities for alignment with GFSM, not to determine 
the specific wording of the exposure draft. Comments on the issues raised in agenda paper 3.1 included 
the following: 

(a) Although members agreed that requirements associated with funding may give rise to control, a 
number of members cited instances where economic dependence was not regarded as giving rise 
to control. A view was expressed that consideration of residual rights remains important when 
assessing situations where economic dependence exists (staff view 7 refers).  

(b) Governments giving guarantees may use mechanisms such as regulation to establish protective 
rights. However, guarantees also create exposure to risks and there may be a point at which those 
risks are so significant that they should be considered in assessing control (staff view 8 refers).  

(c) There may be situations where control does not exist because agencies are not responsible to the 
executive branch of government. These assessments are influenced by the nature of the reporting 
entity in relation to the various branches of government (staff view 9 refers). 

(d) The discussion of regulatory control in the exposure draft should be carefully crafted to ensure that 
it does not inadvertently capture situations where control does not exist (staff view 15 refers).  

Draft ED XX, Consolidated Financial Statements  

The IPSASB considered and provided feedback on an Exposure Draft based on IFRS 10, Consolidated 
Financial Statements. This ED incorporated guidance from IPSAS 6, the current standard on control, 
additional examples currently being developed by a jurisdiction applying IFRS 10 and additional material 
to increase alignment with the definitions and indicators of control in the GFSM. 

The IPSASB noted that the IASB’s project resulted in three new standards and two revised standards. 
The IPSASB agreed that the same approach could be taken in this project, or alternatively, all five 
standards concerned could be issued as new standards. The IPSASB noted that a decision on this matter 
was not essential at this stage.  

The IPSASB provided general feedback on the draft exposure draft. There was support for many of the 
ideas in IFRS 10 and the additional public sector examples that had been developed, but the Board felt 
that the standard needed to have a stronger public sector flavour, with more emphasis on the issues that 
commonly arise in the public sector. The IPSASB considered that some of the terminology in IFRS 10 and 
the emphasis on voting rights in IFRS 10 were not appropriate for the public sector. The Board also 
tentatively agreed to restructure the application guidance and requested that staff review the application 
guidance with a view to bringing guidance on requirements into the body of the standard, and considering 
whether some examples should be illustrative examples.  

More detailed comments on the draft exposure draft included the following (paragraph references are to 
the paragraph numbers in agenda paper 3.3): 

Objective 

(a) Move paragraph 3 to the scope section. 
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Scope 

(b) Limit the scope exemption for wholly-owned controlled entities in the same way as IPSAS 6 
(paragraph 16(a)).  

(c) Apply the same scope requirements to both wholly-owned and partially-owned controlled entities. 
This represents a change to the requirements of IPSAS 6. 

(d) Reconsider whether the scope exemptions in paragraph 4(a)(ii) and (iii) are necessary.  
(e) Defer consideration of the temporary control exemption in IPSAS 6 until the December 2012 

meeting. 

Definitions 

(f) Use the term “benefits” rather than “returns”, with returns being viewed as a subset of benefits. 
Include a definition of benefits. 

(g) Consider alternative terms for “investor” and “investee”. The IPSASB considered that a neutral term 
should be used until an entity has decided that it does control another entity.   

(h) Further consideration of the definition of “relevant activities” is required. There was a concern that 
focusing solely on activities could be inappropriate where an entity has multiple sets of activities 
and reports to different entities in respect of those activities. Any change to the definition of relevant 
activities will also affect the definition and discussion of “power”.  

Control 

(i) Include discussion of statutory independence in the body of the standard (move paragraph AG23.1 
to follow paragraph 11).  

(j) Include guidance on branches of government (for example, legislature, executive, and judiciary) 
and issues that commonly arise in the context of the public sector. 

(k) Delete paragraph 11.1 (which discussed returns to an investee). 
(l) Retain paragraph 15.2 which provides examples of returns to an investor, but delete 

paragraph 15.2(c) and combine (d) to (f). 
(m) Retain paragraph 15.3 which lists examples of non-financial returns, but replace the references to 

specific outcomes with a general reference to “outcomes”. 
(n) Move paragraph 17.1 which discusses congruent objectives to a more appropriate location, 

possibly following paragraph 15. 

Accounting Requirements 

(o) This is one area where the IPSASB agreed that some of the application guidance should be 
relocated into the body of the standard. The IPSASB considered that the requirement to eliminate 
inter-entity transactions should be within the body of the standard. 

Application Guidance 

(p) Provide more explanation to support the conclusions in examples AG10.2A to AG10.2C. 
(q) Delete the guidance on franchises on the basis that franchise arrangements are rare in the public 

sector.  
(r) Consider whether some of the discussion on voting rights (as set out in paragraphs AG34 to 

AG38.1) could be omitted. 
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(s) Make it clear that the childcare centres referred to in Example AG40.4 are not being operated by 
the central government.  

(t) Delete paragraph AG58.1 which discussed examples of principal and agent relationships in the 
public sector. 

(u) Summarize the guidance on remuneration in paragraphs AG56 to AG70. 
(v) Delete the final sentence, in paragraph AG93 regarding the 3 month restriction on differences in 

reporting dates. Ensure that paragraph AG92 is appropriately worded following the change to 
paragraph AG93. 

Basis for Conclusions  

(w) Note how the discussion of powers and rights differs from the (forthcoming) exposure drafts on the 
Conceptual Framework and explain why. 

The IPSASB also considered whether the temporary control exemption in IPSAS 6 should be retained, 
and if not, whether any of the alternative treatments outlined in the agenda papers might be appropriate. 
The IPSASB agreed to continue its discussion of this issue at its December 2012 meeting and to focus on 
three options: 

(a) Remove the exemption and require consolidation of all controlled entities. Additional disclosures 
could be required; 

(b) Retain the exemption but make it more restrictive; and 
(c) Require equity accounting of temporarily controlled entities. 

The IPSASB noted that the New Zealand Accounting Standards Board (NZASB) has issued draft 
guidance regarding the preparation of consolidated financial statements for groups that include public 
sector and other entities. The IPSASB agreed to consider this guidance at its next meeting. 

Update on IASB Investment Entities Project 

The IPSASB noted that the IASB has given a high priority to completing its investment entities project by 
the end of 2012. The IPSASB will continue to monitor this project. 

4. IPSASs and Government Finance Statistics Reporting Guidelines (Agenda 
Item 4) 

Approve Consultation Paper  

Staff introduced the draft consultation paper, CP, IPSASs and GFS Reporting Guidelines, providing a 
summary of its background. The CP had been revised in response to the IPSASB’s June review and 
further inter-meeting reviews by Members and the Task Force during July and August. The IPSASB then 
did a page-by-page review, which identified some revisions for staff action. After a brief discussion the 
IPSASB decided that the paper should have a deadline for responses of 31 March 2013, which would 
reduce timing overlap with the CF EDs (CF–ED2 and CF–ED3) and also allow time for constituents to 
apply both IPSAS and GFS perspectives when reviewing the paper.  
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Approval 

The IPSASB approved the CP for publication. 

The results of the vote were: In Favor 17; Against 0; Abstain 0; Absent 1. The voting details of the 
approval are at Appendix 2, item 11.1. 

The Chairman thanked all Task Force members for the excellent work they had done on the CP and their 
contribution to the project.  

5. Reporting on the Long-term Sustainability of Public Finances (Agenda Item 
5) 

Review Responses to ED 46 

FASAB Presentation 

The Chairman welcomed Tom Allen, Chairman of the US Federal Accounting Standards Advisory Board 
(FASAB), to outline the work of the FASAB on long-term fiscal sustainability reporting (LTFS) reporting for 
the US Federal government. The FASAB has issued a standard, Statement of Federal Financial 
Accounting Standards (SFFAS) 36: Comprehensive Long-Term Projections for the U.S. Government that 
requires the consolidated financial report of the US federal government to present a statement showing 
the present value of projected receipts and non-interest spending under current policy without change for 
all the activities of the federal government. This standard requires full implementation for reporting periods 
beginning after September 30, 2012. Mr. Allen highlighted a particular disclosure that is required which 
illustrates the likely impact of delaying action in meeting the fiscal gap. He considered that this disclosure 
demonstrates the level of changes required to maintain the government’s debt at the same size (in 
relation to the economy) as it was at the beginning of the projection period. 

Review of Responses 

The IPSASB had discussed a detailed review of responses to Exposure Draft (ED) 46, Proposed 
Recommended Practice Guideline (RPG), Reporting on the Long-Term Sustainability of a Public Sector 
Entity’s Finances (hereafter LTFS Report) prepared by staff. ED 46 was issued in October 2011 with 
comments requested by February 29, 2012. The IPSASB had received 38 responses. 

Continue to Develop ED 46 into Final Guidance (Question 1) 

The IPSASB agreed that staff should continue to develop ED 46 into final guidance. 

Specific Matter for Comment (SMC) 1: Characteristic (c) Wide Decision-Making Powers over Service 
Delivery Levels (Question 2) 

The IPSASB discussed characteristic “(c) Wide decision-making powers over service delivery levels”, 
which is one of the characteristics which may indicate that an entity has users for LTFS information. The 
IPSASB directed that this wording should be revised to read: 

“The power and ability to determine the nature, level and method of service delivery including 
the introduction of new services.” 
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SMC 2: Suggestions to Change the Name of the Vulnerability Dimension (Question 3) 

Several respondents suggested that the name of the vulnerability dimension should be changed. The 
IPSASB agreed that this dimension should continue to be named vulnerability, subject to the point below 
relating to amending the definition of vulnerability. 

SMC 2: Definition of the Vulnerability Dimension (Question 4) 

Several respondents had comments on the definition of vulnerability. A member commented that fiscal 
capacity deals with debt levels, service capacity deals with service delivery levels and as this dimension 
should deal with revenue levels it could be renamed “revenue-raising capacity.” Another member 
considered that this dimension should include two aspects: (a) to what extent is the entity affected by 
changes in the environment, and (b) the entity’s ability to react to that. Another member considered that 
this dimension relates to the degree of dependence on another body and perhaps could be called 
“capacity to influence revenues.” The IPSASB directed staff to amend the definition to reflect the above 
discussion. It was noted that the dimension was based on a definition in the Canadian Public Sector 
Accounting Board’s literature and that further consideration of that definition may help with re-drafting. 

SMC 2: Service Capacity (Question 5) 

Some respondents commented on the meaning of “volume and quality” and “current recipients” in the 
definition of service capacity. A member suggested that the definition should be amended to refer to 
services “provided to recipients.” Another member suggested that an entity should disclose how the entity 
has modelled the volume and quality of a program. 

SMC 2: Current and Future Policy (Question 6) 

Several respondents had comments on what is meant by current and future policy. A member 
commented that the way an entity treats fiscal drag can be a big issue and the entity may not necessarily 
have a policy of fiscal indexation. The way paragraph 40 is currently worded it is quite specific that policy 
should be kept constant. This member considers that a better projection of revenue will take fiscal drag 
into account and suggested that the wording in paragraph 40 is softened. This would allow entities to 
move from a current policy setting where appropriate. The proposed RPG should have a recommended 
disclosure on this point. 

The IPSASB did not agree that the proposed RPG should refer to “known future policy” when discussing 
policies that are known to be changing. Instead the IPSASB suggested that “known events with decisions 
that have been made” is the appropriate phrase to use.  

SMC 2: Qualitative Characteristics and Materiality (Question 7) 

Several respondents suggested that the proposed RPG should refer to the qualitative characteristics of 
financial reporting (QCs) and materiality. Staff proposed that a new sub-section be added to describe (a) 
the elements of a LTFS Report, (b) describe how it can provide a faithful representation on an entity’s 
fiscal sustainability, (c) explain that it should meets the QCs, and (d) explain that only material information 
should be included. A member considered that any guidance on QCs could be considered to be an 
interpretation of the QCs and cautioned against including a separate section on the QCs. Another 
member considered that there should not be a reference to what should be included in a LTFS Report. 
Another view expressed by members was that it may be useful if the proposed RPG has a stated 
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objective as that may help preparers consider what a faithful representation is when there is such a broad 
range of LTFS reporting.  

SMC 2: Paragraph 27 (Question 8) 

Some respondents commented on paragraph 27. A member expressed a view that a LTFS Report is 
trying to “faithfully represent” a set of assumptions and that this is explained in paragraphs 50 and 51. 
This member shared the concerns of respondents and considered that paragraph 27 should explain that 
LTFS information should be useful and that “faithfully represented” should be replaced with “useful.” Staff 
explained that “faithful representation” in this paragraph was trying to explain that if a LTFS Report 
includes all three dimensions then it is more likely to be complete and useful.  

The IPSASB agreed that this part of the proposed RPG should reflect: (a) the objectives of financial 
reporting and user needs, (b) an explanation of faithful representation including that LTFS information is 
more likely to be useful if it is complete, and (c) the necessity of a narrative explanation. A member also 
suggested that where a preparer departs from aspects of the proposed RPG, they should ensure that the 
LTFS Report still achieves a fair presentation. 

SMC 3: Disclosures (Question 9) 

Several respondents commented on disclosures. The IPSASB agreed with the staff’s proposed changes 
to the sub-section on Disclosure of Principles and Methodologies. These changes were to: (a) separate 
the recommended disclosures from the related explanation, (b) include an overarching recommendation 
that disclosures should be sufficient to meet users’ needs, (c) include recommended disclosure of 
changes in assumptions and methodologies from the previous reporting period, and (d) include 
recommended disclosure of the reasons for changes in the dimensions from the previous reporting 
period. 

SMC 3: Relationship between Projections, Budgets and Forecasts (Question 10) 

Several respondents suggested that the relationship between projections, budgets and forecasts should 
be clarified. The IPSASB did not agree with the staff’s proposed explanation of this relationship and 
directed staff to consider international guidance, such as that issued by the OECD,. which defines these 
terms. 

SMC 3: Long-Term Budgets and Forecasts (Question 11) 

Staff asked the IPSASB to clarify whether or not 10-year budgets or forecasts, such as the Long Term 
Plans presented by local government entities in New Zealand, are within the scope of the proposed RPG. 
A member considered that budgets should not be within the scope of the proposed RPG and that it needs 
to be made clear that only projections are within the scope. The proposed RPG should include the notion 
of substance over form. In other words, the term projection is described or defined (see Question 10 
above) and if a budget or forecast meets that definition, then it can be used. Another member was 
concerned that the inclusion of references to budgets could lead to projections being based on political 
promises rather than current policy. Another member suggested that the proposed RPG needs to define 
“long-term.” Staff responded that the time horizon of long-term fiscal sustainability reporting varies and 
that, while it is feasible to provide factors that need to be taken into account in determining a time horizon, 
providing bright lines is not appropriate. 
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Other Issues: To which Entity should the Proposed RPG Apply? (Question 12) 

Several respondents commented on the level of government and nature of the entity to which the 
proposed RPG should apply. A member commented that the problem is that the nature of entities varies 
and a large local authority could be bigger than a small province or state. Therefore specifying the tier of 
government or type of entity to which the proposed RPG should apply is not feasible. Another member 
commented that the guidance on the type of judgments required will be similar irrespective of the size of 
the entity. The proposed RPG deliberately does not go into detail because of this. Another member 
commented that many readers of ED 46 consider that it applies to whole of governments only. A member 
commented that many entities will be able to use information given in other existing reports in preparing 
LTFS reports. The IPSASB directed the staff to consider whether certain examples should be developed. 

Other Issues: Position of LTFS Report Relative to GPFSs (Question 13) 

Several respondents commented on the relationship of a LTFS Report to the GPFSs and suggested that 
this issue should be clarified. The IPSASB agreed that the following wording should be added to 
paragraph 17: 

“Long-term fiscal sustainability information may be published as a separate report or as part of 
another report. It may be published at the same time as the GPFSs or at a different time.” 

Other Issues: Audit and assurance (Question 14) 

Several respondents expressed a range of views as to whether or not a LTFS Report could or should be 
audited or otherwise be subjected to assurance and wondered whether this should be reflected in the 
RPG.  

The IPSASB also agreed that staff should contact the International Organisation of Supreme Audit 
Institutions (INTOSAI) because they are doing some work in this area. A member commented that in 
addition to International Standard on Assurance Engagements (ISAE) 3000, Proposed International 
Standard on Assurance Engagements, the IAASB has a standard on prospective information, ISAE 3400, 
The Examination of Prospective Financial Information. 

Other Issues: Respondents who do not Support ED 46 

A small number of respondents expressed strong opposition to ED 46. A member commented that the 
opposition from a specific jurisdiction might be addressed if the proposed RPG explained clearly that it is 
not concerned with budgets and policy decisions. Rather the purpose of the proposed RPG is to get 
additional information for decision-making and accountability purposes. These issues should be explained 
in the proposed RPG and BC5 may need consequential amendments. 

Other Issues: Definitions (Question 15) 

Several respondents suggested that the definitions of indicators need to be clarified, e.g., is the definition 
of net debt referring to the IPSASB definition of liabilities or the GFS definition of liabilities. The IPSASB 
directed the staff to prepare an issues paper to consider at the December 2012 meeting on how the 
definitions of indicators might be clarified. 

The IPSASB agreed that the proposed RPG should include a glossary of the relevant terms that are 
already defined in IPSASs, such as “cash equivalents.”, rather than simply referring to usage elsewhere in 
IPSASs If this glossary is several pages long then this decision may need to be revisited. 
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The IPSASB agreed that terms used in the proposed RPG need to be checked for consistency against 
similar terms in the Conceptual Framework project.  

Next Steps 

The IPSASB directed the staff to prepare an issues paper to consider at the December 2012 IPSASB 
meeting on whether or not the proposed guidance should be an RPG or a standard. 

The IPSASB agreed that it would be helpful if the LTFS Task Force is re-engaged for the development of 
the draft RPG. 

At the December 2012 meeting, the IPSASB will also consider a draft RPG (acknowledging that the 
status of the guidance will be considered separately) revised for the decisions made above. 

6. Financial Statement Discussion and Analysis (Agenda Item 6) 

Review Responses to Exposure Draft 

The IPSASB considered 37 responses to ED 47, Financial Statement Discussion and Analysis. 

The IPSASB agreed with staff’s assessment that there was overall support for continuing to develop the 
material because financial statement discussion and analysis (FSDA) is important to understanding an 
entity’s financial statements.  

ED 47 set out seven SMCs, The IPSASB considered staff proposals on those SMCs as noted below. 

SMC 1 – Issue as an IPSAS 

ED 47 proposed that the material should be issued as a mandatory IPSAS that would be followed 
whenever an entity prepared IPSAS accrual-based financial statements. SMC 1 asked respondents if 
they agreed that the guidance should be published as an IPSAS.  

Respondents were roughly evenly split on whether it was appropriate to issue an IPSAS at the present 
time. Staff proposed therefore that the guidance be issued as a different form of pronouncement, such as 
a RPG as was suggested by some respondents. Staff noted that the ED assumed an entity would be 
subject to an audit following the IFAC’s International Standards on Auditing (ISAs –a respondent noted 
that this assumption would not always be correct. Some members noted that entities would be subject to 
some form of assurance, even if the standards followed are not the ISAs. 

Ian Mackintosh, the IASB Observer, pointed out that the private sector regulators generally mandated the 
requirement to produce management commentary. The IASB believes it is up to individual jurisdictions to 
make their own judgments on matters such as which entities should present management commentary, 
whether the inclusion of management commentary with the financial statements is necessary to asset 
compliance with IFRSs, and the level of assurance to which management commentary should be 
subjected. It was noted that in the public sector, FSDA may also be subject to a legislative or other 
requirement to prepare FSDA.  

Mr. Mackintosh also expressed concern that it is hard to draw a line around what is within the scope of 
FSDA.   

Many respondents noted problems with asserting compliance with IPSASs if they did not follow the 
proposed IPSAS on FSDA, and with related issues regarding the financial statement audit. A member 
pointed out that in his jurisdiction a qualified opinion could be provided on the financial statements 
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indicating that the financial statements are presented fairly “except for the FSDA”. Some members noted 
that the audit/assurance issue is not the main reason for not issuing an IPSAS.   

The Chairman asked members to describe their jurisdiction’s FSDA practice. Members noted a variety of 
regimes ranging from no requirement, to voluntary preparation, to mandatory preparation as part of the 
financial statements with an audit opinion.  

Some members indicated that in their jurisdiction, the audit community had indicated they would have 
difficulty in auditing FSDA based on the imprecise proposed requirements in ED 47.  

Some members expressed a similar concern with the level of precision for FSDA content set out in ED 47 
and noted that work would need to be done on ED 47 to increase the precision of the required content. It 
was also noted that it would be possible to comply with the FSDA pronouncement with a wide variety of 
disclosures among entities because of the flexibility permitted under the ED 47 requirements. 

A member reiterated a previous concern that the IPSASB should first consider whether a separate suite 
of pronouncements should be used for the other types of general purpose financial reports (GPFRs) 
being proposed. It was noted, however, that this approach could create confusion about the levels of 
authority among various pronouncements. Some members also expressed the concern that it may not be 
appropriate to issue the FSDA guidance as an IPSAS because the IPSASB is proposing that guidance on 
long-term fiscal sustainability should be issued as a RPG. Issuing the FSDA guidance as an IPSAS will 
open the door to other non-financial statement guidance being issued in IPSASs which could also create 
further issues with an entity’s ability to assert compliance with IPSASs. 

Some members noted that FSDA is essential to understanding the financial statements. It was indicated, 
however, that the guidance could be considered important to understanding the financial statements 
without being essential to the fair presentation of the financial statements. 

Members noted it was important to work with the audit community to determine the specific concerns with 
a view to improving the material in ED 47 so that it would be capable of being audited, subject to some 
form of assurance engagement where appropriate. 

Staff had also proposed adding more guidance on prospective information if the guidance were issued as 
a RPG. The IPSASB did not support this proposal in light of the decision to continue to develop the 
material as an IPSAS. 

Tentative IPSASB Positions 

The Chairman asked for a show of support for the staff proposal to issue the material as a RPG. The 
IPSASB disagreed with staff’s proposal, and tentatively agreed the guidance should continue to be 
developed as an IPSAS, taking into account its decisions on other issues below. 

The IPSASB also tentatively agreed not to require prospective information in FSDA. 

SMC 2 – Amendment to IPSAS 1 

ED 47 proposed an amendment to IPSAS 1 to clearly distinguish FSDA from the financial statements. 
Staff proposed retaining the amendment based on some respondents’ concerns that FSDA was not 
clearly distinguished from the notes to the financial statements. 

Some members suggested that if FSDA is mandatory, it should be part of the financial statements. A 
member expressed the view that FSDA is a necessary element of financial statements. It was noted that 



Draft Minutes September 2012 IPSASB Meeting (For Comment) 
IPSASB Meeting (December 2012) 

Prepared by: Joy Thurgood (October 2012) Agenda Item 1.3 Page 21 of 33 
 

financial statement users were likely to view FSDA as part of the financial statements regardless of what 
is indicated in the pronouncement or in the FSDA. A member noted the amendment to IPSAS 1 is 
important because implementation may be affected in certain jurisdictions if FSDA is specifically included 
in the financial statements.  

Members also noted that IPSAS 1 contains an exemption (paragraphs 31 – 34) to allow entities to not 
follow an IPSAS if the IPSAS results in misleading information. Guidance is provided on additional 
disclosures in such circumstances.  

Tentative IPSASB Position 

The IPSASB tentatively agreed to retain the amendment to ISPAS 1 as set out in ED 47.  

SMC 3 – Distinction of FSDA from Notes and other GPFRs 

ED 47 provided some guidance on distinguishing FSDA from the financial statements and from other 
GPFRs. Some respondents asked for greater clarity. The IPSASB considered, but did not reach a 
conclusion on proposed changes to this wording. The proposals for greater clarity in the scope of FSDA 
will be considered at a future IPSASB meeting along with other proposed wording changes. 

SMC 4 – Required Content of FSDA 

ED 47 proposed minimum required content for FSDA. A number of specific comments were made on the 
content.  

Tentative IPSASB Position 

Members agreed it would be appropriate to defer discussion of the changes in content. Such changes 
should aim to make FSDA disclosure and presentation more precise (in line with SMC 1) taking into 
account respondents’ specific concerns with the content proposed in ED 47. 

SMC 5 – Transitional Provisions 

ED 47 set out proposed Transitional Provisions for adopting FSDA. The Transitional Provisions were 
supported by respondents, however some respondents suggested they were not required if the material is 
not issued as an IPSAS. Staff had proposed deleting the Transitional Provisions if the guidance was 
issued as a RPG. Staff noted that it would be necessary to take into consideration any first-time adoption 
issues, in conjunction with the IPSAS first-time adoption project. 

Tentative IPSASB Position 

The IPSASB tentatively agreed to retain the Transitional Provisions as set out in ED 47. 

SMC 6 – Implementation Guidance 

ED 47 provided Implementation Guidance on the following matters: 

• Section A – Applicability of the Qualitative Characteristics of Financial Statements to FSDA 
• Section B – Examples of Information about the Entity’s Financial Statements 
• Section C – Examples of Information about Variances and Trends 

Staff had proposed (1) retaining Section A, (2) deleting the detailed examples in Section B, and (3) 
incorporating Section C in the body of the guidance. Members stressed that if Phase 1 is approved before 
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this guidance, and consequential changes were made to IPSAS 1 to include the QCs for GPFRs, Section 
A may not be required.  

Tentative IPSASB Positions 

In light of the IPSASB’s decision on SMC 1 to continue to develop the guidance as an IPSAS, the 
IPSASB tentatively agreed to retain the Implementation Guidance. The IPSASB will reconsider the need 
for Section A in light of future decisions on Phase 1 of the Conceptual Framework.  

Staff will also consider in detail, respondents’ comments on the Implementation Guidance content at a 
future ISPASB meeting. 

SMC 7 – Illustrative Example 

ED 47 contained an Illustrative Example for a central government entity to help illustrate the intent of the 
guidance. When ED 47 was approved members noted the negative aspects of providing examples (i.e., 
that the example would be used as a template for preparation of FSDA that would impede the tailoring of 
FSDA to the specific circumstances of the entity). It was noted at that time that the example could be 
deleted from the final pronouncement. 

Respondents had a number of specific comments on the example and some suggested developing a 
second example for a smaller entity.  

Staff had proposed deleting the example in light of the earlier concerns about providing detailed 
examples, the use of the IPSASB resources to develop such an example, and the fact that there are 
‘best-practice’ examples available from other sources. A member expressed the view that such examples 
are critical for entities to implement the FSDA guidance.  

IPSASB Position 

The IPSASB agreed to delete the Illustrative Example. 

Definitions 

The ED defined FSDA. Respondents to ED 47 suggested certain changes to the definition to clarify the 
scope of FSDA. Staff had proposed changes to the definition to address respondents’ concerns. Staff had 
also proposed adding a definition of ‘prospective information’ to support the proposed guidance.  

Tentative IPSASB Positions 

Members deferred discussion of changes to the definition of FSDA. Members agreed to delete the 
proposed new definition of ‘prospective information’. 

7. Service Performance Reporting (Agenda Item 7) 

Review Responses to Consultation Paper 

The IPSASB began discussions of the responses received on the CP, Reporting Service Performance 
Information. The IPSASB confirmed Preliminary View (PV) 1, the reporting of service performance 
information is necessary to meet the objectives of financial reporting (accountability and decision-making) 
as proposed in the Conceptual Framework Exposure Draft, Conceptual Framework for General Purpose 
Financial Reporting by Public Sector Entities: Role, Authority and Scope; Objectives and Users; 
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Qualitative Characteristics; and Reporting Entity.  The IPSASB tentatively agreed that any future due 
process document should define service performance reporting in a manner that incorporates both the 
objectives of accountability and decision-making.  The IPSASB also tentatively agreed that service 
performance information is necessary for public sector entities to fulfill their duty to be publicly 
accountable for non-financial as well as financial resources and that this should be clarified in any future 
due process document. 

The IPSASB confirmed PV 2, which stated that developing a standardized service performance 
information terminology for the reporting of service performance information is appropriate, and the 
standardized terminology should include the seven terms included in Table A of the CP.  The IPSASB 
tentatively agreed on the following definitions, based on the feedback received from respondents, for the 
seven terms to be included in the standardized service performance information terminology: 

Objective—An objective is a statement of the results a reporting entity is aiming to achieve.  (No change 
from the definitions proposed in the Consultation Paper) 

Performance Indicators—Performance indicators are quantitative measures and/or qualitative 
discussions of the nature and extent to which a reporting entity is using resources, producing outputs, and 
achieving its objective. 

Inputs—Inputs are the resources of a reporting entity used to produce outputs that are used in achieving 
its objectives. 

Outputs—Outputs are the goods and services, including transfers to others, provided by a reporting 
entity in achieving its objectives.  

Outcomes—Outcomes are the impacts of outputs that are used in achieving the reporting entity’s 
objectives. 

Efficiency Indicators—Efficiency indicators are measures of the relationship between inputs and outputs 
or inputs and outcomes. 

Effectiveness Indicators—Effectiveness indicators are measures of the relationship between outputs or 
actual outcomes and objectives. 

The IPSASB agreed not to include a definition of economy indicators. The IPSASB agreed that immediate 
and intermediate outcomes could be included in discussion, but that these terms should not be defined. 
The IPSASB considered other terms identified by respondents (for example, activities and processes) but 
agreed not to include any further definitions.  

The IPSASB will continue discussing the responses received on the CP and the remaining PVs at its 
December 2012 meeting. 

8. First-time Adoption of Accrual IPSASs (Agenda Item 8) 

Discuss Issues 

Matter for Consideration 1: Confirmation of Minimum Information Required in an Entity’s First IPSAS 
Financial Statements 

Staff noted that compared to the Issues Paper provided to the IPSASB in the out-of-session review staff 
added an opening statement of financial position as an additional item of minimum information required at 
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first-time adoption of accrual basis IPSASs. With regard to item g) “notes disclosures that enhance, 
complement and supplement the financial statements” of the list of the proposed required minimum 
information in paragraph 5 of the Issues Paper it was clarified that entities would be required to present 
notes disclosures referring specifically to first-time adoption (e.g., a reconciliation statement). 

The IPSASB confirmed the outlined minimum information required in an entity’s first IPSAS financial 
statements besides the requirement to present a comparison of budget and actual information (when the 
entity makes publicly available its approved budget). Some members were of the view that this 
information is not useful for users of first-time adoption IPSAS financial statements. An example was 
provided that in the case where the entity continues to apply the cash basis for its budget the preparation 
of such a reconciliation statement could be onerous. In this context, members expressed the view that the 
intention of the ED should not be to constrain the transition to IPSASs. It was considered that a 
comparison of budget and actual information is “nice to have” but is not seen as an essential piece of 
information.  

Other members were of the view that irrespective of the previous basis of accounting entities should be 
able to prepare and present the required budget information according to IPSAS 24 in their first IPSAS 
financial statements. They noted that the requirement to present such information is also a unique feature 
of IPSASs and should therefore be required for an entity’s first IPSAS financial statements. A discussion 
whether an entity should be required to present such a comparison at first-time adoption was deferred to 
the December 2012 IPSASB meeting. 

Matter for Consideration 2: Confirmation of Set of Criteria for the Assessment of Transitional Provisions 

The IPSASB also confirmed the proposed set of criteria for the assessment of transitional provisions as 
well as the use of the “Qualitative Characteristics of, and Constraints on, Information Included in GPFRs” 
as outlined in CF–ED1. As the fair presentation consideration might lead to the conclusion that specific 
transitional provisions could not be provided it was suggested that practical complexities or difficulties of a 
transitional accounting issue should be considered as a separate criterion in the assessment of 
transitional provisions. Such a complexity consideration could also be useful in the IPSASB’s 
consideration as to whether an entity should be required to run two accounting systems in parallel in order 
to be able to present reconciliations.  

It was mentioned that the complexity or practical difficulty of a transitional accounting issue depends on 
an entity’s previous basis of accounting. It was noted that staff has already considered such practical 
difficulties (a) in the identification of a transitional accounting issue, and (b) in the cost dimension of the 
qualitative characteristics section. In this context the issue was also raised whether a complexity or 
difficulty consideration of a transitional accounting issue might always lead to the conclusion that relief 
should be provided. The requirement to present consolidated financial statements at first-time adoption 
was mentioned as an example. Despite the practical difficulties involved in consolidations, the IPSASB 
might come to the conclusion that relief should not be provided. 

Furthermore, it was recommended that there be differentiation between transitional provisions which (a) 
allow for fair presentation, and (b) transitional provisions where an entity will likely not be able to assert 
fair presentation at first-time adoption, but relief is necessary because of the complexity of the issue. For 
the latter category the ED should alert entities where they will not be able to assert fair presentation. As a 
result, each transitional provision needs to be categorized accordingly. As a result the approach used by 
staff for the assessment of transitional provisions needed to be adapted as shown in the chart that 
follows: 
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Matter for Consideration 3: Assessment of Transitional Provisions 

In the second part of the session the IPSASB discussed (a) the assessment of proposed transitional 
provisions of IPSAS 1 to IPSAS 18 based on the predefined set of criteria and (b) the relief proposed for 
the ED on First-time Adoption of Accrual Basis IPSASs. It was noted that staff should also bring back to 
the next IPSASB meeting the analysis of those IPSASs which have not been included in the Issues Paper 
considered at the September 2012 IPSAB meeting. 

IPSAS 1: Provision of comparative information in an entity’s first IPSAS financial statements 

The IPSASB confirmed its view expressed at the June 2012 meeting to only encourage, but not require, 
entities to provide comparative information in an entity’s first IPSAS financial statements. 

IPSAS 4: Accounting for cumulative translation differences at first-time adoption of IPSASs 

The IPSASB agreed with staff’s proposal to incorporate the transitional provisions in IPSAS 4 in the first-
time adoption ED. 
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The Chairman outlined a case where entities have problems with the requirement of IPSAS 4.44 (b) 
where revenue and expenses shall be translated at exchange rates at the dates of the transaction. In the 
case being referred to, the entity was only able to translate such foreign exchange transactions at a 
monthly organization-wide fixed rate. The IPSASB discussed that this issue might only be of relevance 
where exchange rates are volatile. If exchange rates are volatile the issue could become material to an 
entity’s first IPSAS financial statements. A view was expressed that giving entities the possibility to use an 
average exchange rate could be helpful in this situation. The IPSASB concluded that relief on this 
requirement could be in basket 2 (i.e., relief should be provided but fair presentation may not be 
achieved). Staff will work in conjunction with the TBG on an appropriate transitional provision for this 
issue and will present this at the next meeting to the IPSASB. 

IPSAS 5: Retrospective capitalization of borrowing costs where the allowed alternative treatment is 
applied 

The IPSASB generally supported that relief for entities following the allowed alternative treatment at first-
time adoption of accrual basis IPSASs should be provided. Those entities should be allowed to capitalize 
only those borrowing costs incurred after the date of transition to IPSASs. As the transitional provision in 
IPSAS 5 will stay, a reference will be made from the ED on first-time adoption to IPSAS 5.41. It was 
confirmed that for first-time adoption the reference to the effective date in IPSAS 5.41 shall be interpreted 
as the date of transition to accrual basis IPSASs. It was also discussed whether such a transitional 
provision would fall in basket 1 or basket 2 as shown in the revised chart above. One member expressed 
the view that such relief would fall in basket 2. On the other hand, it was stated that borrowing costs for 
qualifying assets incurred after the date of transition to accrual basis IPSASs need to be capitalized, 
whereas retrospective recognition of borrowing costs for qualifying assets is not required and an entity 
can provide this information in its significant accounting policy section in the notes. Providing that 
information to users will allow for fair presentation of an entity’s first IPSAS financial statements. It was 
noted that also materiality of the borrowing costs could determine whether the issue would affect fair 
presentation or not. 

One member added with respect to IPSAS 5 that also relief could be considered for the case where an 
entity has capitalized borrowing costs under its previous basis of accounting and decides to cease 
capitalization at first-time adoption. The question is whether entities are required to retrospectively 
expense the accrued borrowing costs and to restate the cost of the qualifying asset. Staff will work in 
conjunction with the TBG on an appropriate transitional provision for this issue and will present this at the 
December 2012 IPSASB meeting. 

IPSAS 6: Requirement to present consolidated financial statements at first-time adoption of accrual basis 
IPSASs 

The IPSASB expressed the view that providing a transitional provision that allows an entity to not present 
consolidated financial statements would not result in fair presentation and therefore relief should not be 
provided to entities. It was mentioned that not only federal governments face major complexities in 
preparing consolidated financial statements but that state and regional governments may also face them. 
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IPSAS 6 and 8: 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  

While the agenda papers proposed no transitional provision for IPSAS 6-8, the IPSASB generally 
supported the view that relief regarding the full elimination of 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) could be provided at first-time adoption. Staff 
should consider whether such relief could be classified as a 2nd basket transitional provision.   

IPSAS 7 and 8: Determination of the initial cost of (i) a controlled entity in the separate opening IPSAS 
statement of financial position; (ii) an investment in an associate in the separate opening IPSAS 
statement of financial position 

The IPSASB generally supported the view that the relief as provided by IFRS 1 First-time Adoption of 
International Financial Reporting Standards paragraph D15 and adapted for IPSASs should be provided 
at first-time adoption.  

IPSAS 8: Measurement of jointly controlled assets and liabilities at first-time adoption (cf. IPSAS 8.22 et 
seq.)  

The IPSASB generally supported the view that the proposed clarification that a venturer is allowed to 
make use of the transitional provisions of the IPSAS on first-time adoption also for jointly controlled assets 
and liabilities should be provided. 

IPSAS 11: Retrospective recognition of contract costs that relate to future activity on the contract 
(provided it is probable that they will be recovered) 

The IPSASB generally supported the view that no transitional provision on such contract costs should be 
given. Entities within the scope of IPSAS 11 would be required to retrospectively account for these costs. 

IPSAS 12: Initial measurement of inventories 

Members expressed the view that where entities have acquired inventories in a transaction and cost 
information is not available they should be allowed to use the deemed cost approach. Entities should be 
allowed to use a deemed cost approach for (a) inventories acquired through a non-exchange transaction, 
and (b) inventories held for (i) distribution at no charge or for a nominal charge, or (ii) consumption in the 
production process of goods to be distributed at no charge or for a nominal charge. 

The IPSASB stressed the importance of appropriate transitional provisions for inventories recognized in 
the opening IPSAS statement of financial position (e.g. for international organizations or military/defence 
entities). 

IPSAS 13 

The discussion of the transitional provisions for IPSAS 13 were deferred to the next meeting. 

IPSAS 16: Initial measurement of investment property  

The IPSASB generally supported the view that entities should be allowed to use the deemed cost 
approach based on fair value for investment property as provided by IFRS 1.D5-D7 if the entity elects to 
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use the cost model in IPSAS 16. The deemed cost approach should also be allowed for investment 
property acquired at no cost, or for a nominal cost. 

In analogy to the discussion on recognition of property, plant, and equipment it was suggested that staff 
should consider a grace period for the recognition of investment property on the basis that such relief is 
going to be classified as a basket 2 transitional provision. 

IPSAS 17: Recognition of property, plant and equipment at first-time adoption of IPSASs  

The IPSASB concluded that staff should consider a grace period for the recognition of property, plant, and 
equipment on the basis that such relief is going to be classified as a basket 2 transitional provision. 

IPSAS 17: Initial measurement of property, plant and equipment  

The IPSASB expressed the view that entities should be allowed to use the deemed cost approach based 
on fair value for property, plant, and equipment as provided by IFRS 1.D5-D7 under IPSAS at first-time 
adoption. Entities should also be allowed to use the deemed cost approach for items of property, plant, 
and equipment that were acquired at no cost, or for a nominal cost. 

IPSAS 18: Requirement to report financial information by segments  

The IPSASB was of the view that 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). It was mentioned that the length of the grace period should be in line with grace 
periods given in other standards. The IPSASB generally supported the view that such a transitional 
provision should be considered as a basket 1 transitional provision. 

Next Steps 

For the December 2012 IPSASB meeting, staff and the TBG are to (a) analyze the transitional accounting 
issues for IPSAS 19 to IPSAS 32, and (b) re-draft the Exposure Draft based on results achieved at the 
September 2012 meeting. 

The aim of the IPSASB is to approve an ED on First-time Adoption of Accrual Basis IPSASs at its March 
2013 meeting. 

9. Closing Remarks and Conclusion of Meeting 
The Chairman expressed gratitude to Bob Attmore and the GASB for hosting the meeting and to David 
and Carol Bean for organizing and hosting the event on September 17. He thanked Tom Allen for 
providing an overview of the US experience in reporting on long-term sustainability. 

He congratulated the IPSASB and staff for approval of the two Conceptual Framework EDs and of the CP 
on IPSASs and Government Finance Statistics Reporting Guidelines. He also noted the good progress 
made on other projects considered at this meeting. 

The meeting concluded at 4 pm on September 20, 2012. 
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10. Appendix 1 – September 2012 Action List 
 

Action Required Person(s) 
Responsible 

Date to be Completed 

1.  Conceptual Framework—General John Stanford  

• Update and re-circulate CF project plan  October 19, 2012 

2. Conceptual Framework—Elements Grant Macrae / 
John Stanford 

 

• Finalize CF–ED2 based on comments from 
Members 

 October 31, 2012 

• CF–ED2 to be published (with a consultation 
period to April 30, 2013)  

 October 31, 2012 

• Finalize At a Glance document   October 31, 2012 

3. Conceptual Framework—Measurement John Stanford  

• Finalize CF–ED3 based on comments from 
Members 

 October 31, 2012 

• CF–ED3 to be published (with a consultation 
period to April 30, 2013)  

 October 31, 2012 

• Finalize At a Glance document   October 31, 2012 

4. Conceptual Framework—Presentation Gwenda Jensen  

• Develop draft CF–ED4 in conjunction with TBG   November 9, 2012 

5. Update of IPSASs 6–8 Joanne Scott  

• Revise draft Exposure Draft based on IFRS 10  November 12, 2012 
• Develop draft Exposure Drafts based on IFRS 11 

and IFRS 12 
 November 12, 2012 

6. IPSASs and GFS Gwenda Jensen  

• Finalize CP based on comments from Members  October 20, 2012 
• CP to be published (with a consultation period to 

March 31, 2013)  
 October 20, 2012 

• Finalize At a Glance document   October 20, 2012 

7. Long-Term Fiscal Sustainability Annette Davis /  
John Stanford 

 

• Develop guidance for different types of entities 
(central government, state government, small local 
government entity) 

 TBD 

• Develop Issues Paper covering: 
o Definitions of indicators – clarification of 

whether they relate to IPSAS or statistical 
definitions and whether projections are 
prepared on cash or accrual basis 

o Pros and cons of RPG versus standard 
o Use of similar terms in CF 

 TBD 

• Develop draft RPG  TBD 
• Re-activate Task Force  TBD 
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Action Required Person(s) 
Responsible 

Date to be Completed 

8. Financial Statement Discussion and Analysis Annette Davis  

• Develop draft IPSAS in conjunction with TBG   November 19, 2012 

9. First-Time Adoption of Accrual Basis IPSASs Jens Heiling  

• Develop or update Issues Papers (in conjunction 
with TBG) covering: 
o Update assessments of transitional provisions 

for IPSAS 1 to IPSAS 18 (include complexity 
and practical difficulties as an additional 
criterion) and include those IPSASs where staff 
did not identify transitional accounting issues 

o Develop assessments of transitional provisions 
for IPSAS 19 to IPSAS 32  

 November 19, 2012 

• Update approach applied for the assessment of 
transitional provisions in conjunction with TBG 

 October 15, 2012 

• Revise draft ED in conjunction with TBG  November 19, 2012 

10. Communications Staff  

• Action List posted to Intranet Annette Davis September 27, 2012 
• Power Point presentations posted to Intranet Leah Weselowski September 27, 2012 
• Draft minutes posted to Intranet TBD October 11, 2012 
• Update IPSASB Summary of IASB Work Plan and 

Tracking Table 
Annette Davis November 19, 2012 

• Meeting Highlights posted to Internet Annette Davis September 27, 2012 
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11. Appendix 2 – Voting Record 
11.1 Vote #1 – Approve Consultation Paper – IPSASs and Government Finance Statistics 

Reporting Guidelines  

 
Agenda Item #4 Minutes Item 4 Date Vote Taken September 18, 2012 

Description 
Consultation 

Paper 

IPSASs and 
Government 

Finance Statistics 
Reporting 
Guidelines 

Approved at 
meeting 

Final Standard  □ ED  □ CP  Other □ 

 

IPSASB MEMBER FOR AGAINST ABSTAIN ABSENT NOTES 

Andreas Bergmann, Chairman √     

David Bean, Deputy Chairman √     

Ian Carruthers √     

Marie-Pierre Cordier    √  

Mariano D’Amore √     

Rachid El Bejjet √     

Sheila Fraser √     

Kenji Izawa √     

Hong Lou √     

Masud Mazaffar √     

Thomas Müller-Marqués 
Berger √     

Anne Owuor √     

Jeannine Poggiolini √     

Ron Salole √     

Adriana Tiron Tudor  √     

Isaac Umansky √     

Ken Warren √     

Tim Youngberry √     

TOTAL 17 0 0 1 18 
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11.2 Vote #2 – Approve Exposure Draft CF-ED2 – Elements  

MEMBER VOTING RECORD 
 

Agenda Item #2 Minutes Item 2 Date Vote Taken September 20, 2012 

Description 

Conceptual 
Framework 

CF–ED2 
Elements 

Approved at 
meeting 

Final Standard  □ ED   CP □ Other □ 

 

IPSASB MEMBER FOR AGAINST ABSTAIN ABSENT NOTES 

Andreas Bergmann, Chairman √     

David Bean, Deputy Chairman √     

Ian Carruthers √     

Marie-Pierre Cordier    √  

Mariano D’Amore  √    

Rachid El Bejjet √     

Sheila Fraser √     

Kenji Izawa √     

Hong Lou √     

Masud Mazaffar √     

Thomas Müller-Marqués 
Berger √     

Anne Owuor √     

Jeannine Poggiolini  √    

Ron Salole √     

Adriana Tiron Tudor √     

Isaac Umansky √     

Ken Warren   √   

Tim Youngberry √     

TOTAL 14 2 1 1 18 
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11.3 Vote #3 – Approve Exposure Draft CF-ED3 – Measurement 

MEMBER VOTING RECORD 
 

Agenda Item #2 Minutes Item 2 Date Vote Taken September 20, 2012 

Description 

Conceptual 
Framework 

CF–ED3 
Measurement 

Approved at 
meeting 

Final Standard  □ ED   CP □ Other □ 

 

IPSASB MEMBER FOR AGAINST ABSTAIN ABSENT NOTES 

Andreas Bergmann, Chairman √     

David Bean, Deputy Chairman √     

Ian Carruthers √     

Marie-Pierre Cordier    √  

Mariano D’Amore   √   

Rachid El Bejjet √     

Sheila Fraser √     

Kenji Izawa √     

Hong Lou √     

Masud Mazaffar √     

Thomas Müller-Marqués 
Berger √     

Anne Owuor √     

Jeannine Poggiolini √     

Ron Salole    √  

Adriana Tiron Tudor √     

Isaac Umansky √     

Ken Warren  √    

Tim Youngberry √     

TOTAL 14 1 1 2 18 
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