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Conlact:
Phone:
Our Ref:

Department of Treasury and Finance
1Treasury Place
GPO Box 4379
Melbourne Victoria 3001
Telephone: (03) 9651 5111
Facsimile: (03) 9651 2062
DX 210759

Peter Gibson
0262153551
RMSlll00309

Ms Stephenie Fox
The Technical Director
International Public Sector Accounting Standards Board
International Federation of Accountants
277 Wellington Street West, 6'h Floor
Toronto, Ontario M5V 3H2 CANADA

Dear Ms Fox

ED - Conceptual Framework for General Purpose Financial Reporting by Public Sector Entities
Phase 1

The Australian Heads of Treasuries Accounting and Reporting Advisory Committee (HoTARAC)
welcomes the opportunity to provide comments to the International Public Sector Accounting Standards
Board (IPSASB) on the Exposure Draft: Conceptual Framework for General Pwpose Financial
Reporling by Public Sector Entities Phase 1.

HoTARAC is an intergovernmental committee that advises Australian Heads of Treasuries on
accounting and reporting issues. The Committee is comprised of the senior accounting policy
representatives from all Australian States, Territories and the Australian Government.

HoTARAC commends the IPSASB's effol1s in drafting a comprehensive Conceptual Framework (the
Framework) for public sector entities. HoTARAC acknowledges that IPSASB has actioned several
issues raised in HoTARAC's previous submission on this matter. HoTARAC is generally supportive of
the proposed Framework; in particular the emphasis placed on the existence of dependant users in
determining whether it is appropriate to prepare General Purpose Financial Reports (GPFRs).

However, HoTARAC does have particular concems with the following:
• divergence between the IPSASB and lnternational Accounting Standards Board Frameworks,

with the exception of specific public sector issues;
• the exclusion of Government Business Enterprises (GBEs) from the Framework;
• the non-authoritative status of the Framework; and
• the omission of high level principles in the Framework in relation to:

o differential reporting (in particular acknowledging the existence of different user
needs); and

o the distinction between audited information, and other unaudited material requiring a
lower level of assurance.

•The PlaceTo Be
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HoTARAC acknowledges that there may be circumstances unique to the public sector where it is
appropriate to differ from the IASB's Framework. HoTARAC also notes that "the purpose of the
IPSASB's project is not to interpret the application of the IASB Framework to the public sector".
However, HoTARAC's preference is that the lASB and IPSASB work more closely to achieve
minimise divergence of their respective standards. HoTARAC would similarly prefer that the IPSASB
Framework converge with that of the lASB where possible.

HoTARAC is also of the view that as public sector entities, GBEs should be within scope of the
Framework. HoTARAC considers that it is unclear in the Exposure Draft on what basis GBEs have
been excluded.

While HoTARAC recognises that the Framework should not have the same authority as International
Public Sector Accounting Standards (IPSASs), HoTARAC considers that it should be an authoritative
requirement. HoTARAC is of the view that jurisdictions complying with IPSAS should be required to
apply the Framework in the absence of specific guidance in IPSASs. HoTARAC suggests developing a
hierarchy similar to the one underpinning the Australian accounting framework.

HoTARAC also considers that the Framework should acknowledge differential reporting, as
HoTARAC recognises that dependant users of certain smaller entities have different information needs
to other public sector entities.

In addition, given the broader definition of GPFRs, HoTARAC identifies the need for the Framework to
acknowledge that the appropriate levels of verifiability and assurance will differ for audited financial
statement information and other, unaudited material in various reports. HoTARAC considers that users
require this distinction in order to assess how much reliance to place on this information for
acconntability and decision-making purposes.

Comments by HoTARAC on the Specific Matters for Comment in the exposure draft are attached.

If you have any queries regarding HoTARAC's comments, please contact Peter Gibson from the
Anstralian Department of Finance and Deregulation on 612 6215 3551.

Yours sincerely

~~~
~~ Grant Hehir

CHAIR
HEADS OF TREASURIES ACCOUNTING AND REPORTING ADVISORY COMMITTEE

to June201l
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Atlachment- HoTARAC comments

International Public Sector Accounting Standards Board

Conceptual Framework for General Purpose Financial Reporting by Public

Sector Entities Phase 1 - Exposure Draft

General comments

Overall the Heads of Treasuries Accounting and Reporting Advisory Committee (HoTARAC) supports

the proposals, subject to the specific comments below.

HoTARAC believes that the following items are particular strengths of the proposed International

Public Sector Accounting Standards Board (IPSASB) Conceptual Framework (the Framework):

• the emphasis placed on General Purpose Financial Reports (GPFRs) being "intended to meet

the information needs of users who are unable to require the preparation of reports tailored

to meet their specific information needs" (paragraph 1.3). Further, the focus on dependent

users in relation to preparing GPFRs for whole of government (or other group reporting

entities) rather than being reliant on the existence of a legal entity (e.g. crown entity) is

consistent with the substance over form principle (paragraph 4.6);

• that "the scope offinancial reporting will evolve in response to users' information needs

consistent with the objectives offinancial reporting" (paragraph 1.5); and

• inclusion of useful guidance around factors likely to signal the existence of dependent users

where it is not clear whether or not a reporting entity exists (paragraph 4.4) as well as on

how to apply the principles of paragraph 4.7 in determining whether a group reporting

entity exists (paragraphs 4.11 and 4.12).

In addition, we note that the following issues previously raised by HoTARAC have been actioned:

1. acknowledging that GPFRs will not necessarily proVide all information useful for

accountability and decision making purposes and that not all GPFRs will be consistent in

their coverage;

2. including some clarification around the information provided by GPFRs;

3. mentioning substance over form as a component of faithful representation - originally this

was suggested as a separate characteristic;

4. replacing "govern" with "direct" in relation to group reporting entities;

5. replacing the term "legislature" with "Parliament" in defining users of GPFRs; and

6. removing the term "other parties, including special interest groups and their

representatives" .

1
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Attachment - HoTARAC comments

However HoTARAC has identified the following issues in relation to the proposal:

• Divergence between IPSASB and International Accounting Standards Board (IASB) Frameworks

HoTARAC previously expressed cOncerns that "the proposed IPSASB framework approach may be

inconsistent with some of the IPSASs, which are implicitly based On the IASB Framework, and could

be interpreted to represent a fundamental change in approach that could promote divergence

rather than convergence with International Financial Reporting Standards (IFRS)".

HoTARAC's view is that the IPSASBand the IASB Frameworks should where possible be consistent,

acknowledging that there may be circumstances where divergence is appropriate to better address

situations and transactions unique to the public sector. In certain situations, HoTARAC believes that

IPSASB should consider the issues On their merits from a public sector perspective. For example,

HoTARAC supports the inclusion of an acknowledgment of differential reporting in the IPSASB's

Conceptual Framework and strengthening the Conceptual Framework's authoritative status.

HoTARAC's preference is that the IPSASB and IASB work more closely to achieve convergence of

their respective conceptual frameworks and other pronouncements. The greater the potential for

divergence between pronouncements applicable to government business enterprises (GBEs) (issued

by the IASB) and pronouncements applicable to other public sector entities (potentially issued by the

IPSASB), the more significant are the practical difficulties in preparing consolidated financial

statements for a whole-of-Government reporting entity.

HoTARAC believes the IPSASB's "Process for Reviewing and Modifying IASB Documents" is applicable

(at least in part) to the development of a conceptual framework - particularly if alignment (to the

degree possible) with IFRS is to remain an objective. HoTARAC suggests that IPSASB includes in its

Basis for Conclusions the rationale for major differences between the two frameworks.

• GPFRs vs audited financial statements

HoTARAC notes that the IPSASB's Conceptual Framework project is stated as applicable to general

purpose financial reporting (which is a wider concept than general purpose financial statements).

However, the IPSASB's Consultation Papers for Phases 2 and 3 of this project appear to more directly

relate to general purpose financial statements.

Since some concepts (like measurement) could be applied beyond the boundaries of general

purpose financial statements, HoTARAC recommends that the IPSASB clarify the application of all

phases (particularly Phase 1) of its Conceptual Framework.

• Authority of the Framework

The Framework needs to be an authoritative pronouncement to jurisdictions that have adopted

International Public Sector Accounting Standards (IPSASs), not just gUidance. HoTARAC

acknowledges that the authority should not be the same as IPSASs.

2
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Attachment - HoTARAC comments

Preparers should rely on the Framework to determine an accounting treatment, when no specific

standard on the matter exists. Alternatively, a hierarchy could be developed similar to that

contained in the Australian accounting framework.

This approach will ensure comparability, consistency, and provide a principles-based approach in

resolving accounting issues.

In addition, HoTARAC is of the view that the following paragraph BC3.2 below should be included in

the Framework rather than forming part of the Basis of Conclusions:

"IPSASs will not deal with all financial and non-financial information that may be
included in GPFRs. In the absence of an IPSAS that deals with particular economic or
other phenomena, assessments of whether an item of information satisfies the
qualitative characteristics and constraints identified in this Conceptual Framework,
and therefore qualifies for inclusion in GPFRs, will be made by preparers compiling
the GPFRs. Those assessments will be made in the context of achieving the objectives
offinancial reporting, which in turn have been developed to respond to users'
information needs".

• High-level principles

HoTARAC strongly recommends that the IPSASB's Framework (as the term implies) be restricted to

high-level principles that are appropriate to reporting by a broad range of public sector entities.

HoTARAC believes that issues relating to the practical application of those high-level principles only

be dealt with in IPSASs.

Accordingly and as outlined below, HoTARAC is of the view that the Framework should include high

level principles in relation to differential reporting and the different levels of assurance associated

with information contained in GPFRs.

• Differential reporting

The IPSASB has determined that the Framework will not deal with issues related to differential

reporting (paragraph BC3.36). However, HoTARAC believes it is important to include in the

Conceptual Framework an acknowledgment of the existence of different information needs of users'

of GPFRs. This would provide a basis for the development of IPSASs on differential reporting as and

when required. This is consistent with HoTARAC's previous remark on the Consultation Paper that

"consideration needs to be given to the fact that in some circumstances a restricted or differential

form of GPFRs may be adequate to meet the objectives".

HoTARAC is of the view that there are arguments to support differential reporting based on the

different information needs of dependent GPFRs users for certain smaller entities. HoTARAC also

notes that it previously expressed concerns around "the resources available to the entity" in

preparing GPFRs. HoTARAC believes that the emphasis should be on user needs in the context of the

reporting entity concerned, whilst also factoring in cost/benefit considerations.

3
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• Verifiability

The IPSASB has proposed that GPFRs contain different types of information, some based on

historical or current data (financial statements), some on forecast estimates and future events (plans

and budgets), and some on management's perspective (narrative report). There is a need for the

Framework to acknowledge in broad terms that different levels of verifiability/assurance are

required for the various types of information contained in GPFRs (e.g. financial statements

information to be fully audited; fiscal sustainability reports, requiring a lower level of assurance as

these include forecasts/estimates).

As mentioned above, HoTARAC is of the view that it is not appropriate for the Framework to provide

detailed guidance on this matter, rather this would be better dealt with at a standard level. At most,

the Framework could include indicative factors of verifiability (similar to the exposure draft proposal

regarding "faithful representation").

• Qualitative characteristics

Paragraph 3.5 states that "The need for additional guidance on interpreting and applying the

qualitative characteristics to information that extends the scope of financial reporting beyond

financial statements including their notes will be considered in the development of any IPSASs and

other pronouncements of the IPSASB that deal with such matters". HoTARAC suggests users of the

Framework would benefit from clarification in the Basis for Conclusions now about whether

information that extends the scope of financial reporting beyond financial statements (prospective

information, etc.) will be covered by specific IPSASs and/or other pronouncements, or whether the

expectation is that entities will simply apply the concepts outlined in the Framework (and that

IPSASB will not issue any IPSASs on this type of information requirement).

• Structure affinal conceptual framework

Given the IPSASB's arrangements for release of separate documents for each phase of its Conceptual

Framework project, HoTARAC would prefer more clarity about how the finalised Conceptual

Framework documentation will be issued e.g. will it be issued as-

• one inter-connected document with self-contained chapters for particular matters (e.g.
elements and recognition, measurement etc),;

• one document setting out the over-arching principles, which HoTARAC presumes would
relate to Phase 1, with separate documents that deal with specific aspects (e.g. elements
and recognition, measurement etc) that are subject to the over-arching principles; or

• some other arrangement.

• Statistical financial reporting models

On page 4 of the Consultation Paper the IPSASB is considering the potential for convergence with

the concepts underlying statistical financial reporting models in developing the Conceptual

Framework. HoTARAC prefers that the focus instead be on the underlying conceptual merits for

general purpose financial statements. However, should the IPSASB identify more than one approach

4
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as being suitable, HoTARAC would support selection of that basis that most closely aligns with the

Government Finance Statistics (GFS) statistical model.

• Government budgets and forecasts

HoTARAC notes that "government budgets and forecasts" are listed as being outside the scope of

GPFRs in paragraph 2.26, however compliance with the budget and prospective financial information

are included under the heading 'Information Provided by Generai Purpose Financial Reports'.

HoTARAC suggests that the iPSASB clarify whether or not it is their intent that government budgets

in their entirety should be included in GPFRs. If it is included, IPSASB would need to consider the

level of verifiability/assurance for such estimates information and in HoTARAC's opinion, this shouid

be at a lower level than for information included in the financiai statements (refer comment above).

• Group reporting entity

HoTARAC suggests clarifying the statement in paragraph 4.13 that IPSASs "will need to respond to

operational and implementation issues that may arise in different jurisdictions" as HoTARAC is of the

view that the IPSASB needs to determine common principles to be applied across jurisdictions based

on dependent users' needs in developing an international accounting standards framework. Each

jurisdiction would then implement the principles based on their circumstances.

• Linking objectives, decisions and information in GPFRs

This relates to concerns previously expressed by HoTARAC that the IPSASB needs to research the

objectives of financial reporting further to determine how they will be met. HoTARAC is of the view

that the objective and/or nature of decisions made by users is not specific enough to determine the

appropriate information (both nature and amount) to be included in GPFRs, but HoTARAC concedes

this is a broader issue that is unlikely to be addressed in this project.

• Conceptual framework background

HoTARAC recommends that the IPSASB include some discussion around the differences between the

private sector and public sector, in terms of context, environment, legislation, main function,

objective (I.e. not-for-profit) and funding sources to explain the reasons for a public sector specific

Framework. Alternatively, a reference to the "Key Characteristics of the Public Sector" document

once finalised would be useful.

However, a minority of HoTARAC members considers that there is no need to include extra

contextual background distinguishing between the private and public sectors.

• Communication processes

HoTARAC also recommends that the IPSASB clearly communicate to constituents how and when the

eventual outcomes of the IPSASB's Conceptual Framework project will be reflected in existing

IPSASs, to ensure consistency across alilPSASB pronouncements.

HoTARAC notes that this should not form part of the Framework.

5
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1. Do you agree with the role, authority and scope of the Conceptual Framework?

Responses to specific matters for comment

Role

HoTARAC broadly supports the role of the Framework.

In contrast with paragraph 1.1, HoTARAC is of the view that Government Business Enterprises (GBEs)

should be acknowledged within the Framework as they form part of the public sector, as stated in

the IPSASB ED Key Characteristics of the Public Sector with Potential Implications for Financial
Reporting. Furthermore, GBEs are accountable to Parliament for use of resources (paragraph BC2.3)

and provide services to recipients (paragraph BC2.S). HoTARAC believes that the concepts in the

Framework should be broad enough to encompass GBEs while recognising that users of

GBEs'financial statements are likely to have different needs to those of other public sector entities.

If the IPSASB elects to exclude GBEs from the Framework, HoTARAC notes that additional reporting

will be required by GBEs (outside their financial statements) where they form part of a group

reporting entity that does apply the Framework. HoTARAC also notes that GBEs are reported in the

Australian Government's Whole of Government financial statements.

As outlined in the general comments, HoTARAC reiterates the view that the IPSASB should only

depart from the IASB Framework where there is a rationale due to the differing natures of the public

and private sector or where areas for improvement have been identified. HoTARAC notes that the

IASB framework does include GBEs.

Authority

HoTARAC does not support the lack of authority of the Framework.

HoTARAC supported the preliminary authority of the Framework, in that the framework is not an

IPSAS and does not define standards for measurement or disclosure requirements. Although

HoTARAC agrees that the framework should not have the same status as an accounting standard.

HoTARAC is of the view that entities applying IPSASs should also comply with the Framework, and

that it should be authoritative in instances where there are no relevant IPSASs.

HoTARAC believes a hierarchy similar to the Australian Accounting Standard AASB 108 Accounting
Policies, Changes in Accounting Estimates and Errors (AASB 108) may be appropriate. in the instance

where there is no specific standard dealing with the issue, the AASB 108 hierarchy requires

management to consider the following in descending order:

• the requirements in Australian Accounting Standards dealing with similar and related issues;

6
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• the definitions, recognition criteria and measurement concepts for assets, liabilities, income

and expenses in the Australian Frameworkfor the Preparation and Presentation af Financial

Statements; and

• the most recent pronouncements of other standard setting bodies that use a similar

conceptual framework, other accounting literature and accepted industry practices to the

extent that these do not conflict with the sources listed above.

Alternatively, IPSASB may wish to include a statement to the effect that the IPSASB Framework is an

integral part of applying IPSASs.

In contrast, a minority of HoTARAC members believes that the Framework should not be

authoritative.

HoTARAC also notes that "After the Conceptual Framework is issued, the IPSASB will ... address any

circumstances where there is substantial conflict between an IPSAS and the Conceptual Framework"

(paragraph BCl.2). To ensure transparency and independence of the process as well as a consistent

approach, HoTARAC recommends that IPSASB clarifies" as discussed in the general comments

above, a process for resolving any existing or future conflicts between IPSASs and the Framework,

particularly where the inconsistencies are a result of "adopting" IASB standards.

Scope

HoTARAC broadly agrees with the scope of the Framework, subject to the comments below.

HoTARAC reiterates its previous comment that an evolving scope that responds to users'

information needs is desirable "as long as the scope is based on an open and transparent

consultation process".

While the majority of HoTARAC considers that the broad scope of information in GPFRs will be useful

for users, it has concerns with the lack of clarity around which information will be audited, as well as

the appropriate level of assurance for information that will not be audited. Acknowledging in the

Conceptual Framework that there should be a distinction between audited and unaudited

information is critical.

HoTARAC is of the view that users need to be able to clearly distinguish between unaudited material

with a lower level of assurance (e.g. narrative reports, budgets and forecasts) and audited

information in order to assess how much reliance to place on this information for accountability and

decision-making purposes.

Although paragraph 1.6 states that "GPFRs are likely to comprise multiple reports, each responding

more directly to certain aspects of the objectives of financial reporting and matters included within

the scope of financial reporting", there is still confusion in the HoTARAC jurisdictions as to whether

all information contained in GPFRs is required to be presented in an entity's annual report. HoTARAC

suggests that IPSASB explicitly state in the Framework that information in GPFRs may be disclosed

7
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outside the annual report, given the general preconception that GPFRs cover only financial

statements.

A minority of HoTARAC members does not agree with including prospective information, in

particular budget estimates, in GPFRs.

2. Do you agree with the objective of financial reporting by public sector entities and the primary
users of GPFRs of public sector entities and their information needs?

Objectives

HoTARAC supports the objective of the Framework.

HoTARAC suggests that it could be very useful to include a definition of accountability, although

recognises that it may be difficult to settle on one acceptable definition.

However a minority's view is that it is not appropriate to define accountability in the Framework.

Primary users of GPFRs of public sector entities and their information needs

HoTARAC broadly agrees with the users identified and their information needs.

HoTARAC acknowledges that the primary users included in the Framework are consistent with its

previous comments on the consultation paper, noting that "recipients of goods and services" would

be a more appropriate term than "recipients of services".

However, there are mixed views with regards to the identification of 'primary users' of GPFRs:

• One view is that the primary user group should only include resource providers;

• Another one is that given the breadth of scope of primary users, there is no merit in

distinguishing between primary users and users more broadly. Further, there is some

concerns that if the focus is on primary users some information used by 'secondary' users,

for example detailed balance sheet information, may not be provided.

HoTARAC also reiterates its previous remark that "stewardship and accountability are two distinct

concepts and the IPSASB should discuss the stewardship of resources separately from

accountability", noting that the IASB Framework no longer includes 'accountability' or 'stewardship'

because the IASB equates 'accountability' with 'stewardship'( IASB Framework September 2010).

8
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3. Do you agree with the qualitative characteristics of, and constraints on, information included in

GPFRs of public sector entities? In particular, whether:

a. "Faithful representation" rather than "reliability" should be used in the Conceptual

Framework to describe the qualitative characteristics that is satisfied when the

depiction of an economic or other phenomenon is complete, neutral, and free from

material error; and

b. Materiality should be classified as a constraint on information that is included in

GPFRs or as an entity-specific component of relevance?

Qualitative Characteristics

HoTARAC agrees with the proposed qualitative characteristics, subject to the previous comments on

verifiability and disagrees with materiality being classified as a constraint on information.

HoTARAC supports the use of "faithful representation" rather than "reliability" in the Framework.

HoTARAC is of the view that materiality should be classified as an entity-specific component of

relevance, consistent with the IASB Framework. The literal interpretation of "constraint" is a

limitation or restriction. This is not the case with "materiality" - it relates instead to the relative

usefulness of information. As explained in the IASB's Framework, "the relevance of information is

affected by its nature and materiality". Also, as explained in the AASB's standard AASB 1031

Materiality, "materiality is a matter of professional judgement influenced by the characteristics of

the entity and the perceptions as to who are, or are likely to be, the users of the financial

statements, and their information needs". HoTARAC cannot identify any reason why these views are

not applicable in apublic sector context; hence, the concept of materiality is better classified as an

entity-specific component of relevance.

Conversely, a minority in HoTARAC agrees that materiality should be classified as a constraint on

information.

4. The basis on which a public sector reporting entity is identified and the circumstances in which

an entity should be included in a group reporting entity.

Reporting entity

HoTARAC supports the basis on which a public sector reporting entity is identified.

9
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HoTARAC agrees that the key characteristic of a reporting entity is the existence of service recipients

or resource providers who are dependent on GPFRs for information about the activities of particular

governmental organisations, programs or other identifiable activities for accountability or decision

making purposes.

However, as GPFRs are traditionally only prepared for reporting entities, as defined in the

Framework, rather than parts thereof, HoTARAC would urge the IPSASB to carefully consider the

practical application (particularly the cost burden) of inferences that GPFRs may be appropriate for

parts of a reporting entity (like programs or identifiable activities).

HoTARAC recommends that IPSASB defines clearly the concept of 'entity', otherwise segments or

parts of an entity may be required to prepare GPFRs.

To address this, HoTARAC suggests that the IPSASB should:

(a) replace 'a govern·ment or other public sector organization, program or identifiable activity' with

'an entity' in paragraph 4.1 and then define or describe what constitutes an 'entity', and

(b) provide more details around indicative factors or characteristics of a reporting entity (e.g.

separation of management from economic interest, economic or political importance / influence

and financial characteristics) to help clarify the distinction between an 'entity' and a 'segment'.

HoTARAC notes that the IASB has delayed its work on the reporting entity phase of its Framework.

The exposure draft provides good gUidance where it is not clear whether an entity is a reporting

entity. The following paragraph is particularly useful for preparers:

paragraph 4.4: "The factors that are likely to signal the existence of users of GPFRs of a
government or other public sector organizotion, progrom or identifiable octivity (or groups
thereof) include the responsibility or capocity to roise or deploy public monies, ocquire or
manoge public assets, incur liabilities, or undertake activities to achieve service delivery
objectives".

Regarding the last sentence of paragraph BC 4.5, which indicates that insignificant entities may not

be identified as reporting entities, HoTARAC is concerned that in contrast with the private sector all

public sector entities (ranging from very large to very small) by their very nature would meet the

proposed "criteria" for preparing GPFRs (due to the existence of service recipients, resource

providers, etc). Therefore, the Framework should expand (in the Basis for Conclusions) the rationale

for its expectation in paragraph BC4.5, and the IPSASB needs to allow for this by revising the

discussion in the body of the Framework so that public sector entities that are immaterial in terms of

their nature and relative size are not identified as reporting entities.

Group reporting entity

HoTARAC agrees with the proposed key characteristics of a public sector group reporting entity.

10
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HoTARAC notes that the key characteristics support the substance over legal form principle. In

addition, they apply whether or not there is a 'crown entit¥'; the criterion is whether or not

dependent users exist.

In addition, the characteristics described in paragraph 4.7 align with the current concept of control

in Australia and focus on service potential rather than financial return in contrast to the IASB

Framework.

Paragraphs 4.11 and 4.12 provide good guidance on how to apply this principle in practice. For

example, the entity would be included in the group where government may possess the authority

and capacity even though it does not exercise it or it would not be included where an entity may

direct the activities of another entity but cannot exercise the authority to direct benefits for its own

use (e.g. trustee or agent).

Regardfng the situations described in paragraphs BC4.19 and BC 4.20, HoTARAC suggests clarifying

that all the factors (including exposure to benefits and losses) would need to be met to determine

the boundary of a group reporting entity. Also, the IPSASB should consider whether the resulting

aggregation of entities into consolidated GPFRs would present meaningful information.

Further, HoTARAC is particularly concerned about the pre-emptive exclusion of GBEs from the scope

of the Framework (paragraph 1.1). Based on paragraph 4.7 and perhaps paragraph 4.11, the IPSASB

acknowledged that GBEs are controlled by the whole of Government (or other public sector entities

controlled by the Government). This clearly suggests that GBEs should be part of a public sector

group reporting entity (e.g. the group reporting entity being the whole of Government or other

public sector entity). However, HoTARAC notes that the IPSASB has excluded GBEs without a sound

justification. Therefore, as mentioned above, HoTARAC recommends that the JPSASB acknowledge

that GBEs are public sector entities and develop the Framework so that concepts are broad enough

to be applied to GBEs.

A minority of HoTARAC members does not support the group reporting entity concept in the

exposure draft. In their opinion, as there is no public-sector reason for deviating from IASB

framework, IPSASB should retain IASB definitions and terminology.

Other comments

• paragraphs 2.7 and 2.8: "non-exchange transactions" and "cost recoveries" need to be defined

within the Framework; paragraph 2.10: HoTARAC believes that the words "that were" should be

inserted between the words funds and raised in the second dot point for clarity;

• paragraph 2.14: for clarity, financial position, financial performance, cash flows and changes in

net assets should be presented as the first dot point. As an example, the paragraph could state

the following: "GPFRS will need to provide information about:

o the financial position of the government or other public sector entity as at the reporting

date and its financial performance, cash flows, and changes in net assets during the

reporting period;

11
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o service deliveries/outcomes; and

o future plans (i.e. budget). In addition, a comparison between actual and budget

information should be included;

• paragraph 3.16: HoTARAC is of the view that" ... the process used to produce the reported

information has been applied as described" should be reworded to " ... the qualitative

information about the process and/or technique to obtain the information applied has been

correctly described"; and

• paragraph 4.10: HoTARAC suggests replacing "about, for example" with "including" as in

HoTARAC's view this is a requirement rather than an example.

12
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Date Your date  
June 22, 2011  

Reference number Your reference number 

51-785/2011  

Our reference  

C-G Gustavsson  

  

  

  
 

The Swedish National Drottninggatan 89 Phone +46 8 690 43 00 Postal giro 865800-7 Invoicing address 

Financial Management P.O Box 45316 Fax +46 8 690 43 50 Company Reg.no Ekonomistyrningsverket 

Authority SE-104 30 Stockholm www.esv.se 202100-5026 FE 27 

  registrator@esv.se SE202100502601 (EU) SE-833 83 Strömsund 

Comments on Conceptual Framework ED 1 Conceptual 

Framework for General Purpose Financial Reporting by 

Public Sector Entities 

The Swedish National Financial Management Authority (ESV) appreciates the 

opportunity to comment on the ED 29 Revenue from Non-Exchange Transactions. 

   

ESV is the government agency responsible for financial management and 

development of GAAP in the Swedish central government. Full accrual accounting 

was introduced in 1993 and we hope that our experience will be a contribution in 

your work with various accounting issues. 

 

We support the ED and agree with all the specific matters for comment. As a 

clarification we however would like to make clear that when translated into 

Swedish the difference between the wordings “faithful representation” and 

“reliability” are of no importance so in that perspective we are indifferent on matter 

3 (a). 

 

We hope the comments given will be useful in your continuing work. We would 

like to take this opportunity to express our support for the development of 

International Public Sector Accounting Standards and a framework for financial 

reporting. 

 

Curt Johansson and Claes-Göran Gustavsson have prepared the comments given in 

this report.  

 

 

Yours sincerely, 

 

 

 

Ingemar Härneskog 

 

Deputy Head of Department, 

Department of Central Government Accounting and Finance 

 

CF-ED 1 005IFAC IPSASB Meeting Agenda Item 4B



 2/2 

 
 

 

 

 

Ingemar Härneskog 

Deputy Head of Department 

Direct: +46 8 690 43 90 

E-mail: claes-goran.gustavsson@esv.se 

Fax: +46 8 690 43 50 

 

 

Claes-Göran Gustavsson  

Senior Advisor 

Direct: +46 8 690 43 26 

Mobile: +46 708   90 43 26 

E-mail: claes-goran.gustavsson@esv.se 

Fax: +46 8 690 43 50 

 

 

 

 

Curt Johansson 

Senior Advisor 

Direct: +46 8 690 43 26 

Mobile: +46 708   90 43 26 

E-mail: curt.johansson@esv.se 

Fax: +46 8 690 43 50 
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I[ewILtJIJiidtand Government of Newfoundland and Labrador

Department of FinanceLabrador Office of the Comptroller General

June 15, 2011

Ms. Stephenie Fox, Technical Director
International Public Sector Accounting Standards Board
International Federation of Accountants
277 Wellington Street West
Toronto, Ontario
M5V3H2

Dear Ms. Fox:

Re: IPSASB CF-ED1-Conceptual Framework for General Purpose Financial Reporting by
Public Sector Entities (Phase I)

I offer the following comments to IPSASB on the Conceptual Framework Exposure Draft
CF-ED1-Conceptual Framework for General Purpose Financial Reporting by Public Sector
Entities on behalf of the Provincial Government of Newfoundland and Labrador.

General Comments

While it is recognized that significant differences that exist across countries and jurisdictions
create challenges in developing an international conceptual framework, it is none the less that the
foundational concepts and principles of such a framework must allow a government to provide
financial reporting that reflects jurisdictional attributes and constitutional structures. In this
respect, if a conceptual framework develops principles that do not appreciate unique
characteristics or legislative structures across governments and its government organizations, it
will not provide financial information that is useful and informative for the primary user.

In relation to CF-ED 1, we have concerns with the extension of the scope to areas beyond the
financial statements and the proposal relating to the basis in which a public sector reporting
entity is identified and the circumstances in which an entity should be included in a group
reporting entity. We previously provided these concerns to IPSASB (April 14, 2009) in
comment to the consultation paper during that phase of the project. These particular proposals
are not supported as they do not appear to respect the unique constitutional framework here in
Canada and intends to provide guidance in reporting areas that should remain within the
authority of individual jurisdictions. These concerns are detailed below in relation to specific
matters for comment. Further, it is to be noted that our concerns are to be reiterated in relation to
continuing reference within the consultation papers of Phase II and III of the Conceptual
Framework project.
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Role, Authority and Scope

While it is agreed that the scope of the framework should be determined by the information
needs of the primary user and the objectives of financial reporting, IPSASB’s proposal to extend
the scope beyond the financial statements, to report on information that includes non-financial
information is not supported. Extending the scope is beyond the “Terms of Reference” of the
IPSASB (authority to issue standards to be applied by members of the profession in the
preparation of general purpose financial statements of public sector entities). Further, such an
extension to the scope extends guidance in areas that are outside the profession’s expertise in
certain circumstances (non-financial performance and service delivery outcomes). It is our
position that guidance in such areas should be left at the discretion of the individual reporting
jurisdictions which may have their own legislative and/or regulatory reporting requirements on
matters such as non-financial performance.

Objectives and Users

It is agreed that the objectives should provide information that is useful to the users which
support accountability and decision-making. However, in extending the scope beyond financial
statements, these objectives are to be applied in many areas of financial reporting of a
government that may already be subject to certain objectives or guidance. Hence, it is not seen
as appropriate that the conceptual framework of an accounting standards board should be the
authoritative guidance in reporting outside of the financial statements.

While in essence, the ED proposes users to be the public and their representatives, it is
questioned as to why it is necessary to split the public into two groups: service recipients and
resource providers. The proposal to include the legislature (or similar body) in the capacity as
representatives of the interests of service recipients and resource providers is similar to the
concept within the current PSAB conceptual framework. It is understood that the public does
receive services and are resource providers as well as the beneficial owners of public money;
however, tailoring this group into components with different information needs is not seen as
necessary in relation to preparing general purpose financial statements and therefore is not
supported.

Oualitative Characteristics

The proposed qualitative characteristics are generally supported; they are similar to the
characteristics within the current PSAB conceptual framework, with some variation in the
organization of certain concepts. However, we provide the following comments.

Conservatism has been excluded from the IPSASB’s proposed conceptual framework. This
has long been a characteristic of reliability within Canadian conceptual frameworks; it should be
recognized in the IPSASB’s conceptual framework as its use under conditions of uncertainty
affects neutrality of financial statements in an acceptable manner in our profession.
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Per IPSASB’s proposal, the concept of faithful representation has been used instead of
reliability. However, it notes that faithful representation is achieved when a transaction or event
is presented based on substance over form and it is complete, neutral and free from material
error. Therefore, it appears that the concepts upon which reliability are based are still given
consideration in determining the faithful representation of financial statements. While it is not a
significant concern if reliability is replaced with faithful representation, such a change in
terminology is not seen as necessary in developing an international conceptual framework.

In response to requested comment, it is our position that materiality is viewed to be more
appropriate as a constraint on information than an entity-specific component of relevance. It is
perception within the accounting profession in Canada that materiality is a matter of professional
judgment and a consideration in determining if an event or transaction should be subject to
public sector accounting standards and guidelines. In this regard, it is our view that it should be
considered in relation to all qualitative characteristics and not just from the perspective of
relevance. It should be given the same consideration as cost-benefit in relation to determining if
an event or transaction would be considered significant by the primary users of financial
statements in making assessments and judgments.

Further, the concern with the extension of the scope beyond the financial statements is
reiterated in relation to its reference in the discussion of the various qualitative characteristics.
Application of the qualitative characteristics in relation to the proposed scope is seen as
problematic especially from an audit perspective.

Public Sector Reporting Entity

Another concern is the basis on which a public sector reporting entity is identified and the
circumstances in which an entity should be included in a group reporting entity. The proposals
in this ED do not adequately address our concern, as a senior government, that was identified in
response to the consultation paper. While it is understood that the proposals reflect an approach
that may allow flexibility in dealing with the diverse needs from an international perspective; it
remains too broad and is subject to interpretation which does not provide adequate assurance that
the constitutional framework within Canada will be protected. The PSA Standards support the
reporting of federal, provincial, territorial and local governments as separate financial reporting
entities. In this respect, there continues to be concern that under the proposed international
framework, of the possibility of a senior government reporting entity (provincial government)
having to include a local government (municipalities) in preparing consolidated financial
statements.

In particular, IPSASBs current proposal to only identify circumstances and principles for
inclusion of an entity or activity within a public sector group reporting entity rather than defining
a potential base (e.g. control, accountability) is an approach that is broad; it can lead to many
interpretations in defining a reporting group. Further, to replace the concept of the “power
criterion”, previously proposed in the consultation paper, with the “authority and capacity to
direct” only adds to the confusion in defining a reporting entity.
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In addition, the proposals include “the existence of users who are dependent on general
purpose financial reports (GPFRs) for information about the activities of particular governmental
organizations, programs or other identifiable activities for accountability or decision-making
purposes” as a key characteristic of a reporting entity. It is our position that this creates
additional uncertainty in our ability to protect our constitutional framework within the financial
reporting requirements being proposed from an international perspective.

While, it appears that the proposed guidance may allow for consideration of institutional and
operational differences among jurisdictions per paragraph 4.13; it is suggested that a separate
standard be developed. A separate standard would allow consideration or preservation of
particular circumstances of jurisdictions in developing the authoritative requirements that give
effect to the principles in the framework. It may be appropriate to include wording similar to the
PSA Standards which state that “The standards are intended to apply to the financial statements
of the federal, provincial, territorial and local governments. Each of these governments is a
separate financial reporting entity and would be excluded from the financial reporting of any
other government.”

Thank you for the opportunity to provide my comments on this issue. If you require further
information, please contact myself or Carmalea Gillingham, Accounting Research Specialist, at
(709) 729-4049.

Yours truly,

RONAtD A. WILLIAMS, CA
Comptroller General of Finance

cc: Terry Paddon, Deputy Minister of Finance
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June 15, 2011     
 
Technical Director 
International Public Sector Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street West, 6th Floor 
Toronto, Ontario M5V 3H2 Canada 
 
 
To the Director: 
 
On behalf of the Association of Government Accountants (AGA), the Financial 
Management Standards Board (FMSB) is pleased to submit comments to the 
International Public Sector Accounting Standards Board (IPSASB) on the 
Exposure Draft (ED) entitled “Conceptual Framework for General Purpose 
Financial Reporting by Public Sector Entities, Phase 1”. With more than 15,000 
members, the AGA is a leading United States organization supporting the careers 
and professional development of government finance professionals working in the 
federal, state and local governments as well as the private sector and academia.  
 
We strongly support the efforts by the International Public Sector Accounting 
Standards Board (IPSASB) in developing this Conceptual Framework. 
 
Both U.S. standard setting bodies for this community, the Federal Accounting 
Standards Advisory Board (FASAB) and the Governmental Accounting Standards 
Board (GASB) have issued Concept statements for their particular public sectors 
which are appropriately tailored for the unique elements of their respective 
constituents. This draft Concept Statement incorporates many of the strengths of 
these documents but has the opportunity to provide a global strategic direction that 
may enhance the usefulness of all public sector financial reporting. 
 
We have noted that Phase 4 of this project is expected to evaluate how to present 
financial and non-financial information in General Purpose Financial Reports 
(GPFRs).  However, we believe Phase 1 of the framework project provides a better 
opportunity to emphasize that the GPFRs should provide users with information 
on historical financial performance as well as current financial performance and 
condition. Financial statements by themselves (even comparative financial 
statements) provide a limited snapshot of the public sector entity, which is 
insufficient to effectively evaluate its performance and meet the needs of the users. 
We recommend that IPSASB should note in Phase 1 that public sector entity 
financial reports are generally more useful when historical financial performance 
information (along with historical operating performance information and 
prospective operating plans) accompanies the financial statements. 
 
We were pleased to see the issuance of the IPSASB exposure draft on Key 
Characteristics of the Public Sector with Potential Implications for Financial 
Reporting and we believe the inclusion of such a discussion in a conceptual 
framework would support the specific objectives as well as introduce certain 
unique concepts that are discussed in more detail in this document. 

 

2208 Mount Vernon Ave 
Alexandria, VA 22301 
 
 
(703) 684-6931 
(703) 548-9367 (fax) 
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Specific Matters for Comment 
1. Role, authority and scope of the Conceptual Framework 

We agree with the general role, authority and scope of the Conceptual Framework.  
The document acknowledges the broad differences in public entities and the 
operating environments in which they operate and the framework is effectively 
high-level. Many of the explicit statements in the exposure draft are appropriate 
and were also a fundamental implicit foundation for U.S. federal, state and local 
standard setting bodies. As noted above, we support the recognition of the other 
elements of the GPFR beyond the financial statements. 
 
2. Objectives of financial reporting by public sector entities and the primary users 

of GPFRs of public sector entities and their information needs. 

As noted above in General Comments, we believe it would be valuable to include 
here a discussion of the structural and operating differences that drive the 
differences in objectives for financial reporting, as was done in FASAB and GASB 
Concept Statements. While their standards address the unique elements of each 
broad type of public sector, we believe certain characteristics of all governmental 
entities (e.g., the significance of non-exchange transactions, focus on performance 
outcomes and the regulatory role of government, etc.) are fundamental to these 
objectives and should be addressed here. Such an introduction would allow for a 
better understanding of certain concepts introduced later on in the framework. Its 
omission was notable in our review of this document. 
 
Users of general purpose financial reports (ED ¶ 2.3 – ¶ 2.6). We support the 
deliberate classification by IPSASB of the users of GPFRs as “service recipients 
and their representatives” and “resource providers and their representatives”. Both 
constituencies should be considered in public sector financial reporting but this 
grouping better highlights the differences in their information needs. 
 
Information Needs of Service Recipients and Resource Providers  (ED ¶ 2.7 – ¶ 
2.13). We found this section somewhat confusing and the IPSASB should consider 
reorganizing this section.   

• ¶ 2.9 further defines “resource providers”. We believe this should be 
included with the discussion on the definitions in the section “Users of 
General Purpose Financial Statements” (ED ¶ 2.3 – ¶ 2.5). 

• It is unclear why the accountability needs for service recipients and service 
providers are grouped together under a subcaption. We believe these 
should be discussed respectively in conjunction with ED ¶ 2.8 and 2.11. 

•  ¶ 2.12 includes a further definition of voluntary and involuntary resource 
providers. The definitional components of the section should be discussed 
in the “Users of General Purpose Financial Statements” section (ED ¶ 2.3 
– ¶ 2.5). 
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Information Provided by General Purpose Financial Reports (ED ¶ 2.14 – ¶ 2.25). 
As a point of reference, the FASAB’s Concept Statement No.1 categorizes the 
objectives of federal financial reporting as: 

• Budgetary Integrity 
• Operating Performance 

• Stewardship 
• Systems and Control 

The IPSASB categorizations are generally consistent with those of FASAB. 
However, we believe there are certain clarifications or areas of emphasis that 
would make the setting of specific standards more effective. 
 
Financial Position, Financial Performance and Cash Flows (¶ 2.15 - ¶ 2.18). In 
general, we believe that IPSASB should emphasize the need for GPFRs to put the 
current financial statements in their proper historical context to ensure the 
relevance of the information to the users.  
 
We concur with the statements in this section as they relate to the current financial 
presentation but we believe the IPSASB could emphasize that the financial 
statements provide the most relevant information on the current financial position 
and condition, and that they should be reviewed in context with historical 
information and information on future service delivery objectives. 
 
Service Delivery Achievement (¶2.21). As discussed above, we believe it is critical 
for effective GPFRs to provide information on historical as well as current service 
delivery achievements (SDAs) along with their related cost information. 
Discussions of SDAs should be aligned with the mission and goals of the entity. 
Historical SDA information should be provided at a summary level and only for 
the most relevant and significant SDAs, as context for the assessment of the 
current SDAs and future service delivery objectives.  
 
Although discussed in ¶ 2.25, we believe that ¶ 2.21 is a better place to discuss that 
SDAs should be reasonably representative of the overall financial performance of 
the entity.  
 
Prospective financial and non-financial information (¶ 2.22 - ¶ 2.23). We concur 
with the statements made by IPSASB in ¶ 2.22 and ¶ 2.23. The current discussions 
in the United States over the nation’s ability to fund future service delivery 
activities illustrate how prospective financial information may serve as the most 
relevant component of a GPFR for many users.  
 
Narrative reports (¶ 2.24 - ¶ 2.25). We appreciate IPSASB’s discussion of how 
narrative reports can supplement financial statements in providing information to 
users for accountability and decision-making purposes.  We believe it would be 
helpful to distinguish the reporting of objectively presented information (SDAs, 
cost information, etc.) from the reporting of more subjective views and analysis 
from entity management. 
 

CF-ED 1 008IFAC IPSASB Meeting Agenda Item 4B



 

 4

Other sources of information (¶ 2.26).We believe IPSASB should also recognize 
the role that a concise “Citizen’s Report” or other abbreviated financial and 
performance report can serve in meeting the needs of users. 
 
We note that IPSASB has not addressed two objectives outlined by FASAB 
categorized as “stewardship” and “systems and control”. We believe these 
objectives are relevant to all public sector entities and should also be recognized 
by the IPSASB. We suggest these elements be combined with budgetary 
compliance under a broader “stewardship” section addressed by IPSASB and 
considered in future phases of this project. 
 
3. Qualitative characteristics of, and constraints on, information included in 

GPFRs of public sector entities  
a. Should “faithful representation” rather than “reliability” be used in 

the Conceptual Framework to describe the qualitative characteristic 
that is satisfied when the depiction is complete, neutral, and free 
from material error? 

We believe that the term “faithful representation” is better than “reliability”. There 
are instances when balances, analyses, performance data or forecasts can be 
“reliable”, but may not be a “faithful representation” of the matter they intend to 
portray. The latter implies that it is reported in the proper context, showing how 
that data impacts the entity’s performance, condition or future plans. 
 

b. Should materiality be classified as a constraint on information that 
is included in GPFRs or as an entity-specific component of 
relevance? 

We believe materiality is appropriately classified as a constraint on information. 
We believe that IPSASB should also consider discussing the qualitative 
characteristics of the GPFRs themselves, such as readability, conciseness, structure 
and integration. Overall, GPFRs should contain information that is considered 
“useful” by readers. 
 
4. The basis on which a public sector reporting entity is identified and the 

circumstances in which an entity should be included in a group reporting 
entity. 

The FASAB is currently considering whether certain principles can be applied to 
define a “core” versus “non-core” component of a government, in determining 
whether an entity requires consolidation. These principles are: 

• Is the entity included in the budget? 
• Does the government have a majority ownership interest? 
• Does the government exercise control with expected benefits or risk of 

loss? 
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The application of these specific (or any) principles to all situations is likely to be 
very subjective and problematic. We found the emphasis by IPSASB on the 
“authority and capacity to direct the activities of other entities” may result in 
quasi-governmental self-funded commissions and boards arguing against their 
consolidation. Supplemental principles or contributing factors that should be 
considered may be needed. 
 
We believe IPSASB may also need to consider stating that GPFRs should 
adequately disclose “implicit financial or control relationships” with entities that 
are not within the group reporting entity. The concept of “intergovernmental 
dependence” is unique within the public sector, but the impact on the reliability of 
financial reporting is not. Such explicit relationships in the commercial sector, 
usually through inadequately disclosed loan guarantees, have resulted in 
unexpected and significant changes to an entity’s financial condition, impacting 
their usefulness to readers. The existence of “implicit” relationships and 
intergovernmental dependence requires more guidance under a concept statement, 
due to their subjective nature. 
 
We appreciate the opportunity to comment on this document and would be pleased 
to discuss this letter with you at your convenience.  A majority of members 
approved the issuance of this letter.  If you have questions concerning the 
comments in this letter, please contact me at cpaesp@att.net.  
 
     Sincerely, 

      
 Eric S. Berman, CPA, Chair  

         AGA Financial Management Standards 
Board 
cc:  Lisa Casias, CPA  
       AGA National President 
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Opinions of the Federation of Professional Councils of Economic 
Sciences (FACPCE) 
 

Phase 1  —the scope of financial reporting, the objectives of 
financial reporting and the users of GPFRs, the qualitative 
characteristics of information included in GPFRs and the reporting 
entity; 
 

Specific matters for comment 

1 Role and Authority of  the Conceptual Framework, and  the Scope 
of the General Purpose Financial Reporting.  

Paragraph 
No. 

Paragraph Reference  Opinion 

1.2  Authority  of  the  Conceptual 
Framework  
This  Conceptual  Framework  does 
not  establish  authoritative 
requirements  for  financial 
reporting  by  public  sector  entities 
that  adopt  IPSASs,  nor  does  it 
override  the  requirements  of 
IPSASs.  However,  it  may  provide 
guidance  in  dealing  with  financial 
reporting  issues  not  dealt with  by 
IPSASs  or  non‐authoritative 
guidance issued by the IPSASB.  
   In  these  circumstances, 
preparers  and  others  can  refer  to 
and  consider  the  applicability  of 
the definitions, recognition criteria, 
measurement principles  and other 
concepts  identified  in  this 
Conceptual  Framework.  In  some 
cases,  an  IPSAS  may  identify 
circumstances  where  the 
definitions  and  other  concepts  in 
this  Conceptual  Framework  have 
authoritative status. 

Authority of the Conceptual Framework  
This  Conceptual  Framework  does  not 
establish  authoritative  requirements  for 
financial  reporting  by  public  sector 
entities  that  adopt  IPSASs,  nor  does  it 
override  the  requirements  of  IPSASs. 
Nevertheless,  it will  provide  guidance  in 
dealing with reporting issues …. 
Rationale: 

For  the  future  IPSASs  there  must  be  a 
hierarchy  in  the  CF  related  to  the 
standards to be projected, as they are the 
essence  and methodological  process  via 
which  the  fundamental  concepts  are 
established  in  one  and  broken  down  in 
the others.  

In  this way,  it  is  in concordance with  the 
definition in paragraph 1.1. 

1.6  Scope of Financial Reporting 
GPFRs  of  public  sector  entities 
includes,  but  are  more 
comprehensive  than  financial 
statements,  including  these  notes. 

The comments  should be  included  in  the 
body, not as footnotes.  
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They can report  information about 
the past, present and future that is 
useful  to  users  ‐including  financial 
and  non‐financial quantitative  and 
qualitative  information  about  the 
achievement  of  financial  and 
service  delivery  objectives  in  the 
current  reporting  period,  and 
anticipated  future  service  delivery 
activities  and  resource  needs.1. 
GPFRs  are  likely  to  compromise 
multiple  reports,  each  responding 
more directly  to certain aspects of 
the objectives of financial reporting 
and  matters  included  within  the 
scope  of  financial  reporting.  The 
format of presentation adopted by 
GPFRs will also respond to, and be 
influenced  by  matters  included 
within  the  scope  of  financial 
reporting. 

1.8  Applicability of the Conceptual 
Framework: 
The Conceptual Framework applies 
to financial reporting by public 
sector entities other than GBEs. 
Therefore, it applies to GPFRs of 
national, state/provincial and local 
governments. It also applies to a 
wide range of other public sector 
entities, including government 
ministries, departments, programs, 
boards, commissions, agencies, 
public sector social security funds, 
trusts and statutory authorities and 
international governmental 
organizations that are public sector 
entities. 
 

As a generic definition, "Decentralized 
and Deconcentrated" entities should be 
incorporated, understanding that:  
Decentralized: Entities within the General 
Government Sector (GGS) with autonomy 
and autarky for funds management. 
Deconcentrated: Entities within the 
General Government Sector (GGS) with 
autonomy and autarky for funds 
management, but with authority issued 
by law with more autonomy, for political 
or economic reasons, which allows them 
to remain outside the financial 
administrative circle, such as Tax 
Authorities (AFIP) or entities that manage 
retired people's health care and other 
matters (PAMI).  

 

 

2. Goals  of  the  financial  reporting  and  General  Purpose  Financial 
Reporting Users  

                                                            
1 The reference hereby to the inclusion of information in the GPFRs does not imply that the inclusion of 
such information in all the GPFRs may be prepared. 
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Paragraph 
No. 

Paragraph Reference Opinion 

     

 

3. Qualitative  Characteristics  of,  and  Constraints  on,  Information 
included in General Purpose Financial Reports. 

Paragraph 
No. 

Paragraph Reference  Opinion 

BC 3.8  Faithful Representation 
The Conceptual Framework 
explains that to be useful 
information, it must be a faithful 
representation of the economic 
and other phenomena that it 
purports to represent.  A single 
economic or other phenomenon 
may be represented in many ways. 

We agree on the FAITHFUL 
REPRESENTATION terminology.  

 

4. The Reporting Entity and Group Reporting Entity 

 

Paragraph 
No. 

Paragraph Reference  Opinion 

4.6  In some cases, GPFRs for these 
entities may be prepared on a 
voluntary basis. 

Every entity managing public funds must 
submit reports or financial statements; to 
account for such funds, that information 
should never be "on a voluntary basis". 

4.8  The benefits derived from the 
government (or other public sector 
entity) from the entities whose 
activities it has the authority and 
capacity to direct may be financial, 
such as a..."  

I understand that "specific transactions" 
should be added where "capacity to 
direct" is shown, beyond their autonomy, 
such as: 
• Grants (Contributions from the 

Treasury) to the different government 
levels (provincial and local); 

• Debt collateral from a sector of the 
government to another; 

• Assumption of liabilities by the 
Central Government; and  

• Debt forbearance from a sector of the 
government sector to another; 

w/pn  w/p  I understand that, as a guideline, the 
classification established by the 2001 
Ministry of Economy and Public Finance 
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(MEFP, its Spanish acronym) should be 
adopted, as stated in IPSAS 22 (GGS that 
includes a QMS, PMO and SGL), this 
would simplify the topic and make it more 
understandable, with enough flexibility 
for the countries' legal frameworks to 
adjust it according to their own 
characteristics.  
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Technical Director         June 15, 2011 
International Public Sector Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street West, 6th Floor 
Toronto, Ontario M5V 3H2, 
CANADA                                    
 

 

Subject: Comments On Exposure Draft 1 ‘Conceptual Framework For General Purpose 
Financial Reporting By Public Sector Entities: Role, Authority And Scope; Objectives And 
Users, Qualitative Characteristics; And Reporting Entities’ 

 
Dear Sir,  
 
The Institute of Chartered Accountants of Pakistan welcomes the opportunity to offer comments on 
the above mentioned exposure draft.  
 
Please find enclosed the comments of the relevant Committee of the Institute for your perusal.  
 
If you require any further clarification, please do not hesitate to contact us. 
 
Yours faithfully, 
 
 
 
 
Haroon Tabraze 
Director Technical Services 
The Institute of Chartered Accountants of Pakistan 
haroon.tabraze@icap.org.pk 
 

 
 
 
 
 
 
 
 
 
 

 
(Established under the Chartered Accountants Ordinance, 1961-X of 1961) 

 
 

Chartered Accountants Avenue, Clifton, Karachi-75600 (Pakistan) Ph: (92-21) 111 000 422 Fax: 99251626  

Website: http://www.icap.org.pk E-mail: info@icap.org.pk  
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COMMENTS ON CONCEPTUAL FRAMEWORK FOR GENERAL PURPOSE FINANCIAL 
REPORTING BY PUBLIC SECTOR ENTITIES: ROLE, AUTHORITY AND SCOPE; OBJECTIVES 
AND USERS, QUALITATIVE CHARACTERISTICS; AND REPORTING ENTITIES  

 
Specific Matters for Comment 

The IPSASB would particularly value comments on whether you agree with the: 
 
1. Role, authority and scope of the Conceptual Framework; 
  

 
Comments 

The exposure draft defines the broad principal on the basis of which specific standards will be 
developed their general authority and its wide scope caters for all the future requirements.  
 
2. Objectives of financial reporting by public sector entities and the primary users of GPFRs 
of public sector entities and their information needs; 
 

 
Comments 

Objective of the financial reporting by public sector organization is fairly straight forward and covers 
both the aspect of accountability and decision making. 
Definition of Primary Users of General Purpose Financial Reports (GPFRs) and description their 
information need is broad enough to encompass all the possible stakeholders and their required 
information relating to a Public Sector Organization. 
 
3. Qualitative characteristics of, and constraints on, information included in GPFRs of 
public sector entities. In particular, whether: 
 
(a) “Faithful representation” rather than “reliability” should be used in the Conceptual 
Framework to describe the qualitative characteristic that is satisfied when the depiction of 
an economic or other phenomenon is complete, neutral, and free from material error; and 
 

 

Comments 

“Faithfull Representation” is more comprehensive and complete term. Component of Reliability is 
covered in Framework by including the term “Verifiability”. Further the preparer of GPFRs are 
expected to know about the qualitative characteristic of “Faithfull Representation” 
 
(b) Materiality should be classified as a constraint on information that is included in GPFRs 
or as an entity-specific component of relevance; and 
 

 
Comments 

Basic qualitative characteristics are broad enough to make all the information to be represented 
fairly for decision making and accountability purpose. By including “Materiality” as constraint on 
information serves as extra emphasis on its important. 
 
4. The basis on which a public sector reporting entity is identified and the circumstances in 
which an entity should be included in a group reporting entity. 
 

 
Comments 

By linking the objective of GPFRs with its users, the existence of service recipient or resource 
providers is the most appropriate characteristic to identify a reporting entity. In addition to the 
legislation, authority and capacity to direct activities of another entity is an appropriate 
characteristic to indicate existence of group.  
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