
 

 
 

 
 
 
Stephenie Fox 
Technical Director 
International Public Sector Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street West 
Toronto, Ontario M5V 3H2 
CANADA 
 

27 July 2012 
 
 

Dear Stephenie 

Re: Exposure Draft (ED) 47 Financial Statement Discussion and Analysis 

1. The Committee on Accounting for Public Benefit Entities (CAPE) welcomes the 
opportunity to comment on the above exposure draft.  We commend you on a well 
written paper. 

2. Whilst we have some sympathy with the alternative view expressed in this ED we 
acknowledge that it may not be possible to introduce prospective information at this 
time.  However, we hope that the area is kept under review so that it may be 
standardised as practice in the future. 

3. Our responses to the Specific Matters for Comment are set out in the attached 
Appendix.  We would draw your attention in particular to our comments to SMCs 3 
and 5.  If you require any further information please contact me or Joanna Spencer 
(j.spencer@frc.org.uk) or telephone +44 (0) 20 7492 2428. 

 

 
Yours sincerely 
 

 
 

Melanie McLaren 
Executive Director, Codes and Standards  
DDI: 020 7492 2406 
Email: m.mclaren@frc.org.uk  
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Specific Matter for Comment 1 

Do you agree that the material presented in this Exposure Draft should be developed 
as an IPSAS, with the same level of authority as the accrual based IPSASs, which 
applies to all entities that prepare financial statements in accordance with IPSASs? 

Yes.  We consider that in order for financial statements to be as useful as possible for 
users the financial statement discussion and analysis must be mandatory because it 
provides a great deal more information than just the financial statements.   

However, it is imperative that such an IPSAS must be a high quality, principle-based 
document. 

Specific Matter for Comment 2 

Do you agree that IPSAS 1 should be amended to clearly indicate that financial 
statement discussion and analysis is not a component of the financial statements? 

Yes.  We agree that IPSAS 1 Presentation of Financial Statements will need amending 
to indicate that the financial statement discussion and analysis is not a component of 
the financial statements.   

However, we further suggest that it should be made clear that this section may or may 
not be audited and further, that preparers be required to make a statement as to 
whether the financial statement discussion and analysis has been audited. 

Specific Matter for Comment 3 

Is the scope of financial statement discussion and analysis clearly defined so as to 
distinguish it from other issues being addressed by the IPSASB (e.g., financial 
statements, service performance reporting, reporting on the long-term sustainability of 
public finances)? 

No.  We do not consider that the scope clearly articulates that the information to be 
provided in the financial statement discussion and analysis is different from that when 
reporting service performance information, or reporting on long-term fiscal 
sustainability. 

We suggest that the scope could be more clearly defined if paragraph 3 was amended 
to read (new text underlined): 

This Standard applies only to financial statement discussion and 
analysis.  It does not apply to other information included in public 
documents issued in conjunction with the financial statements such 
as information on service performance. 

Specific Matter for Comment 4 

Is the required content for financial statement discussion and analysis appropriate? 

Yes.  We agree that the required content for financial statement discussion and 
analysis is appropriate. 
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Specific Matter for Comment 5 

Do you agree with the transitional provisions and effective date? 

No.  We do not agree with the effective date paragraph 35 and are puzzled by its 
requirements.  We do however agree with the transitional provisions. 

Re effective date 

Firstly, we do not agree that entities should have to apply IPSAS 24 Presentation of 
Budget Information in Financial Statements at the same time.  Our reasoning is that it 
is not mandatory to provide budgetary information and IPSAS 24 is only mandatory if 
such information is presented...   

We note that there is an inconsistency between paragraphs 2 and 3 of IPSAS 24.  
Paragraph 2 states: “An entity that prepares and presents financial statements under 
the accrual basis of accounting shall apply this Standard” – therefore implying the 
Standard is mandatory.  However, paragraph 3 states: “This Standard applies to public 
sector entities, other than Government Business Enterprises, which are required or 
elect to make their approved budget(s) publically available” – implying the Standard is 
not mandatory unless required by the relevant jurisdiction requirements.  We suggest 
that this might be amended through an annual improvement. 

Secondly, the effective date paragraph seems to imply that unless budgetary 
information is included, the financial statement discussion and analysis may 
not be complete – is this the intention of the IPSASB? 

And thirdly, if it is the intention that IPSAS 24 is mandatory, then with the current 
wording a preparer would only have to wait until the application date to avoid providing 
budget information.  

Specific Matter for Comment 6 

Is the Implementation Guidance useful to understanding the requirements of the 
proposed IPSAS? 

We agree that the Implementation Guidance is useful and aids in understanding the 
requirements of the ED. 

Specific Matter for Comment 7 

Is the Illustrative Example a useful way of illustrating the requirements of the proposed 
IPSAS? 

Yes.  We agree that an Illustrative Example is useful.   

We question, however, whether all the material in the Illustrative Example is relevant.  
In our view, the financial statement discussion and analysis should address the 
financial affairs and management of the government: it is not the place for a review of 
how the government has managed the country or the economy (except to the limited 
extent that the performance of the national economy impacts on the finances of the 
government). 

An example that deals with a lower level of government might be more helpful: in 
particular, it would provide a more comprehensive illustration of the requirements of the 
standard as the limitations referred to in the footnote on page 33 would not apply.   
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July 27, 2012 

 

 

 

Ms. Stephanie Fox 

Technical Director 

International Public Sector Accounting Standards Board 

International Federation of Accountants 

277 Wellington Street West, 6
th
 Floor 

Toronto, Ontario M5V 3H2 CANADA 

 

Dear Ms. Fox: 

 

On behalf of the Association of Government Accountants (AGA), the Financial 

Management Standards Board (FMSB) appreciates the opportunity to provide 

comments to the International Public Sector Accounting Standards Board 

(IPSASB) on its March 2012 exposure draft (ED 47) entitled Financial Statement 

Discussion and Analysis.  The FMSB is comprised of 25 members (list attached) 

with accounting and auditing backgrounds in federal, state and local government, 

as well as academia and public accounting.  The FMSB reviews and responds to 

proposed standards and regulations of interest to AGA members. Local AGA 

chapters and individual members are also encouraged to comment separately. 

 

The FMSB has reviewed ED 47 and the FMSB supports the IPSASB’s proposal 

that public sector entities which issue annual financial statements in accordance 

with International Public Sector Standards 1 should also prepare and present 

financial statement discussion and analysis, in conjunction with the annual 

financial statements.  We agree that benefits of issuing financial statement 

discussion and analysis will outweigh the costs for developing such additional 

information and that it will benefit all users of a public entity’s financial 

statements.  We have some general comments and observations about ED 47  that 

we wish the IPSASB to consider before we provide specific answers to the 

questions asked in the ED. 

 

In reviewing ED 47, the FMSB felt that several improvements could be made to 

the guidance offered by the examples in the ED and the specificity of the 

guidance offered by the IPSASB.   Section C, paragraphs C.IG4 through C.IG9 

offers guidance on the types of trend and variances that should be provided in the 

financial statement discussion and analysis.  However, the paragraphs do not 

provide guidance as to the minimum time periods that should be covered by this 

trend and variance information.  Given the importance of this information and the 

insight it can provide, we would suggest that a minimum time period be 

specified, say 5 to 7 years.  

2208 Mount Vernon Ave. 
Alexandria, VA 22301-1314 
PH  703.684.6931 
TF   800.AGA.7211  
FX   703.548.9367 
www.agacgfm.org 
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In a similar manner, paragraphs B.IG20 and B.IG21 which discuss cash flows for the entity might also benefit by 

the addition of a subsection that requires the reporting entity to provide an analysis of any cash flows that have 

arisen due the assistance an entity receives beyond normal taxes and borrowings, such as assistance from another 

country or entity beyond which an entity normally obtains financing.  Similarly B.IG22  might also benefit by 

specifying that information on any commitments made beyond normal borrowings are required.  Lastly, the 

example of a financial statement discussion and analysis provided in ED 47 appears to be that of a sovereign 

entity.  We suggest that a second example, other than for a sovereign entity,  be developed and included in the 

IPSASB’s guidance.  The FMSB’s answers to the Specific Matter for Comments requested in the Exposure Draft 

are provided below. 

 

Specific Matter for Comment 1: 

Do you agree that the material presented in this Exposure Draft should be developed as an IPSAS, with the same 

level of authority as the accrual based IPSASs, which applies to all entities that prepare financial statements in 

accordance with IPSASs? 

 

We agree that the material presented in the Exposure Draft 47 should be developed and issued as an IPSAS.  

  

Specific Matter for Comment 2: 

Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement discussion and analysis 

is not a component of the financial statements? 

 

We agree that the IPSAS 1 should be amended to indicate that the financial statement discussion and analysis is 

not a component of the financial statements. 

 

Specific Matter for Comment 3: 

Is the scope of financial statement discussion and analysis clearly defined so as to distinguish it from other issues 

being addressed by the IPSASB (e.g., financial statements, service performance reporting, reporting on the long-

term sustainability of public finances)? 

 

We agree.  

 

Specific Matter for Comment 4: 

Is the required content for financial statement discussion and analysis appropriate? 

 

We agree, however see our comments in paragraphs three and four on some matters. 

 

Specific Matter for Comment 5: 

Do you agree with the transitional provisions? 

 

We agree. 

 

Specific Matter for Comment 6: 

Is the Implementation Guidance useful to understanding the requirements of the proposed IPSAS? 

 

Yes, we have found the implementation guidance useful, however see our comments in paragraphs 3 and 4. 
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Specific Matter for Comment 7: 

Is the Illustrative Example a useful way of illustrating the requirements of the proposed IPSAS? 

 

We agree that the Illustrative Example is a useful way of illustrating the requirements proposed in the IPSAS, 

however we might suggest that the example be made to illustrate more real world scenarios.  We suggest that a 

second example be developed for a public sector entity that is less than a sovereign nation.  This might help 

financial statement preparers for these entities better understand what is needed for the financial statement 

discussion and analysis.   

 

 We would like to thank you for allowing us to submit our comments to the exposure draft.  Should there be any 

questions regarding our comments, please contact Steven Sossei at ssossei@agacgfm.org. 

 

Sincerely, 

 
            

Eric S. Berman, CPA, Chair 

AGA Financial Management Standards Board 

 

cc: Richard O. Bunce, Jr., CGFM, CPA 

      AGA National President 
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Level 7, 50 Manners Street, Wellington 
PO Box 11250 Manners Street Central, Wellington 6142 

www.xrb.govt.nz 

30 July 2012 

 

Ms Stephenie Fox 
The Technical Director 
International Public Sector Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street West 
Toronto 
Ontario M5V 3H2 
CANADA 
 
 
Submitted to: www.ifac.org 

 

Dear Stephenie 

 

ED 47 Financial Statement Discussion and Analysis 

 
The New Zealand Accounting Standards Board (NZASB) is pleased to submit its comments on 
Exposure Draft 47 Financial Statement Discussion and Analysis (ED 47). We issued ED 47 for 
comment in New Zealand and, as a result, you may also receive comments directly from New 
Zealand constituents. 
 
Having considered arguments for and against mandatory financial statement discussion and 
analysis (FSDA), we do not support the IPSASB’s proposal to issue a standard on this topic 
(see also our response to Specific Matter for Comment 1). In our view the IPSASB should 
issue this guidance as a Recommended Practice Guideline (RPG).   
 
The NZASB strongly supports guidance that would lead to high quality commentary that is 
consistent with and complements the financial statements and statements of service 
performance, but considers that a mandatory standard is not the best way to achieve this. A 
mandatory standard may even have the opposite effect if preparers respond by treating it as 
a compliance exercise or create an additional report. 
 
We consider that the proposals in ED 47 would require further development if the IPSASB 
wished to issue a standard. In particular, we have identified a number of issues relating to 
scope, being:  
(a) Clarification of the information that should be included in the FSDA over and above that 

already disclosed in the financial statements. ED 47, paragraph 16, acknowledges the 
potential for similar information to be required by both FSDA and the financial 
statements. It states “However, some matters may be required to be included in the 
financial statements by relevant IPSASs that may also be required to be included in 
financial statement discussion and analysis in accordance with this Standard. In those 
cases, financial statement discussion and analysis should not merely repeat what is in the 
financial statements, but it should complement and supplement the financial statement 
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explanations by providing insights and perspectives thereon.” We do not consider that 
this guidance is sufficient to assist preparers in deciding for example, what information to 
provide about financial risks, over and above the risk disclosures already made in 
accordance with IPSAS 30 Financial Instruments: Disclosures. We consider that further 
detailed guidance is required in respect of this and other topics to help preparers identify 
the information that should be included in FSDA. 

(b) The links between FSDA and non-financial information such as objectives and strategies 
(we have separately discussed service performance information below); and 

(c) whether the focus of the FSDA is limited to past events, as reported in the historical 
financial statements, or is required to look to the future.  

  
We consider that guidance, rather than a standard, would be more appropriate at this point. 
An RPG would provide an opportunity for useful guidance for those jurisdictions that do not 
already have such guidance or legislative requirements and, over time, an RPG could 
influence reporting by those that do have existing requirements. Furthermore, we note that 
a key reason the International Accounting Standards Board (IASB) issued Management 
Commentary as a practice statement rather than a standard is because of the need for 
flexibility in the face of existing national requirements.  
 
We note that the IPSASB decided to limit the scope of the project to discussion and analysis 
of an entity’s general purpose financial statements. In our view, the scope of any discussion 
and analysis in the public sector should be on the general purpose financial report as a 
whole, not just on the financial statements.  
 
Whilst we understand that the IPSASB has a separate project on service performance 
reporting and may not wish to prejudge the outcome of that project, we consider that any 
public sector guidance on analysis and discussion would be incomplete unless it signalled a 
strong expectation that the FSDA would be accompanied by a well-connected service 
performance discussion. We consider that IPSASB should issue guidance on service 
performance before issuing guidance on discussion and analysis. Explanations of variances in 
reported performance have limited value if they ignore a key aspect of public sector 
performance. 
 
We have responded to the specific matters for comment posed in the Exposure Draft in the 
appendix to this letter. Our responses should be read in the context of our strong preference 
for the IPSASB to issue guidance rather than a standard.   
 
If you have any queries or require clarification of any matters in this submission, please 
contact Joanne Scott (joanne.scott@xrb.govt.nz) or me. 
 
Yours sincerely 
 
 
 
 
 
Michele Embling  
Chairman – New Zealand Accounting Standards Board 
Email: Michele.Embling@xrb.govt.nz 
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Appendix 

NZASB’s comments and Responses to the Specific Matters for Comment on ED 47 

Specific Matter for Comment 1:  
Do you agree that the material presented in this Exposure Draft should be developed as an 
IPSAS, with the same level of authority as the accrual based IPSASs, which applies to all entities 
that prepare financial statements in accordance with IPSASs?  

 
In responding to this question we have considered both arguments for and against having a 
standard which mandates the presentation of financial statement discussion and analysis (FSDA) 
in conjunction with general purpose financial statements.  
 
We agree that all entities preparing financial statements should also present FSDA to 
accompany those statements. However, we are not persuaded that it is appropriate for the 
IPSASB to issue an IPSAS based on ED 47. The following factors have influenced our views: 
(a) The proposals would require further development if they were to be mandatory (see also 

our cover letter and our response to Specific Matter for Comment 3). 
(b) We are unsure how the proposals would work in practice and consider that there is 

potential for the proposals to undermine the credibility of the “IPSAS” brand. In 
particular, we are concerned that a “standard” is issued that uses the same terminology 
as a “financial reporting standard” while not applying to the financial statements.  For 
example, we considered what would happen if an entity produced IPSAS-compliant 
financial statements but produced FSDA which was not in accordance with the proposed 
IPSAS on FSDA. The entity would be able to assert compliance with IPSASs in respect of its 
financial statements but would be unable to assert compliance in respect of the separate 
IPSAS on FSDA. In some jurisdictions, this could lead to an explicit audit qualification in 
respect of the FSDA. We consider that this would be confusing for users of the financial 
statements and could create a credibility problem for the management of the entity.  

(c) A number of public sector entities in New Zealand already provide discussion and analysis 
on their financial and service performance.  In some cases this information is subject to 
legislative requirements and in other cases it is provided voluntarily.  A mandatory 
standard on FSDA could overlap or conflict with existing requirements. It could lead to 
entities producing an additional report rather than trying to meet both sets of 
requirements in one report. We do not consider that this would be a desirable outcome. 
We would prefer the emphasis to be on producing high quality and accessible reporting, 
rather than on producing more reports. Non-mandatory guidance on FSDA is less likely to 
give rise to this concern.  

(d) Other jurisdictions are also likely to have existing legislative or administrative 
requirements for various types of public sector entities. A mandatory standard could also 
conflict with these requirements.  
 

We note that the IASB faced a similar decision when it was considering the status to accord its 
guidance on Management Commentary and subsequently decided to issue a non-mandatory 
Practice Statement. We have reviewed some of the comments made by respondents to the IASB 
Exposure Draft preceding the issue of the Practice Statement and note that avoiding 
inconsistency with existing national requirements was a common theme. 
 
On the other hand, the IPSASB, as an international standard setter could issue a standard on 
FSDA and regulators or legislators in each jurisdiction could choose whether or not to require 
application of that standard. Under this approach it would need to be clear that compliance with 
the FSDA standard is not required in order for an entity to be able to assert that its financial 
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statements are in compliance with IPSASs, with the potential for confusion about the scope of 
IPSASs.  
 

Having regard to the above comments, our preference would be for the IPSASB to issue a 
Recommended Practice Guideline (RPG) on this topic.  Providing guidance by way of an RPG 
could lead to improvements in existing reporting and provide a benchmark for jurisdictions that 
do not currently have any requirements or guidance. 
 
Further, we note that guidance on Reporting on the Long-Term Sustainability of a Public Sector 
Entity’s Finances will not be issued as a Standard.  As both documents address information that 
supplements the financial statements, we recommend that they be accorded the same status. 
 
We recommend that any forthcoming guidance acknowledge that similar information may 
already be required in a particular jurisdiction, and give entities guidance on whether 
information must be duplicated or whether cross referencing to that other information is 
adequate.   
 
 

Specific Matter for Comment 2:  
Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement 
discussion and analysis is not a component of the financial statements?  

 
Yes, we consider that if the IPSASB were to issue an IPSAS on FSDA it would be appropriate to 
clarify that FSDA is not a component of the financial statements.  
 
 

Specific Matter for Comment 3:  
 
Is the scope of financial statement discussion and analysis clearly defined so as to distinguish it 
from other issues being addressed by the IPSASB (e.g., financial statements, service 
performance reporting, reporting on the long-term sustainability of public finances)?  

 
As outlined in our cover letter we consider that the scope of FSDA, as outlined in ED 47, needs 
further clarification. We note there instances where we consider further development is 
required.   
 
In instances where an entity is already likely to have made disclosures in the financial 
statements that are relevant to FSDA, we consider that there needs to be more guidance on 
deciding what additional information should be reported in the FSDA.  
 
We consider that service performance reporting is an essential component of a general purpose 
financial report and that a service performance report should be accompanied by associated 
explanations (similar to the discussion and analysis of the financial statements). The two forms 
of commentary need to be well connected: for example, poorer financial performance can limit 
the levels of service performance, or higher levels of service performance may cause higher 
levels of expenditure which negatively affect financial performance.  
 
The financial statements report on historical events and transactions. We consider that as the 
purpose of the FSDA is to provide users with a better understanding of those historical events 
and transactions, and any requirements to discuss future events and transactions or provide 
oriented information should be limited and appropriately justified. 
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Specific Matter for Comment 4:  
Is the required content for financial statement discussion and analysis appropriate?  

 
Subject to our preference that the guidance be voluntary, and our comments about the need to 
clarify the links between FSDA and other types of information presented by an entity, we 
consider that the proposed content is generally appropriate. 
 
We note that the proposed content is broadly similar to that required by the U.S. Securities and 
Exchange Commission’s (SEC) Form 10-Q. Form 10-Q, together with Item 303 of Regulation S-K 
Management’s Discussion and Analysis (“MD&A”) of Financial Condition and Results of 
Operations is one of the most commonly requested mandatory financial filings requested by 
investors. We are not suggesting that the disclosures should be identical to those required in the 
private sector but, given the focus on user needs in the IPSASB’s developing conceptual 
framework, the IPSASB might want to consider why these disclosures are useful. 
 
The ED does not address the issue of entities presenting information on a basis different to that 
in the financial statements (commonly referred to as non-GAAP information). We note that a 
number of regulators have issued or are considering issuing guidance on non-GAAP information. 
One of the matters they are addressing is whether additional disclosures should be made so that 
the non-GAAP information is not misleading. Although the IPSASB is not a regulator, a discussion 
of non-GAAP information could be appropriate in the context of discussing the requirement in 
paragraph 10 that “financial statement discussion and analysis shall be consistent with the 
financial statements”.  
 
 

Specific Matter for Comment 5:  
Do you agree with the transitional provisions and effective date? 

 
In the event that the IPSASB decides to proceed and issue a standard, we consider that the 
proposed transitional provisions would be appropriate. Any transitional provisions would need 
to be reviewed on completion of the project on first-time adoption (as the location of some 
transitional provisions may change). 
 
 

Specific Matter for Comment 6:  
Is the Implementation Guidance useful to understanding the requirements of the proposed 
IPSAS?  

 
We do not consider that implementation guidance is essential, but acknowledge that it could be 
useful, particularly for those countries which do not have existing guidance on this topic. 
 
 

Specific Matter for Comment 7:  
Is the Illustrative Example a useful way of illustrating the requirements of the proposed IPSAS? 

 
We are concerned that some of the material covered in the Illustrative Examples is very broad 
and could be used as an opportunity to make political statements, rather than explaining the 
background to the financial statements.  For example, the discussion about the “Economic 
Action Strategy” goes beyond material that is usually contained in a general purpose financial 
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report.  If the Illustrative Example is retained, we recommend that it (i) be limited to issues of 
direct relevance to general purpose financial reporting; (ii) include an explanation of how the 
information in the FSDA links to the financial statements themselves and other general purpose 
information presented by the entity, including service performance information and information 
on long term sustainability and (iii) a note that there may be other aspects of the entity’s 
strategy that are not included in the general purpose financial report.  
 
Another suggestion for the Illustrative Examples is the use of a section on “frequently asked 
questions” as a way of making information more accessible to readers. We are aware of an 
entity that has used this approach and has had positive feedback (see Sky Television Limited 
Annual Report 2011, pages 9 and 10, http://www.skytv.co.nz/company-profile.aspx).   
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The Technical Director  
International Public Sector Accounting Standards Board  
International Federation of Accountants  
277 Wellington Street West  
Toronto, Ontario M5V 3H2 CANADA 
 
Dear Sirs, 
 
Exposure Draft (ED) 47 Financial Statement Discussion and Analysis  
 
The Accounting and Auditing Standards Desk of the Abu Dhabi Accountability Authority (ADAA) is pleased to 
respond to the International Public Sector Accounting Standards Board (IPSASB) request for comments on ED 47. 
We are wholly supportive of the IPSASB’s drive to improve the quality of financial reporting of Public Sector 
Entities (PSEs). We also fully agree with IFAC’s objective of improving the transparency and accountability of 
Government reporting.    
 
General comments 
We note the alternative view that ED 47 should require forward looking information and we are sympathetic to 
this view. Currently financial statements are mainly backwards looking, although the progression towards the use 
of fair value in accounting standards has resulted in financial statements containing much more forward looking 
information than they did previously.  However, we consider it would be worthwhile revisiting the consideration of 
including forward looking information particularly in the context of when a public sector entity has an agreed 
budget for the next financial period and when government has set targets for spending and borrowing. 
 
Specific matter for comment 1: 
Do you agree that the material presented in this exposure draft should be developed as an IPSAS with the same 
level of authority as the accruals based IPSASs, which applies to all entities that prepare financial statements in 
accordance with IPSASs?  
 
We do not agree that the material presented in the exposure draft should be developed as an IPSAS with the same 
level of authority as the accruals based IPSASs inside the scope of IPSAS 1. There are a number of reasons for this: 
 

a) We are concerned that application of the standard may not pass the cost/benefit test for some public 
sector entities.  

b) Data published by governments in one quarter of a year can be revised in a following quarter when better 
information about that data becomes available, which raises questions regarding the type of opinion an 
auditor could provide on such information. 

c) There is a qualitative aspect to certain government data, particularly in areas such as; measurements of 
GDP, dimensions of well-being and efficiency savings which again raises questions regarding the type of 
opinion an auditor could provide on such information. 

 
ISA 700 “Forming an opinion and reporting on financial statements” requires an auditor to undertake a rigorous 
evaluation of their work and the financial statements, which is a much more testing requirement than is required 
by ISA 720 “Auditor’s responsibilities relating to other information in documents containing audited financial 
statements” which requires an auditor to only read the other information presented alongside the financial 
statements to identify any material inconsistencies. If ED 47 has the same level of authority as other IPSAS then it 
should also be subject to the same level of auditor scrutiny. 

 
We suggest that the ED is first issued as a Recommended Practice Guideline and that a review of its status be 
considered when there is greater experience of the preparation and audit/review of the discussion and analysis 
prepared.  
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Specific matter for comment 2 
Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement discussion and analysis is 
not a component of the financial statements? 
 
We agree that preferably the ED 47 would be issued as a full standard and that it would be inside the scope of 
IPSAS1 however we consider this is not practicable given the concerns we raised under comment 1 and therefore 
we agree that IPSAS 1 should be amended to clearly indicate that financial statement discussion and analysis is not 
a component of the financial statements. 
 
Specific matter for comment 3 
Is the scope of financial statement discussion and analysis clearly defined so as to distinguish it from other issues 
being addressed by IPSASB (e.g. financial statements, service performance reporting, reporting on long-term 
sustainability of public finances)? 
 
We consider the financial statement discussion and analysis scope to be sufficiently well defined and we consider it 
complimentary to the other issues being addressed by IPSASB.  
 
Specific Matter for comment 4 
Is the required content for financial statement discussion and analysis appropriate? 
 
We agree that it is appropriate for the required content to include; information on the market the entity operates 
in, highlights of the year, key performance indicators, financing review and going concern, risk management and 
“corporate” responsibility.  
 
Specific Matters for Comment 5 
Do you agree with the transitional provisions? 
 
We agree with the transitional provisions. 
 
Specific Matters for Comment 6 
Is the Implementation Guidance useful to understanding the requirements of the proposed IPSAS? 
 
We agree the Implementation Guidance is useful. We would prefer not to see the use of language in the Guidance 
such; as strong, weak, significant and rebound as these are relative terms and are subject to personal judgment. 
We would prefer to see only factual language used in the Guidance. 
 
Specific Matters for Comment 7 
Is the illustrative Example a useful way of illustrating the requirements of the proposed IPSAS?  
 
We note that the local laws and regulations in many jurisdictions already require the provision of such a discussion 
and analysis for public sector and non-public sector entities. Our experience of the quality of such discussion and 
analysis where it is provided is that it is quite mixed. Some analysis is very good and some not so good with some 
entities adopting a ‘boiler plate and check the box’ approach to compliance which, is clearly contrary to the 
objectives of ED 47. We therefore agree that the inclusion of a discussion and analysis to accompany the financial 
statements is a positive step and we agree that the form and content of the examples included in section B 
provides a good indicator of what the discussion and analysis should contain. 
 

Yours faithfully 
 
 
Steven Ralls BA, FCA 
Head of Accounting and Auditing Standards Desk 
Financial Audit and Examination, Abu Dhabi Accountability Authority  
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International Public Sector Accounting Standards Board (IPSASB) 

Financial Statement Discussion and Analysis - Exposure Draft (the ED) 

General Comments – Financial Statement Discussion and Analysis (FSDA) 

The Australian Department of Finance and Deregulation (Finance) has provided input to the 

submission made by the Heads of Treasuries Accounting and Reporting Advisory Committee 

(HoTARAC). Overall, Finance supports HoTARAC’s comments on the ED proposals. 

However, some of Finance’s views diverge from those of the majority of HoTARAC. These divergent 

views and other issues that Finance consider significant are listed below: 

Mandatory requirement 

Finance supports the ED’s proposal of developing a standard on this topic, rather than guidance. 

Modification of International Financial Reporting Standard (IFRS) document  

Finance notes the justification of BC2 for not converging with the IFRS Practice Statement 

Management Commentary (the IFRS Practice Statement) on the grounds of the users being different 

and the greater regulatory oversight of the private sector. As the required content of the FSDA 

appears similar to the IFRS Practice Statement and the proposals reinforce oversight by being an 

International Public Sector Accounting Standard (IPSAS) with mandatory application, Finance 

recommends the IPSASB more clearly enunciate the reason for not modifying the IFRS Practice 

Statement by reference to the IPSASB document Process for Reviewing and Modifying IASB 

Documents. As per previous HoTARAC comments submitted to the IPSASB and other standard-

setters, Finance’s preference is also that the IPSASB and International Accounting Standards Board 

work closely to achieve convergence of their respective frameworks and other pronouncements, 

unless divergence is justified for situations and circumstances unique to the public sector issues. 

Scope of the Proposals 

Finance agrees with HoTARAC’s comments and consider this matter significant enough to raise it in 

its own submission. Finance’s recommends that IPSASB clearly delineates the user needs the ED is 

meeting, what forward-looking information should be included to meet these needs (if any) and the 

basis for this information (i.e. appropriate fact-based and supportable assumptions need to be 

clarified). If the FSDA is an explanation of the financial statements without consideration of future 

prospects, strategies and risks will only be included to the extent they have been implemented in the 

past or exist as at reporting date and the restriction of information to currently known facts and 

supportable assumptions is appropriate. However, if the proposals are intended to include 

assessment of the entities future prospects in respect to strategic directions and risks and 

opportunities, as suggested in the ED, discussion around the topics will usually require inclusion of 

the forecasts, projections and predictions that underpin management decisions in these areas. There 

is a need to clarify the Board’s intention on this matter. 
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Differential Reporting 

Finance broadly agrees with the HoTARAC response that the IPSASB should acknowledge different 

requirement of users of financial statements and sees differential reporting as an important issue in 

the continuing development of IPSASs, including the FSDA.  

Specific Matter for Comment 1: 

Do you agree that the material presented in this Exposure Draft should be developed as an IPSAS, 

with the same level of authority as the accrual based IPSASs, which applies to all entities that 

prepare financial statements in accordance with IPSASs? 

Finance agrees the proposal should be developed as an IPSAS, subject to an appropriate focus 

between historical and forward-looking information as noted above in the general comments. 

Specific Matter for Comment 2: 

Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement discussion 

and analysis is not a component of the financial statements? 

Finance agrees.  

As noted in the response to Specific Matter for Comment 1, Finance favours development of the 

proposals as a standard. Therefore, other standards should be amended as required for consistency. 

Specific Matter for Comment 3: 

Is the scope of the financial statement discussion and analysis clearly defined so as to distinguish it 

from other issues being addressed by the IPSASB (e.g., financial statements, service performance 

reporting, reporting on the long-term sustainability of public finances)? 

Finance agrees, subjects to our comments on the content of FSDA in Specific Matter for Comment 4.  

Finance suggests rewording paragraph 11 to clarify the FSDA is separate from both the financial 

statements and other information in the General Purpose Financial Reports not subject to IPSASs. 

This will clearly distinguish commentary prepared under the proposal with other management 

commentaries (for example the chairman/director’s report). 

Specific Matter for Comment 4: 

Is the required content for financial statement discussion and analysis appropriate? 

Subject to the comments above on the scope of the proposals, Finance agrees that overall the 

required content is appropriate. Finance supports HoTARAC’s comment  that the FSDA should be 

capable of being read as a standalone document. Finance is of the view that the FSDA should enable 

report users to refer to the financial statements and other publicly available information to gain 

further insight into a particular point. To this end Finance recommends that the FSDA should avoid 

unnecessary duplication of information already in the financial statements and that the FSDA include 

cross references to other publicly available information where appropriate.  
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In the response to Specific Matter for Comment 6, Finance has also provided comments on the 

examples of information in Section B of the Implementation Guidance.  

Specific Matter for Comment 5: 

Do you agree with the transitional provisions? 

Finance agrees to IPSASB’s proposal that where an entity has applied the transitional provision in 

IPSAS 1, it is unlikely to have comparative information and thus it would not be possible to provide 

comparative information. 

Specific Matter for Comment 6: 

Is the Implementation Guidance useful to understanding the requirements of the proposed IPSAS? 

Finance agrees with HoTARAC that providing examples of information to be included in the FSDA is 

useful to understanding the requirements of the proposals. 

Consistent with HoTARAC’s comment, Finance believes that the benefits of providing FSDA should 

outweigh the costs of preparing it. Additionally, as noted in the response to Specific Matter for 

Comment 4, Finance’s preference is for the FSDA to be capable of being read as a standalone 

document and recommends it not be overburdened with unnecessary detail. Accordingly, Finance 

supports the HoTARAC view that some of the examples provided in Section B of the Implementation 

Guidance are too detailed for the level of requirement included in the proposals. 

Specific Matter for Comment 7: 

Is the Illustrative Example a useful way of illustrating the requirements of the proposed IPSAS? 

Finance agrees with the HoTARAC response that the illustrative examples, while potentially useful, 

could be improved. In particular, a more appropriate example would be a budget funded 

government deparment and/or other public sector entity as this is a more common scenario for 

public sector financial statements preparers. 
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CIPFA, the Chartered Institute of Public Finance and Accountancy, is the 

professional body for people in public finance. Our 14,000 members work 

throughout the public services, in national audit agencies, in major accountancy 

firms, and in other bodies where public money needs to be effectively and 

efficiently managed. 

As the world’s only professional accountancy body to specialise in public services, 

CIPFA’s portfolio of qualifications are the foundation for a career in public finance. 

They include the benchmark professional qualification for public sector 

accountants as well as a postgraduate diploma for people already working in 

leadership positions. They are taught by our in-house CIPFA Education and 

Training Centre as well as other places of learning around the world. 

We also champion high performance in public services, translating our experience 

and insight into clear advice and practical services. They include information and 

guidance, courses and conferences, property and asset management solutions, 

consultancy and interim people for a range of public sector clients. 

Globally, CIPFA shows the way in public finance by standing up for sound public 

financial management and good governance. We work with donors, partner 

governments, accountancy bodies and the public sector around the world to 

advance public finance and support better public services. 
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Our ref: Responses/120731 SC0183 

 

Stephenie Fox 

Technical Director 

International Public Sector Accounting Standards Board 

International Federation of Accountants 

277 Wellington Street, 4th Floor 

Toronto 

Ontario M5V 3H2 

CANADA 

Submitted electronically 

 

Dear Stephenie Fox 

IPSASB Exposure Draft Financial Statement Discussion and Analysis 

 

CIPFA is pleased to present its comments on this exposure draft, which have been reviewed 

by CIPFA’s Accounting and Auditing Standards Panel. 

 

General comments 

As noted in successive CIPFA responses on this topic and others 

 

- CIPFA strongly supports IPSASB’s development of high quality standards for public 

sector financial reporting, whether through the Board’s recent project to develop 

IFRS converged IPSASs or through wholly public sector specific IPSASs. 

 

- CIPFA agrees that it is important to broaden the developing Conceptual Framework 

to cover matters which go beyond a focus on financial statements.  

 

We would like to strongly reiterate and reinforce CIPFA’s support for the aspirations of this 

project and other related projects. 

 

General comments 

 

This exposure draft, Financial Discussion and Analysis is one of a number of initiatives which 

relate to reporting that goes wider than financial statements, including recent consultations 

on Reporting Service Performance Information, and Reporting on the Long Term 

Sustainability of a Public Sector Entity’s Finances. The main counterpart of these types of 

reporting for the private sector is Management Commentary on which the International 

Accounting Standards Board (IASB) issued a non-mandatory Practice Statement in 

December 2010. The IASB recognises that, even in the context of for-profit reporting where 

profit measures provide a more uniform basis for assessing and comparing the performance 

of reporting entities, a more complete and useful view of performance and position can be 

provided through narrative and analytical commentary, reflecting the perspective of those 

determining the objectives of the entity and directing its activities. 

 

CIPFA recognises that Management Commentary does not fully parallel the wider reporting 

being considered by the IPSASB Board, and that for example Long Term Sustainability is a 

rather different kind of reporting to even more complicated aspects of going concern. We 

also recognise that reporting on service performance information provides additional benefit 

to public sector entities which do not obtain useful information by reporting on profit, and 

that for this reason more developed guidance on such reporting would be helpful.  
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As we explained in our recent response to the Consultation Paper Reporting Service 

Performance Information we would only support mandatory standards on issues which are 

material and significant for all entities, or where a standard can be drafted to allow 

proportionate application or exemption where the cost of reporting exceeds the benefit. 

 

We note that this paper has been developed from a project on Narrative Reporting which 

might be considered, like Management Commentary, to range more widely than explaining 

matters presented in an entity’s financial statements. While we can see that narrowing the 

scope of reporting may reduce the focus of the project to one for which mandatory guidance 

may be more practical, we have some concerns that this does not result in the best 

outcome.   

 

Specific Matters for Comment 

 

CIPFA responses to the Specific Matters on which IPSASB would particularly value comment 

are set out in Annex A. 

 

I hope this is a helpful contribution to the development of the Board’s guidance in this 

area.  

 

 

Yours sincerely 

Paul Mason 

Assistant Director 
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ANNEX A 

Specific Matters for Comment 

 

CIPFA  responses to the Specific Matters on which IPSASB would particularly value 

comment are set out below  

 

SSppeecciiffiicc  MMaatttteerr  ffoorr  CCoommmmeenntt  11  

Do you agree that the material presented in this Exposure Draft should be developed as 

an IPSAS, with the same level of authority as the accrual based IPSASs, which applies 

to all entities that prepare financial statements in accordance with IPSASs? 

 

No. In CIPFA’s view the scope and nature of the information which would be most helpful in 

providing a coherent and helpful reporting package is quite difficult to define, and 

identifying a ‘minimum subset’ for mandatory reporting may not produce the best result.  

The Basis for Conclusions explains the IPSASB view that financial statement discussion and 

analysis should be prepared by all entities that prepare their financial statements in 

accordance with IPSASs, and per BC8 The IPSASB considers that in all cases, the benefits 

of providing financial statement discussion and analysis would outweigh the costs of 

preparing it, as the information is used in the preparation of the financial statements, and 

tailored to the specific circumstances of the entity.  

We would note that much of the material in the Implementation Guidance example does 

not appear to be information which is used in the preparation of financial statements per 

BC8. For example, the analysis of GDP by production group provides very appropriate 

contextual information which is relevant both to entity objectives and to the capacity of the 

entity to generate taxation revenue, but is information from GFS and other 

economic/statistical reporting, rather than arising as part of the government financial 

reporting process. We would agree that in general it would be useful to produce this 

information in order to plan government activity. However, both in this particular example 

and more generally, especially for reporting by entities below whole of government level, 

the information required to provide effective explanation and commentary may require a 

greater Public Financial Management capacity than anticipated by the Board. CIPFA 

strongly supports the desire for such increased capacity and is working with other 

stakeholders in the international development community to promote and support 

improved PFM, but we see it as a different issue to the baseline capacity for the production 

of worthwhile accruals based financial statements.  

Furthermore, we also have some concerns that the narrow emphasis of the ED might stifle 

reporting on wider matters, particularly inasmuch as they might not be deemed 

appropriate for inclusion in the FSD&A document.   

 

SSppeecciiffiicc  MMaatttteerr  ffoorr  CCoommmmeenntt  22  

Do you agree that IPSAS 1 should be amended to clearly indicate that financial 

statement discussion and analysis is not a component of the financial statements? 

 

CIPFA agrees with this amendment. 
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SSppeecciiffiicc  MMaatttteerr  ffoorr  CCoommmmeenntt  33   

Is the scope of financial statement discussion and analysis clearly defined so as to 

distinguish it from other issues being addressed by the IPSASB (e.g., financial 

statements, service performance reporting, reporting on the long-term sustainability of 

public finances)? 

 

There will generally be linkages between the various components of wider financial 

reporting, and a precise and objective separation may not be possible. However, the draft 

IPSAS provides a workable basis under which preparers should be able to develop sensible 

and useful reporting.    

 

SSppeecciiffiicc  MMaatttteerr  ffoorr  CCoommmmeenntt  44  

Is the required content for financial statement discussion and analysis appropriate? 

 

Subject to our response to SMfC 1, CIPFA agrees that the required content is appropriate? 

 

SSppeecciiffiicc  MMaatttteerr  ffoorr  CCoommmmeenntt  55  

Do you agree with the transitional provisions? 

 

Subject to our response to SMfC 1, CIPFA agrees with the timing of the transitional 

provisions. However, we believe that the transitional provisions have been misdrafted to 

imply that IPSAS 24 must always be followed. Paragraph 35 should be redrafted to apply 

only when the entity is required to or has chosen to follow IPSAS 24. 

 

 

SSppeecciiffiicc  MMaatttteerr  ffoorr  CCoommmmeenntt  66  

Is the Implementation Guidance useful to understanding the requirements of the 

proposed IPSAS? 

 

Yes 

 

SSppeecciiffiicc  MMaatttteerr  ffoorr  CCoommmmeenntt  77  

Is the Illustrative Example a useful way of illustrating the requirements of the proposed 

IPSAS? 

 

Yes 
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IPSASB Consultation Paper 

Comments on Financial Statement Discussion and Analysis 

Specific Mater for Comment  Explanation 

   
Specific Matter for Comment 1: 
Do you agree that the material presented in this Exposure Draft 
should be developed as an IPSAS, with 
the same level of authority as the accrual based IPSASs, which 
applies to all entities that prepare 
financial statements in accordance with IPSASs? 
 

 Yes I agree but I think 

involvement of stakeholders in 

the public sector at  this stage 

would be helpful. 

   
Specific Matter for Comment 2: 
Do you agree that IPSAS 1 should be amended to clearly indicate 
that financial statement discussion and 
analysis is not a component of the financial statements? 
 

 Yes 

   
Specific Matter for Comment 3: 
Is the scope of financial statement discussion and analysis clearly 
defined so as to distinguish it from 
other issues being addressed by the IPSASB (e.g., financial 
statements, service performance reporting, 
reporting on the long-term sustainability of public finances)? 
 

 Yes 

   
Specific Matter for Comment 4: 
Is the required content for financial statement discussion and 
analysis appropriate? 
 

 Yes it is but it can be enhanced: 

a) inclusion of forward looking 

information is crucial - 

government plans cover a longer 

period like 5 years hence the 

discussion and analysis should 

cover same period as the future 

outlook is captured in this 

analysis. 

b) Consideration of other  things 

captured in the integrated 

reporting framework like 

stakeholder engagement or public 

participation, level of public 

private partnerships, governance 

structure and how it supports the 

strategic objectives   

   
Specific Matter for Comment 5: 
Do you agree with the transitional provisions? 
 

 Yes 

   
Specific Matter for Comment 6: 
Is the Implementation Guidance useful to understanding the 

 Yes but input of public sector 

players is useful before the 
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requirements of the proposed IPSAS? 
 

guidance is issued for adoption 

   
Specific Matter for Comment 7: 
Is the Illustrative Example a useful way of illustrating the 
requirements of the proposed IPSAS? 
 

 Yes but can be enhanced 

   

Other Comments   

1. I agree with Thomas view regarding the forward looking 

information to meet the users needs and enhance 

accountability and transparency and fulfill public interest 

requirement. 

  

2. BC2 - I agree the private sector approach on management 
commentary may not be suitable for public sector entities 
but there is a lot that can be borrowed from this. To 
enhance efficiency and economy of public sector entities it 
is good to look at them like a business entity in terms of 
resource utilization and performance, hence some 
similarities with this private sector approach.  

3. Also in majority of cases the key decision makers like 
permanent secretaries may not necessary be professional 
accountants thus with adoption of IPSAS standardization 
of the standard setting process and reporting can be 
achieved by adopting a similar approach. Given the 
relationship between IFRS and IPSAS the input of private 
sector standard setters would be helpful in public sector 
standard setting process as well.  

 

  

4. Economic Action Strategy - a commentary on MDGs and 

the country’s level of achievement could be considered as 

we give a global perspective and the country’s 

performance. Also consider mentioning the level of 

private public sector engagement in the economic strategy. 

  

   

 

Comments submitted by Felicitas T Irungu 

31 July 2012 

 

N.B.    These are my personal views  
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July 31, 2012 
 
Technical Director 
International Public Sector Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street West, 6th Floor 
Toronto, Ontario 
M5V 3H2 
 
Dear Sir/Madam: 

 
Re: Exposure Draft (ED) 47 – Financial Statement Discussion and Analysis 

 
Thank you for the opportunity to comment on ED 47 – Financial Statement Discussion and Analysis.  The ED 
proposes guidance on the manner in which financial statement discussion and analysis should be prepared and 
presented.  Financial statement discussion and analysis is an explanation of the significant items, transactions, 
and events presented in an entity’s financial statements and the trends, conditions, and factors that influenced 
them.  Financial statement discussion and analysis is not intended to include information on service 
performance and long term sustainability. 
 
If approved by IPSASB, the ED will be issued as an IPSAS and will require all public sector entities, except 
Government Business Enterprises, to issue financial statement discussion and analysis with their general 
purpose financial statements (financial statements).  The Province of Manitoba would have preferred that 
guidance on financial statement discussion and analysis be issued as non-authoritative standard, similar to 
PSAB’s Statement of Recommended Practice (SORP).  Since the guidance will be issued as an IPSAS, the 
Province is concerned that its financial statement discussion and analysis will be come under the same 
assurance standards as the financial statements.  IPSASB considered this issue and has taken measures by 
amending IPSAS 1.  The amendment states that, while financial statement discussion and analysis is required 
to be issued with all financial statements, the financial statement discussion and analysis is not a component of 
the financial statements.  The Province hopes this measure will be sufficient to clarify to the audit community 
that the contents of the financial statement discussion and analysis are not subject to audit requirements. 
However, the audit community will at times interpret differently and/or audit to a higher standard, thus potentially 
imposing audit requirements on the FSD&A. 
 
The Province agrees with the general prescriptive contents of the ED.  See the Province’s responses to the 
attached “Specific Matters for Comment”.   
 
We would like to again thank IPSASB for the opportunity to comment on this EP. 
 
Yours truly, 
 
 
“original signed by” 
 
Betty-Anne Pratt, CA 
Provincial Comptroller 
Province of Manitoba 

 
Finance Comptroller’s Division Provincial Comptroller 
 715 – 401 York Avenue 
 Winnipeg, Manitoba  R3C 0P8 
 Phone:  945-4919 

Fax:       948-3539 

 E-mail:  betty-anne.pratt@gov.mb.ca 
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Specific Matters for Comment 
 

 Page 2 of 2 

1) Do you agree that the material presented in this Exposure Draft should be developed as an IPSAS, 
with the same level of authority as the accrual based IPSASs, which applies to all entities that prepare 
financial statements in accordance with IPSASs? 

 
The Province would have preferred if the guidance on financial statement discussion and analysis be issued 
as non-authoritative standard.  The issuance as an IPSAS creates concern that the financial statement 
discussion and analysis will be subject to the same assurance standards as the financial statements.  The 
Province does appreciate the amendment of IPSAS 1 to clarify that the financial statement discussion and 
analysis is not a component of the financial statements.  However, the ED requires all public sector entities to 
include a financial statement discussion and analysis with their financial statements.  The Province would 
prefer IPSASB to remove this requirement.  The issuance of a financial statement analysis and discussion 
should be left to the discretion of the public sector entity. 
 

2) Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement discussion 
and analysis is not a component of the financial statements? 

 
Since the guidance will be issued as an IPSAS, the Province views the amendment to IPSAS 1 as a 
necessary requirement in the standard.  Without the amendment the Province would be concerned that our 
financial statement discussion and analysis would be subject to the same assurance standards as our 
financial statements. 
 

3) Is the scope of financial statement discussion and analysis clearly defined so as to distinguish it from 
other issues being addressed by the IPSASB (e.g., financial statements, service performance 
reporting, reporting on the long-term sustainability of public finances)? 

 
The standard states that the IPSAS will only apply to financial statement analysis and discussion and does not 
apply to other information issued with the financial statements.  The Province is of the view that the scope of 
the IPSAS should be amended to specifically exclude information on service performance and long term 
sustainability.  The Province recommends that these reports be specifically excluded given IPSASB’s recent 
Consultation Paper “Conceptual Framework for General Purpose Financial Reporting”. 
 

4) Is the required content for financial statement discussion and analysis appropriate? 
 
The Province agrees with the requirement to disclose that the financial statement discussion and analysis is 
not part of the financial statements, but that they should be read together.  
 
The Province of Manitoba agrees that the financial statement discussion and analysis should possess the 
qualitative characteristics of general purpose financial reports identified in Appendix A in IPSAS 1.  The 
Province also agrees with the minimum required content.  The financial statement discussion and analysis 
should include an overview of the entity, information about its objectives and strategies, analysis of variances 
and trends in the financial statements and a discussion of the risks and uncertainties. 
 

5) Do you agree with the transitional provisions? 
 

The Province agrees with the transitional provisions.  The effective date for application of the standard should 
allow for an appropriate amount of lead time for public sector entities to modify their financial statement 
discussion and analysis in compliance with the new IPSAS. 

 
6) Is the Implementation Guidance useful to understanding the requirements of the proposed IPSAS? 
 

The Province found the Implementation Guidance to be very helpful in understanding the proposed 
requirements of the proposed IPSAS. 

 
7) Is the Illustrative Example a useful way of illustrating the requirements of the proposed IPSAS? 
 

The Province found the Illustrative Example to be very helpful in illustrating the requirements of the proposed 
IPSAS. 
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The Technical Director 
International Public Sector Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street West 
Toronto, Ontario M5V 3H2 
Canada 
 
31 July 2012 
 
Dear Stephanie, 
 
IPSASB Exposure Draft 47 - Proposed International Public Sector 
Accounting Standard: Financial Statement Discussion and Analysis 
 
The Institute of Certified Public Accountants of Kenya (ICPAK) welcomes the 
opportunity to comment on the Exposure Draft issued by the International Public 
Sector Accounting Standards Board (IPSASB).  
 
Overall, we are supportive of the initiative as we believe it makes significant strides 
in achieving the objectives of financial reporting by providing stakeholders with 
narrative descriptions and analyses of various matters that can assist in placing 
aspects of the financial statements in context. It can also enhance the value of 
financial information for decision making and for making assessments of the entity’s 
discharge of accountability. 
Our response to the question in the Request for Comment is set out below: 
 
Specific Matter for Comment 1: 
Do you agree that the material presented in this Exposure Draft should be developed 
as an IPSAS, with the same level of authority as the accrual based IPSASs, which 
applies to all entities that prepare financial statements in accordance with IPSASs? 
 
We are in agreement that the proposed standard brings a new concept in financial 
reporting among public sector entities. It pertains to the qualitative aspects that are 
important for more understanding of financial statements. It also provides that 
FSDA be used only for annual financial statements. This is important since it 
factors the cost benefit analysis of FS preparation - ED47.7. 

ED 47 025



-

 

 
 

Specific Matter for Comment 2: 
Do you agree that IPSAS 1 should be amended to clearly indicate that financial 
statement discussion and analysis is not a component of the financial statements? 
 
We agree with the proposal. The proposed standards requires that, public sector 
entities financial statements discussion and analysis explain and analyses 
significant items, transaction and events presented and the trends, conditions and 
factors that influenced them. This clearly defines the scope of discussion and 
analysis as complements and supplement information presented in financial 
statement by giving insights and the perspectives thereon.  
ED 47.10 clearly indicates that financial statement discussion and analysis to be 
issued in conjunction with Financial statement. IPSAS 1: The financial statement 
discussion and analysis shall be prepared for the same reporting entity that 
prepares and financial statement under the accrual basis of accounting. 
ED47.9 states that financial statement discussion and analysis shall contain 
information that posses qualitative characteristics of general purpose financial 
reports. ED47.13 stresses that the financial statement discussion and analysis must 
comply fully with IPSAS and explicit and unreserved declaration of compliance be 
made thereof. 
Just like the notes to the financial statements discussion & analysis should be 
consistent with financial statements, and based on currently known facts and 
supportable assumptions. ED 47.10.  
The above requirements; minimum content, compliance with IPSAS, qualitative 
characteristics, comparability, basis of preparation and duration/period to be 
covered. This implies that to the extent possible, financial statements discussion and 
analysis should be in line with financial statements.  
 
Specific Matter for Comment 3: 
Is the scope of financial statement discussion and analysis clearly defined so as to 
distinguish it from other issues being addressed by the IPSASB (e.g., financial 
statements, service performance reporting, reporting on the long-term sustainability 
of public finances)? 
 
Financial statement discussion and analysis is not expected to replicate or rather 
reproduce information presented in the financial statement. 
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Specific Matter for Comment 4: 
Is the required content for financial statement discussion and analysis appropriate? 
 
The minimum required content identified cut across crucial areas of reporting by 
most entities, however the standard doesn't wish to have the minimum requirement 
to serve as a reporting template. Once the standard is effective, the practice will 
over the time give direction and perhaps a standardized template agreeable across 
the entire sector could be developed. 
 
Specific Matter for Comment 5: 
Do you agree with the transitional provisions? 
 
Agree. Once the standard becomes effective, all provisions should be applicable. 
Para 34 is to ensure that the entity is in compliance with IPSAS 1 upon first 
adoption hence appropriate. 
 
Specific Matter for Comment 6: 
Is the Implementation Guidance useful to understanding the requirements of the 
proposed IPSAS? 
 
We agree that the implementation guideline is useful in the understanding the 
requirements of the proposed standard. 
We are however of the view that the Implementation guideline (A.IG 13), provide 
that the source is quoted where applicable. This will further validate the sources 
and also act as a reverence point for users of financial statements. 
 
In our opinion, the implementation guideline should provide a lower benchmark of 
what constitute the future as describe in B.IG15. This will minimizing minimize time 
based discrepancy which may arise due to subjective treatment of what constitutes 
‘the future’ by different entities preparing their financial statements analysis and 
discussion under this standard when it becomes effective. 
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Specific Matter for Comment 7: 
Is the Illustrative Example a useful way of illustrating the requirements of the 
proposed IPSAS? 
 
In reviewing the ED, we found the illustrative guideline useful and believe that it 
enhances understandability and implementation of the proposed standard once it 
becomes effective. We are also in support of the view that the example is not a 
template. 
 
 
Thank you. 
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30 July 2012 

 
Ms Stephenie Fox 
Technical Director 
International Public Sector Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street West 
TORONTO ONTARIO CANADA M5V 3H2 
 
Email:  stepheniefox@ifac.org 

 

Dear Stephenie 

IPSASB Exposure Draft ED 47 Financial Statement Discussion and Analysis 

Thank you for the opportunity to comment on the International Public Sector Accounting Standards 
Board (IPSASB) Exposure Draft ED 47 Financial Statements Discussion and Analysis (FSDA).  CPA 
Australia, the Institute of Chartered Accountants and the Institute of Public Accountants (the Joint 
Accounting Bodies) have considered the proposals and our comments follow. 

The Joint Accounting Bodies represent over 210,000 professional accountants.  Our members work in 
diverse roles across public practice, commerce, industry, government and academia throughout 
Australia and internationally. 

We do not support the IPSASB decision that FSDA is necessary to meet the objectives of general 
purpose financial statements.  Accordingly, we do not agree with the IPSASB conclusion that all 
entities that prepare and present their financial statements in accordance with IPSASs be required to 
prepare FSDA in accordance with IPSASs.  We reason that the IPSASB’s decisions are not consistent 

with its proposed Conceptual Framework which uses a hierarchy to differentiate the information needs 
of users by category.  General Purpose Financial Reports as one category within that hierarchy 
consists of two sub-categories, being, “General Purpose Financial Statements” and “Additional 

information”.
1  We believe the FSDA is one example of the additional information sub-category and we 

consider it premature to require such reporting.  Therefore, we encourage the IPSASB to proceed with 
the development of this material as guidance.   

Further, we consider the FSDA would be improved if its purpose was broadened to include the 
provision of management's perspective of the entity performance, position and direction so as to 
assist users to understand all material factors that have influenced the information presented in the 
financial statements (and that might include information items not presented in the financial statements 
as they do not meet accounting recognition, measurement or disclosure requirements and/or non-
financial factors).  The IASB Management Commentary has a broader purpose; as currently presented 
the FSDA is over focused on explaining the financial statements.  We do not believe the IPSASB has 
made the case for non-convergence with the IASB Management Commentary practice statement. 
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The Appendix to this letter contains our response to the questions for comment.  If you require further 
information on any of our views, please contact Mark Shying, CPA Australia by email 
mark.shying@cpaaustralia.com, Kerry Hicks, the Institute of Chartered Accountants by email 
kerry.hicks@charteredaccountants.com.au or Tom Ravlic, the Institute of Public Accountants by email 
tom.ravlic@publicaccountants.org.au. 

 

Yours sincerely  
 

 

 

 

 

Alex Malley 
Chief Executive Officer 
CPA Australia Ltd 

Lee White 
Chief Executive Officer 
Institute of Chartered 
Accountants Australia 

Andrew Conway 
Chief Executive Officer 
Institute of Public Accountants 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 The second sub-category is restricted to information that is necessary to meet the accountability and decision-making 
objectives of general purpose financial statements.   
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Appendix 
 

 

Specific Matter for Comment 1: 

Do you agree that the material presented in this Exposure Draft should be developed as an 

IPSAS, with the same level of authority as the accrual based IPSASs, which applies to all 

entities that prepare financial statements in accordance with IPSASs? 

We do not support the material presented in this Exposure Draft being developed as an IPSAS.  We 
do not consider the financial statement discussion and analysis (FSDA) to be part of the general 
purpose financial statements.  Instead, we believe it is part of the additional information that together 
with the general purpose financial statements comprises the general purpose financial report.  
Although we consider it premature to require such reporting, we encourage the IPSASB to proceed 
with the development of this material as guidance.   

Specific Matter for Comment 2: 

Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement 

discussion and analysis is not a component of the financial statements? 

As it is our view that this material should be guidance (see our response to Specific Matter for 
Comment 1), an amendment to IPSAS 1 is not necessary.   

However, if the IPSASB decision is to issue the material as a standard, we support the addition of 
paragraph 21A to IPSAS 1 as it would make clear that the FSDA forms part of the general purpose 
financial statements. 

Specific Matter for Comment 3: 

Is the scope of financial statement discussion and analysis clearly defined so as to distinguish 

it from other issues being addressed by the IPSASB (e.g., financial statements, service 

performance reporting, reporting on the long-term sustainability of public finances)? 

Paragraph 11 of the exposure draft, clearly separates FSDA from the financial statements and 
paragraph 15 sets out the minimum required content.  The statement in paragraph 24 that there is no 
requirement for the FSDA to include forward-looking information is a point of difference from the report 
on the long-term sustainability of public finances.  Nevertheless, the exposure draft generally is not 
precise as to the boundary of the information that is FSDA and not part of service performance and/or 
long term sustainability of public finances reports - an outcome that is not helpful to preparers or users.    

Specific Matter for Comment 4: 

Is the required content for financial statement discussion and analysis appropriate? 

The required minimum content of the FSDA will include an overview of the entity, information about 
the entity's objectives and strategies, and analysis of the entity's financial statements, including 
variances and trends, and information about the entity's risks and uncertainties, including its risk 
management strategy.  We support the minimum requirements as they appear to be consistent with 
the purpose of the FSDA, being to assist users' understanding of the financial statements for 
accountability and decision-making purposes. 

Paragraph 26 of the exposure draft states that to the extent such information is not included in the 
financial statements, FSDA will include information about significant variances between actual results 
and the budget; and prior and current year financial statements.  The requirements of paragraph 26 do 
not appear to be consistent with the option under IPSAS 24 Presentation of Budget Information in 

Financial Statements for the explanation of variances in the financial statements, or FSDA, or some 
other public document. 
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That said, we consider the FSDA as currently presented is over focused on explaining the financial 
statements.  We consider the FSDA would be improved if its purpose was broadened to include the 
provision of management's perspective of the entity performance, position and direction so as to 
assist users to understand all material factors that have influenced the information presented in the 
financial statements. The proposals also specifically exclude prospective information which is 
inconsistent with the IASB proposals. 

Specific Matter for Comment 5: 

Do you agree with the transitional provisions? 

We agree with the transitional provisions.   

Specific Matter for Comment 6: 

Is the Implementation Guidance useful to understanding the requirements of the proposed 

IPSAS? 

The inclusion of extensive implementation guidance can be useful; especially its contribution to 
assisting the development of reporting that is comparable.  It is felt that an example with a broader 
application, such as a government department, would be more useful.  However, information of this 
type in an IPSAS can also have an unintended consequence in that entities simply use this 
information as a checklist to replicate in their own reports and thereby dilute the quality of the FSDA 
report.  Therefore, striking the right balance will be important.    

Specific Matter for Comment 7: 

Is the Illustrative Example a useful way of illustrating the requirements of the proposed IPSAS? 

Should the IPSASB proceed with including illustrative examples, it is important that the examples used 
are helpful.  Government departments and authorities are not likely to find the current example, a 
government of a country, particularly relevant. 
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