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LONG-TERM FISCAL SUSTAINABILITY 

Objective(s) of Agenda Item 

1. To discuss a detailed analysis of the responses to ED 46, Reporting on the Long-Term 

Sustainability of a Public Sector Entity’s Finances and to obtain directions for development of the 

ED into a final RPG. 

Material(s) Presented 

Agenda Item 5.1 Analysis of Comments 

Agenda Item 5.2 Respondents’ Comments  

Background 

2. ED 46 was issued in October 2011 with comments requested by February 29, 2012.  38 responses 

have been received.  The draft minutes from the June 2012 meeting are in the Appendix.   

Action(s) Requested 

3. The IPSASB is asked to consider the “Matters for Consideration” in each of the Agenda Papers. 
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Appendix: Extract from the June 2012 Meeting Minutes 

X. LONG-TERM FISCAL SUSTAINABILITY 

Discuss Issues and Review Draft Consultation Paper (Agenda Paper 5) 

The IPSASB had an initial discussion of the high level overview of responses to Exposure Draft (ED) 46, 

Proposed Recommended Practice Guideline (RPG), Reporting on the Long-Term Sustainability of a 

Public Sector Entity’s Finances (hereafter LTFS Report) prepared by Staff.  ED 46 was issued in October 

2011 with comments requested by February 29, 2012.  The IPSASB had received 37 responses. 

Going Concern 

A member noted that a respondent appears to confuse the notion of going concern (which is a short-term 

notion) with LTFS and suggested that when developing the final guidance the difference between these 

two notions should be clarified, perhaps in paragraph BC9. 

To which Entity should the Proposed RPG apply? 

Almost a third of respondents commented on the level of government and nature of the entity to which the 

proposed RPG should apply.  It was suggested that the final guidance should clarify that different 

indicators and time horizons would be relevant, dependent upon the level of government and nature of 

the entity that is applying the RPG.  An example was given where an appropriate indicator for a central 

government might be Gross Domestic Product (GDP) and the report would be prepared using a long time 

horizon whereas a local government might use a 3–5 year time horizon and GDP is unlikely to be a 

relevant indicator. 

Position of LTFS Report Relative to Financial Statements  

Almost a third of respondents commented on the relationship of a LTFS Report to the GPFSs.  A member 

commented that when developing the Consultation Paper (CP), Reporting on the Long-Term 

Sustainability of Public Finances, in 2008, it was noted that the LTFS Report that was closest to GPFSs 

was the US example of the Statement of Social Insurance.  However, the CP concluded that, at that time, 

it was a part of GPFRs rather than GPFSs.  It was suggested that when developing the final guidance this 

issue should be clarified. 

Audit and Assurance  

A significant minority of respondents expressed a range of views as to whether or not a LTFS Report 

could or should be audited or otherwise be subjected to assurance.  Staff noted that at one stage in the 

development of the CP there had been a specific section on audit and assurance, but that in the final CP 

discussion of audit and assurance had been subsumed into a more general section on enhancing the 

reasonableness of assumptions.  ED 46 followed this approach by not going into detail on audit and 

assurance.  Staff suggested that, given the views on audit and assurance and the significance of the 

issue to some respondents there should be a fuller explanation of the IPSASB’s approach in the Basis for 

Conclusions (BC), regardless of the substance of the approach taken.  

It was suggested that the nature of assurance required for a LTFS report is a jurisdictional issue and that  

preparers or regulators should determine the need for, and if necessary, the appropriate level of 

assurance.  A number of members cautioned against increasing the coverage of audit and assurance in 

both the core text and the BC.  However, members agreed that staff should continue to liaise with the 
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IAASB.  It was noted that the IAASB is expanding its consideration of assurance engagements for 

information outside the financial statements and has a project to update International Standard on 

Assurance Engagements (ISAE) 3000, Proposed International Standard on Assurance Engagements.  

ED 46 is an example of the more comprehensive scope area, for which the IPSASB is likely to develop 

guidance or requirements in the future and the informal views of IAASB staff will be helpful. 

Next Steps 

The IPSASB will discuss a detailed analysis of the responses at its September 2012 meeting. 
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Long-Term Fiscal Sustainability Analysis of Comments 

Introduction 

1. At its June 2012 meeting, the IPSASB had an initial discussion of the high level overview of 

responses to Exposure Draft (ED) 46, Proposed Recommended Practice Guideline (RPG), 

Reporting on the Long-Term Sustainability of a Public Sector Entity’s Finances (hereafter LTFS) 

prepared by Staff.  This included a summary of respondents’ geographical origin, function and 

language (native/non-native English speakers). 

2. This Agenda Paper discusses comments made by the respondents, separated into the following 

topics: 

(a) SMC 1: Characteristics of an Entity; 

(b) SMC 2: “Dimensions” of LTFS; 

(c) SMC 3: Disclosure of Principles and Methodologies; and 

(d) Other Comments. 

3. Agenda Paper 5.2 sets out respondents’ detailed comments.  Where appropriate, Staff has sub-

divided the comments of respondents’ that have made several points and this is indicated by 

adding a number immediately after the respondent number, e.g., 1.1 relates to the first comment 

that respondent 1 has made.  The Agenda Paper includes a column for Staff comments, which 

provides a Staff view or a cross-reference to this Agenda Paper and proposes what action to take.   

Overall Summary 

4. At the June 2012 meeting, Staff indicated a preliminary view that, generally, there was considerable 

support for the ED with over half of the respondents (2, 3, 4, 5, 6, 7, 8, 10, 12, 15, 18, 19, 20, 21, 

22, 25, 31, 32, 33, 35, 37 and 38) indicating support for the proposals in ED 46.  Many of these 

respondents provided comments on how to improve the proposals in ED 46.  A further 11 

respondents (1, 11, 14, 16, 17, 24, 27, 28, 29, 30 and 36) did not express an overall view.  

However, their comments on how to improve on the proposals in ED 46 suggest a generally 

positive view of the ED. 

5. Staff confirms this initial view and considers that the IPSASB should continue with this project and 

develop ED 46 into a final pronouncement. 

Matter(s) for Consideration 

1. Does the IPSASB agree that ED 46 can be developed into a final pronouncement? 

SMC 1: Characteristics of an Entity 

Broad Agreement with SMC 1 

6. Specific Matter for Comment (SMC) 1 asked the following question: 
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“Do you agree that the characteristics of an entity that indicate whether users exist for 

information on long-term fiscal sustainability are those set out in paragraph 15? If you 

consider that there are more appropriate indicators please provide them.” 

7. Paragraph 15 is worded as follows: 

“The relevance of reporting on an entity’s long-term fiscal sustainability should be 

considered in the context of that entity’s funding and capacity to determine service 

delivery levels. There are likely to be users for long-term fiscal sustainability information 

for entities with one or more of the following characteristics:  

(a) Significant tax and/or other revenue raising powers;  

(b) Powers to incur debt; or  

(c) Wide decision-making powers over service delivery levels.”  

8. 33 respondents replied to this SMC and overall there seems to be broad support for the 

characteristics listed in paragraph 15.  Almost two-thirds of those who responded to this SMC 

generally supported the proposals in this sub-section.  Many of these respondents provided 

comments on how to improve the clarity of the characteristics.  A further 12 respondents did not 

express an overall view but provided comments.  Table 1 below summarizes the overall views of 

the responses to SMC 1. 

Table 1: Overview of Responses to SMC 1 

Comment Respondent # Totals 

Agree with no other comments 15, 17, 22, 28, 37, 38 6 

Agree but with comments 2, 3, 4, 6, 7, 11, 14, 16, 18, 

20, 25, 31, 33, 35, 36,  

15 

Not specified but with comments 1, 5, 8, 9, 12, 13, 19, 21, 

23, 27, 29, 32,  

12 

Did not respond to this SMC 10, 24, 26, 30, 34 5 

Total Respondents  38 

Characteristic (c) 

9. Five respondents (3, 4, 12, 21 and 25) commented on characteristic (c) which is “wide decision-

making powers over service delivery levels”.   

10. Respondent 3.3 considers that characteristic (c) should refer to both service delivery levels and 

types of services.  Staff considers that this suggestion should be included in the proposed RPG. 

11. Similarly, respondent 12.4 asks whether characteristic (c) relates to the range and level or services 

the entity can provide.  Staff considers that this question would be addressed by referring to both 

service delivery levels and types of services as suggested by respondent 3. 

12. Respondent 4 suggests that the proposed RPG includes a description as to what is meant by 

“wide” decision-making powers.  Similarly, respondent 21.2 also asks for guidance on what is 

meant by “wide” in this context and whether the level of autonomy of an entity affects its ability to 

have wide decision-making powers.  Staff considers that “wide” in this context means that an entity 
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has the power and ability to change the types of services it delivers or to change service delivery 

levels.  Characteristic (c) could be amended to say this directly in place of “wide decision-making 

levels”. 

13. Respondent 25.1 suggests that the term “service delivery levels” is defined or further explained and 

considers that it should be consistent with the way the term is used in the IPSASB’s Conceptual 

Framework project.  The Conceptual Framework does not define or explain the term “service 

delivery” as it is a widely understood term.  It is also unnecessary to explain it in the proposed RPG. 

14. If both proposed amendments are agreed on, characteristic (c) could be worded as follows: 

“The power and ability to change the types of services delivered or to change service 

delivery levels.” 

Matter(s) for Consideration 

2. Does the IPSASB agree that: 

(a) The wording of characteristic (c) is revised to that proposed in paragraph 14; and 

(b) The term “service delivery levels” does not need defining or explaining. 

SMC 2: “Dimensions of Long-Term Fiscal Sustainability 

Broad Agreement with SMC 2 

15. Specific Matter for Comment (SMC) 2 asked the following question: 

“Do you agree that the “dimensions” of long-term fiscal sustainability in paragraphs 27–

37 provide a viable framework for narrative reporting on the long-term sustainability of an 

entity’s finances that complements and interprets the projections? If not, how would you 

modify this approach?”  

16. 35 respondents replied to this SMC and overall there seems to be broad support for this sub-

section of ED 46.  Over three-quarters of those who responded to this SMC generally supported the 

proposals in this sub-section.  Many of these respondents provided comments on how to improve 

this sub-section of ED 46.  A further 5 respondents did not express an overall view but provided 

comments.  Table 2 below summarizes the overall views of the responses to SMC 2. 

Table 2: Overview of Responses to SMC 2 

Comment Respondent # Totals 

Agree with no other comments 6, 31, 38 3 

Agree but with comments 1, 3, 4, 5, 7, 9, 11, 12, 13, 

14, 15, 16, 18, 19, 20, 21, 

22, 23, 24, 25, 27, 28, 29, 

33, 35, 36, 37 

27 

Not specified but with comments 2, 8, 17, 32, 34 5 

Did not respond to this SMC 10, 26, 30 3 

Total Respondents  38 
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Suggestions to Change the Name of the Vulnerability Dimension 

17. Three respondents (4, 8 and 21) suggested changing the name of the vulnerability dimension.   

18. Respondent 4.1 suggests changing the name of this dimension to “degree of independence” 

because “vulnerability” is used in an economic context and is often used to denote liquidity risk and 

the risk of insolvency.  The term “vulnerability” is defined in the proposed RPG.  An entity preparing 

a LTFS Report using this guidance will include narrative discussion on vulnerability based on this 

definition.  Therefore, it should be clear to users that the definition relates to the proposed RPG. 

19. Respondent 8.6 suggests that the term “vulnerability” is replaced by a more neutral term, such as 

“outlook” and would include sub-dimensions to highlight issues of dependency, debt room and 

revenue-raising ability.  Staff does not see the need to go into this level of detail, especially when 

“dependency” is addressed by part (a) of the definition of vulnerability and “revenue-raising ability” 

is addressed by part (b) of that definition.  Staff does not consider that vulnerability addresses “debt 

room” and considers that this is addressed by the dimension of fiscal capacity. 

20. Respondent 21.1 suggests that the use of “vulnerability” at the individual entity level seems to be 

inappropriate.  This respondent considers the term should be replaced with “extent of reliance on 

external funding sources” or something similar, so that the term is relevant to all levels within the 

economy.  The proposed term only addresses part (a) of the definition of vulnerability and so is not 

suitable.  Paragraphs 35 and 36 explain how vulnerability is interpreted depending on the nature of 

the entity.  

21. The definition of vulnerability in paragraph 34 could be amended to delete “principally” from the 

example of inter-governmental transfers.  The point that an entity may be dependent on 

international aid flows could be included in paragraph 35. 

22. Staff considers that the name of the vulnerability dimension should not be changed. 

Matter(s) for Consideration 

3. Does the IPSASB agree to keep the name “vulnerability” for this dimension? 

Suggestions to Change the Definition of Vulnerability  

23. Four respondents (8, 14, 27 and 36) had comments on the definition of vulnerability.   

24. Respondent 8.4 suggests that international aid flows could be included in paragraph 35.  

Respondent 36.2 considers that the definition of vulnerability should include other types of 

transactions rather than just inter-governmental transfers.  Both these points could be addressed by 

amending the definition as follows: “...principally such as inter-governmental transfers...” and 

amending paragraph 35 to include the point that an entity may be dependent on international aid 

flows.  

25. Respondent 14.1 considers that the definition of vulnerability is incomplete because it does not 

refer to an entity being able to reduce its expenditures.  Staff considers that the dimension of 

vulnerability relates solely to an entity’s reliance on another entity for its source of revenue and 

therefore it is inappropriate to refer to expenditures. 

26. Respondent 27.3 considers that the definition of vulnerability could be broader than just the power 

to raise taxes and suggests that it could include the ability/costs of a government.  This could be 
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addressed by amending the definition of vulnerability to include the ability of an entity to either vary 

existing taxes and other revenue or create new taxes and other revenue. 

27. If the proposed amendments are agreed on, the definition of vulnerability could be worded as 

follows: 

“Vulnerability is (a) the extent to which an entity is fiscally dependent upon funding 

sources outside its control, principally such as inter-governmental transfers, and (b) the 

extent to which an entity has powers and the ability to vary existing taxation levels or 

other revenue sources and powers and the ability to create new sources of taxation and 

other revenue.” 

Matter(s) for Consideration 

4. Does the IPSASB agree to change the definition of “vulnerability”? 

Service Capacity 

28. Three respondents (4, 21 and 32) had comments on the definition of service capacity.  

29. Respondent 4.4 questions whether “service capacity” is the correct measure given that it states: 

“the entity can maintain services at the volume and quality provided to current recipients.”  This 

respondent considers that there may additional recipients who qualify for a particular service over 

and above the current recipients and it is important to consider all eligible recipients under current 

policy.  Staff understands these concerns and suggests that “current recipients” be changed to 

“eligible recipients.”  

30. Respondent 4.4 is also concerned about the inclusion of the words “volume and quality” in the 

definition of service capacity because the volume and quality may not reach the standard set out 

under current policy.  This respondent notes that different benchmarks may be used to assess the 

volume and quality of services, such as (a) current level of services, (b) expected level of services, 

and (c) ideal level of services, and suggests that the proposed RPG clarifies these possible 

benchmarks and “prescribes” the level of services that should be used when an entity is developing 

its projections.  Whilst voluntary guidance such as the proposed RPG cannot “prescribe” what level 

of services is used, it can clarify what is meant by volume and quality. 

31. Similarly, respondent 21.3 considers that a benchmark is required so that users can ascertain how 

and to what extent the quality of services is achieved.  Respondent 32.2 considers the quality of 

service is subjective by nature and not appropriate to include in measures of sustainability in an 

objective way.  

32. Staff considers that these concerns could be addressed by including additional discussion in the 

sub-section on “Current and Future Policy” to explain that “current policy” means the volume and 

quality of services at the current level.  Where an entity is not achieving the requirements set out in 

the relevant legislation or regulation for that program and this would have a significant effect the 

projections, the proposed RPG could recommend disclosure of this fact and the effect on the 

projections between current volume and quality of services to the volume and quality of services 

required by legislation or regulation.  Staff does not consider that it is necessary to refer to 

“benchmarks.” 
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Matter(s) for Consideration 

5. Does the IPSASB agree to: 

(a) Amend the definition of service capacity by changing “current recipients” to “eligible 

recipients”; 

(b) Retain the phrase “volume and quality” in the definition of service capacity; and 

(c) Include a recommended disclosure where an entity’s current level of services is lower than 

the requirements set out in the relevant legislation or regulation. 

Current and Future Policy 

Broader Notion of Current Policy 

33. Five respondents (SMC 2: R27; SMC 3: R36; and Other Comments: R4, 21, 24) had comments on 

what is meant by “current policy”.   

34. Respondent 27.2 considers that the concept of current policy could be broader than the limitation in 

paragraph 40.  Paragraph 40 states:  

“This RPG adopts the view that, where flows for particular programs and activities are 

individually modeled, information is most useful if it is assumed that current policy is held 

constant through the entire projection period. There can be tensions if (a) there is a 

conflict in legal obligations or (b) if current programs have “sunset provisions.” For 

example a social security program may be governed by legal provisions that it is 

unlawful to make payments once an earmarked fund is exhausted, although entitlements 

of beneficiaries will continue after the exhaustion of that fund. Assuming that the fund will 

not meet obligations once it is exhausted might reflect a strict legal position, but an entity 

may need to assess whether the presentation of projections on such a basis 

underestimates the extent of the fiscal challenge facing the social security program.”  

35. This respondent gives two examples where current policy is interpreted more broadly.  The first 

example relates to the taxation of individuals where there are progressive rates depending on the 

level of income.  If current policy is used throughout the entire time horizon it is likely that all 

individual taxpayers will reach the top rate sometime within the time horizon.  Instead, the 

projections for the later time periods in the time horizon could be developed keeping individual 

taxation revenue as a fixed ratio of GDP.  Staff understands that the reasoning underlying this 

approach is that it takes into account the strong probability that the thresholds for the application of 

progressive taxation rates will increase over time.   

36. The second example given by respondent 27.2 is where past practice has been to index social 

benefits to grow with prices annually.  This means that over time these recipients will fall further 

behind wage earners and other recipients receiving wage-indexed social benefits (this assumes 

that wage increases are higher than price increases).  This respondent notes that some 

jurisdictions recognize general wage growth part way through their projections on social benefits to 

recognize the political pressures of keeping social benefits in line with wage growth.   

37. Staff considers that both these examples relate to an entity adopting a realistic approach to the 

application of current policy in developing projections rather than taking a strict legal interpretation 

of current policy.  Paragraphs 40 and 41 refer to this issue by way of example.  For legal provisions 

the proposed RPG suggests the cessation of entitlements to beneficiaries after the associated 

earmarked fund is exhausted may be a strict legal position but that an entity will need to assess 
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whether projections developed on such a basis underestimates the outflows associated with this 

program, which impairs the usefulness of information.  Similar wording is used for the treatment of 

sunset provisions.   

38. Staff considers that further explanations relating to current policy could be addressed by including 

the notion of a realistic approach to current policy directly in paragraph 40 rather than expressing it 

solely by example. 

39. A related issue is raised by respondent 36.5 in SMC 3.  This respondent considers that the 

proposed RPG should include reference to historical trend information or known future events as 

that can be used as the starting point for projections.  Staff notes that paragraph 23 explains that 

projections start from cash flows related to the statement of financial position and so historical 

information as the basis for the starting point of the projections is already in the proposed RPG.  

However, it does not refer to “known future events” and this could be included in paragraph 23.  

See below for a proposed explanation of this term. 

40. Respondent 36.5 in SMC 3 points out that the notion of applying historic trends to projections is not 

included in the proposed RPG and considers that this idea should be included.  Staff considers that 

this notion could be incorporated somewhere in paragraphs 40–42.  There may need to be a caveat 

that historic trends can only be used to the extent that they reflect current policy. 

41. A further issue is raised by three respondents (4.8, 21.3 and 25.2) in Other Comments.  These 

respondents consider that the proposed RPG should describe what is meant by “financial 

commitment” because it can be interpreted to mean all recipients that qualify for a program or just 

those recipients who have applied and meet the relevant criteria.  Staff considers that further 

guidance to explain that projections are likely to be based on current take-up rates, modified for 

future expectations of changes in those take-up rates.  Where preparers consider that take-up rates 

will increase (or decrease) the reasons for this assumption should be disclosed. This explanation 

could be incorporated somewhere in paragraphs 40–42.   

Future Policy 

42. Two respondents (16 and 25) had comments relating to future policy.    

43. Respondents 16 and 25.1 in SMC 3 consider that the emphasis on current policies should be 

expanded to include the situation where policies are known to be changing or have been approved 

for implementation in a future time period.  Respondent 25.1 in SMC 3 notes that guidance on 

whether or not a policy is approved could be similar to that in IAS 12, Income Taxes, which uses 

the term “substantively enacted.” 

44. Staff notes that there are similar criteria relating to future policies in IPSAS 25, Employee Benefits, 

which requires future changes in the level of state benefits to be reflected only where either (i) 

those changes were enacted before the reporting date; or (ii) past history, or other reliable 

evidence, indicates that those state benefits will change in some predictable manner.  Staff also 

notes that although this sub-section includes in its heading a reference to future policy, it is only 

referred to in relation to legal obligations and sunset provisions. 

45. Staff considers that wording similar to IPSAS 25 relating to future changes could be included in the 

proposed RPG. . 
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Matter(s) for Consideration 

6. Does the IPSASB agree to: 

(a) Include an explanation that a realistic approach should be taken by the entity when 

determining current policy directly in paragraph 40 rather than expressing it solely by 

example; 

(b) Refer to “known future events” in paragraph 23;  

(c) Explain the meaning of “known future events” using wording similar to that used in 

IPSAS 25; and 

(d) Explain that historic trends could be applied to projections with a caveat that they should 

only be used to the extent that they reflect current policy. 

Qualitative Characteristics and Materiality 

46. Four respondents (4, 12, 18 and 31 in SMC 3) had comments relating to qualitative characteristics 

and materiality.   

47. Respondent 18.2 suggests that it would be helpful to provide a more specific description of what is 

meant by faithful representation and is referring paragraph 27, as follows: 

“The presentation of information on the long-term sustainability of an entity’s finances 

should be a faithful representation. [Text amended see SMC 2: R18.1]  This requires the 

inclusion of narrative discussion in order to put the projections in context.  Faithful 

representation can be satisfied by presenting narrative information on both a historical 

and prospective basis along three inter-related dimensions of fiscal sustainability:…” 

48. Staff considers that the first two sentences of paragraph 27 relate to the entire LTFS Report and 

not just the dimensions of LTFS.  Therefore, Staff proposes to add a new sub-section immediately 

before the sub-section on “Presenting Projections of Prospective Inflows and Outflows,” which will 

describe the elements of a LTFS Report and include the first two sentences of paragraph 27. 

49. This new sub-section would then go on to describe how a LTFS Report can be a faithful 

representation.  It could explain that a faithful representation should enable a user to be able to 

form an overall picture of the LTFS of the entity and the nature and extent of risks that the entity 

faces.  This would address the suggestion by respondent 21.2 in Other Comments that there needs 

to be an overarching objective that information disclosed should be in a form that meets users’ 

needs.  Depending on the nature of the entity and the regulatory environment in which it operates, 

the form and content of a LTFS Report will usually include (a) projections of prospective inflows and 

outflows, (b) a narrative discussion of the basis of preparation of the projections including 

disclosure of the key principles and assumptions that underlie the projections, and (c) a narrative 

discussion of the dimensions of the LTFS information. 

50. Respondent 31.1 in SMC 3 suggests that the proposed RPG could be improved by the inclusion of 

material on long-term fiscal indicators and their relationship to the QCs of financial reporting.  

Respondent 4.11 in Other Comments suggests that the proposed RPG recommends that the QCs 

are considered when determining the information to be presented and disclosed.   These 

suggestions could be addressed more broadly by including an explanation in the new sub-section 

that the information in a LTFS Report should meet the QCs. 
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51. Respondent 12.7 suggests that a greater emphasis is needed on impact and materiality to ensure 

that a LTFS Report is focused only on what matters most.  A reference to materiality could be made 

in this new sub-section. 

Matter(s) for Consideration 

7. Does the IPSASB agree to add a new sub-section immediately before the sub-section on 

“Presenting Projections of Prospective Inflows and Outflows,” which will describe: 

(a) The elements of a LTFS Report; 

(b) Include the first two sentences of paragraph 27;  

(c) Describe how a LTFS Report can be a faithful representation; 

(d) Explain that a LTFS Report should meet the QCs of financial reporting; and  

(e) Explain that only material information should be included in the LTFS Report. 

Paragraph 27 

52. Three respondents (18, 35 and 37) have also commented specifically on paragraph 27.  Their 

comments are included in the Appendix.   

53. Respondent 18.3 considers that this paragraph could be read as implying that providing information 

on the three dimensions of LTFS will automatically result in a faithful representation and this may 

not be true where the information provided is not of sufficient quality.  Staff considers that this 

comment relates to the third sentence in paragraph 27.  Because of the proposal above for a new 

sub-section which will include an explanation of faithful representation as it relates to the entire 

LTFS Report and not just the indicators of LTFS, Staff considers that the phrase “Faithful 

representation can be satisfied” could be deleted from this sentence.   

54. Respondent 35 considers that the paragraph should not imply that other approaches to the 

discussion of the projections would be inappropriate and that this point should be made explicit.  

Staff considers that the suggestion in the previous paragraph to remove the phrase relating to 

faithful representation addresses respondent 35’s point relating to the paragraph implying that other 

approaches are inappropriate.  However, Staff does not consider that it is necessary to explicitly 

state that other approaches are appropriate because the proposed RPG is voluntary guidance.  If 

an entity does not wish to explain the long-term sustainability of its finances by reference to the 

dimensions of LTFS then it does not need to use the proposed RPG. 

55. Respondent 37 suggests that the proposed RPG should have a more explicit association between 

the list of indicators in paragraph 20 and the discussion of the dimensions of LTFS in paragraph 27 

because the discussion after paragraph 27 uses some of the indicators listed to illustrate the 

dimensions of LTFS.  Staff agrees with this respondent and considers that this could be achieved 

by including a reference to the dimensions of LTFS in the indicators sub-section of the proposed 

RPG and vice versa. 
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Matter(s) for Consideration 

8. Does the IPSASB agree to make the following amendments: 

(a) Delete the phrase “Faithful representation can be satisfied’ from the third sentence of 

paragraph 27; and 

(b) Include an explicit association between the indicators listed in paragraph 20 and the 

dimensions of LTFS in paragraph 27.  

SMC 3: Disclosure of Principles and Methodologies 

Broad Agreement with SMC 3 

56. Specific Matter for Comment (SMC) 3 asked the following question: 

“Do you agree with the guidelines in this ED on disclosure of principles and 

methodologies, including risks and uncertainties? If not, how would you modify these 

guidelines?”  

57. This sub-section of ED 46 includes paragraphs 38–51 and covers the following topics. 

 Updating projections and frequency of reporting;  

 Current and future policy;  

 Approach to revenue flows;  

 Demographic and economic assumptions;  

 Approach to age-related and non-age-related programs;  

 Impact of legal requirements and policy frameworks;  

 Inflation and discount rates;  

 Sensitivity analysis; and  

 Reliability of projections.  

58. 34 respondents replied to this SMC and overall there seems to be broad support for this sub-

section of ED 46.  Over three-quarters of those who responded to this SMC generally supported the 

proposals in this sub-section.  Many of these respondents provided comments on how to improve 

this sub-section of ED 46.  A further 4 respondents did not express an overall view.  However, their 

comments on how to improve on the proposals suggest general agreement with this sub-section of 

ED 46.   

59. Table 3 below summarizes the overall views of the responses to SMC 3. 
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Table 3: Overview of Responses to SMC 3 

Comment Respondent # Totals 

Agree with no other comments 11, 15, 17, 18, 28, 37, 38 7 

Agree but with comments 2, 3, 4, 5, 6, 7, 8, 9, 14, 16, 

20, 22, 23, 25, 27, 29, 31, 

33, 35, 36 

20 

Not specified but with comments 1, 12, 19, 21, 24, 32 6 

Disagree with the relevance of LTFS reporting to individual 

public sector entities 

13 1 

Did not respond to this SMC 10, 26, 30, 34 4 

Total Respondents  38 

60. Respondent 13 disagrees with the relevance of LTFS reporting to individual public sector entities.  

The IPSASB agreed that an entity should determine whether or not it prepares a LTFS Report 

based on whether it has identified users for this type of information.  The IPSASB’s reasoning is set 

out in paragraphs BC10 and BC11.   

Disclosures 

61. Eight respondents (3, 4, 6, 7, 14, 21, 22 and 35) made suggestions relating to disclosures.  

62. Respondent 3 suggests that the proposed RPG should separate the recommended disclosures 

from the accompanying text and includes examples of how this could be achieved for 

paragraphs 39, 40, 43 and 48.  Respondent 35.4 comments that the level of detail recommended 

for the different principles and methodologies listed in this sub-section varies considerably.  Staff 

proposes to address these points by using the text suggested by respondent 3 and separating the 

disclosures from the related explanation and also changing the sequence within each topic so that 

the explanation is first and the disclosures are second.  

63. Respondents 4.1 and 7.1 suggest that the proposed RPG should include a general statement 

explaining or clarifying that it describes minimum disclosures but that more information may be 

needed to meet users’ needs.  Staff does not consider that the proposed RPG should state that the 

recommended disclosures are the minimum necessary, because this will depend on the nature of 

the entity.  However, including an overarching recommendation that disclosures should be sufficient 

to meet users’ needs could be included in paragraph 38, as follows: 

“Although this section discusses disclosures, if these disclosures do not meet the 

objectives of financial reporting, the entity should disclose whatever additional 

information is necessary to meet those objectives.”  

64. Respondent 6.2 suggests adding very detailed disclosures such as projected reduced outflows in 

future years due to anticipated efficiencies or cost saving measures.  Respondent 22.1 also 

suggests disclosures such as the costs of delays in making policy changes.  Staff considers that by 

adding an overarching recommendation that disclosures should be sufficient to meet users’ needs 

proposed in the previous paragraph addresses this issue. 
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65. Three respondents (3 (for inflation and discount rates), 14.5 and 21) suggest that the proposed 

RPG should include a recommended disclosure to apply to the entire sub-section that any changes 

from the previous reporting period, the nature and extent of these changes, and the reasons for 

such changes be disclosed.  Some paragraphs in this sub-section already include a suggestion to 

disclose changes since the last reporting date.  However, a general disclosure paragraph could be 

added and the individual references for each topic could be deleted.  The general disclosure 

paragraph could be a new paragraph immediately below paragraph 38, as follows: 

“For the disclosures of principles, assumptions and approaches to methodology set out 

below, an entity should disclose changes from the previous reporting period, the impact 

of these changes, and the reasons for such changes.” 

66. In addition, a disclosure of the reasons for changes in the dimensions of LTFS from the previous 

period could be added immediately below paragraph 37, as follows: 

“In the narrative discussion of the dimensions of LTFS, an entity should provide 

discussion and analysis of significant changes in the dimensions compared with those of 

the previous reporting period, as this can help users to understand the reasons for the 

changes.” 

Matter(s) for Consideration 

9. Does the IPSASB agree to: 

(a) Separate the disclosures from the related explanation and to change the sequence within 

each topic so that the explanation is first and the disclosures are second; 

(b) Include a new sentence in paragraph 38 for an overarching recommendation that 

disclosures should be sufficient to meet users’ needs; 

(c) Include a new paragraph (below paragraph 38) for a general disclosure of changes from the 

previous reporting period for principles, assumptions and approaches to methodology; and  

(d) Include a new paragraph (below paragraph 37) for disclosure of the reasons for changes in 

the dimensions from the previous reporting period. 

Relationship between Projections, Budgets and Forecasts 

67. Six respondents (4, 5, 14, 16, 21 and 4 is Other Comments) made suggestions relating to the 

relationship between projections, budgets and forecasts.   

68. Respondents 4.6, 14.7, 16.2, 21.7 and 4.10 in Other Comments suggested that the difference 

between the financial statements, budgets, forecasts and projections be explained in the proposed 

RPG.  Staff consider that the most appropriate position for this explanation is immediately below 

paragraph 23, as follows: 

“Projections are not budgets or forecasts [from paragraph 50]. Budgets or forecasts are 

estimates of inflows and outflows for a limited time period such as 3 years.  Projections 

are based on assumptions about an entity’s future inflows and outflows using current 

policies and usually involve the use of models to represent potential outcomes in future 

time periods.”  

69. Staff considers that where an entity has budgets or forecast information, it should use this 

information for the relevant time periods. 
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70. Respondent 5 suggests that entities disclose whether the projections used are based on the latest 

budgets and forecasts.  This recommended disclosure could be included in paragraph 23 and could 

be worded as follows: 

“An entity should disclose whether the inflows and outflows for any time periods are 

based on budgets or forecast information.” 

Matter(s) for Consideration 

10. Does the IPSASB agree to: 

(a) Include a new paragraph (below paragraph 23) explaining the relationship between 

projections, budgets and forecasts;  

(b) Recommend that where an entity has budgets or forecast information, this information 

should be used for the relevant time periods; and 

(c) Include a sentence in paragraph 23 recommending an entity discloses when it has used 

budgets or forecast information. 

Long-Term Budgets and Forecasts 

71. Staff notes that some entities prepare medium to long-term budgets or forecasts, rather than 

“projections” as described in the proposed RPG. An example is the ten-year accrual-based budgets 

produced by New Zealand local authorities.  Therefore, “projections” as described in the proposed 

RPG are not necessary.  Staff considers that such budgets and forecasts can be considered to be 

long-term in some instances and so should be included within the scope of the proposed RPG.  

Staff asks the IPSASB for confirmation of this view. 

72. If the IPSASB considers that a 10 year budget or forecast is within the scope of the proposed RPG, 

there may need to be some amendments to the current text to make this clear. 

Matter(s) for Consideration 

11. Does the IPSASB agree that a 10 year budget or forecast is within the scope of the proposed 

RPG? 

Other Issues 

73. Comments on other issues are separated into the following topics: 

 To which entity should the proposed RPG apply? 

 Position of LTFS Report relative to GPFSs. 

 Audit and assurance. 

 Respondents who do not support ED 46. 

 Other comments. 

To which Entity should the Proposed RPG Apply? 

74. Six respondents (5, 12, 19, 30, 32 and 35) comment directly on the level of entity to which the 

proposed RPG applies.  ED 46 is not prescriptive about the type of entities to which the guidelines 

should apply and instead recommends that if an entity has users for this information, then it should 
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prepare a LTFS Report.  Note that in developing the ED it was the view of the Task Force that the 

scope of should be restricted to consolidated national and whole-of-government levels.  The 

IPSASB rejected this view.  It was also suggested, primarily on cost-benefit grounds that the RPG 

should not apply to controlled entities.  The IPSASB agreed that the focus should be on user 

needs.  Respondents expressed a range of views on this approach and these are discussed below. 

75. Respondent 5 considers that it may be unnecessary for entities or groups of entities below the level 

of the General Government Sector (GGS) to prepare LTFS Reports because it is likely that their 

vulnerability will be high.  However, respondent 5 goes on to say that these entities should not be 

deterred from providing LTFS information.   

76. Respondent 12 considers that LTFS reporting is most relevant at the national level and that there is 

not sufficient evidence that users exist at the sub-national level outside of major central government 

areas.  This respondent considers that the criteria for determining whether users exist are too wide 

ranging and suggests that the proposed RPG takes a different approach with two or three tiers so 

that the recommended guidance varies to reflect the different sizes and types of public sector 

entities that may apply the proposed RPG.  This would enable a further differentiation between 

national and sub-national entities.  In particular for sub-national entities, respondent 12 suggests 

that LTFS information may be useful, but is potentially a complex and significant additional 

workload.  Respondent 12 suggests that at the entity level, reporting should be a strategic and 

targeted management narrative report which includes a forward looking evaluation and risk 

assessment rather than a financial model.  

77. Respondent 19 considers that the concept of sustainability is only significant when it is applied to 

the public sector as a whole or at least to a level of aggregation which includes the decision-makers 

for expense and revenue.  However, this respondent goes on to say that prospective information 

based on the accounts, other than sustainability data in the strict sense of the term, could help 

clarify the financial statements for some individual entities.  In particular for those entities delivering 

services financed chiefly by transfers from other entities or by the allocation of tax revenue.  

Prospective financial information would provide useful information to users of these entities’ 

financial statements.   

78. Respondent 30 considers that the reporting of sustainability seems to be relevant only at a given 

level of aggregation and consolidation given to the significant interdependence of public sector 

entities.  This respondent suggests that the approach in ED 46 could be changed so that the priority 

is for LTFS information for interdependent public sector entities.  Individual entities could produce 

forecast information to supplement the general purpose financial statements (GPFSs). 

79. Respondent 32 considers that information on sustainability is relevant at the consolidated national 

level.   

80. Respondent 35 offers a converse view that financial sustainability could be relevant to all entities 

and urges the IPSASB not to treat the topic as if it were unique to reporting by the public sector.  

The IPSASB’s remit is limited to public sector entities.  This respondent sees no reason why a 

component or segment of an entity could not be subject to this reporting.  This view is the opposite 

of that expressed by other respondents.  Staff considers that the proposed RPG could be applied 

by a component or a segment of an entity where they wished to do so because it is voluntary 

guidance.  However, staff considers that this is likely to be a rare circumstance. 
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81. Respondent 35 also considers that a LTFS Report should not encompass information about entities 

outside the boundary of the reporting entity, and as paragraph 11 is currently worded, it permits this 

situation.  This situation would only occur in rare circumstances such as where legislation requires 

the preparation of a LTFS Report that specifies the entities that must be included which are not the 

same as the entity for financial reporting purposes.  Staff considers that the recommendation in 

paragraph 11 to disclose differences in reporting boundaries and where possible, the estimated 

impact, is sufficient. 

82. Respondent 35 suggests that the emphasis in paragraph 11 should be reversed so that the 

emphasis is on explaining how the LTFS boundary differs from the GPFS boundary, rather than the 

converse as is currently worded.  Staff agrees that the reporting boundary of the LTFS Report 

should be first. 

83. A further six respondents (SMC 1: R8.2, 21.3; SMC 2: R21.1, 21.2; SMC 3: 1.1, 29; and Other 

Comments: R4.3, 24.3, 29.1) incorporated their comments within the SMCs and in Other 

Comments and suggested that the proposed RPG includes guidance on the different types of 

entity, such as whole of government and individual entity level.  

84. Staff considers that the concerns can be addressed by: 

(a) Including guidance that an entity should also consider the benefits and costs of preparing a 

LTFS Report in addition to evaluating whether or not there are users for such reports.  This is 

suggested by respondents 2, 11 and 32.2 in SMC 1. 

(b) Including an explanation that the form and content of a LTFS Report will vary depending on 

the nature of the entity and the regulatory environment in which it operates. 

(c) Including further guidance to provide clarity about the different time horizons, principles and 

methodologies, and indicators that are likely to be relevant for different types of entities. This 

could be included in a new Appendix B.   

Further Guidance on Different Types of Entity 

85. ED 46 and respondents to this ED have used different terms to describe different types of entities.  

For example, whole of government, national, sub-national and individual entity.  To ensure that 

there is no confusion as to the nature of the entity the proposed RPG is referring to, the terms to be 

used need to be decided. 

86. ED 46 generally splits entities into two categories.  The first being entities where LTFS reporting is 

likely to be relevant: whole-of-government level, consolidated national level, and for major sub-

national entities such as regions, provinces, states and large local government entities.  The 

second category describes entities where LTFS reporting is not likely to be relevant: government 

bodies; agencies, individual controlled entities and individual government departments. 

87. To include further guidance on how different types of entities might decide on issues such as likely 

time horizons, principles and methodologies, and indicators that are likely to be relevant, the 

proposed RPG needs to distinguish between types of entities where LTFS reporting is likely to be 

relevant but are different in nature.  Staff proposes the following two categories: 

(a) Central and state government, which would include whole-of-government level, 

consolidated national level, regions, provinces and states. 
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(b) Other entities, which would include local government, international entities, individual 

controlled entities. 

88. By using these two categories a list of likely issues to be relevant to them can then be compiled.  

For example, the following demographic and economic assumptions are likely to be relevant to the 

two categories: 

(a) Central and state government: likely relevant assumptions include economic growth rates 

and inflation, and demographic assumptions such as fertility, mortality rates, migration rates, 

and workforce participation rates. 

(b) Other entities: likely relevant assumptions include economic growth rates related to the 

relevant geographical area, inflation, and demographic assumptions such as population and 

employment growth. 

89. If the IPSASB agrees with this approach, staff will develop the distinction between these two 

categories for likely time horizons, other principles and methodologies and indicators. 

Matter(s) for Consideration 

12. Does the IPSASB agree that the proposed RPG should include: 

(a) Guidance that an entity should also consider the benefits and costs of preparing a LTFS 

Report; 

(b) An explanation that the form and content of a LTFS Report will vary depending on the 

nature of the entity and the regulatory environment in which it operates; and 

(c) A new Appendix B distinguishing between central and state governments, and other 

entities, listing the items that are likely to be relevant to that type of entity such as time 

horizons, principles and methodologies, and indicators. 

Position of LTFS Report Relative to GPFSs 

90. 12 respondents (2, 4, 6, 7, 10, 11, 12, 15, 19, 20, 32, 35) comment directly on the position of a 

LTFS Report relative to GPFSs.   

91. Respondent 2 suggests that the proposed RPG should be clear that the LTFS Report is not a part 

of the GPFSs but is included in general purpose financial reporting (GPFR).  Similarly, 

respondent 11 considers that there should be a clear delineation in the proposed RPG that it is in 

the scope of GPFRs.  Respondent 12 suggests that the proposed RPG should indicate whether it is 

within the GPFSs, annual report or a separate LTFS Report.  Respondents 4 and 20 suggest that 

the proposed RPG should be clear about its relationship with the GPFSs.  Respondent 25.2 

incorporated their comments within SMC 2 and also considers that the LTFS Report should be 

outside of the GPFSs and that this should be made clear in the proposed RPG. 

92. Respondent 6 suggests that if an entity presents its LTFS Report with its GPFSs, that the entity 

should clearly indicate that it is outside the scope of the audited GPFSs.  Similarly, respondent 15 

considers that the LTFS Report should be clearly identified as supplemental to the audited GPFSs 

and presented at a different level of reliability.  Respondent 7 opposes the inclusion of the LTFS 

Report within the GPFSs. 

93. Respondent 19 suggests that the proposed RPG clarify whether it falls within the scope of GPFR 

and considers that the qualitative characteristics of GPFR do not apply to the LTFS Report because 
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it is based on macro-economic and statistical assumptions.  Respondent 32 goes further and 

considers that the LTFS Report is outside of the accounting field and so the general principles of 

accounting are not applicable.  This respondent considers that the LTFS Report should be 

published separately from the GPFSs.  In contrast, respondent 4 considers that the proposed RPG 

should recommend that the LTFS Report is published at the same time as or should accompany 

the GPFSs.   

94. Overall, these respondents’ concerns relate to the lack of clarity of the relationship of the LTFS 

Report to the GPFSs.  This reflects the fact that ED 46 was silent on where the LTFS Report should 

be positioned.  However, the introductory material preceding the Guide for Respondents included 

the comment that “The objective of this Exposure Draft (ED) of a Recommended Practice Guideline 

is to provide guidance on how to supplement the statements of financial performance and financial 

position and meet the objectives of financial reporting—accountability and decision-making––by 

presenting projections of inflows and outflows and complementary information on an entity’s 

projected long–term fiscal sustainability.”  The Alternative View was more informative in indicating 

that entities “should be required to present fiscal sustainability information within general purpose 

financial statements, including note disclosures, or in a separate general purpose financial report.”   

95. The Consultation Paper included a discussion on the position of LTFS information relative to the 

GPFSs and included a Preliminary View that LTFS information should be presented either through 

additional statements providing details of projections; or summarized projections in narrative 

reporting.  The IPSASB considered the latter option to be an interim step towards producing 

additional statements as it assists in meeting the objectives of financial reporting.  The proposed 

RPG broadly follows the Consultation Paper.  The Consultation Paper also commented that there 

was no expectation that LTFS information would be published in a single report that also includes 

GPFSs.  This seems to indicate that the IPSASB considers that a LTFS Report is a part of GPFRs 

rather than GPFSs and that an entity may determine whether or not to present its LTFS Report at 

the same time as its GPFSs.  This is supported by the fact that the proposed RPG acknowledges 

that a LTFS Report may not be produced annually. 

96. Staff considers that the proposed RPG could include an explanation that the LTFS Report is a part 

of GPFRs and that it can be presented at the same time as the entity’s GPFSs or at a different 

time.  This explanation could be included at the end of paragraph 17 because it would complement 

the last sentence, as follows:  

“The core information presented on the long-term sustainability of an entity’s finances 

will be projections of inflows and outflows commencing in the current reporting period for 

a period selected and disclosed by the reporting entity. The projections need to be 

reasonable and realistic and the assumptions on which they are based need to be 

supportable. The information may be presented in a statement or through graphs, 

supported by narrative reporting. The long-term fiscal sustainability report is a general 

purpose financial report and may be published as a separate report or as part of another 

report. It may be published at the same time as the GPFSs or at a different time.” 

97. Respondent 35 considers that it is likely that not all information useful to the LTFS Report is within 

the scope of GPFRs.  This respondent suggests that the IPSASB should define GPFR in its 

Conceptual Framework project so that constituents are clear as to what falls within GPFR and what 

is outside its scope.  Chapter 2 of the Conceptual Framework explains the types of information 

included in GPFRs and this includes prospective financial information.  
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98. Respondent 10 considers that the IPSASB should make a clear distinction between its 

pronouncements on GPFSs and those relating to different types of GPFRs.  This respondent 

suggests that if the RPG were to become authoritative guidance in the future, it should not form a 

part of the suite of IPSASs but instead form a part of a separate suite of pronouncements relating to 

GPFRs.  The IPSASB can consider this issue at the appropriate time. 

Matter(s) for Consideration 

13. Does the IPSASB agree to include two new sentences in paragraph 17 as set out in 

paragraph 96?  

Audit and Assurance 

99. Eight respondents (2, 9, 10, 11, 12, 13, 24 and 33 in SMC 3) comment directly on whether or not a 

LTFS Report could or should be audited and consider that the proposed RPG needs to be much 

clearer on audit and assurance expectations. 

100. Respondents 2 and 12 consider that the proposed RPG should be clear as to whether LTFS 

Reports should be audited or assessed in some way.  Similarly, respondent 24 considers that 

ED 46 pays little attention to the audit and certification of LTFS information.  Respondent 10 

questions whether and what degree of assurance might be meaningfully obtained for a LTFS 

Report.  Respondent 11 asks that the proposed RPG should clarify the responsibility of the auditor.   

101. Respondent 12.5 also comments on this issue in SMC 3 and considers that the proposed RPG 

should include guidance on best practice for reviewing and testing assumptions and an outline for 

an audit approach.  Respondent 33.3 in SMC 3 considers that the proposed RPG should include 

more guidance on the need for formal assurance and describes examples of different approaches 

to obtaining some level of external assurance. 

102. The IPSASB has taken the view that the need for, level of, and extent of, assurance is a matter for 

preparers to form a judgment on in conjunction with their auditors, taking into account the needs of 

users.  ED 46 reflects this by addressing audit and assurance in a broader sub-section on the 

Reliability of Projections.  This sub-section explains that there are a range of approaches, such as 

assurance by an external auditor and peer review by independent experts, entities might take to 

enhance the credibility of LTFS information.  At the June meeting, Staff suggested that, given the 

views on audit and assurance and the significance of the issue to some respondents there should 

be a fuller explanation of the IPSASB’s approach in the Basis for Conclusions (BC), regardless of 

the substance of the approach taken.  However, Members were not inclined to go into detail in the 

Basis for Conclusions. 

103. Respondents 9 and 10 consider that the wording of paragraph 51 is not correct in that an 

assurance by an external auditor can never “…enhance the reasonableness and realism of 

projections.”  Rather assurance engagements can enhance the credibility of information.  Staff 

agrees with this comment and considers that the wording of the first sentence of paragraph 51 

could be revised, perhaps along the lines that “There are a variety of approaches that an entity may 

take to provide assurance on LTFS information.”   

104. Respondent 13 considers that ED 46 suggests formal engagement with external auditors to 

produce more reliable information.  However that is not what is proposed in ED 46.  ED 46 explains 
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that a range of approaches can be used to enhance the credibility of LTFS information and includes 

assurance by an external auditor as an example of one approach. 

105. A further three respondents (SMC 2: R25; and SMC 3: R6, 23) incorporated comments on audit 

and assurance issues within the SMCs.  Respondent 6.1 in SMC 3 suggests that an entity should 

disclose the fact that it has not obtained any external assurance on the projections.  Staff considers 

that no disclosure of external assurance would indicate that this is the case.   

106. Respondent 23 in SMC 3 considers that the proposed RPG should not specifically refer to formal 

assurance by an external auditor because of the subjectivity of LTFS information.  The Consultation 

Paper includes an example where a LTFS Report is the subject of formal assurance by an external 

auditor, so staff consider that reference to this approach in the proposed RPG is appropriate.   

107. Respondent 25.3 in SMC 2 encourages the IPSASB to engage in a dialogue with the International 

Auditing and Assurance Standard Board (IAASB) on whether any additional guidance to 

supplement that provided in ISAE 3000 (Revised), Assurance Engagements Other Than Audits or 

Reviews of Historical Financial Information is necessary to report on LTFS information.  Staff notes 

that ISAE 3000 (Revised) deals with requirements and guidance on assurance engagements, other 

than audit or reviews of historical financial information.  Staff also notes that the IAASB issued a 

proposed revised ISAE 3000 in April 2011 and is currently further developing this document.   

108. The IAASB Staff has been sent a copy of ED 46 and asked for views on whether the evolving 

approach in ISAE 3000 could be applied to ED46.  The IPSASB staff is continuing to liaise with 

IAASB Staff and will inform members of any views received from IAASB Staff prior to this meeting. 

Matter(s) for Consideration 

14. Does the IPSASB agree that paragraph 51 is revised to explain that there are a variety of 

approaches that an entity may take to provide assurance on LTFS information?  

Respondents who do not Support ED 46 

109. Three respondents (23, 26 and 34) expressed strong opposition to ED 46 and a further two 

respondents (9 and 13), whilst not explicitly opposing the ED, expressed mainly negative views.  

These five respondents are all Canadian provinces and all are preparers.  Most of these 

respondents (13, 23, 26 and 34) have particular concerns that the characteristics of LTFS 

information is outside the traditional scope of accounting and auditing and, consequently, such a 

report is not an accounting document.  These comments are noted. 

110. These respondents made similar comments on the Conceptual Framework project in that they 

consider that the scope of the conceptual framework should have been limited to information of a 

financial nature contained in GPFSs.  The IPSASB has agreed in Phase 1 of the Conceptual 

Framework project that the scope would be GPFR and this includes prospective financial 

information.  Paragraph BC5 of the proposed RPG sets out the IPSASBs reasons for including 

LTFS information within GPFRs. 
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Other Comments 

Definitions  

111. Five respondents (6, 24, 35, 36 and 37) suggest that the definitions of indicators need to be 

clarified.  Respondent 24.1 considers that the discussion in paragraphs 29 and 30 relating to debt is 

not clear as to whether or not the calculation includes only financial liabilities or financial liabilities 

and pension liabilities.  Similarly, respondent 36.1 also considers that it is not clear whether or not 

the indicators related to debt include items such as obligations for pensions.  Respondent 37.6 is 

also concerned about the distinction between financial and non-financial liabilities. 

112. Respondent 35.7 considers that it is unclear as to whether the calculation of indicators is in 

accordance with statistical requirements or IPSAS requirements.  This respondent suggests that 

the calculation of indicators should be based on IPSAS requirements.   

113. Respondent 36.2 also considers that the definition of inflows is not clear as to whether a cash or 

accrual basis should be used when projecting inflows and suggests that the cash basis should be 

used.  Respondent 6.2 considers that where an entity prepares accrual based GPFSs the 

projections should also be prepared on an accrual basis and where an entity prepares its financial 

statements on a cash basis, that entity should use the cash basis for its projections. 

114. Staff proposes that these issues should be considered in detail at the December 2012 meeting. 

Existing Definitions in IPSASs 

115. Respondent 19.5 suggests that the term “cash equivalents” needs to be defined.  Respondent 25.4 

suggests that the term “General Government Sector” is defined or explained.  Staff notes that this 

term has been defined in IPSASs.  Staff considers that the issue here is whether the proposed 

RPG should include a Glossary of the terms defined in IPSASs that are relevant to the proposed 

RPG or whether the proposed RPG should refer directly to the Glossary of Defined Terms for 

IPSASs.  If the proposed RPG includes existing definitions from IPSASs then it would be a stand-

alone document and would highlight that an RPG is distinct from the suite of IPSASs.  However, the 

Glossary in the proposed RPG could then end up being quite a lengthy document.  Staff considers 

that the proposed RPG should include a cross-reference to the Glossary of Defined Terms for 

IPSASs to avoid duplication of definitions. 

116. Respondent 25.4 also suggests that other terms such as “System of National Accounts” be defined 

or explained.  Staff considers that other terms can be defined or explained as appropriate. 

Matter(s) for Consideration 

15. Does the IPSASB agree that: 

(a) Terms used in the proposed RPG that are defined in IPSASs should have a cross-reference 

to the Glossary of Defined Terms for IPSASs; and 

(b) Other terms used should be defined or explained as appropriate.  

Next Steps 

117. For the December 2012 meeting Staff will: 
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(a) Develop a draft Appendix B including further guidance on likely time horizons, principles and 

methodologies, and indicators that are likely to be relevant to different types of entity; 

(b) Develop an Issues Paper dealing with definitions; and 

(c) Develop a draft RPG revised for the decisions made at this meeting. 
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ED 46, REPORTING ON THE LONG-TERM SUSTAINABILITY OF AN ENTITY’S FINANCES 

SMC 1: Do you agree that the characteristics of an entity that indicate whether users exist for information on long-term fiscal sustainability 

are those set out in paragraph 15? If you consider that there are more appropriate indicators please provide them. 

Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

001 

a. In response to Comment 1 (Do you agree that the characteristics of an entity that 

indicate whether users exist for information on long-term fiscal sustainability are those 

set out in paragraph 15?), we believe that indicators are identified in paragraph 15, not 

characteristics.  We consider these indicators broad enough to be inclusive. While 

certainly inclusive, we see these indicators as too broad and suggest they include 

additional information to increase their meaning. For example, an entity can have 

significant tax and/or other revenue raising powers, but if these are concentrated in an 

area that is vulnerable to economic shifts, government regulations, natural disaster, or 

attack, they can abruptly be lost. Additionally, an entity’s power to incur debt can be 

vulnerable to political pressures and public sentiment, which is not captured. Finally, 

many sub-national government entities have wide decision-making powers over their 

service deliver levels but are heavily reliant on federal funding, making them vulnerable 

to policy shifts.  Including more specific indicators in the ED would make this a better tool 

for conducting long-term financial stability assessments. 

The examples given relate to the dimensions of LTFS 

and, where relevant to an entity’s circumstances, 

would be disclosed as a part of the narrative 

discussion which puts the projections into context and 

explains that entity’s long-term sustainability. 

No change is proposed. 

002 

The SRS-CSPCP can agree with the three characteristics listed in Paragraph 15. They 

make sense, because they demonstrate the scope of the entity, for which long-term 

reporting may be relevant. Clearly they are not the same as apply for the IPSASs. The 

cost-benefit issue must definitely be addressed. We therefore propose the following 

addition: 

 Section 14: “[…] for prospective financial information. It should also make sure that the 

benefit to users is higher than the cost of producing this piece of information.“ 

 Motivation: The costs of producing information should also be taken into account. This 

could be especially important for small constituencies (entities). It is the case in 

Switzerland where municipalities enjoy a high degree of autonomy in fiscal matters. §39 

mentions implicitly the costs issue in respect of determining the frequency of reporting. 

However this should be explicitly mentioned when discussing whether the entity should 

report at all, i.e. in §14. 

Agree.  The proposed RPG could include guidance 

that an entity should also consider the benefits and 

costs of preparing LTFS information in addition to 

evaluating whether or not there are users for such 

information. 

Consider adding guidance relating to cost-benefit 

issues.  
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

003.1 

We agree that the characteristics set out in paragraph 15, taken together, are useful 

indicators of the existence of users that are likely to be interested in information on long-

term fiscal sustainability. However we do not consider that paragraph 15(c) (which refers to 

entities having wide decision making powers over service delivery levels) should be an 

indicator without the one of the other characteristics also being present.    

Regardless of whether characteristic (a) or (b) are 

satisfied, the existence of wide decision-making 

powers over service delivery levels suggests that 

users such as service recipients (and their 

representatives) will find LTFS information useful. 

No change is proposed. 

003.2 

We consider that paragraph BC13 clearly indicates the types of entities that the IPSASB 

considers should possibly provide information on fiscal sustainability. We therefore 

recommend that the comments in paragraph BC13 be included in the body of the RPG. For 

the avoidance of doubt we also suggest clarification that “reporting on the long-term fiscal 

sustainability of their finances is unlikely to be appropriate for individual government 

departments and sub-entities of local governments.” (See also our comments on the 

reporting boundary and application to sub-entities). 

Agree. 

Consider amending paragraph BC13 to include the 

phase “and sub-entities of local governments.” 

003.3 

If characteristic (c) is retained, we consider that it should refer to both service delivery 

levels and types of services. We consider that there are more likely to be users for 

information on long-term fiscal sustainability in relation to entities that are responsible for 

providing a wide range of services rather than for a narrow range of services.  

See Agenda Paper 5.1 (SMC 1: Characteristic (c)) 

for analysis. 

004 

We agree with the three criteria outlined in paragraph 15. In considering the 

appropriateness of the criteria and whether an entity should meet one, all three or any 

combination of the three criteria, we considered whether an entity could have wide 

decision making powers without having (a) and (b). We concluded that this would be 

possible in the South African context.  

As currently drafted, there is no description of what is meant by “wide” decision-making 

powers. To avoid entities reporting unnecessarily on long-term fiscal sustainability, we 

suggest adding a description to the text of the Proposed Guideline or the Basis for 

Conclusions what is meant by the term “wide” decision-making powers.   

See Agenda Paper 5.1 (SMC 1: Characteristic (c)) 

for analysis. 

005 

If ED 46 is mandatory or voluntarily adopted by a reporter the decision to report on long-

term fiscal sustainability is a decision already taken. It seems therefore unnecessary to 

determine within ED 46 characteristics of an entity it applies to.  

ED 46.15 states: “There are likely to be users.” The use of likely also implies not likely and 

therefore even if the characteristics feature in an entity, the entity is not compelled to 

Staff understands respondent 5’s point but given that 

LTFS reporting is relatively new it makes sense to 

include the likely characteristics of entities to which the 

proposed RPG is relevant.  The need for this section 

of the proposed RPG is highlighted by the number of 
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

comply with ED 46. 

Lastly, we consider the characteristics are closely linked to characteristics of Local or 

National governments and would exclude many other public sector entities.  

We suggest that the characteristics are included in a foreword or introductory notes to the 

ED rather than embedded in the standard. 

respondents that commented on this SMC and also to 

the general concerns expressed by many respondents 

relating to which entity should apply the proposed 

RPG. 

No change is proposed. 

006 

While the characteristics identified appear reasonable, ACAG is concerned their inclusion 

may discourage some entities from preparing long-term sustainability information. 

Information on long-term sustainability would most likely be presented at whole-of-

government levels. In Australia this would be at the federal, state and/or local government 

level. However, other entities may also wish to prepare sustainability reports based on their 

particular users’ needs. These entities should be encouraged to present sustainability 

information that complies with the guidelines. ACAG considers the inclusion of a scope 

clause may have the opposite effect and discourage those entities from preparing reports if 

they consider that they are ‘not in scope’.  

To address these concerns, alternative wording for the characteristics paragraph could be 

as follows: 

“This Recommended Practice Guide was designed to be applied at whole-

of-government levels. Other entities may also prepare long–term fiscal 

sustainability information where it meets their particular users’ needs.” 

The IPSASB agreed that an entity should determine 

whether or not it prepares a LTFS Report based on 

whether or not it has identified users for this type of 

information.  The characteristics are included in the 

proposed RPG to help the entity make this 

determination.  The reasoning is set out in 

paragraphs BC10 and BC11. 

No change is proposed. 

007 

SMC 1 

HoTARAC agrees with the listed characteristics. If an entity has a considerable degree of 

control over its inflows and/or outflows it is likely that there will be users for long-term fiscal 

sustainability information.  

These criteria, however, further illustrate HoTARAC’s general comment (above) [see below 

“General Comments”] that the definition of ‘entity’ requires further articulation. The three 

criteria are generally powers that only sit with governments rather than individual 

government entities. 

General Comments 

The IPSASB should clarify the meaning of the term ’entity’ in the context of the RPG as 

many jurisdictions tend to use the term to mean the units that comprise the government 

rather than to refer to the government as a whole. While HoTARAC does not believe that 

This respondent suggests that the term “entity” is 

explained because it can mean the units that comprise 

the government rather than to refer to the government 

as a whole.  However, Staff does not consider that this 

is necessary because the proposed RPG applies to all 

public sector entities (except GBEs) and it is the 

entities which determine whether or not there are 

users for this type of information by assessing the 

characteristics set out in paragraph 15.   

Staff notes that “entity” is not defined in IPSASs and 

users understand what is meant by the term.  

Chapter 4 of the Conceptual Framework includes a 
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

the RPG should preclude individual public sector entities from producing long-term fiscal 

sustainability reports, these reports are generally produced at the whole-of-government 

level, whatever the jurisdiction, and are of greatest value when taking account of the 

overarching policy-making role of governments rather than the individual entities that 

comprise it. 

section on the characteristics of a reporting entity. 

No change is proposed. 

008.1 

The onus in paragraph 15 could be reversed.  In other words, there should be a 

presumption of reporting unless an entity can claim that none of the three elements exist 

(i.e., the power to tax; the power to incur debt; or the power to influence service delivery 

levels).  Further, point (c) is arguably narrow in effect, and unclear in design.  It could be 

rewritten along the lines: 

"(c)   Customers or clients who consume goods or services from the entity." 

This would lead to a reworking of paragraph 16, along the following lines: 

"If a controlled entity determines that there are no users for information on the long-term 

projection of their finances, it should make a statement to that effect in its notes to the 

financial position.  In other cases, it should ensure that the information reported is...."   

An alternative to this would be to consider whether the entity: 

(i) is sufficiently large (in fiscal terms; and in terms of its debt stock held, and associated 

risks) to pose a threat to the national public finances; 

(ii) has some fiscal autonomy to make those independent decisions (the latter point is 

correctly portrayed in paragraph 15); and/or 

(iii) its inappropriate reporting could affect accountability among different levels of 

government, especially the subnational entities, which may be large (point “i”) and/or 

have fiscal autonomy (point “ii”). 

The proposed RPG is voluntary guidance and 

therefore it is not appropriate to include a presumption 

that the three characteristics should be met before an 

entity prepares a LTFS Report.  Furthermore, 

voluntary guidance cannot require an entity to disclose 

in its GPFSs that there are no users for LTFS 

information. 

No change is proposed. 

008.2 

The guidelines could provide more clarity about their relevance at different government 

department, ministry or agency levels.  For instance, one could argue on the basis of 

subsidiarity that the standard that applies to the consolidated entity (be it budget sector, 

general government sector, or public sector) should apply to constituent units that are 

controlled by and reflected in the financial statements of the controlling entity.  If this is 

envisaged, then clarity around some of the concepts at lower entity levels would be 

necessary – for instance, is appropriation revenue to be considered a funding source 

outside the subsidiary entity's control?  One could caution, however, that there may be 

The proposed RPG could clarify how it applies to 

whole of government and sub-national entities. 

Consider clarifying how the RPG applies to whole 

of government and sub-national entities.  See 

Agenda Paper 5.1 (Other Issues: To which Entity 

does the Proposed RPG apply?). 
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

considerable cost and questionable benefit at this level. 

009.1 

The RPG is to apply to all public sector entities except Government Business Enterprises 

(GBE).  The Province’s opinion on this matter is that the RPG should only apply to 

governments unless a controlled entity determines there are users for the information.   

Guidance on determining whether or not an entity 

should report on LTFS information is included in 

paragraph 14.  If an entity has users for this type of 

information, then an entity may (the guidance is 

voluntary so it cannot be required) prepare a LTFS 

Report.  The proposed RPG does not distinguish 

between whole of government and sub-national 

entities and there is no need for it to do so.   

No change is proposed. 

009.2 

Most public sector entities, other than GBEs, do not have the ability to raise revenues, 

determine service delivery levels, and incur debt.  Government organizations have little 

discretion for changes in their mandate or service levels without the funding or authority of 

the government.  In comparison, governments have significant revenue raising powers, 

can incur debt and have decision making powers over service delivery levels. 

Comment only, no action necessary. 

009.3 

The information provided by the controlled entity should be consistent with the information 

reported by the government and the users should be informed of the information on long 

term sustainability reported by the government. 

Guidance on a controlled entity reporting LTFS 

information suggests that it should ensure the 

information is consistent with information reported by 

the controlling entity and that users should be made 

aware of the LTFS information reported by the 

controlling entity is included in paragraph 16. 

No change is proposed. 

011 

We agree with the characteristics set out in paragraph 15 and further clarified in the 

subsequent paragraph. However, whilst the there may be users of information on LTFS for 

individual controlled entities, a consideration of the cost benefit at such entity vis-a-vis 

LTFS reporting at the level of controlling entity should be included in the RPG. Generally, a 

controlling entity should determine the relevance of reporting on the controlled entity’s 

LTFS. 

See comments for respondent 2 relating to including 

guidance on the consideration of cost-benefit issues 

when an entity is determining whether or not to report 

LTFS information.  It includes all entities that are 

considering whether or not to report LTFS information 

because this issue is relevant irrespective of whether 

an entity is a controlled entity. 

012.1 
The proposed scope could be interpreted to include all public sector entities.  There is 

insufficient evidence that users exist for this information in financial statements for all such 

The proposed RPG potentially applies to all public 

sector entities except for GBEs, but recommends that 
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

entities.  It is agreed that the most relevant body is at the national level for example, the 

Office of Budget Responsibility in the UK who prepare the national LTFS reports. 

This RPG should clarify if the prime audience is external (accountability to the public, to 

inform other government bodies) or internal (to improve longer term management financial 

planning and impact assessment) as this affects the level of detail required.  Some entities 

may produce elements of the projections for internal management purposes, not 

publication.  This RPG could also inform the development of good practice for internal 

reporting. 

a LTFS Report is only prepared where an entity 

identifies users for this information. 

The IPSASB issues standards and guidance related to 

the preparation of GPFRs.  Paragraph 2.4 of CF–ED1 

describes users of GPFRs as those who do not 

possess the authority to require a public sector entity 

to disclose the information they need for accountability 

and decision-making purposes.  Thus, the LTFS 

Report described in the proposed RPG is, by its very 

nature, prepared for an external audience.  

Paragraph 2.6 of CF–ED1 goes on to say that GPFRs 

may also provide information useful to other parties, 

using the respondent’s example, for internal users  

No change is proposed. 

012.2 

The characteristics to identify whether users exist are wide-ranging and likely to target 

more organisations than those which may actually have users, for example:  

 The characteristic at 15(a) – this would apply only to the national level (for example, 

the UK Parliament as having significant tax-raising powers) whereas 15(b) swings to 

the other end of the spectrum. 

Characteristic 15(a) does not apply only to national 

level entities.  Sub-national entities in many 

jurisdictions are likely to have significant 

revenue-raising powers. 

No change is proposed. 

012.3 

 The characteristic at 15(b) “powers to incur debt” - many organisations can incur 

overdrafts.  The expectation is that debt would include overdrafts but this needs 

clarified.  Not all public sector entities have powers to raise debt (and may have limits 

to their overdraft facilities) however, they may draw down cash from central 

government and therefore have an impact on wider public finances so exclusion based 

on debt may not be appropriate. 

See comments for respondent 33.1.   

012.4 

 The characteristic at 15(c) needs further clarification on how this would be interpreted 

in practice, for example does it mean wide discretion in terms of the range and level of 

services the entity can provide? 

See Agenda Paper 5.1 (SMC 1: Characteristic (c)) 

for analysis. 

012.5 

The identification of a suitable user definition is complex.  Instead of using 3 characteristics 

it is suggested that the RPG provides examples of probable users but the organisation 

should take responsibility for identifying users.   

The proposed RPG is principles-based and therefore it 

is inappropriate to use examples solely to determine 

whether or not an entity has users for LTFS 
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

information.  Chapter 2 of the Conceptual Framework 

describes and explains the users of GPFRs. 

No change is proposed.  

012.6 

For consistency with the “comply or explain” approach, the organisation should explain 

who those users of projections are along with their projections or alternatively, why users 

for this information do not exist and therefore why it is not appropriate to report long-term 

fiscal sustainability. 

Where an entity prepares a LTFS Report it can 

determine whether or not disclosing the users of this 

report will be relevant and useful information for those 

users.  The proposed RPG is voluntary guidance and 

therefore cannot require an entity to disclose why 

there are no users for LTFS information—indeed if the 

entity is not preparing a LTFS Report where would this 

disclosure be made? 

No change is proposed.  

013 

We disagree with the applicability of long-term fiscal sustainability reporting to the 

individual entity level.  While there is some applicability to the government reporting entity 

level, we believe that jurisdictional discretion should be applied in determining the 

appropriate scope and content for such reporting, and that the nature of guidance, if any, 

to be provided on such reporting is beyond the scope of accounting standard setters.   

The proposed RPG is voluntary guidance and as such 

cannot be restricted to the government reporting entity 

level.  The IPSASB agreed that an entity should 

determine whether or not it prepares a LTFS Report 

based on whether or not it has identified users for this 

type of information rather than specifying the type of 

entity. 

The IPSASB agreed that reporting LTFS information is 

within the scope of GPFRs.  The reasoning is set out 

in paragraph BC5. 

No change is proposed. 

014 

We agree with the proposal. We believe that “Significant tax and/or other revenue raising 

powers” and “Powers to incur debt”, stated in the paragraphs 15 (a) and (b) respectively 

are consistent with the ability of an entity to meet financial commitments, stated in the 

definition of the long-term fiscal sustainability in the paragraph 7. In addition, the statement 

in the paragraph 15(c) “Wide decision-making powers over service delivery levels” is also 

in line with the ability of an entity to meet service delivery as stated in the definition of the 

long-term fiscal sustainability. 

Comment only, no action necessary. 
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

015 
We agree with the characteristics set forth in paragraph 15 of the ED.  We have no 

additional suggestions for the IPSASB. 

Comment only, no action necessary. 

016 

Although we agree with the characteristics provided in paragraph 15 as being indicators 

that users of accounts will exist, we do not consider that the identification of said users are 

a prerequisite for determining whether or not to provide information of an entity’s expected 

long-term fiscal sustainability.  We are of the opinion that all entities should evaluate their 

long-term sustainability as a matter of good governance. 

That said we suggest that the dominant characteristic will depend on the level of 

government that is reporting on long-term fiscal sustainability (i.e. at a whole of 

government level or agency level).  For example, for whole of government the ability to 

raise taxes or other revenues may the most significant characteristic in contrast to a 

government agency whereby the most significant characteristic is likely to its ability to 

provide services. 

Although agency level reporting is basically scoped out in paragraph BC13 we consider 

that for some agencies, e.g. social security, health, education, the reporting of long-term 

fiscal sustainability would be of great interest to users and it is these cases that reporting 

on service delivery levels is of the greatest importance. 

CF–ED1 says that GPFRs are prepared to respond to 

the information needs of users.  The IPSASB 

considers that a LTFS Report is a GPFR and, as a 

consequence, if users for this type of report can be 

identified then it makes sense to prepare it.  It may be 

that the preparation of a LTFS Report also reflects 

good governance by the entity, but that is not the 

primary reason for its preparation. 

No change is proposed. 

017 

I agree with paragraph 15 when describes users for long-term fiscal sustainability 

information for entities with one or more of the following characteristics: (a) Significant tax 

and/or other revenue raising powers; (b) Powers to incur debt; or (c) Wide decision-making 

powers over service delivery levels. I believe that for government and non-profits are 

adequate, in this moment I understand that don´t have others considerations for include as 

characteristics, but in future can occur others factors that can be characteristics. 

Comment only, no action necessary. 

018 

CIPFA agrees that these characteristics provide a useful indicator of whether users might 

exist for whom public sector reporting entities might reasonably be expected to provide 

such reporting. It would be helpful to be clear at paragraph 14 that the ‘need’ for reporting 

is framed in terms of users who in some measure deserve this information, for example 

reflecting the government’s democratic, constitutional or other responsibility to be 

accountable. 

Paragraph 2.4 of CF–ED1 states that GPFRs are 

developed primarily to respond to the information 

needs of users who do not possess the authority to 

require an entity to disclose the information they need 

for accountability and decision-making purposes.  It 

does not distinguish between users that deserve the 

information and users who do not deserve the 

information.   
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

No change is proposed. 

019.1 

Determining Whether to Report on Long-Term Sustainability (paras.14-16) 

As mentioned above [these sentences are repeated in these comments and so have not 

been included], the Council believes there may be users of prospective financial 

information for entities with characteristics different to those set out in paragraph 15 of the 

Exposure Draft. This is in particular true of entities delivering services (irrespective of 

whether they have any power of decision over the latter) financed chiefly either by transfers 

of resources from other public entities or by tax revenue allocated to them (without having 

the power to raise taxation themselves). For these entities, projections of future expense, 

the identification of future sources of finance and the evaluation of their vulnerability in 

respect of their dependence on transfers of resources from other public entities would 

provide useful information to users of the financial statements. 

The Council proposes two criteria for determining whether it is relevant for a given entity to 

report on the long-term sustainability of finances, which are based on inflows and outflows 

as defined in paragraph 7 of the Exposure Draft: 

(a) Power over resource inflows significant power to raise taxation or other revenue or 

power to incur debt; 

(b) Wide decision-making powers over expense outflows
1
. 

It should be added that, in most cases, the two criteria are necessarily cumulative (the 

satisfaction of just one of the criteria is in theory an exception). 

The two criteria proposed by this respondent are 

similar in nature to the characteristics listed in 

paragraph 15.  The first proposed criterion is covered 

in paragraph 15 by characteristics (a) and (b).  The 

second criterion may be covered by characteristic (c) if 

the proposal in Agenda Paper 5.1 (SMC 1: 

Characteristic (c)) to amend this characteristic to 

include types of services in addition to service delivery 

levels. 

See Agenda Paper 5.1 (SMC 1: Characteristic (c)) 

for analysis. 

019.2 

In addition to these criteria, the Council believes it would be useful to determine application 

thresholds (total resources, number of citizens,) so that only entities of significant size 

would be required to prepare prospective information. 

The suggestion to include an application threshold so 

that only entities of significant size prepare LTFS 

Reports is unnecessary because the proposed RPG 

suggests that it is useful to prepare a LTFS Report 

when there are users for such information.  The 

proposed inclusion of a reference to the assessment of 

cost-benefit considerations (see comments for 

respondent 2) will also help in addressing this point.  

Furthermore, entities that are not of a significant size 

                                                      
1
  The power of decision over expense may take the form of the power to adapt benefits or services provided. 
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

may not meet the characteristics in paragraph 15. 

No change is proposed. 

019.3 

Lastly, the Council believes that the recommendation should indicate that sustainability 

data, for the public sector, are most relevant when they supplement consolidated 

accounts
2
, taking into account the particular and complex nature of relationships between 

government bodies (which in many cases provide services over which they have no 

decision-making powers) and their funding sources (by transfer of resources from another 

public entity, the allocation of taxation,…). 

Paragraph 1 explains that LTFS information 

supplements GPFSs. 

No change is proposed. 

020 

Yes. Of the three criteria put forward (significant power to levy taxes or other resources, 

power to create debt and broad decision-making power on levels of service provision), the 

second (power to create debt) appears vital with regard to sustainability reporting. 

Comment only, no action necessary. 

021.1 

We believe that public sector entities that are responsible for the provision and delivery of 

social benefits should be required to provide information on LTFS for their 

users/constituents. We do not believe that the characteristics as set out in paragraph 15 

automatically would scope such entities into the proposed guidance/standard, and propose 

that the Board include an additional indicator on the responsibility of an entity to provide 

and deliver social benefits into paragraph 15. 

The IPSASB agreed that the reporting of LTFS 

information should be voluntary.  The reasoning is set 

out in paragraphs BC5 and BC6.  The proposed RPG 

recommends that where an entity has users for LTFS 

information, it should prepare such information and it 

does not matter whether that entity provides social 

benefits.  GPFRs are prepared for users, if an entity 

does not have users, for whom is the entity preparing 

the report?  Furthermore, paragraph 4 specifically 

mentions social benefits and the delivery of social 

benefits is likely to include wide decision making 

powers. 

No change is proposed.  

021.2 

The indicator in paragraph 15(c) is unclear to us, particularly, the notion of ‘wide’ decision-

making powers over service delivery levels. We suggest that the Board include guidance 

on the level of autonomy an entity would have, that would constitute an entity having wide 

decision-making powers.  

See Agenda Paper 5.1 (SMC 1: Characteristic (c)) 

for analysis. 

                                                      
2
  At local or national level, for all government bodies. 
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# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

021.3 

Furthermore, although we understand the Board has (according to the Basis for 

Conclusions) purposefully not limited the applicability to whole-of-government or 

consolidated national financial statements, we are concerned that little distinction has been 

made between the type of information that would be relevant at a whole-of-government or 

macro-economic level versus the type of information that would relevant at an individual 

entity level. As mentioned in our cover letter, we believe that the Board should consider 

what levels of reporting is required and the relevant information to be provided for different 

levels of reporting. 

Furthermore, although we understand the Board has (according to the Basis for 

Conclusions) purposefully not limited the applicability to whole-of-government or 

consolidated national financial statements, we are concerned that little distinction has been 

made between the type of information that would be relevant at a whole-of-government or 

macro-economic level versus the type of information that would relevant at an individual 

entity level. As mentioned in our cover letter [see General Comment above], we believe 

that the Board should consider what levels of reporting is required and the relevant 

information to be provided for different levels of reporting. 

The proposed RPG is voluntary guidance and as such 

cannot require certain levels of reporting.  However, 

the distinction between whole of government and sub-

national entities could be clarified.   

See Agenda Paper 5.1 (Other Issues: To which 

Entity does the Proposed RPG apply?). 

021.4 

Although government business enterprises (GBEs) currently fall outside the scope of 

IPSAS and consequently would not be required to apply this RPG, the users of these 

entities’ financial statements would benefit significantly from this type of sustainability 

reporting. We are of the view that the long term sustainability information would be both 

useful and relevant and therefore should be applied by GBEs as well.  We recommend 

that, where possible, the Board encourage the regulators in the respective jurisdictions to 

recommend GBEs to make use of the RPG when reporting on long term fiscal 

sustainability information. 

The IPSASB has initiated a project on GBEs. 

022 

Yes, we agree that the characteristics of an entity -- significant tax and/or other revenue 

raising powers, powers to incur debt, wide decision-making powers over service delivery 

levels -- as described in the Recommended Practice Guideline are appropriate. We do not 

see any other characteristics of an entity as broad reaching on an international scale that 

might indicate the existence of users in addition to those that are described by the Board. 

Comment only, no action necessary. 

023 

As reporting on long-term sustainability is not deemed mandatory; it is considered 

appropriate that each entity should have the ability to determine if such reporting is 

appropriate given its circumstances and user needs.  While the characteristics included are 

The characteristics in paragraph 15 are included to 

give guidance to an entity determine whether or not it 
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Response 

# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

valid in assessing if there are users for such reporting; it should only be a guideline.  If 

other considerations are applicable, it should be a part of determining whether to report on 

long-term fiscal sustainability. However, it is to be noted that the Province does not support 

long-term sustainability reporting from the perspective of an authoritative standard or even 

a guideline to be positioned in the IPSASB’s library of GAAP.  Please refer to our particular 

concerns regarding practical application and positioning of this document as detailed 

above under General Comments.    

has users for LTFS information. 

The respondent’s comment about the proposed RPG 

being outside the scope of financial reporting is 

consistent with comments from this and other 

Canadian preparers on the Conceptual Framework 

project. 

No change is proposed. 

025.1 

We generally agree with the characteristics of an entity that indicate whether users exist for 

information on long-term fiscal sustainability as set out in paragraph 15 of the ED.   

We note that characteristic (c) refers to “service delivery levels”, which has not been 

defined in the ED. We recommend that the characteristic be defined or further explained in 

the ED, perhaps with examples. We believe that the information on service delivery should 

be consistent with, and should refer to, the term as used in the IPSASB Conceptual 

Framework. 

See Agenda Paper 5.1 (SMC 1: Characteristic (c)) 

for analysis. 

025.2 

Contextualisation of the ED is important for the reader to understand the relevance of the 

requirements. With regards to paragraphs 14 – 16, the reader should be able to 

understand why it is important to report on long-term sustainability of finances for preparers 

to better evaluate whether a particular entity should provide disclosures. The narrative 

explanations should serve to supplement the characteristics provided. We suggest that it 

might be helpful to clarify each of the characteristics provided in paragraph 15, with 

examples. 

We believe additional characteristics could be included as follows: 

a) Decision-making powers to implement public policy for new government programs, 

which may require significant outflows in future years. 

b) Has significant depreciable assets used for, or necessary to provide, public service 

delivery (e.g. power stations, water and sanitation and roadway infrastructure). 

c) Has significant long-term liabilities and obligations that may require future funding. 

d) There is significant social dependence on the continuity of the entity. 

The suggestion to include additional characteristics is 

unnecessary because point a) is covered in 

characteristic (c), point b) is not relevant, point c) is 

covered by characteristic (b) and/or (c), and point d) is 

covered by characteristic (c). 

No change is proposed.  

027.1 
First, we think there should be some clarity around what is meant by an “entity.”  We 

realise you want to be generic about levels of government, but feel that the way the draft is 

This respondent expresses similar concerns to 

respondent 7 relating to the suggestion that the term 
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# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

written this could be taken to mean a department, or other agency.  In your scope section, 

you could clarify this, by providing a few examples (or put them into the Basis for 

Conclusions section).   

“entity” is clarified. 

See comments for respondent 7. 

027.2 

In light of paragraph 15, it doesn’t make much sense to report on the (long-term) fiscal 

sustainability of a single agency.  It has to be a single level of government, ie, one 

following all three of the characteristics in paragraph 15.  Then fiscal sustainability 

becomes a choice issue and makes more sense.  The list of characteristics of a reporting 

entity is useful and perhaps you mean it to signal reporting only at a (near complete) 

government levels (with or without the GBEs). 

The list of characteristics in paragraph 15 is there to 

help an entity determine whether or not there are 

users for LTFS information and does not relate to the 

level of the entity.  If the entity has users then it can 

report on LTFS information using the proposed RPG 

as guidance. 

No change is proposed. 

028 We do agree with the IPSASB conclusion as set out in paragraph 15 and BC 12. Comment only, no action necessary. 

029.1 

While inclusive, we see these indicators as too broad, and we suggest they include 

additional information to increase their meaning. For example, consider the following: (1) 

an entity can have significant tax and/or other revenue raising powers, but if these are 

concentrated in an area that is vulnerable to economic shifts, government regulations, 

natural disaster, or attack they can abruptly be lost; (2) an entity’s power to incur debt can 

be vulnerable to political pressures and public sentiment, which is not clear in the 

guideline; and (3) many sub-national government entities have wide decision-making 

powers over their service delivery levels but are heavily reliant on federal funding, making 

them vulnerable to policy shifts.  Including additional information would make this guideline 

a better tool for conducting long-term financial stability assessments.  

This respondent expresses similar concerns to 

respondent 1 in considering that the characteristics in 

paragraph 15 are too broad. 

See comments for respondent 1. 

029.2 

We also believe the users included in the general purpose external financial reporting 

(GPEFR) Concepts Statement 1 and Concepts Statement No. 3, Communication methods 

in General Purpose External Financial Reports that Contain Basic Financial Statements 

should be included as users within the guideline.  

CF–ED1 describes users for the purposes of entities 

that apply IPSASs and other guidance issued by the 

IPSASB so there is no need to refer to other literature 

to determine whether an entity has users.  

No change is proposed. 

031 

We consider the characteristics as set out in paragraph 15 are suitable for enabling an 

entity to determine whether it should concern itself with the reporting of information on 

long-term fiscal sustainability. 

Paragraph 15 considers that users of long-term fiscal sustainability information will exist 

Comment only, no action necessary. 
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# 
Respondent Comments Staff Comments 

SMC 1: Characteristics of an Entity 

when an entity has one or more of significant tax and/or other revenue raising powers; 

powers to incur debt; or wide decision-making powers over service delivery levels.  We 

support the use of such indicators, in the context of users comprising resource providers 

and their representatives or service recipients and their representatives. 

032.1 

In determining the scope of entities that have to report on the long term sustainability, 

attention must be given to the interactions, from economic and financial natures, between 

entities above-mentioned (transfers of fiscal revenues or other receipts). Accordingly, in 

our opinion the two criteria set up below must be retained:  

a. Power over resource inflows significant power to raise taxation or other revenue or 

power to incur debt; 

b. Wide decision-making powers over expense outflows. 

In most cases, these criteria are cumulative. However, some significant entities control 

their outflows of expenses, generate their own revenues but may mainly depend on 

external funding resources. In this case, only the criteria regarding the decision-making 

powers over expense outflows is satisfied. 

This respondent expresses similar concerns to 

respondent 19.1 in proposing criteria to replace the 

characteristics in paragraph 15.  However these 

criteria are similar in nature to the characteristics listed 

in paragraph 15 and therefore no change is proposed.   

No change is proposed. 

032.2 

In addition, DGFiP believes that an attention must be given that the ratio costs/benefits of 

providing information on sustainability in order to limit the requirement of providing 

sustainability information to significant size entities. 

See comments for respondent 2. 

032.3 

In the case where a public sector entity wouldn’t be able to provide information on its 

finance’s sustainability, the providing of projections of its expenditures would be contribute 

usefully to global information on sustainability. 

Comment only, no action necessary. 

033.1 

We agree that the broad characteristics noted in the ED are useful in indicating whether 

users exist for information on long-term sustainability and in limiting the scope of this 

reporting to relevant entities. Our view is that the information needs of users related to 

long-term sustainability reporting will be rightly focussed on major macro political, societal, 

and economic issues such as the affordability of state pension entitlements or the ability to 

finance major infrastructure projects that will last over multiple generations. As such we 

would stress the importance of the words “significant” and “wide” in the above 

characteristics and would question whether it is not also necessary to include a similar 

scope limiting description in connection with powers to incur debt. Characteristic (b) could 

be rephrased to note “powers to incur significant debt.”   

The suggestion to amend characteristic (b) to “powers 

to incur significant debt” would be consistent with the 

wording used in characteristic (a) relating to significant 

tax and/or other revenue raising powers. 

Consider inserting the word “significant” to 

characteristic (b).  
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SMC 1: Characteristics of an Entity 

033.2 

We do recognise that compared to many jurisdictions, the United Kingdom has a relatively 

centralist public finance structure. Most resources utilised by public sector entities are 

provided to them from the central government finance ministry (either directly to or by way 

of other central government bodies) once budgets have been approved by Parliament. 

Where bodies do have the power to borrow, such borrowing is controlled by statutory 

codes. As such tax and revenue raising powers, powers to incur debt and wide decision-

making powers over service delivery levels are significantly constrained. If it were deemed 

appropriate to introduce long-term sustainability reporting into GPFR in the United 

Kingdom, therefore, it would most likely be at the whole of government level. Its suitability 

at a local government level given the current constraints on these bodies would need to be 

further considered.  

We also believe that if long-term sustainability reporting is to meet the information needs of 

users then it must be robust, comprehensive and if possible updated on an annual basis. 

Users must also be sure of its objectivity, which could require a measure of formal 

assurance. Our view is that this level of robustness is more likely to be achieved at a 

“national” level, as it will require a significant resource investment that is likely to be beyond 

the means of smaller and individual entities. 

The UK local government has significant tax raising 

powers, although it is obviously dependent on central 

government for the bulk of its funds and therefore, 

could meet the characteristics in paragraph 15. 

No change is proposed. 

035.1 

The AASB agrees that users of LTFS information are likely to exist for entities that reflect 

the characteristics set out in paragraph 15 – entities that have the power to change their 

policies on the raising of revenue and other resources (such as debt) or the provision of 

goods and services in order to affect trends in the entity’s long-term fiscal sustainability. 

However, as indicated in our covering letter, the AASB’s view is that the reporting of long-

term fiscal sustainability (LTFS) information conceptually is relevant to all reporting entities.  

LTFS reporting is just as relevant to entities that do not have such powers.  If their LTFS 

information reveals negative trends, then it is likely that the entity’s operating model or 

parameters will need to be changed by those entities that do have the powers to change 

the policies.  This would appear to be useful information in relation to such entities.  LTFS 

reporting by such entities need not require extensive disclosures, if that is unnecessary to 

provide the relevant information to users of their general purpose financial report. 

The proposed RPG potentially applies to all public 

sector entities except for GBEs, but recommends that 

a LTFS Report is only prepared where an entity 

identifies users for this information. 

No change is proposed. 

035.2 
Therefore, the AASB does not agree with the unstated implication of paragraphs 14 and 15 

in the ED that LTFS reporting essentially should be or is expected to be restricted to 

entities exhibiting the stated characteristics.  Although paragraph 14 does refer to an entity 

The suggestion that the proposed RPG should 

address subsequent reporting rather than focusing on 

initial reporting is valid.  This could be achieved by 
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SMC 1: Characteristics of an Entity 

needing to assess “initially” whether there are potential users of its prospective information, 

nothing further is said about the relevance of LTFS reporting beyond that initial 

assessment.  This should be addressed in the pronouncement. 

removing the word “initially” from paragraph 14. 

Consider deleting the word “initially” from 

paragraph 14. 

036.1 

The GASB staff agrees that there are likely to be users for long-term fiscal sustainability 

information for entities with one or more of the following characteristics: (a) significant tax 

and/or other revenue raising powers; (b) powers to incur debt; or (c) wide decision-making 

powers over service delivery levels. However, IPSASB Conceptual Framework Exposure 

Draft 1 (ED 1), Conceptual Framework for General Purpose Financial Reporting by Public 

Sector Entities: Role, Authority and Scope; Objectives and Users; Qualitative 

Characteristics; and Reporting Entity, paragraph 1.6, states that, "General Purpose 

Financial Reports (GPFRs) 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," which implicitly includes information possessing these characteristics. As a result, 

the GASB staff questions whether it is necessary to identify the characteristics that an 

entity could possess for users to exist specifically for information on long term fiscal 

sustainability. The IPSASB has not presented similar characteristics to identify whether 

users exist for other types of information included in GPFRs. 

The concern expressed relating to whether or not it is 

necessary to identify the characteristics that an entity 

could possess for users to exist specifically for LTFS 

information is similar to the concerns raised by 

respondent 5.  However, the IPSASB considers that 

LTFS reporting is relatively new and therefore it makes 

sense to include characteristics of entities to which the 

proposed RPG is relevant.   

See comments for respondent 5. 

036.2 

The GASB staff also does not agree with the exclusion of Government Business 

Enterprises (GBE or as referred to be GASB as Business-type Activities). Although we 

recognize that ED 1 also excludes these types of entities from the Conceptual Framework, 

users of GBE GPFRs still need information on long-term fiscal sustainability. Further, the 

financial projections of GBEs could have significant implications on the reporting entity's 

long-term fiscal sustainability which will not be provided to users if that information is 

excluded. 

The IPSASB has initiated a project on GBEs.  

Guidance on including prospective inflows and 

outflows that relate to GBEs in an entity’s LTFS Report 

is included in paragraph 6. 

No change is proposed. 

37 
Yes.  The characteristics to look at to determine whether users exist for information on long 

term sustainability set out in paragraph 15 are appropriate. 

Comment only, no action necessary. 

38 We agree with the key characteristics outlined in paragraph 15. Comment only, no action necessary. 
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ED 46, REPORTING ON THE LONG-TERM SUSTAINABILITY OF AN ENTITY’S FINANCES 

SMC 2: Do you agree that the “dimensions” of long-term fiscal sustainability in paragraphs 27–37 provide a viable framework for 

narrative reporting on the long-term sustainability of an entity’s finances that complements and interprets the projections? If not, how 

would you modify this approach? 

Response 

# 
Respondent Comments Staff Comments 

SMC 2: “Dimensions” of Long-Term Fiscal Sustainability 

001.1 

a. In response to Comment 2 (Do you agree that the “dimensions” of long-term fiscal 

sustainability in paragraphs 27–37 provide a viable framework for narrative reporting 

on the long-term sustainability of an entity’s finances that complements and interprets 

the projections?), we agree with the dimensions but believe they are not sufficient.  We 

would like to see the following included as part of the framework: 

i. To truly be sustainable the government must be able and willing to generate inflow 

needed to maintain service commitments and meet financing obligations as they 

come due, while maintaining a balanced inter-period and inter-generational fiscal 

structure.  This is particularly relevant for entities with strong ties to international 

markets (e.g., a retirement fund holding European bonds or significant reliance on 

government transfers).  But all public entities are subject to these risks in some 

way and should address them in their narrative discussion. 

The objective of the proposed RPG is to give guidance 

on how to prepare a LTFS Report, not how to be 

sustainable.  Paragraph 27 of the proposed RPG 

explains that a narrative discussion is necessary to put 

the projections in context. 

No change is proposed.  

001.2 

ii. The EU Maastricht criteria are (1) the annual budget deficit as a percentage, and 

(2) public debt/GDP ratio.  Hence these would seem very relevant criteria for this 

ED. 

iii. Gross Domestic Product (GDP) is a common indicator used at the national level in 

assessing fiscal sustainability and should be included more prominently in this ED.  

The proposed RPG does not specify particular 

indicators because the type of indicators that are 

relevant to an entity will depend on the nature of the 

entity, e.g., whole of government or sub-national entity. 

No change is proposed.  

002 

Concerning the Dimensions of Fiscal Sustainability, the SRS-CSPCP is of the opinion that 

the terms are not always clear or are inconsistent.  One possible way to clarify and simplify 

the exposition of these dimensions might be to replace the fiscal capacity dimension and 

service capacity dimension by a “Status-quo Sustainability” dimension and an “Austerity 

The proposed RPG is not jurisdiction-specific or time-

limited.  This means that the suggestion to replace 

fiscal capacity and service capacity with “status-quo 

sustainability” and “austerity sustainability” is not an 
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Respondent Comments Staff Comments 

SMC 2: “Dimensions” of Long-Term Fiscal Sustainability 

Sustainability” dimension defined as follows:  

 Status-quo Sustainability may be defined as the ability of an entity to meet financial 

commitments, such as servicing and repayment of liabilities to creditors on a 

continuing basis over the period of the projections assuming current policies for the 

provision of goods and services, and current policies for raising taxes and other 

revenues in the future. 

 Austerity Sustainability may be defined as the ability of an entity to meet financial 

commitments such as servicing and repayment of liabilities to creditors, on a 

continuing basis over the period of the projections assuming austerity policies for the 

provision of goods and services, and austerity policies for raising taxes and other 

revenues in the future. 

 Note that the definitions of (a) Status-quo Sustainability and (b) Austerity Sustainability 

differ in that the public policies that are followed are either untouched (current) or are 

curbed (austerity) compared to the existing ones. In both cases, a projection of debt is 

computed based on assumptions about public revenues and expenditures, and the 

ability to raise and pay interest on this debt is assessed to evaluate sustainability. 

 Motivation: These definitions are simpler, more in line with actual computations. As a 

matter of fact, in the computed models, the debt variable is the residual. Then the 

distinction is relevant since it reflects two fundamental issues. The Status-quo 

Sustainability is a measure of solvency with a fairness constraint: current policies on 

the expenditure as well as on the revenue side should benefit not only the current 

generation but also future generations. The Austerity Sustainability is a plain long-term 

solvability criterion putting the emphasis on the extent to which policies should be 

curbed in order to make public debt sustainable. 

appropriate term to use because, for example, not all 

jurisdictions are undergoing austerity.  If an entity 

prepares a LTFS Report in a period of austerity, this 

report will automatically reflect austerity policies as 

these policies are the current policies.  Furthermore, 

an entity can present different policy scenarios if that is 

relevant for the entity. 

No change is proposed. 

003 

We support the dimensions of long-term fiscal sustainability in paragraphs 27–37, including 

the discussion of service capacity in paragraph 32. However, we consider that it would be 

useful for the document to acknowledge that some entities may be required, by legislation, 

Paragraph 46 explains that some jurisdictions have a 

legislative or regulatory framework governing the 

reporting of LTFS and recommends that these 
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Respondent Comments Staff Comments 

SMC 2: “Dimensions” of Long-Term Fiscal Sustainability 

to present information on projected flows based on continuing existing policies or current 

levels of services.   

requirements are disclosed. 

No change is proposed. 

004.1 

We agree broadly with the three broad dimensions which should be addressed in an 

entity’s report on long-term fiscal sustainability. We do however have the following 

comments on the labelling and descriptions of these dimensions:  

(a) Title of “vulnerability” dimension. While we agree with the concepts underpinning 

this discussion, we do not agree with this dimension being titled “vulnerability”. 

“Vulnerability” in an economic context has a negative connotation and is often used 

to denote liquidity risk and the risk of insolvency. Consequently, we suggest 

changing this to “Degree of Independence”.   

See Agenda Paper 5.1 for analysis (SMC 2: 

Suggestions to Change the Name of the 

Vulnerability Dimension). 

004.2 

(b) The description of “fiscal capacity” refers to meeting commitments without raising 

taxes. Certain economic guidelines refer to fiscal sustainability being meeting 

commitments without raising taxes or, without raising taxes to an unrealistic level. 

As entities might follow the latter concept of sustainability, this should be discussed 

in the Proposed Guideline.  

The definition of fiscal capacity could be clarified so 

that it explicitly states that it is measured using current 

policies. 

Consider clarifying the definition of fiscal capacity 

in paragraph 28, as follows: 

“Fiscal capacity is the ability of an entity to meet 

financial commitments, such as servicing and 

repayment of debt and liabilities to creditors, on a 

continuing basis over the period of the projections 

using current policies for the provision of goods and 

services, and current policies for raising taxation and 

other revenues without increasing levels of taxation.” 

004.3 

(c) Paragraph 30 refers to “primary deficit” and “total deficit”. These terms may not be 

well understood or have different meanings in different jurisdictions. As a result, we 

suggest either providing an explanation in the text of the Guideline or, including a 

definition in the Appendix.   

Paragraph 30 explains both terms.  However, they 

should be included in the Appendix.   

Consider including terms used in the core text of 

the proposed RPG in the Appendix where 
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SMC 2: “Dimensions” of Long-Term Fiscal Sustainability 

appropriate. 

004.4 

(d) The description of “service capacity” currently indicates that this dimension 

represents the extent to which (a) the entity can maintain services at the volume 

and quality provided to current recipients at the reporting date…. We question 

whether this is the correct measure, considering that: 

 There may be additional recipients who qualify for a particular service over 

and above those who already receive such goods and services. It would be 

important to consider not only the current recipients but all those who are 

eligible to receive specific goods and service based on legislation in force at 

the reporting date.  

 The volume or quality currently provided may be sub-standard and may not 

be in line with defined or agreed specifications (for example, the volume and 

quality of services specified in a strategic plan). In addition, there may be 

different benchmarks used when assessing an entity’s ability to continue 

providing services, i.e. current level of services versus expected level of 

services versus ideal level of services. We suggest that the Guideline clarify 

these possible benchmarks, and prescribe which level should be used in 

developing their projections and discussions. In addition, specific disclosure 

requirements may be necessary in paragraphs in paragraphs 38 to 51.  

 As a result, we suggest amending this paragraph to reflect that service capacity is 

measured based on an agreed/specified volume and quality.  

See Agenda Paper 5.1 for analysis (SMC 2: Service 

Capacity).  

005 

We agree that fiscal capacity, service capacity and vulnerability provide three useful 

barometers of long-term fiscal sustainability. Paragraph 37 indicates that increases in 

taxation should not be considered which may be inconsistent with the strategy Government 

is applying in a particular term. 

Comment only, no action necessary. 

006 ACAG agrees with the dimensions outlined in paragraphs 27-37.  Comment only, no action necessary. 
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SMC 2: “Dimensions” of Long-Term Fiscal Sustainability 

007.1 

HoTARAC agrees that the dimensions provide a viable framework for narrative reporting 

on an entity’s long-term fiscal sustainability. While, in Australia these specific terms are not 

used, the concepts that are used in documents such as the Commonwealth’s 

Intergenerational Report (IGR), are very similar. Narrative reporting based on these will 

capture and present a holistic picture of an entity’s fiscal sustainability.  

That being said, HoTARAC feels that while under current circumstances the use of the 

term “deficit” in paragraph 30 is generally applicable to most countries, this paragraph 

should be expanded to include references to surpluses, perhaps in a change of 

terminology to use “budget balance” or a similar term. Omitting the reference to “surpluses” 

could be misleading to users as it implies that it is not necessary for users to refer to the 

sustainability of current and/or projected surpluses.   

Staff will consider replacing “primary deficit” and “total 

deficit” with neutral terms to take into account the fact 

that some jurisdictions have surpluses.  

Consider replacing “primary deficit” and “total 

deficit” with “primary surplus or deficit” and “total 

surplus or deficit”. 

007.2 

HoTARAC further points out that the terms in paragraph 30, ‘primary deficit’ and ‘total 

deficit’ are not listed in the glossary of indicators, and that inclusion of these terms at 

Appendix A would be useful.  

See comments for respondent 4.3. 

007.3 

Additionally, as currently presented in paragraph 30, the definition of total deficit is unclear, 

and HoTARAC suggests re-wording this to:  

(b) total deficit, which is the primary deficit including outflows related to interest 

payable on debt  

Agree.  Although it will need to refer to “primary 

surplus or deficit”. 

Consider amending the description of total deficit 

in paragraph 30. 

007.4 

HoTARAC notes that the suggested concept of “fiscal capacity” refers to not increasing 

levels of taxation (refer to paragraphs 28 and 37); however, HoTARAC recommends that 

the RPG clarify how non-taxation sources of revenue should be dealt with for this purpose. 

This concern relating to how non-taxation sources of 

revenue should be dealt with is addressed by the 

proposal to revise the definition of fiscal capacity (see 

comments for respondent 4.2). 

007.5 

The inclusion of vulnerability is relevant as it complements and further articulates the 

importance of entities communicating their control of funding, whether this is through inter-

governmental transfers or through taxation and incurrence of debt. 

Comment only, no action necessary. 
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SMC 2: “Dimensions” of Long-Term Fiscal Sustainability 

008.1 

Fiscal Capacity and Sustainability 

The proposed measure of “fiscal capacity” does not truly address the inter-temporal aspect 

of fiscal sustainability; rather it provides a measure of the inter-temporal position of the 

entity, given current policy settings.  Sustainability is often seen as a wider concept, which 

brings into play tax and borrowing more directly.  If countries have room to adjust their 

taxation levels to meet emerging spending pressures (from programs or from servicing 

debt) then sustainability is more easily achieved than for a country with very little tax room.  

(The International Monetary Fund says that a country's fiscal position is unsustainable if "in 

the absence of adjustment, sooner or later the government will not be able to service its 

debt.")  The identity equation that gives rise to the inter-temporal budget constraint is not 

really a measure of sustainability in the way that policy makers think of the concept, but it is 

a useful measure that can feed into consideration of sustainability.  Accordingly, we would 

suggest that the guideline drop the word 'sustainability' from its title and replace it with 

either 'position' or 'projections'. The other option would be to add additional dimensions to 

the draft to move it closer to a guideline on real sustainability, but this would become highly 

complex, and would sit uneasily as an accounting standard, given its fiscal policy aspects.  

If, instead, the concept of "sustainability" was retained, our recommendation would be to 

assess it in terms of a framework which allows for benchmarking, with some indicative 

threshold levels (as is done in the Bank-Fund Low Income Country Debt Sustainability 

Framework).  Otherwise, it is difficult to arrive at any assessment of whether the entity is on 

a sustainable fiscal path or not.   

The respondent suggests that “sustainability” is 

dropped from the title of the proposed RPG because 

the guidance relates only to the projected position of 

an entity at the reporting date.  Staff understands that 

the proposed RPG gives guidance on how to prepare 

LTFS information given current policies and does not 

go a stage further and recommend that if an entity is 

not in a fiscally sustainable position that the entity 

should outline options of potential changes in policy 

that could be taken to improve the long-term fiscal 

position.  However, Staff considers that the information 

is still about sustainability because without this 

information a user will not be aware that the projected 

position is not sustainable.  Furthermore, some entities 

preparing LTFS Reports will be in a projected 

sustainable position and will not need to consider 

potential policy changes.  Therefore the title should 

remain as it is.  

No change is proposed. 

008.2 

In a similar way, it is questionable whether "fiscal capacity" is the correct term for what is to 

be measured.  It is simply the fiscal position relative to the inter-temporal budget constraint 

on current settings.  Once again, the term fiscal capacity implies broader considerations 

such as the room or space to take action to change the course of the fiscal position 

through time.  While some of these issues appear to be addressed through the dimension 

of vulnerability, we are concerned about the way this is done, and how the issue of policy 

The respondent suggests changing the name of this 

dimension to “projected fiscal position” because “fiscal 

capacity” implies a broader consideration of the room 

an entity has to take action to change the course of its 

fiscal position.  The respondent acknowledges that this 

aspect is addressed in the dimension of vulnerability 

but does not like the way this is achieved and how the 
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choice is dealt with.  We would therefore propose the following change: 

Rename ‘Fiscal capacity’ as 'Projected Fiscal Position' 

issue of policy choice is dealt with.  Staff considers 

that “fiscal capacity” clearly describes the meaning of 

this dimension and therefore the term does not need to 

be amended. 

No change is proposed. 

008.3 
Regarding indicator coverage, it would be appropriate to use neutral terms like primary 

“balance” rather than primary “deficit” (paragraph 30).  

See comments for respondents 7.1. 

008.4 

Vulnerability 

We support in principle the dimension of vulnerability to be reported on.  The case of a 

sovereign or sub-sovereign with substantive dependence on international aid flows could 

be referred to in the text alongside that of subnational governments.   

See Agenda Paper 5.1 for analysis (SMC 2: 

Suggestions to Change the Definition of 

Vulnerability). 

008.5 

Vulnerability (continued) 

Further, while there is justifiable focus on the revenue side of dependency, it should be 

noted that in some cases this is symmetrical on the spending side – the subnational is a 

pass-through of higher level entity obligations.   

Staff understands that a pass-through arrangement 

occurs where a sub-national entity receives a transfer 

solely for the purpose of transferring it to the entity that 

has the obligation to undertake the activities.  Staff 

considers that where there is a pass-through 

arrangement, the entity would not be including in its 

projections either the inflow or outflow and therefore 

there is no effect on vulnerability. 

No change is proposed. 

008.6 

We would suggest that the term 'Vulnerability' be dropped and be replaced by a more 

neutral term, such as 'Outlook' and then define the sub-dimensions in such a way as to 

highlight issues of dependency, debt room and revenue-raising ability.  For users, the 

prospects of a tax decrease are arguably as important as a tax increase for the planning of 

their financial affairs (consumption versus savings). 

See Agenda Paper 5.1 for analysis (SMC 2: 

Suggestions to Change the Name of the 

Vulnerability Dimension).  



 Long-Term Fiscal Sustainability Respondents’ Comments 

 IPSASB Meeting (September 2012) 

 Agenda Item 5.2 

 Page 24 of 114 

Response 

# 
Respondent Comments Staff Comments 

SMC 2: “Dimensions” of Long-Term Fiscal Sustainability 

009 

The Province of Manitoba agrees the “dimensions” described in the exposure draft provide 

a viable framework for narrative reporting on the long term sustainability of a government’s 

finances. 

The dimensions of fiscal stability, service capacity and vulnerability are similar to the 

indicators recommended by the Public Sector Accounting Board (PSAB) of the Canadian 

Institute of Chartered Accounts.  The Province of Manitoba is currently using the financial 

indicators recommended by PSAB in its financial statement discussion and analysis report.  

Fiscal capacity and sustainability both measure the government’s ability to meet its 

program commitments without increasing its borrowings or taxation levels.  Flexibility or 

service capacity measures the degree a government can increase its financial resources to 

respond to rising commitments by increasing its revenue or by increasing its net debt 

(PSAB) or net financial worth (IPSASB).  Vulnerability (i.e. PSAB and IPSASB) measures 

the extent to which the government is fiscally dependant on funding sources outside its 

control. 

Comment only, no action necessary. 

011 

We in principle agree with the “dimensions” of LTFS. Ultimately, LTFS reporting should 

clearly demonstrate the reporting entities’ positive or negative contribution to the larger 

public sector and economic system, such as national economic or service delivery plans. 

Accordingly, the approach adopted by an entity for reporting (narrative or otherwise) 

should reflect the reasonableness and realism of the projections of the relevant larger 

economic system. 

Comment only, no action necessary. 

012.1 

The three dimensions “fiscal capacity”, “service capacity” and “vulnerability” are 

appropriate and useful.  We suggest replacing the term “fiscal capacity” in an international 

document with “revenue capacity” to recognise that some organisations can generate 

revenue through charges & sales, not just taxation.    

Fiscal capacity refers to the ability of an entity to meet 

financial commitments and therefore includes outflows 

so the respondent’s proposal to replace this term with 

“revenue capacity” is not appropriate.  See comments 

for respondent 4.2 clarifying this definition to explicitly 

refer to inflows and outflows. 

No change is proposed. 
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012.2 

Public sector net debt (public sector financial liabilities net of liquid financial assets) as a 

key target indicator of fiscal sustainability is a national indicator. The proposal to use net 

debt as a % of total revenues at the sub-national indicator is not consistent with normal 

entity/corporate ratio analysis of gearing levels which would be based on total debt (all 

borrowings + overdraft)/ total assets.  Total debt may provide a more transparent and 

complete picture; for example to ensure Private Finance Initiative (PFI) liabilities (or their 

equivalent) are included, being a significant future cost.    

Paragraph 30 explains why net debt as a percentage 

of total revenues can be a useful indicator for sub-

national entities.   

Under the Financial Liability Model in IPSAS 32, 

Service Concession Arrangements: Grantor, these 

liabilities are financial liabilities and so will be included 

in the debt.  Where a PFI arrangement is classified as 

a Grant of a Right to the Operator Model, the liability is 

a non-financial liability as it represents the unearned 

portion of the revenue arising for the exchange of 

assets between the grantor and the operator. 

No change is proposed. 

012.3 

As part of “service capacity” we suggest introducing references to recognise the impact of 

planned efficiencies on service capacity, as this is currently a high profile factor on future 

delivery for various governments.  

Service capacity is affected by planned efficiencies 

only in the situation where the efficiencies are used to 

reduce costs.  In the situation where efficiencies are 

used to improve the volume or quality of services there 

is no change in service capacity.  If an entity considers 

that efficiencies are relevant to users’ understanding of 

its LTFS Report, then the entity would disclose this in 

the narrative discussion. 

No change is proposed. 

012.4 

Highlighting vulnerability and variable funding dependencies is informative and may help to 

demonstrate the effectiveness of organisations actions to mitigate their risk of vulnerable 

revenue streams, if reviewed over time and accompanied by a narrative explanation.   

The definition provided for “vulnerability” is narrow.  Vulnerability should form part of a 

more comprehensive forward looking risk analysis as funding dependencies although 

important, are not the only factor which can affect future fiscal sustainability.  Other 

Vulnerability is one of three dimensions of LTFS 

information that the proposed RPG recommends an 

entity to discuss.  The other examples given by the 

respondent will be included in the LTFS Report where 

appropriate to that entity.  It is not necessary to list all 

possible factors that may affect LTFS. 
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examples include political changes, restructures, the economy and rate movements.  We 

believe this should be communicated through a supporting narrative explanation.  

No change is proposed. 

012.5 

Where consolidated or whole of government accounts exist, this is a useful source for 

identifying significant liabilities which may have longer term impacts and should be 

included in a national LTFS report.  

Paragraph 23 explains that projections should begin 

with the cash flows related to the settlement of 

liabilities and cash-generating assets recognized in the 

statement of financial position. 

No change is proposed. 

012.6 

Commentary on an entity’s future prospects helps to improve accountability for decision 

makers and is consistent with other financial reporting developments as well as previous 

ICAS consultation responses such as “Accounting for Public Service – Towards a New 

Reporting Framework
1
”, “Sharman Going Concern”, “BIS Narrative Reporting

2
” and 

developments outlined in the International Integrated Reporting Council Discussion Paper 

on Integrated Reporting. 

For example, “Accounting for Public Service – Towards a New Reporting Framework”, 

states that too much reporting is focused on outputs rather than outcomes.  The concern 

is: 

“There is currently a democratic deficit in accountability, because the reporting framework 

simply does not address the extent to which we are moving towards the achievement of 

these outcomes [which politicians are elected on] and therefore accountable 

representatives cannot be held accountable for this”. (para 1.7.1, page 20)  

The IPSASB has a project on Reporting Service 

Performance Information which focuses on reporting 

outcomes. 

012.7 

Greater emphasis is also needed on impact and materiality to ensure that effort is focused 

only on what matters most and to reduce unnecessary effort.  For example, only key 

activities with significant impact and/or likelihood of fluctuation should be considered for 

See Agenda Paper 5.1 for analysis (SMC 2: 

Qualitative Characteristics and Materiality). 

                                                      
1
  http://icas.org.uk/search-site/?jump=true&txtSearch=%2fsite%2fcms%2fcontentCategoryView.asp%3fcategory%3d4376 

2
 http://icas.org.uk/Technical_Information_and_Guidance/Business_Issues.aspx  

http://icas.org.uk/search-site/?jump=true&txtSearch=%2fsite%2fcms%2fcontentCategoryView.asp%3fcategory%3d4376
file:///C:/Documents%20and%20Settings/adavies/My%20Documents/LTFS/%09http:/icas.org.uk/Technical_Information_and_Guidance/Business_Issues.aspx
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forecasting.   

013 

We find the dimensions to be similar to existing Canadian accounting literature. While the 

dimension of flexibility has been omitted (the degree to which a government can increase 

its financial resources, through tax or debt, to respond to rising commitments), the 

framework as described appears sufficient.  

Comment only, no action necessary. 

014.1 

We agree with the SMC2, with the exception of the definition of vulnerability in 

paragraph 34, for reasons stated below. 

The ED defines vulnerability only from the perspective of revenues of an entity, as can be 

noted from the proposed definition: 

“Vulnerability is (a) the extent to which an entity is fiscally dependent upon funding 

sources outside its control, principally inter-governmental transfers; and (b) the extent 

to which an entity has powers to vary existing taxation levels or other revenue 

sources and to create new sources of taxation and revenue.” 

We consider that this proposed definition of vulnerability is incomplete, since it only refers 

to the revenues of an entity. Therefore, we propose to add to its definition, “the extent to 

which an entity can reduce its expenditures.”  

See Agenda Paper 5.1 for analysis (SMC 2: 

Suggestions to Change the Definition of 

Vulnerability). 

014.2 

With respect to the vulnerability of finances, entities’ fiscal sustainability would vary for 

those that have performed financial or administrative reforms, and for those that have not. 

Entities in a public sector can reduce some of their expenditure more easily than others. 

For example, entities may be able to reduce their public investments in infrastructure with 

less difficulty, compared to decreasing their investments in social securities. Their fiscal 

sustainability would also be influenced by factors such as, for example, which expenditure 

would account for a significant proportion of the total expenditure of the entities. 

Comment only, no action necessary. 

015 

We agree with the dimensions of long term sustainability in paragraphs 27-37.  We would 

suggest that the IPSASB also include a requirement that sovereign governments report 

any annual budget deficit as a percentage of GDP. 

The proposed RPG is voluntary guidance and 

therefore it is unable to include a “requirement” that 

sovereign governments report any budget deficit as a 
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percentage of GDP. 

No change is proposed. 

016 

We agree that with the dimensions provided in paragraphs 27-37 and that they will provide 

a viable framework for reporting on the long-term sustainability of an entity’s finances.  

However, we consider that the projections should be made on current (as stated in the ED) 

and future known policies.  With the emphasis being solely on current policies it may 

exclude entities from including policies which are known to be changing but have not yet 

changed.   

See Agenda Paper 5.1 for analysis (SMC 2: Future 

Policy). 

017 

In relation the “dimensions” of long-term fiscal sustainability in paragraphs 27-37, I 

understand that in this moment is very adequate the IPSAS/IFAC discuss about this 

proposal that has clearly, transparency, objectivity, inspection and observation. 

The long-term sustainability of an entity´s finance that complements and interprets the 

projections has relation as new discussion about sustainability relationship the Integrated 

Reporting, that I considering very important for the government in relation a budget and 

projections. 

As described in the point 27 the dimensions about 1-Fiscal capacity; 2- Service capacity; 

and 3-Vulnerability, I observe that in relation a Service Capacity include only services, but I 

have doubt if the volume and quantity has relation that capacity of the government has 

condition for implement this or other project. 

When I observed the context about budget I understood, that service have relation with 

financial resources for attend some quantity, in relation aspect for projections, I don´t know, 

because can be exist risk if the government don´t have resources for applied or occur 

demand that don´t have expectation. 

Comment only, no action necessary. 

018.1 

CIPFA agrees that the “dimensions” provide a viable framework for this reporting, subject 

to our detailed drafting comments [included immediately below]. 

Discussion of representational faithfulness 

Agree.  CF–ED1 uses “faithful representation.” 

Amend paragraph 27 to say “faithful 

representation.” 
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Para 27 of the ED sets out a requirement that information reported should be ‘faithfully 

representative’, that this requires the inclusion of narrative discussion, and can be satisfied 

by presenting historical and prospective information on three dimensions. 

We suggest that ‘representationally faithful’ would be a better term to use; both terms have 

been used in IASB briefings, but this is the predominant usage and seems to us to be 

more accurate. 

018.2 
We also suggest that it would be helpful to provide a more specific description of what is 

meant by faithful representation so that it can be better related to the content of reporting. 

See Agenda Paper 5.1 for analysis (SMC 2: 

Qualitative Characteristics and Materiality). 

018.3 

We would also note that the current drafting might be misread as implying that providing 

information on the three dimensions will automatically result in faithful representation. We 

suggest that reporting on the dimensions will normally be necessary, but will only be 

sufficient if the reporting provided on each dimension is of sufficient quality. 

See Agenda Paper 5.1 for analysis (SMC 2: 

Paragraph 27). 

019 

Addressing the Dimensions of Fiscal Sustainability (Paras.27-37) 

The Council agrees with the two proposed dimensions of sustainability, “fiscal capacity” 

and “vulnerability”. 

However, the Council notes that “service capacity” is more far-reaching than a purely 

financial indicator. Indeed, the ability to maintain the quality and volume of a service 

depends on a combination of resource and investment levels, on cost trends and actions to 

improve and rationalize public service. However the presentation of this indicator in 

paragraph 32 implies that the evaluation of service capacity depends mainly on the 

projection of resource levels. 

Paragraph 33 discusses investment levels as it relates 

to service capacity. 

No change is proposed. 

020.1 

Yes. Subject to the comments made above [included immediately below], namely that 

other “dimensions” be defined in a national or supranational regulatory framework, as in 

the case of European Commission reporting on the sustainability of public sector finances 

in the EU. 

1 – Reference to obligations already existing within the European Union on this 

See comments for respondent 3. 
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subject 

When obligations regarding the long-term sustainability of public sector finances already 

exist under national laws, including commitments under European Union agreements, it is 

proposed that the Guideline should indicate that the IPSAS Board’s recommendation does 

not contradict, but rather acknowledges them. 

For example, Council Regulation (EC) No. 1466/97 on the surveillance of budgetary 

positions, as amended on 16 November 2011, stipulates that stability programmes 

submitted by Member States to the European Commission include information on implicit 

liabilities related to ageing populations. In practice, the European Commission publishes a 

report on the sustainability of public sector finances in the European Union every two or 

three years. This report describes the sustainability analysis method used and gives the 

results obtained for each Member State based on standardized economic assumptions, in 

particular potential economic growth. The stability programmes then update the results 

every year.   

020.2 

This information could be given in an illustrative annex to the Guideline. Providing an illustrative annex for one part of the LTFS 

Report could lead to requests for illustrations of other 

parts of the report.  The different nature of the entities 

that may report LTFS information and the different 

approaches taken to preparing LTFS Reports means 

that any illustrations could not possibly cover all the 

possible scenarios.  Therefore it is not appropriate to 

provide illustrative annexes. 

No change is proposed. 

021.1 

SMC 2 

We agree with the dimensions of LTFS and the inter-relationship between fiscal capacity, 

service capacity and vulnerability as a viable framework for narrative reporting on LTFS of 

an entity’s public finances. Despite our general agreement with this approach of 

See Agenda Paper 5.1 for analysis of SMC 2: 

Suggestions to Change the Name of the 

Vulnerability Dimension and Other Issues: To 

which Entity does the Proposed RPG apply? for 
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developing a framework, please refer to our earlier comments [see immediately below 

“General Comments”] about the generality of the concepts and terms used in the RPG, as 

well as our specific concerns around “vulnerability” in point 4 of Appendix B to this 

Comment letter [see below “Dimensions: Vulnerability”]. 

General Comments: 

We believe that information about LTFS would be relevant at all reporting levels. 

Communities that are dependent on service delivery from the local municipality would, for 

instance, have a specific interest in the financial sustainability of that particular 

municipality, in addition to the sustainability of the government as a whole. However, the 

focus and nature of the sustainability information of each entity might differ, depending on 

the level at which it is reported. An example of this, pertaining to the issue of “vulnerability” 

is provided in point 4 of Appendix B to this comment letter. The ED does not seem to 

acknowledge this, and does not seem to give guidance on what these differences might 

be. We urge the IPSASB to consider providing guidance on different levels of reporting.  

4 Dimensions: Vulnerability 

The use of this term “vulnerability” at the individual entity level seems inappropriate. Public 

Sector entities that are reliant on government funding are usually considered to be less 

financially vulnerable than their counterparts that are required to generate their own 

revenues. We recommend that the Board consider replacing this term with a description 

that is more relevant at all levels within the economy, for example “extent of reliance on 

external funding sources”. This issue further supports the view that this RPG is trying to 

address macro and entity level fiscal sustainability in a single guide, when in fact the issues 

may differ depending on whether reporting is taking place at a macro (whole-of-

government level) and an individual entity level. We suggest that these differences need to 

be acknowledged and addressed in the RPG. 

providing guidance on different levels of reporting. 

021.2 
SMC 2 (continued) 

Furthermore, we are of the view that currently the service capacity dimension is not 

See Agenda Paper 5.1 for analysis (Other Issues: 

To which Entity does the Proposed RPG Apply?) 
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sufficiently reflected in the ED, for example in the list of indicators as provided by 

paragraph 20 of the ED.  

for providing guidance on indicators for service 

capacity. 

021.3 

We also believe that the notion of ‘quality’ within the definition of ‘service capacity’ needs to 

be expanded. Service capacity as defined in paragraph 30 [should refer to paragraph 31] 

‘is the extent to which a) the entity can maintain services at the volume and quality 

provided to current recipients ...’ We believe that users would be interested and find it 

useful to understand how quality is achieved, but there needs to be properly defined 

benchmark, in order to ascertain how and to what extent ‘quality’ is achieved. Information 

on how this benchmark is determined, and met, would be crucial to determine quality. We 

stress the importance of quality of service that is performed by the entity for constituents. It 

is recommended that the RPG clarify these different benchmarks and precisely what 

entities should measure themselves against, when developing their projections. 

We recommend that the service capacity disclosure be, at a minimum, split between a) 

maintaining services at the volume and quality provided to current recipients, and b) 

service at the agreed/ specified volume and quality. 

See Agenda Paper 5.1 for analysis (SMC 2: Service 

Capacity). 

022.1 

Yes, we agree that the three inter-related dimensions of fiscal sustainability -- fiscal 

capacity, service capacity, and vulnerability (as described in paragraphs 27–37) -- provide 

a viable framework for the long-term sustainability reporting of an entity’s finances. Also, 

we strongly believe that, as discussed in paragraph 27, the presentation should include an 

appropriate narrative discussion to put the fiscal projections into an appropriate context. 

Additionally, providing a flexible framework for the disclosure of information is important so 

that the presentation can be organized in a way that is easily understood by expected 

users, including the public, and that it is appropriate given the reporting entity’s respective 

facts and circumstances. Accordingly, we encourage the use of illustrative graphs and 

tables to help create long-term fiscal sustainability information that is easily understood, 

relevant, and useful to the financial statement users. 

The sub-section on “Presenting Projections of 

Prospective Inflows and Outflows” explains that a 

combination of narrative reporting, tables, graphs is 

likely to be necessary to satisfy the objectives of 

financial reporting. 

No change is proposed. 

022.2 Further, as discussed in paragraph 22, the presentation should be consistent over time to Paragraph 22 does not include guidance to say that 
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enhance the comparability of the information. We agree that there is a risk that disclosures 

can be biased to present a misleadingly favorable picture, and we agree with the IPSASB 

that any modifications to the formats between reporting periods should be highlighted and 

explained. Additionally, to facilitate the comparison of information between periods, the 

presentation should include consistent terms and identify the effects of policy [changes]. 

We also agree with the IPSASB that it is a good practice to display a statement that shows 

the changes in projections between reporting dates, in addition to the reasons for those 

changes. 

consistent terms should be used.  This could be 

addressed by amending the second sentence as 

follows. “It is therefore important that the formats and 

terms used are consistent...” 

Amend paragraph 22 to include the point that the 

terms used should be consistent between 

reporting periods. 

The last sentence in paragraph 22 recommends that a 

supplementary statement should be presented 

including the changes to projections between reporting 

dates and the reasons for those changes.  An example 

of the types of changes, e.g., as pointed out by this 

respondent of policy changes, could be added to the 

end of paragraph 22. 

Consider including an example of the types of 

changes in projections between reporting periods 

to the end of paragraph 22, as follows: 

“...Such changes could include (a) the implementation 

of policy changes from the last reporting date, and/or 

(b) changes in economic and demographic 

assumptions.” 

023 

Yes, it is agreed that the “dimensions” of long-term sustainability that have been proposed 

provide a viable framework for narrative reporting on the long-term sustainability of an 

entity’s finances that complements and interprets the projections.  However, it is to be 

noted that the Province does not support long-term sustainability reporting from the 

perspective of an authoritative standard or even a guideline to be positioned in the 

IPSASB’s library of GAAP.  Please refer to our particular concerns regarding practical 

The respondent’s comment about the proposed RPG 

being outside the scope of financial reporting is 

consistent with comments from this and other 

Canadian preparers on the Conceptual Framework 

project. 

No change is proposed.  
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application and positioning of this document as detailed above under General Comments.  

024.1 

Comment 2:  

The break-down into these 3 elements is acceptable. Other sources may use different 

criteria, which are similar, because this matter is still in an exploratory phase. For example, 

the Canadian CICA
3
 uses another rather approximate typology (in each case indicators are 

also shown): 

Sustainability= the extent to which the government can maintain existing programs and 

activities and meet the financial requirements without increasing the financing burden. 

1. Debt/ GDP 

2. Deficit / GDP 

Flexibility = the extent to which government can increase its financial resources in 

response to an increase of its obligations by increasing its revenue or the financing burden. 

3. Debt Service/Revenue 

4. Changes  in Fixed Assets 

5. Own Revenue/GDP 

Vulnerability = the extent to which government depends on financial sources which are out 

of its control or out of its influence. 

6. Transfers between governments/ Own Revenue 

7. External Debt/Debt 

8. Debt in foreign currency/Debt 

Comment only, no action necessary. 

024.2 

Comment 3 

As oppose to e.g. CICA 1997, IPSAS ED 46 remains vague or even very vague as to which 

indicators could be considered as the best practice to measure “fiscal sustainability”. 

The proposed RPG is necessarily vague because it is 

not jurisdiction specific and encompasses whole of 

government and sub-national entities. 

                                                      
3
  Canadian Institute of Chartered Accountant (CICA), Research Report: Indicators of Government Financial Condition, 1997. 
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No change is proposed. 

024.3 

Comment 4 

Comparing once again with CICA 1997, IPSAS ED 46 deals succinctly with the concept of 

“fiscal sustainability”, while this “fiscal” concept should examined in a broader perspective 

(not purely from a financial budget concept point of view). 

The IPSASB agreed that the scope of ED 46 would be 

limited to reporting on the long-term sustainability of an 

entity’s finances.  This includes the dimension of 

service capacity. 

No change is proposed. 

025.1 

We agree that the dimensions of long-term fiscal sustainability described in paragraphs 

27–37 are important indicators of long-term fiscal sustainability. 

We believe that flexibility should be added as it provides insights into how a government 

manages its finances. Flexibility is, for example, the degree to which an entity is able to 

change its debt or tax burden in the economy within which it operates in order to meet its 

existing financial obligation at the reporting date. Flexibility also might be relevant where a 

government, that increases its outstanding debt now, reduces its flexibility in the future to 

respond to adverse economic circumstances that may develop.  A government that 

increases taxation or user-fees today may limit its ability to do so in the future as the rate of 

taxation approaches the limit of what citizens and businesses are willing or able to bear.  

Flexibility may include indicators such as the ratio of debt charges to revenues, net book 

value of capital assets to their gross cost or own source revenues to GDP or taxable 

assessment (local governments).  

At the Consultation Paper stage of this project, the 

IPSASB considered a number of different dimensions 

that could be included in the proposed RPG.  It 

determined that the three dimensions set out in the 

proposed RPG are appropriate.  An entity is not 

precluded from including additional dimensions in its 

LTFS Report where relevant. 

No change is proposed. 

025.2 

The ED’s intention is to address prospective information on long-term sustainability, but the 

Objective states the RPG is to “provide guidance on how to supplement the statements of 

financial performance and financial position”. We recommend more clarity be provided on 

where and how this long-term fiscal sustainability should be reported.  KPMG believes that 

given that the ED is not mandatory and it may take time for governments to achieve the 

best practice recommended, such material should be outside of the financial statements.  

However, we believe that this project should continue to be of high importance particularly 

when considering the conceptual framework discussions around the nature of assets and 

See Agenda Paper 5.1 for analysis (Other Issues: 

Position of LTFS Report Relative to GPFSs). 
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liabilities, with the longer-term goal of clarifying what information is necessary for the 

financial statements.   It may be possible that this prospective information is excluded from 

the financial statements but included as part of a public sector entity’s general purpose 

financial report (‘GPFR’) (i.e. in the annual report) or as a complementary document.  

025.3 

If long-term fiscal sustainability information were to be included in a public sector entity’s 

GPFR (i.e. in the annual report but not in the financial statements) it is likely to impact the 

role and responsibility of the auditor.  Currently, auditors are required under standards 

issued by the International Auditing and Assurance Standards Board (IAASB) to read the 

information in documents that also contain the audited financial statements and the 

auditor’s report and, if not remedied by management, report on inconsistencies of other 

information with the audited financial statements.  If GPFR is expanded to include 

information such as long-term sustainability, service delivery or prospective financial 

reporting then auditors may be asked to provide some form of assurance on that 

information.  ISAE 3000, Assurance Engagements, is the generic international standard 

that would be relevant when providing such assurance.  In order to provide assurance, 

auditors require suitable criteria that they can use to evaluate the subject matter of the 

engagement.   

We encourage the Board to engage in a dialog with the IAASB on whether any additional 

guidance, to supplement that provided in ISAE 3000, is required so that auditors may 

report on items such as long-term sustainability and prospective financial information.  

See Agenda Paper 5.1 for analysis (Other Issues: 

Audit and Assurance). 

027.1 

The dimensions of fiscal sustainability are also associated with economic and demographic 

uncertainty – this could be brought out more in how the concepts are explained. 

The three linked dimensions – fiscal capacity, service capacity, and vulnerability – are 

useful concepts that we’ll try to bring out more in our next report.  We generally use net 

debt as our long-term measure of fiscal capacity.  Soon after the five-year forecast period, 

we settle down to a constant level of tax to GDP, and look to see what changes are 

needed to the budget balance (tax and spending) to achieve the government’s long-term 

Comment only, no action necessary. 
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net debt objective (derived from our legislated fiscal framework). This allows us to go 

beyond the reporting framework to discuss potential policy choices and trade-offs in 

spending and taxation to bring this about.  It also enables a discussion over which policy 

choices improve intergenerational equity, are supportive of long-term growth and protect 

the vulnerable in society (overall policy goals).   

027.2 

Implicit in the service capacity measure is the notion of projecting revenue and expenses 

under current policy.  This is also canvassed in paragraphs 40-42. Current policy is a tricky 

concept and could be broader than the limitation in paragraph 40.  A couple of examples: 

 Keeping current policy around individual taxation with progressive rates will mean that 

with income growth eventually everyone is on the top rate.  So the point at which you 

decide to break with this current policy and hold taxation as a fixed ratio of GDP (part 

of the recipe for the fixed capacity measure) is a reportable choice for the modeller.  

 Another example is the indexation of welfare benefits. In New Zealand, past practice is 

for these benefits to grow with prices annually.  Over the long term, this will mean that 

beneficiaries will fall further and further behind wage earners and people receiving the 

wage-indexed public pension.  We have always reported these payments using CPI 

indexation, but notice the reporting of some other countries adds more of general 

wage growth part way through their projections (recognising the political pressures on 

CPI indexation over the long run). 

See Agenda Paper 5.1 for analysis (SMC 2: 

Broader Notion of Current Policy). 

027.3 

Vulnerability could be broader than the power to raise taxes, but rather the ability/costs of 

governments to do so.  For example, it could also show up in the tax competition national 

governments face over increasing tax rates from relatively mobile tax bases (individuals 

and firms).  This is more of an issue for small, open economies.  

See Agenda Paper 5.1 for analysis (SMC 2: 

Suggestions to Change the Definition of 

Vulnerability). 

028 

We do agree with the proposal on the “dimensions” of long-term fiscal sustainability. The 

presentation of information on the long-term sustainability of an entity’s finances should be 

faithfully representative. We strongly support that Faithful representation could be satisfied 

by presenting narrative information on both a historical and prospective basis along with 

Comment only, no action necessary. 
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three inter-related dimensions of fiscal sustainability (Fiscal capacity, Service capacity and 

Vulnerability). 

029.1 

We agree with the dimensions presented but believe they are not sufficient.   To be 

sustainable the government must be able and willing to generate inflow needed to maintain 

service commitments and meet financing obligations as they come due while maintaining a 

balanced inter-period and intergenerational fiscal structure.  This is particularly relevant for 

entities with strong ties to international markets (a retirement fund holding European 

bonds, for example) or significant reliance on government transfers.  All public entities are 

subject to these risks in some way, and you should address them in their narrative 

discussion.   

This respondent expresses similar concerns to 

respondent 1 in considering that the dimensions of 

LTFS are not sufficient. 

See comments for respondent 1.1. 

029.2 

It should also address reduced requirements that may result from the sustainability 

services and initiatives of that governmental entity.  Furthermore, the definition of long-term 

fiscal sustainability on page 5, paragraph 7 should be more robust.  Consider referencing 

to the “dimensions” of long-term fiscal sustainability to further clarify the definition of 

sustainability, which should address the transferring of benefits to future periods as well as 

the reduction of obligations. 

It is not appropriate to reference the dimensions of 

LTFS directly to the definition of LTFS as entities need 

the flexibility to include other dimensions where 

necessary. 

No change is proposed. 

031 

We agree that the three dimensions of long-term fiscal sustainability – fiscal capacity; 

service capacity; and vulnerability – provide a suitable framework to understand the 

narrative of the long-term sustainability of an entity’s finances. 

Comment only, no action necessary. 

032.1 

Dimensions relative to “fiscal capacity” and vulnerability seem to be appropriate to define 

framework for narrative reporting on the long-term sustainability. In particular, the DGFiP 

believes that the concept of “vulnerability “ is consistent because information about the 

dependence level of a public sector entity to non controlled external finding resources is 

useful. Accordingly, one of the indicator to measure vulnerability could be the ratio external 

resources/total resources. 

The respondent’s example of an indicator is similar to 

“fiscal dependency” which is defined in Appendix A as 

the “proportion of an entity’s total revenues currently 

provided by entities at other levels of government.”  

Therefore, this indicator does not need to be included 

in the proposed RPG. 

No change is proposed. 
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032.2 

In addition, dimension relative to service capacity that includes both qualitative and 

quantitative components (quality of services) which one is subjective by nature seems not 

to be appropriate to measure sustainability in an objective way. 

See Agenda Paper 5.1 for analysis (SMC 2: Service 

Capacity). 

032.3 

As mentioned above [included immediately below “General Comment”], establishment of 

sustainability and its measure should rely on harmonized rules and methods in order to 

ensure comparability between public entities. Thus, demographic and macro-economic 

assumptions used to measure sustainability of a public entity should be consistent with 

those used to measure sustainability at national level, even at European level. 

General Comment 

In addition, in our opinion, the information on sustainability is relevant if it ensures the 

ability to make comparisons between sector public entities at the national level but also at 

the European level for similar public sector entities. The establishment of the information 

on sustainability and its measure should be based on consistent rules and methods and 

adapted to the economic, financial and social environment of their activities. In particular 

this is the case for demographic and macro-economic assumptions used to execute 

expenditure projections that have to be consistent with those retained to measure of 

sustainability at national level. 

Lastly, the definition of sustainability indicators should be consistent with sustainability 

indicators defined at European level or at least at national level. In particular, this is the 

case for the ratio net debt/total resources that enables to compare the weight of the debt 

with the resources generated by the activity. Failing which the understanding of information 

on the long-term sustainability of public sector entities would be reduced. 

The proposed RPG is not jurisdiction specific and is 

voluntary guidance.  Therefore it cannot specify 

“harmonized rules and methods.” 

No change is proposed. 

033 

We believe that these dimensions provide a useful framework for the presentation of 

information to assist in ensuring faithful representation.  

With respect to vulnerability, however, this is one of the reasons why we believe it is most 

appropriate for long-term sustainability reporting to be focussed at a “national” or whole of 

government level. Where an entity is highly vulnerable and has limited control over the 

Where a sub-national entity has users for LTFS 

information and the entity is highly vulnerable, the 

entity would disclose that projected inflows of 

resources are dependent on the decisions of external 

parties, and that information is useful to users. 
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sustainability of its finances, we do not believe that providing projections of fiscal and 

service capacity actually provides users with any useful information. While the entity will be 

a going concern for accounting purposes, the lack of control it has over future income will 

mean that the degree of uncertainty over any long-term sustainability projections will make 

them less useful and in many cases meaningless. 

No change is proposed. 

034.1 

 Paragraphs 20 and 29 introduce the concept of "net debt" which is not defined in this 

paper or in the conceptual framework papers, although one of them refers to the term 

in relation to National Accounts reporting to the IMF which refers to an economic 

concept not an accounting concept. 

The definition of “net debt” is included in Appendix A of 

the proposed RPG. 

No change is proposed. 

034.2 

 Paragraph 30 refers to net surplus/deficit before interest, which is not existent in 

current IPSASB standards. 

Paragraph 104 of IPSAS 1, Presentation of Financial 

Statements, explicitly permits additional line items, 

headings, and sub-totals when such presentation is 

relevant to an understanding of the entity’s financial 

performance.  Furthermore, the proposed RPG is 

dealing with reporting outside the GPFSs, so the terms 

don’t necessarily need to mirror those in IPSASs. 

No change is proposed. 

035 

The AASB considers that the dimensions appear to be useful components of fiscal 

sustainability reporting, particularly the discussion of relevant indicators to portray the 

dimensions.  However, the AASB strongly supports the indication in paragraph 27 that 

faithful representation of LTFS information can be satisfied by presenting information along 

those dimensions – without implying that any other approach would be inappropriate.  That 

implication, though, should be made explicit, so that it is clear that the dimensions 

discussed in the document are not the only basis upon which LTFS information might be 

provided. 

This approach also would be justified on the grounds that the IPSASB’s project on service 

performance reporting is presently at an early stage.  It could well be that that project 

See Agenda Paper 5.1 for analysis (SMC 2: 

Paragraph 27). 
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begins to develop dimensions of service performance reporting that reflect upon LTFS 

reporting as well, given that LTFS includes a service capacity dimension under the 

framework set out in the ED. 

036.1 

The GASB staff agrees with the three dimensions of fiscal sustainability: fiscal capacity, 

service capacity, and vulnerability. Further, the GASB staff agrees that these dimensions 

provide a viable framework for the financial projections and narrative reporting of long-term 

fiscal sustainability information. The IPSASB's dimensions of fiscal sustainability are similar 

to the GASB's definition of economic condition, which is a composite of a government's 

financial position, fiscal capacity, and service capacity, with fiscal sustainability 

representing the forward looking aspect of economic condition.  

Comment only, no action necessary. 

036.2 

The GASB staff also believes that vulnerability should include other types of transactions 

rather than just inter-governmental transfers that are noted in paragraph 34. The GASB 

staff recognizes that the word "principally" is used in paragraph 34; however, we are 

concerned that some may narrowly interpret the IPSASB's intentions and therefore exclude 

transactions with such entities as the World Bank and the International Monetary Fund, 

which public sector entities have no control over. 

See Agenda Paper 5.1 for analysis (SMC 2: 

Suggestions to Change the Definition of 

Vulnerability). 

037 

Yes. The dimensions of long term fiscal sustainability provide a viable framework for 

narrative reporting on the long term sustainability of an entity’s finances that complements 

and interprets the projections.[see also Issue (ii) in letter above] 

(ii) Categorization of indicators into dimensions  

The narrative reporting discussed under paragraph 20 mentions a number of possible 

indicators that would complement the projections of inflows and outflows. Then in 

paragraph 27, the three dimensions of fiscal sustainability are identified for the purpose of 

presenting the narrative information. The text that follows paragraph 27 mentions some of 

the indicators from paragraph 20 but there is no explicit association of each of the 

indicators in paragraph 20 with the three dimensions in paragraph 27. A more explicit 

association between paragraphs 20 and 27 would be helpful to entities seeking to apply 

See Agenda Paper 5.1 for analysis (SMC 2: 

Paragraph 27). 
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the RPG. 

038 
We agree that the dimensions of long- term financial sustainability provide a viable 

framework for this reporting. 

Comment only, no action necessary. 
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ED 46, REPORTING ON THE LONG-TERM SUSTAINABILITY OF AN ENTITY’S FINANCES 

SMC 3:  Do you agree with the guidelines in this ED on disclosure of principles and methodologies, including risks and uncertainties? 

If not, how would you modify these guidelines? 

Response 

# 
Respondent Comments Staff Comments 

SMC 3: Disclosure of Principles and Methodologies 

001.1 

c. In response to Comment 3 (Do you agree with the guidelines in this ED on disclosure 

of principles and methodologies, including risks and uncertainties?), we believe these 

guidelines are too general to be of value to the users or the preparers.  We suggest 

the following be considered: 

i. We believe the ED could benefit by making an overarching differentiation between 

national and sub-national level government entities due to the fundamental 

differences in their debt holding, borrowing, and revenue raising capabilities and 

the effects these have on long-term fiscal sustainability.  Whether this is done 

through additional language throughout the course of the ED or by creating two 

separate documents, this would improve and simplify the process of long-term 

fiscal sustainability reporting. 

See Agenda Paper 5.1 (Other Issues: To which 

Entity does the Proposed RPG apply?) for 

including additional guidance on different levels of 

reporting. 

001.2 

ii. Some illustrations should be included to demonstrate the applications.  Certain 

information should be required (i.e., Debt/GDP ratio since it has become an 

informal standard throughout the world). 

The proposed RPG is voluntary guidance and 

therefore cannot require specific disclosures.  

Furthermore, Debt/GDP ratio may not be a relevant 

indicator in all circumstances, e.g., for sub-national 

entities. 

No change is proposed. 

002.1 

The SRS-CSPCP agrees in principle with the points of Disclosure of Principles and 

Methodologies. However, we have the following comments or additions: 

 Section 40: add “A fiscal rule is another example. Since the goal is to assess the long-

term sustainability, it should not be taken for granted at the outset that the fiscal-rule 

requirements will be satisfied, although it is the current policy. In this case, a 

Where a fiscal rule applies to an entity, it would be 

encompassed in paragraphs 46 and 47 relating to 

disclosure of the impact of legal requirements and 

policy frameworks.  In SMC 2 some respondents have 

commented on the possible meanings of “current 
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contradiction may arise if public expenditures, public revenues and public debt are all 

simultaneously assumed to follow the current policy.“ Motivation: The case of a fiscal 

rule is a very important example. Most countries do not yet have a binding numerical 

fiscal rule, but this may change. Balanced budget requirements are mentioned in §46 

but not explicitly in relation to the current policy issue. 

policy” and so paragraphs 40–42 are likely to be 

revised (see Agenda Paper 5.1 (SMC 2: Current and 

Future Policy)). 

002.2 

 Section 45: “Age-related programs are programs that are subject to eligibility criteria 

including (or depending on) age and other demographic factors. […]” Motivation: Age 

and other demographic factors are usually not an eligibility criteria for health care, but 

health status depends on age. 

Agree to amend paragraph 45. 

Amend paragraph 45 to include the phrase “(or 

depending on)”. 

002.3 

 Section 48: It is not clear why Discount Rates are necessary for long-term reporting. We 

suggest an addition to the text to explain why a discount rate is used. One could refer to 

„interest rates“ instead of „discount rates“, unless in the process of computing long term 

sustainability it is necessary at some point to discount a variable, i.e. computing its 

present value. Otherwise what is needed to compute the impacts on future interest 

payments is an assumption about future interest rates. 

The proposed RPG does not suggest that discounting 

is good practice, rather that users should be made 

aware of the discount rates if discounting does take 

place.  Paragraph 48 is broader in its scope that just 

future interest payments. 

No change is proposed. 

003 

We support the proposed disclosures. However, we recommend that the IPSASB make it 

easier for readers to identify the proposed disclosures. We have given some examples of 

how this could be done (see our “other comments”) [Included at the end of this Agenda 

Paper.] 

See Agenda Paper 5.1 (SMC 3: Disclosures) for 

analysis. 

004.1 

While we agree with the disclosures related to the principles and methodology used to 

prepare the projections currently proposed in paragraphs 38 to 50, we suggest amending 

this section to deal more broadly with all the disclosures encouraged in the Proposed 

Guideline. A section that deals broadly with disclosures could include, for example: 

 A statement indicating that the Proposed Guideline describes minimum disclosures, 

but that more information may be needed to meet users’ needs.   

See Agenda Paper 5.1 (SMC 3: Disclosures) for 

analysis. 

004.2  Disclosures about whether the Proposed Guideline was used to prepare the report, This disclosure is included in paragraph 2 of the 
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explaining any departures.   proposed RPG. 

No change is proposed. 

004.3 

 Disclosing any differences between the entities covered in the long-term fiscal 

sustainability report and the GPFSs.   

This disclosure is included in paragraphs 10–13 of the 

proposed RPG. 

No change is proposed. 

004.4 

Paragraph 49 notes that sensitivity analyses should be prepared. While we agree that this 

information can be useful, there is a risk of providing users with too much information on 

the variability of the projections, making the information overly complex and reducing its 

understandability.   

Comment only, no action necessary. 

004.5 

Updating projections and frequency of Reporting: In paragraph 39 it is mentioned that 

annual updating is unrealistic; however in paragraph 48 it is proposed that entities discuss 

any changes in the inflation and discount rates since the last reporting date. It is not clear 

whether this implies the last reporting date of the fiscal sustainability information or annual 

reporting. We suggest that the frequency of reporting should be more clearly defined, 

especially in cases where the information is not necessarily updated on an annual basis. 

Staff considers that it is clear in paragraph 48 that the 

last reporting date relates to the LTFS Report.  Note 

that it is suggested that this disclosure be moved to 

paragraph 38A so that it applies to all the topics in this 

sub-section. 

No change is proposed. 

004.6 

Reliability of Projections: It was noted that this paragraph mentions that projections are not 

forecasts. We recommend that the difference be explained in the Guideline as our 

experience has been that people often use these terms interchangeably in practice.  

See Agenda Paper 5.1 (SMC 3: Relationship 

between Projections, Budgets and Forecasts) for 

analysis. 

005 

We agree with the disclosure guidelines in the ED. We also agree that information released 

should be up-to-date at the point it is released.  

We suggest entities disclose whether the projections used are based on the latest budgets 

and forecasts used and approved by senior management. 

See Agenda Paper 5.1 (SMC 3: Relationship 

between Projections, Budgets and Forecasts) for 

analysis. 

006.1 

ACAG agrees with the ED guidelines and recommends that entities should also be 

required to disclose reductions and/or enhancements to service delivery built into 

projections. Examples of where disclosure should be required include where an entity: 

See Agenda Paper 5.1 (Other Issues: Audit and 

Assurance) for analysis. 
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 does not obtain any external assurance on the projections;  

006.2 

 projects reduced outflows in future years due to anticipated efficiencies or cost saving 

measures; 

 does not project a particular program in future years; and/or 

 projects new programs which the government is committed for future years. (This 

could be achieved by including new programs in a separate line item.) 

These disclosures will further assist users in understanding the assumptions and 

judgements applied to projected amounts. 

See Agenda Paper 5.1 (SMC 3: Disclosures) for 

analysis. 

007.1 
HoTARAC believes that it should be clarified if the guidelines are examples or minimum 

disclosures expected from an entity that follows the RPG.   

See Agenda Paper 5.1 (SMC 3: Disclosures) for 

analysis. 

007.2 

HoTARAC generally agrees with the guidelines for principles and methodologies but feels 

that the spirit of the ED, as voluntary guidelines, should allow for more clearly articulated 

flexible presentation and methodology. Paragraph 48, Inflation and Discount Rates, should 

be amended to clarify that it is not mandatory to discount projections, but if an entity does, 

then it needs to take certain factors into account in determining the discount rate, as 

articulated in paragraph 48.  

Staff considers that paragraph 48 is neutral relating to 

whether or not to discount projections. 

No change is proposed.  

008 

We are satisfied with the approach proposed on disclosure of principles, methodologies, 

and risks.  However, an important, but rather difficult, issue that needs to be considered in 

this context is how to measure and include government contingent liabilities in the 

projected fiscal position.  The identification of such liabilities, as well as the fiscal risks 

emanating from them, is by itself a rather large and complex exercise for every jurisdiction.  

Some uniform guidance on what to disclose in this inter-temporal context and how to 

include them would be very useful. 

Where contingent liabilities are expected to become 

liabilities recognised in the statement of financial 

position within the period covered by the LTFS 

projections, then they are automatically included in the 

projected outflows.  See paragraph 23 of the proposed 

RPG. 

No change is proposed. 

009 
The approaches to the methodology presented in the exposure draft are all reasonable.  

The Province of Manitoba feels that the key disclosures are the economic assumptions 

The respondent’s comments relating to key 

disclosures are suggested as recommended 
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used to prepare the projections.  These assumptions should be fully disclosed to the users, 

reviewed every year, and updated as required. The users should also be informed that the 

economic assumptions are inherently uncertain and small changes in the variables can 

have a significant effect on the projections.   

disclosures in paragraphs 44, 39 and 49, respectively. 

No change is proposed. 

011 

Similarly, we in principle agree with the guidelines on disclosure of principles and 

methodologies and wish to point out that any key assumptions relating to LTFS are based 

on inherently uncertain information and projections should take into account both credible 

current and future policy factors as defined in the ED. 

Comment only, no action necessary. 

012.1 

One of the most significant points is the assumption about current and future policy. The 

RPG says this will be disclosed but the impact could be substantial, to the extent it could 

mean that the information is of limited or no value.  

It is suggested that the LTFS report would be more meaningful and a more comprehensive 

assessment of sustainability if it were accompanied by a narrative risk assessment.  As 

mentioned in “specific matter for comment 2”, factors impacting on vulnerability can be 

wider than funding dependencies.  A comprehensive narrative risk assessment could 

include political and policy changes, restructures, the economy and rate movements. 

Paragraph 27 suggests that a narrative discussion is 

necessary to put the projections into context.  Staff 

considers that this could include a narrative risk 

assessment where an entity decided it was 

appropriate. 

No change is proposed. 

012.2 The disclosure of the approach to legal conflicts and sunset provisions is reasonable. Comment only, no action necessary. 

012.3 

The disclosure of assumptions used is critical, being a high risk area of misstatement 

which would render the projections meaningless if not robust.  This should be 

accompanied by an outline of the policy for reviewing and testing these assumptions as 

this is an essential step to ensure they remain robust, not just good practice.  Cross-

organisational consistency on key areas may help quality standards.   

See comments for respondent 14.1. 

012.4 

Sharing of good practice and key variables (e.g. inflation and discount rates), where 

appropriate would be welcomed.  Additional guidance would support consistency and data 

quality. 

Comment only, no action necessary. 
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012.5 

This is likely to be a tricky area for audit but a recommendation that an organisation 

maintains a clear policy with evidence of applying that policy would help provide some 

assurance. The RPG should contain guidance on best practice for reviewing and testing 

assumptions and an outline for an audit approach. 

See Agenda Paper 5.1 (Other Issues: Audit and 

Assurance) for analysis. 

012.6 

Impact of legal requirements – the relevant items could be myriad and too detailed for a 

published report.  Information should only be provided on an exception basis i.e. where 

critical for understanding the information provided and signposting/ links to sources of 

additional information used to avoid excessive detail. 

The guidance in paragraph 46 relating to the 

disclosure of legal requirements suggests disclosing 

“key aspects” of these policies.  Staff does not 

consider that this will lead to entities including too 

much disclosure. 

No change is proposed. 

012.7 

Guidance on whether to undertake sensitivity analysis needs to be linked to the likelihood 

of variation so as to focus this level of detail on the areas which need it most to reduce 

unnecessary effort.   

Paragraph 49 could be clarified to explain that users 

only need to be made aware of assumptions where 

variations could result in significantly different 

projections. 

Consider amending paragraph 49, as follows: 

“While it is unlikely to be appropriate in a GPFR for an 

entity to provide sufficient data to enable users to 

remodel projections by modifying assumptions it is 

important that users are made aware of the sensitivity 

of the assumptions underlying the projections where 

variations could result in significantly different 

projections.” 

012.8 

The inclusion of caveats explaining the inherent uncertainties of projections are essential. Guidance on disclosing the fact that the actual 

outcome will differ from the projections is included in 

paragraph 50. 

No change is proposed. 
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012.9 

Consideration should also be given to including “safe harbour” provision on future 

performance where there may be commercial or political sensitivity. 

Staff does not consider that this is an issue because a 

LTFS Report is a high-level overview of the long-term 

sustainability of an entity’s finances. 

No change is proposed. 

013 

As noted above, we disagree with the relevance of this material to individual public sector 

entities and we believe that jurisdictional discretion should be exercised in determining the 

appropriate scope and content for these types of reports. 

The IPSASB agreed that an entity should determine 

whether or not it prepares a LTFS Report based on 

whether it has identified users for this type of 

information.  The IPSASB’s reasoning is set out in 

paragraphs BC10 and BC11.   

No change is proposed. 

014.1 

We agree with the guidelines, subject to consideration of the following matters [set out 

below]:  

In paragraph 39, it is stated that the disclosure of “the date at which a full set of projections 

was made and the basis and timing of subsequent updating” is required.  In addition to 

this, it should also be required for entities to disclose their policy on updating assumptions 

underpinning their projections. (e.g. the assumptions shall be updated once every few 

years, or shall also be updated after an unexpected event such as a natural disaster.) 

If entities are not required to disclose their policy for updating their assumptions, there may 

be a risk that some entities may not update their assumptions for a long period of time and 

their assumptions would become unreasonable. 

The suggestion to include disclosure of an entity’s 

policy on updating assumptions could be incorporated 

into paragraph 44 which deals with demographic and 

economic assumptions (note that it is suggested that 

this paragraph is moved to become paragraph 44A). 

Consider amending the sentence in paragraph 44, 

as follows: 

“An entity should disclose the key assumptions that 

underpin projections and disclose its policy for 

reviewing and updating assumptions.” 

014.2 

Furthermore, we suggest that projections be also updated after some unexpected events 

such as accidents or emergencies. Paragraph 39 provides a case that, during periods of 

global financial volatility, projections made before the reporting date may become 

outdated. But, in addition, we recommend that paragraph 39 should also take into account 

certain catastrophic events as a reason for updating the projections.  

This example could be included in paragraph 39. 

Consider including the explanation projections 

should also be undated after unexpected event 

such as accidents or emergencies in paragraph 39. 
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014.3 

With respect to “sufficient information on underlying macro-economic policy and fiscal 

frameworks” stated in the paragraph 47, we suggest that the ED should require the 

disclosure of sources of the information. Disclosing the sources of information may 

increase the degree of reasonableness of an entity’s assumptions and would enhance 

verifiability of their projections. 

The proposed RPG is voluntary guidance and 

therefore cannot “require” anything.  The sentence 

immediately after suggests that disclosure is made of 

where this information can be found. 

No change is proposed. 

014.4 

Paragraph 48, which advise an entity to disclose its approach to inflation and its application 

of discount rates, calls for projections on present-value basis. We believe that projections 

at nominal value basis would also be useful and such a statement need to be included in 

the ED or its Basis for Conclusions (BC). 

Paragraph 48 does not suggest that projections should 

be on a current value basis, but it does suggest that 

the approach taken is disclosed. 

No change is proposed. 

014.5 

We suggest that the ED should require the following disclosures: 

(a)  comparative information for the projections and, subsequently, the actual results for 

the same period of time; and 

The reasons for the above suggestions are as follows : 

(a)  the comparative information would assist users of long term sustainability report to 

analyze the reasonableness of the projections; and 

See Agenda Paper 5.1 (SMC 3: Disclosures) for 

analysis. 

014.6 

(b)  while the regular updates are expected, when an entity cannot update assumptions of 

their projections, a statement to that effect and related reasons. 

The reasons for the above suggestions are as follows : 

(b)  when there are major changes(*) in an entity’s assumptions, but the entity cannot 

update its projections due to time constraints, we believe that the entity needs to 

disclose such facts and the reason for not updating their projections in order to alert 

the users.  

(*) We presume such changes as exemplified below: 

-when the level of pension benefit has been reduced; or 

-when the value-added tax rate has been raised. 

This point is now covered by including suggested 

disclosures for the policy for reviewing and updating 

assumptions in paragraph 44A (see comments for 

respondent 14.1) and the suggested amendment to 

paragraph 38 suggesting that an entity needs to 

determine the appropriate disclosures in order to meet 

the objectives of financial reporting. (see comments for 

respondent 4.1). 

No change is proposed. 
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014.7 

Comments on the paragraphs 46 and 47 

We suggest that the ED should clarify that projections and budgets are different. In many 

jurisdictions, the legislature approves the budget and gives authorization to the 

government. The budget serves to authorize the government to execute its policies, and 

informs the citizens of its plan of actions. On the other hand, the projections described in 

the ED are made based on the current governmental policies. Therefore, we suggest that 

the ED should clarify the fact that the projections on future outflows are different from 

expenditures that are budgeted, or the expenditures that are incurred. 

See Agenda Paper 5.1 (SMC 3: Relationship 

between Projections, Budgets and Forecasts) for 

analysis. 

015 
We agree that disclosure of the principles and methodologies, including risks and 

uncertainties, should be disclosed. 

Comment only, no action necessary. 

016.1 

We agree with the guidelines for disclosure of principles and methodologies however again 

we suggest that the projections should be made on current and future known policies. 

Paragraph 40 suggests that flows for particular 

programs and activities are projected using current 

policies. 

No change is proposed. 

016.2 

We also suggest that if might be useful to define forecast and projections as some users 

may use them interchangeably. 

See Agenda Paper 5.1 (SMC 3: Relationship 

between Projections, Budgets and Forecasts) for 

analysis. 

017 
Yes, I agree with this exposure draft on disclosure of principles and methodologies, 

including risks and uncertainties. 

Comment only, no action necessary. 

018 
CIPFA agrees in general terms with the guidelines on disclosure of principles and 

methodologies, subject to some drafting observations. 

Comment only, no action necessary. 

019.1 

Disclosure of Principles and Methodologies (paras.37-51) 

The Council notes that the recommendation does not define the rules or principles 

applicable to drawing up sustainability data, given their specific non-accounting nature, but 

requires disclosure of the principles and methodology used. Nevertheless, it would be 

The suggestion to define methodology for individual 

entities is not necessary because those entities will 

use methodology appropriate to their circumstances. 

No change is proposed. 
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appropriate to define methodological guidelines for establishing prospective data at 

individual entity level, so as to ensure the comparability with other entities and the overall 

consistency required for the public sector. The definition of methodological guidelines 

would require the active monitoring role of entities responsible for macro-economic and 

statistical studies or forecasts in consultation with the standard-setter. 

019.2 

The disclosure requirements for principles and methodologies should include information 

on demographic and macro-economic assumptions adopted and their consistency (as for 

the actuarial assumptions in IPSAS 25 “Employee Benefits” (paras.85-90)). In particular, 

where demographic or macro-economic projections are made at national level their use by 

an individual entity should be recommended. 

Paragraph 44A suggests disclosure of demographic 

and economic assumptions (see comments for 

respondent 14.1).  Paragraph 16 suggests that a 

controlled entity should report information consistent 

with that reported by its controlling entity. 

No change is proposed. 

019.3 

In addition, the Council believes that because of the diversified nature of the sustainability 

information presented which, in any case, is not limited to accounting information (macro-

economic and demographic projections, estimation of future expense) the subject of how 

the prospective data relate to accounting and budgetary information could have been dealt 

with in the requirements for principles and methodologies. In particular, the principles for 

drawing up prospective data based on the accounts should be clarified. 

Paragraph 23 explains the relationship between the 

accounting information and the projections.  

See also Agenda Paper 5.1 (SMC 3: Relationship 

between Projections, Budgets and Forecasts). 

020 

Yes.  

2 – Methodological aspects are key and must be made explicit 

The Guideline focuses mainly on reporting in terms of presentation, which is justified, but 

the IPSAS Board does not address the methodological aspects in any real depth. In 

particular, macroeconomic forecasts must be taken into account in projections of revenue 

and certain types of expenditure and standardized on a national or, as in the European 

Union, supranational level. 

If the entity concerned by the report to be submitted has several activities (for example, if it 

is responsible for providing several services or makes transfers with differing 

Paragraphs 24–26 contain guidance on how to select 

the time period covered by a LTFS Report.  Guidance 

on methodological aspects of preparing a LTFS Report 

is included in paragraphs 39–51.  The level of detail is 

sufficient for voluntary guidance which is not 

jurisdiction specific. 

No change is proposed. 
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characteristics), then substantial problems need to be solved (such as the period covered 

by projections). 

The Guideline should mention these technical matters and the need to explain how they 

are dealt with.  

021.1 

We question the relationship between the proposed guidance and other guidance on 

sustainability reporting that may be relevant to individual jurisdictions. It may be useful to 

acknowledge the existence of these other guides, codes and practices and to provide 

guidance on the minimum level of information required, whether it presented as part of this 

other disclosure or not.   

We also believe that it would be helpful to preparers for the Board to provide more 

guidance on disclosing environmental factors. For example, the requirement to disclose the 

‘impact of the depletion and degradation of ecosystems and erosion of water and finite 

natural resources on economic growth’ – how should this type of information be presented 

and disclosed? We would urge the Board to be more specific on this issue, and consider 

also referencing preparers to other guidance in the field of environmental sustainability. For 

example, the guidance as provided by the Reporting Framework of the Global Reporting 

Initiative. 

The objective of the proposed RPG is to provide 

guidance on how to approach reporting on the LTFS of 

the finances of a public sector entity.  Other types of 

sustainability are relevant only to the extent that they 

affect the projected inflows and outflows of an entity. 

No change is proposed.  

021.2 

We also stress the importance of the disclosure of ‘impact of legal requirements and policy 

frameworks’ for fiscal sustainability reporting. For example, EU constituents would be 

interested and find it useful to obtain information on how the new fiscal mechanism in the 

EU would impact on a nation’s LTFS. We agree with the rationale that making users aware 

of the key aspects of governing legislation would enhance the understandability of 

projections, but more importantly, such disclosures would enhance the transparency of the 

projections and disclosures provided by the entity, and provide more accountability to the 

constituents. However, developing countries would need to consider the impact the new 

fiscal mechanism could have on current and future funding from the European Union (EU) 

on the donor funded initiatives.   

Comment only, no action necessary. 
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021.3 

We suggest that the Board be more prescriptive of what the narrative information should 

cover, and also require preparers to discuss how the quantitative information disclosed 

links with the qualitative/narrative information. We suggest adding the following wording to 

paragraph 38:  

‘The qualitative disclosures should be provided in the context of the quantitative 

disclosures, which enable users to link related disclosures and be able to form an overall 

picture of the nature and extent of risks that the entity faces.’ The interaction between 

qualitative and quantitative disclosures should contribute to disclosure of information in a 

way that better enables users to evaluate an entity's exposures/vulnerability.   

The proposed RPG is voluntary guidance and 

therefore cannot “prescribe” or “require” specific 

disclosures.  The second sentence of paragraph 27 

explains narrative discussion should be included in a 

LTFS Report to put the projections in context.  This 

sentence could be expanded to include the overall 

picture of the nature and extent of risks that the entity 

faces. 

Consider expanding the second sentence of 

paragraph 27, as follows.  

“...This requires the inclusion of narrative discussion in 

order to put the projections in context and should 

enable a user to be able to form an overall picture of 

the long-term fiscal sustainability of the entity and the 

nature and extent of risks that the entity faces.  

021.4 

In addition, we suggest that entities disclose changes in principles and methodologies from 

prior period(s), with these recommended wording: ’For each disclosure, the entity should 

consider the changes from the previous period and disclose the nature and extent of these 

changes.’  

See Agenda Paper 5.1 (SMC 3: Disclosures) for 

analysis. 

021.5 

In addition, it is not clear what should be disclosed if an entity departs from the RPG’s 

principles and methodologies.  We suggest that the guidance include a section on how to 

report that departure, which should accompany the methodologies disclosure.   

Paragraph 2 suggests disclosing departures from the 

proposed RPG and the reasons for these departures. 

No change is proposed. 

021.6 

Sensitivity analysis: We believe that as currently worded, the flexibility in presentation 

format available to entities would impede comparability across entities. We recommend 

more specific requirements be provided in this regard. 

The proposed RPG is voluntary guidance and 

therefore it is not appropriate to include more specific 

presentation formats. 

No change is proposed. 
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021.7 

Reliability of Projections: It was noted that this paragraph mentions that projections are not 

forecasts. Our understanding is that projections are normally extrapolations of the current 

data/statistics whilst forecasts would incorporate assumptions of the future state. We 

recommend that the Board clarifies this concept in the ED as that would be helpful for both 

preparers and users.  

See Agenda Paper 5.1 (SMC 3: Relationship 

between Projections, Budgets and Forecasts) for 

analysis. 

022.1 

Yes, we agree with the guidelines on the disclosure of principles and methodologies, 

including the disclosure of any material or probable risks and uncertainties that may affect 

revenues or expenditures in the future. We also support the disclosure of the basis on 

which projections and other key assumptions underpinning the long-term fiscal 

sustainability projections have been made.  

In addition to the points discussed in the ED, we believe that it is important that disclosures 

should include: 

 A narrative discussion of the inherent limitations of projections, including uncertainty; 

 Major factors expected to have a significant impact on the projections; 

 Trends in historical and projected receipts and expenditures, including the period after 

the end of the projection period; and  

 Costs of delays in making policy changes.  

See Agenda Paper 5.1 (SMC 3: Disclosures) for 

analysis. 

022.2 

We also believe that it is critical that the projections are based on current policy and 

believe that situations where current policy differs from current law should be disclosed. 

Specifically, we have concerns that if current policy is not used as a basis for the long-term 

fiscal projections, assumptions may be selected that inappropriately distort the long-term 

projections. For example, expenditures based on current law may include provisions that 

have been changed in a consistent direction over a period of time, such as a statutory limit 

on federal debt that has been consistently raised.  

Paragraphs 40 and 41 consider situations where there 

is a legal conflict and explain how this may affect the 

presentation of projections. 

No change is proposed. 

022.3 
Further, we emphasize the importance of disclosing (a) the sensitivity of demographic and 

economic assumptions and (b) the results of any key sensitivity analyses to show a range 

Comment only, no action necessary. 
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of differences in the projections if the assumptions are varied. Such information is critical 

for users to understand the assumptions that can significantly affect the projections and the 

extent to which changes in them can affect the projections. 

023 

Yes, the guidelines provided in this ED on disclosures of principles and methodologies 

appear adequate.  However, paragraph 51 suggests that there are a variety of approaches 

that enhance reasonableness and realism of projections and specifically notes the formal 

assurance by an external auditor.  This is not supported given the subjectivity of this 

reporting.  In addition, it is to be noted that the Province does not support long-term 

sustainability reporting from the perspective of an authoritative standard or even a 

guideline to be positioned in the IPSASB’s library of GAAP.  Please refer to our particular 

concerns regarding practical application and positioning of this document as detailed 

above under General Comments.    

See Agenda Paper 5.1 (Other Issues: Audit and 

Assurance) for analysis. 

The respondent’s comment about the proposed RPG 

being outside the scope of financial reporting is 

consistent with comments from this and other 

Canadian preparers on the Conceptual Framework 

project. 

No change is proposed. 

024 

Paragraph 38 refers to the need for accounting policies on how projections (for the future) 

are made, on the demographic and economic assumptions used in the financial previsions, 

as well as for instance the impact of legal decisions, inflation and discount rates.  

Comment only, no action necessary. 

025.1 

We generally agree with the guidelines set out in paragraphs 38 through 51, but have the 

following comments: 

Paragraphs 40 to 42 – We suggest changing the language to ensure that cash flows that 

are individually modelled should be based upon current policy as well as approved policy 

arising in the period after the reporting date that have a significant impact on the entity’s 

outflows.  Guidance also could be provided to determine when a policy is considered 

approved similar to that provided in IAS 12.48 with respect to the term “substantively 

enacted”. 

See Agenda Paper 5.1 for analysis (SMC 2: Future 

Policy). 

025.2 

Paragraph 48 – We believe that a key methodological principle should be to take into 

account inflation or deflation when making projections.  Most economies are subject to 

inflation.  For those that are not, disclosure should be made.  Assumptions used in 

The proposed RPG is voluntary guidance and 

therefore it is not appropriate to “require” an entity to 

take into account inflation or deflation when making 
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determining inflation and the inflation rates used in the reporting period should be 

disclosed. 

projections.  The disclosures suggested by the 

respondent are already included in paragraph 48 (note 

that it is suggested that these disclosures are moved 

to paragraph 48A). 

No change is proposed. 

025.3 

Paragraph 49 – We do not believe that the example for sensitivity analysis should be 

limited to inflation.  Sensitivity analysis should be provided for any significant assumption 

(e.g. interest rates, foreign exchange rates) that has a reasonably possible chance of 

varying from the estimate that could impact the projections.  The last sentence should be 

deleted or it should clearly state that this is only an example of an issue that will need 

sensitivity analysis.  It might be helpful if paragraph 49 included more examples of 

assumptions on which a sensitivity analysis would be required. 

Paragraph 49 suggests that sensitivity analysis may 

be appropriate for demographic and economic 

assumptions.  It refers to inflation only to say that if 

inflation has been taken into account in making 

projections, then the sensitivity analysis should include 

the effects of variations in inflation assumptions—it is 

not an example.  

No change is proposed. 

027.1 

We are in general accord with the guidelines around reporting on principles and 

methodologies (we think we do these!). Sensitivity analysis is essential to show the effects 

of bracketed choices around the “best pick” assumptions. Another way of dealing with 

uncertainty around a median projection is using stochastic projections.   

Comment only, no action necessary.  

027.2 

Paragraph 50 on the reliability of projections is an issue we are facing as our (unofficial) 

unconstrained projections have varied greatly with the state of the economy and the fiscal 

policy responses to the global financial crisis and the domestic recession.  This makes the 

projections vulnerable to criticism about their worth and is making us look at ways of doing 

the projections that are more neutral to the short-term business cycle and the current 

government’s (hopeful) fiscal consolidation plans.    

Comment only, no action necessary. 

027.3 

We agree with the guidelines about external scrutiny of our projections (paragraph 50) 

[actually paragraph 51]. Part of this process is to have our work (and assumptions) 

challenged by an external advisory group of former politicians, academics, and media 

Comment only, no action necessary. 
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commentators. Many of them are also producing independent research on some of the 

issues. Our next report will draw on their commentary and research.  

028 

We have no problem with the proposed disclosure of principles and methodologies, 

including risks and uncertainties. The proposed requirements seem to be adequate to 

provide guidance on how to supplement the statements of financial performance and 

financial position and meet the objectives of financial reporting, accountability and 

decision-making. 

Comment only, no action necessary. 

029 

Overall we agree with the guidelines; however, the IPSASB should consider providing an 

overarching differentiation between national and sub-national level public sector entities, 

due to the fundamental differences in the entities debt holding, borrowing, and revenue 

raising capabilities.  These differences could have an effect on long-term fiscal 

sustainability, and by providing a differentiation through additional language within the 

guideline or within a separate document could improve the applicability of the guide and 

simplify the process of long-term fiscal sustainability reporting for those entities.  In 

addition, consider providing example illustrations and narrative, possibly of current affairs, 

for demonstrative purposes. 

This respondent expresses similar concerns to 

respondent 1 in suggesting that there should be an 

overarching differentiation between national and sub-

national entities. 

See Agenda Paper 5.1 for analysis (Other Issues: 

To which Entity should the Proposed RPG 

Apply?). 

031.1 

We consider the guidelines suitable.  However, we believe the guidelines would be 

improved by the inclusion of material on long-term fiscal indicators and their relationship to 

the qualitative characteristics of financial reporting.   

See Agenda Paper 5.1 for analysis (SMC 2: 

Qualitative Characteristics and Materiality). 

031.2 

We also support the RPG being expanded to include requirements for comparative 

information and the reasons for ceasing to report indicators, if this occurs. 

The suggestion to include comparative information for 

the indicators of LTFS and disclosure of the reasons 

for ceasing to report an indicator or indicators could be 

included in the sub-section on “Presenting Projections 

of Prospective Inflows and Outflows”, perhaps by 

inserting a new paragraph immediately below 

paragraph 20 (note that it is suggested that this 

paragraph is moved to paragraph 22), which lists 
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possible indicators. 

Consider inserting a new paragraph immediately 

below paragraph 20, as follows: 

“An entity should disclose: 

(a) Significant changes in the indicators compared 

with those of the previous reporting period; and 

(b) Changes in the indicators used to present LTFS 

information from the previous reporting period, 

and the reasons for such changes.”    

032.1 

As the establishment of information on sustainability is based on projections of prospective 

expenditures and revenues contingent on the choice of demographic and macro-economic 

scenarios. Each scenario is qualified by a choice of assumptions. By example, life 

expectancy is an assumption that has to be considered to measure the development of 

public age-related expenditures. 

Thus, the DGFiP believes that principles and methodologies should be consistent with 

those defined at national level verily European level. In particular, assumptions that 

underpin projections of prospective expenditures and revenues must be consistent with 

those used to measure sustainability of consolidated public finances at national level. 

Paragraph 16 suggests that a controlled entity 

reporting LTFS information should ensure the 

information is consistent with information reported by 

the controlling entity and that users should be made 

aware of the LTFS information reported by the 

controlling entity. 

No change is proposed. 

032.2 

In addition, DGFiP shares the opinion that these projections must be established with the 

assumption that economic and social policies are held constant through the entire 

projection period in order to ensure the usefulness and objectivity of the provided 

information. 

See comments for respondent 16.1. 

033.1 

While we believe that the inclusion of long-term sustainability information within GPFR 

does have the possibility of supplementing and enhancing the information already 

presented in the General Purpose Financial Statements (GPFS). This is only the case if: 

 the principles and methodologies on which the projections are based are robust; 

Comment only, no action necessary. 
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 the projections are updated normally on an annual basis and the information 

presented on long-term sustainability is explained with reference to the accounting 

figures in the financial statements; and 

 the information presented is subject to a sufficient degree of assurance so that users 

can be sure of its objectivity.  

The information presented will necessarily be based on economic analysis and we would 

expect that entities would look to guidance provided by organisations such as the OECD to 

ensure that they are following best practice.  

We are generally content with the approach noted in the ED, but believe there are two 

areas where the guidelines could be more prescriptive.  

033.2 

The first relates to the updating of projections and ensuring that the information presented 

is explained with reference to the accounting figures in the financial statements. The ED 

notes that “regular updates are desirable”, whereas there is a case for saying that annual 

updates are essential. The GPFR and the GPFS cover an annual period, showing the 

financial results of the entity for that year and the financial position of the entity at year end. 

Long-term sustainability information, the GPFS and other information in the GPFR should 

be explained with reference to each other. For the long-term sustainability information to be 

of use to users for accountability and decision making purposes, it would make sense then 

for it, like all other information in the GPFR, to normally be updated on an annual basis.  

The sovereign debt crisis has highlighted how rapidly perceptions of sustainability can 

alter. The inclusion of outdated information would devalue the GPFR to such an extent that 

the ability of users to utilise them for accountability and decision making purposes would 

be substantially diminished. Given this, we believe that the burden on individual entities of 

updating information would be excessive and so believe this would further support a 

limitation of such reporting to the “national” level, or at least at a level where the 

transactions are likely to be significant and influenced.  

Paragraph 23 explains the linkage between the 

financial statements and the LTFS Report. 

The respondent’s support for restricting the proposed 

RPG to the national level is noted.  The IPSASB 

agreed that the proposed RPG should not be limited to 

national entities and an entity determines whether or 

not it prepares a LTFS Report by assessing whether or 

not it has identified users for this type of information.  

The reasoning is set out in paragraphs BC10 and 

BC11. 

No change is proposed. 

033.3 The second area where we feel more prescriptive guidance may be necessary is with See Agenda Paper 5.1 (Other Issues: Audit and 
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relation to the objectivity of figures presented and of the need for some measure of formal 

assurance being provided over them so that users can be sure that they are a faithful 

representation. 

There are a number of possible ways to ensure objectivity and to gain some measure of 

assurance over the long-term sustainability figures and narrative included in the GPFR. At 

the most basic level this may be through the existence of an independent body, such as 

the United Kingdom’s OBR, that produces its own long-term sustainability report. Provided 

this has a similar reporting boundary and is based on suitably close principles and 

methodologies then users will be able to compare the GPFR to the independent report to 

ensure objectivity has been achieved. Alternatively, the sustainability report included within 

the GPFR could actually be produced by the independent body. While this would ensure 

objectivity it could, however, raise accountability issues as the responsible individual for the 

GPFR may not have been able to assure themselves that the figures have been produced 

using robust principles and methodologies. Finally, the reporting entity could put in a place 

a more formal assurance framework, with either its external auditor or another suitably 

qualified individual undertaking a set of agreed upon procedures or an engagement in 

accordance with the requirements of ISAE 3000 Assurance Engagements Other Than 

Audits or Reviews of Historical Financial Information.  

Assurance) for analysis. 

035.1 

The AASB generally agrees with the guidelines proposed in the ED concerning the 

principles and methodologies underlying the preparation of projections, and provides some 

specific comments in the following paragraphs.  The AASB also notes that paragraphs 38–

51 concern more than disclosure of the basis of preparation of projections, and thus the 

heading before paragraph 38 is too limiting. 

Agree.  Perhaps the heading could be amended to 

“Disclosure of Principles and Methodologies”. 

Consider amending heading to “Disclosure of 

Principles and Methodologies”. 

035.2 

In relation to paragraph 39, the AASB is concerned with the implication that annual 

updating of projections is the preferred frequency.  The ED does not specify a 

recommended frequency of LTFS reporting, which is supported by the AASB.  However, it 

may be appropriate to state the principle that LTFS reporting should be at least as frequent 

This respondent holds the opposite view to respondent 

33.2 who suggests that the LTFS Report is updated 

annually.  The wording in paragraph 39 relating to 

frequency of LTFS reporting is appropriate and does 
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as necessary to ensure that the most recently published LTFS information for an entity 

does not become misleading.   

not need further explanation.  

No change is proposed.  

035.3 

The patronising reference in paragraph 39 to sub-national entities that might be reporting 

on projections for the first time certainly should be deleted. 

Agree. 

Consider amending the second sentence of 

paragraph 39. 

035.4 

A number of specific disclosures are identified in paragraphs 38-51, but the level of detail 

varies considerably.  For example, paragraph 48 specifies disclosure of the “approach” to 

inflation, but then goes on to identify four disclosures in relation to discount rates, including 

the reason for changes.   

See Agenda Paper 5.1 (SMC 3: Disclosures) for 

analysis. 

035.5 

The AASB recommends that the IPSASB consider including a general principle for 

disclosure of the basis of the preparation and presentation of projections and other LTFS 

information and changes therein.   

Paragraph 38 explains that the basis of preparation 

should be disclosed. 

No change is proposed. 

035.6 

This would cover, for example, changes in the time horizon used for the projections – the 

Consultation Paper preceding the ED had referred to disclosing the reason for modifying 

the time horizon, but this does not appear in the ED. 

Agree.  The suggested disclosure of changes in the 

time horizon could be included in a new 

paragraph 26A. 

Consider including a suggested disclosure where 

there has been a change in time horizon into new 

paragraph 26A. 

“Where an entity changes the time horizon from that 

used in the previous reporting period, it should 

disclose the reason for such a change.” 

See comments for respondent 25.3 in Other 

Comments for the proposed first sentence for 

paragraph 26A. 

036.1 The GASB staff agrees with the guidelines in the ED on demographic and economic Comment only, no action necessary. 



 Long-Term Fiscal Sustainability Respondents’ Comments 

 IPSASB Meeting (September 2012) 

 Agenda Item 5.2 

 Page 63 of 114 

Response 

# 
Respondent Comments Staff Comments 

SMC 3: Disclosure of Principles and Methodologies 

assumptions, approach to age related and non-age-related programs, impact of legal 

requirements and policy frameworks, inflation and discount rates, and reliability of 

projections. However, the GASB staff would recommend modification to the other 

guidelines noted below. 

036.2 

Updating Projections and Frequency of Reporting—The GASB staff believes that there 

should be some minimum recommended frequency for updating the projections 

recommended in the proposal. The GASB staff believes that it is important for the 

projections to be updated each time a report on long-term sustainability is issued in order 

to meet the objectives of accountability and decision-making. Providing users with 

outdated projections would have negative implications on the relevance and reliability of 

that information and therefore the potential value to users. 

Staff considers that suggesting a minimum 

recommended frequency for updating the projections 

is unnecessary because the frequency will depend 

upon the nature of the entity and the jurisdiction.  

Paragraph 39 gives an example of where it would be 

necessary to update the assumption.  

Respondent 14.1 suggests that the proposed RPG 

should include disclosure of the entity’s policy on the 

updating of assumptions which may partially address 

this respondent’s concerns. 

No change is proposed. 

036.3 

Further, the GASB staff also believes that a minimum projection period should be 

recommended to provide greater comparability and ensure that these projections are not 

prepared for just one projection period, which would again negate the potential value to 

users. The GASB staff would suggest five years as a minimum projection period. The 

GASB staff believes that financial projections spanning a five-year period are sufficient to 

provide users with decision-useful information, while minimizing the potential variance 

between projected and actual results. 

Staff considers that suggesting a minimum projection 

period would be misleading because the appropriate 

period will depend upon the nature of the entity and 

the jurisdiction, e.g., whole of government and sub-

national entities are likely to have different projection 

periods.  

No change is proposed.  

036.4 

Current and Future Policy and Approach to Revenue Flows—The approach to revenue 

flows section specifically recommends that, "Taxation flows may be projected to grow in 

line with nominal gross domestic product or an inflation index or may be individually 

modeled using a more sophisticated approach." Although paragraph 43 allows for other 

options when projecting cash inflows, the final document should clearly state that current or 

Paragraph 40 recommends that current policy is used 

for programs that are individually modelled.  However, 

the respondent’s concern relating to whether or not 

revenue flows are based on current policy in 

paragraph 43 could be addressed by adding “based on 



 Long-Term Fiscal Sustainability Respondents’ Comments 

 IPSASB Meeting (September 2012) 

 Agenda Item 5.2 

 Page 64 of 114 

Response 

# 
Respondent Comments Staff Comments 

SMC 3: Disclosure of Principles and Methodologies 

future policy is not the recommended basis for projecting cash inflows, if this is the case. 

That being said, the GASB staff does not agree with projecting cash inflows or outflow on a 

basis other than current policy. The GASB staff believes that using a basis other than 

current policy would allow for too much flexibility and ability to manipulate the projections. 

Further, the GASB staff believes that the most relevant projections are those that are 

based upon known information that would influence future financial results. In order for 

information that informs the projections to be "known," it needs to be based on current 

policy. 

current policy” to the end of the second sentence. 

Consider amending the second sentence in 

paragraph 43 to add “based on current policy” to 

the end of this sentence. 

036.5 

Finally, the proposal makes no mention of the value of considering historical trend 

information or known future events and conditions to inform the projections of cash inflows 

and outflows. The GASB staff believes that historical trend information provides known, 

actual results as the starting point for the projections. Projecting information informed by 

historical information is similar to traditional modeling methods that utilize historical rates of 

change and extend these rates to the projection periods. This method is used currently by 

public sector entities in budgeting and planning and therefore may be readily understood 

by entities making financial projections and users assessing fiscal sustainability based on 

these projections. 

See Agenda Paper 5.1 for analysis (SMC 2: 

Broader Notion of Current Policy). 

036.6 

Sensitivity Analysis—The GASB staff agrees with the principle of providing a narrative 

discussion of the major changes in assumptions that may have significant impacts on the 

financial projections. However, the final sentence of paragraph 49 states, "If inflation has 

been taken into account in making projections, sensitivity analysis should include the 

effects of variations in inflation assumptions." The GASB staff believes that this appears to 

imply that a sensitivity analysis has to be done and that this level of detail would negatively 

impact the understandability and relevance of the information provided. The proposal has 

not taken this tone with the other recommendations made throughout the document. 

Staff understands this respondent’s concern relating to 

whether or not sensitivity analysis should be 

undertaken and suggests that “where variations are 

significant” be added to the end of this sentence.  In 

addition, Staff has proposed a new paragraph 49A 

recommending disclosure of the results of any “key” 

sensitivity analysis. 

Consider amending the last sentence in 

paragraph 49 to add “where variations are 

significant” to the end of this sentence. 
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037 
Yes. The proposed disclosure of principles, assumptions and methodologies, including 

risks and uncertainties set out in the ED are appropriate. 

Comment only, no action necessary. 

038 We agree with the guidelines in the ED on disclosure principles and methodologies. Comment only, no action necessary. 
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Proposed change Comment 

39. The date at which a full set of projections was made and the basis and timing of subsequent 

updating should be disclosed.  

39A. While regular updates are desirable, this RPG acknowledges that annual updating may not be 

realistic for all entities, particularly those at sub-national levels, which may be making and reporting 

on projections for the first time. However, there is an inverse relationship between the robustness of 

assumptions on which projections are made and the elapse of time since they were made. During 

periods of global financial volatility the risk that projections made some time before the reporting 

date are outdated increases, with a consequent reduction of the ability of such information to meet 

the objectives of accountability and decision-making.  

We recommend separating the recommended best 

practice from the accompanying explanation. 

39.A An entity should disclose: 

(a) the assumptions regarding the continuation of current policy through the projection period 

(b) relevant legal limitations on future flows and how these have been addressed in making the 

projections; and 

(c) relevant sunset provisions and how these have been addressed in making the projections. 

40.  This RPG adopts the view that, Where flows for particular programs and activities are individually 

modeled, information is most useful if it is assumed that current policy is held constant through the 

entire projection period. There can be tensions if (a) there is a conflict in legal obligations or (b) if 

current programs have “sunset provisions.” For example a social security program may be governed 

by legal provisions that it is unlawful to make payments once an earmarked fund is exhausted, 

although entitlements of beneficiaries will continue after the exhaustion of that fund. Assuming that 

the fund will not meet obligations once it is exhausted might reflect a strict legal position, but an 

entity may need to assess whether the presentation of projections on such a basis underestimates 

the extent of the fiscal challenge facing the social security program.  

41. Some programs have sunset provisions whereby they terminate after a specific period. In many 

cases there may be a strong probability that such programs will be replaced by similar programs, so 

adopting a strict legal termination principle may lead to an underestimate of outflows, which impairs 

the usefulness of information. The approach to any legal conflicts and sunset provisions should 

We propose that the RPG highlight the recommended 

disclosures. We then suggest that you acknowledge 

the difficulties that might arise and note that the 

disclosures may not be required for flows that are not 

individually projected. 
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therefore be disclosed.  

42. For flows that are not individually projected, the distinction between current and future policy is 

unlikely to be critical to the projections and it may be sufficient to disclose general assumptions.  

42A An entity should disclose: 

(a) The main sources of taxation and other revenue flows; 

(b) the approach taken in projecting taxation and other revenue flows. 

43. The main sources of taxation and other revenue flows, such as inter-governmental transfers, should 

be identified, together with their significance to an entity’s revenue sources. Taxation flows may be 

projected to grow in line with nominal gross domestic product or an inflation index or may be 

individually modeled using a more sophisticated approach. Users need to be informed of the 

approach and of any relevant considerations relating to tax banding, allowances and thresholds.  

We propose that the RPG highlight the recommended 

disclosures. 

48. Entities should disclose:  

 (a) the approach to inflation;  

 (b) the discount rates applied;  

 (c) the reasons for their selecting these rates;  

 (d) any changes in these rates since the last reporting date; and  

 (e) the reason for such changes.  

48A. There are two approaches to inflation: (i) it may have indicate how they deal with inflation, in 

particular whether inflation has been taken into account in making projections or (ii) whether 

projections may have been are made at current prices (prices prevailing at the reporting date). If the 

projections include inflation, then the discount rate should also include inflation. If the projections are 

at current prices, the discount rate should exclude inflation. Entities are advised to disclose: (a) the 

approach to inflation (b) the discount rates applied, (c) the reasons for their selecting these rates, (d) 

any changes in these rates since the last reporting date, and (e) the reason for such changes.  

We propose that the RPG highlight the recommended 

disclosures. 
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To which Entity does the Proposed RPG Apply? 

005 

It is perhaps unnecessary for entities (or groups of entities) below the level of the General 

Government Sector (GGS, as defined in IPSAS 22) to adopt such reporting since the key 

“dimension” of their sustainability is likely to be their vulnerability to raise or receive income 

from choices Government makes to provide or not provide ongoing financial support. 

However we do not suggest that these entities be deterred from providing long-term 

sustainability information. Indeed it may be easier for them to provide such information, 

although its use may be limited.  

Reporting boundary of the entity or group of entities being reported upon 

ED 46.15 refers to the characteristics of the entity being reported upon. However these 

characteristics could be attributed to a group of entities that is not necessarily the same as 

in ED 46.12 which refers to the GGS. In addition the accounting under IPSAS 22 for 

investment in the Public Financial Corporations Sector and the Public Non-Financial 

Corporations Sector is different from IPSAS 6 which could lead to a another set of numbers 

in the consolidated reporting and result in less clarity of the sustainability of financial 

performance rather than more. We suggest in support of comparability at the highest 

consolidated level of reporting that the guideline refers to level of GGS. 

See Agenda Paper 5.1 (Other Issues: To which 

Entity does the Proposed RPG Apply?) for 

analysis. 

012 

We do however have concerns in a number of areas.  The preparation and public reporting 

of projections appears most relevant at the national level.  The publication of this 

information in financial statements needs to be user driven, however there is not sufficient 

evidence that users exist at the sub-national level out with major central government areas. 

The criteria for determining whether users exist is too wide ranging and an alternative 

principles based approach is suggested in our response to “specific matter for comment 2” 

[see below].  Further differentiation between national and sub-national levels is needed to 

avoid over burdening smaller organisations.   

For sub-national levels a forward looking review of fiscal sustainability is useful however it 

is potentially a complex and significant additional workload, particularly at the entity level 
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as they may not be accustomed to gathering the data for reporting and testing projections.  

The balance of information required and resource implications for implementation are 

important considerations, especially in the current economic climate.  We believe that a 

one-size fits all Recommended Practice Guide (RPG) approach for such a wide variety of 

national and sub-national organisations is likely to have implementation difficulties and 

believe that an alternative simpler approach for smaller entities to retain the forward 

looking principle but reduce the complexity would be more effective and less costly to 

implement.   

From SMC 2 

The level of need, detail and complexity will vary significantly between national and sub-

national level entities.  A one-size fits all RPG approach for such a large spread of 

organisations is likely to have implementation difficulties and be of questionable cost 

benefit.  A two or three-tier approach to reflect different sizes and types of public sector 

organisations would be more appropriate.  Although the proposals may be more 

appropriate at the national level, our preferred approach for public reporting at the entity 

level is to align with current narrative reporting developments for a strategic and targeted 

management narrative report which includes a forward looking evaluation and risk 

assessment rather than a financial model.   

Further guidance on streamlining and tailoring to organisation types would help to align this 

Recommended Practice Guide (RPG) with current good practice developments to make 

financial statements and narrative reporting shorter and more focused on the important 

issues.  This should remain at a strategic high level; a type of exception reporting which 

assumes the status quo for ‘x’ years except for probable changes with a significant impact 

in certain areas such as policy changes and/or the probability of movement in key 

assumptions. The RPG can outline suggested focus areas. 

019 

However the Council believes that the concept of sustainability is only significant when 

applied to the public sector as a whole, or at least to a level of aggregation which includes 

the decision-makers for expense and revenue; this is moreover the approach adopted by 

the Member States of the European Union and the European Commission in its triennial 
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report on age-related expenditure and associated sustainability and in which the 

sustainability data are drawn up in total for all government bodies. Thus, the publication of 

information relating to the sustainability of public finances only appears relevant at a 

certain level of aggregation and consolidation and for certain entities with a genuine power 

to adapt their revenue and expenditure, which are in practice limited in number. 

However, the Council believes that at the level of individual public entities (and in particular 

of those numerous entities financed chiefly by transfers of resources from other public 

entities), prospective information based on the accounts, other than sustainability data in 

the strict sense of the term, could help clarify the financial statements. This is in particular 

true of entities delivering services (irrespective of whether they have any power of decision 

over the latter) financed chiefly either by transfers of resources from other public entities or 

by tax revenue allocated to them (without having the power to raise taxation themselves). 

For these entities, projections of future expense, the identification of future sources of 

finance and the evaluation of their vulnerability in respect of their dependence on transfers 

of resources from other public entities would provide useful information to users of the 

financial statements. This prospective information at individual entity level would provide a 

relevant supplement to the aggregated sustainability data. 

Appendix 2 Detailed Comments 

Reporting Boundary (paras.10-13) 

The Exposure Draft stipulates that the scope of the financial statements and of the report 

on the long-term sustainability of a public sector entity’s finances should be identical but 

includes important exceptions to this principle, such as the use of information based on 

National Accounts or the boundary of the “budget sector”. However, in the Council’s 

opinion, the scope of the sustainability data should be similar to that of the financial 

statements and the reported prospective information should be based on the accounts; 

otherwise, the information reported would be outside of the scope of the IPSAS Board and 

of this recommendation. 

030 
2/ For the majority of public entities reporting on sustainability only seems to be relevant at 

a given level of aggregation and consolidation owing to their significant interdependence. 
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An analysis of sustainability may be relevant for those entities with revenue-raising 

powers and control over their expenditure. However, there are significant financial flows 

between most public sector entities meaning that a consolidated view is required. In light 

of the foregoing, reporting on the sustainability of public finances only seems to be 

relevant at a given level of aggregation and consolidation. This is in line with European 

rules which require consolidation at whole-of-government level. 

 The general principle approach (a report on sustainability for each public sector entity), 

with exceptions, which is used in the document subject to the request for comments, 

could be changed or even reversed. Whilst it may be interesting to have sustainability-

related information for certain selected entities, the priority must be to study the 

sustainability of an interdependent group of public entities. In addition, there does not 

appear to be any need to request a formal report from entities. The Budget Directorate's 

view is that forecasts (of population, unemployment and growth rates, etc.) may suffice 

to supplement information in financial statements without a specific report being 

required. 

032 

Besides, in our view information on sustainability of a public sector entity’s finances is to be 

relevant if it is established at the consolidated national level including all the public sector 

entities in order to take into account complex and particular interactions, from economic or 

financial natures, existing between public sector entities.  

This is the approach retained by member states of European Union and European 

Commission in the case of the preparation of the three-year-report on age-related 

expenditure and sustainability of public finances. 

In addition, in our opinion, the information on sustainability is relevant if it ensures the 

ability to make comparisons between sector public entities at the national level but also at 

the European level for similar public sector entities. The establishment of the information 

on sustainability and its measure should be based on consistent rules and methods and 

adapted to the economic, financial an social environment of their activities. In particular this 

is the case for demographic and macro-economic assumptions used to execute 

expenditure projections that have to be consistent with those retained to measure of 
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sustainability at national level. 

035 

General relevance of long-term fiscal sustainability reporting 

Conceptually, the AASB sees no reason why financial sustainability is not a legitimate 

subject of every entity’s financial reporting, whether in the public sector or the private 

sector, and whether for profit or not for profit.  Conversely, it would be misleading for 

financial statements to be produced that ignore the anticipated consequences of existing or 

changed policies, changes in markets or changes in other environmental circumstances.  

Users’ attention ought to be drawn to these to correct impressions about sustainability that 

might flow from just presenting basic financial statements. 

We would urge that the IPSASB not treat the topic as if it were unique to reporting by 

governments or even the public sector.  The prime examples seen to date of such 

reporting are focused on the fiscal sustainability of governments’ current policies, but that 

should not be the limit of fiscal sustainability reporting.  We also see no reason why a 

component or segment of an entity could not be the subject of such reporting. 

Reporting boundary 

The AASB considers that information about LTFS presented within a GPFR should not 

encompass information about entities outside the boundary of the reporting entity 

(paragraph 11 would appear to permit this).  In that sense, the AASB agrees that the 

concept of a reporting entity should be reflected in IPSASB guidance on reporting 

information about LTFS.  However, the AASB would not support limiting information about 

LTFS in GPFRs to being reported only in respect of an entire reporting entity.  For 

example, the IPSASB should not preclude reporting of such information in respect of 

particular segments of an entity.  This is an extension of the approach in paragraph 12, 

which refers to reporting LTFS information for the General Government Sector, which is a 

sector of the whole-of-government reporting entity. 

The emphasis in paragraph 11 should be reversed – in the event that entities within the 

reporting boundary for LTFS differ from those for the general purpose financial statements, 

the LTFS report should disclose the differences and the impacts.  This makes the financial 

statements the primary GPFR rather than the LTFS report. 
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002 
 The status of the Guideline on long-term reporting should be clear from the paper: 

RPG is definitely not part of the GPFSs, but is included in the GPFRs. 

See Agenda Paper 5.1 (Other Issues: Position of 

LTFS Report Relative to GPFSs) for analysis. 

004 

5. Reporting boundary 

5.1  The discussion in paragraph 10 reflects the principle that the entities and activities 

reflected in long-term fiscal sustainability projections should be the same as for the 

financial statements as this will increase the understandability and usefulness of the 

projections. The discussion in paragraph 11 goes on to describe that if the 

projections are not done on the same basis as the financial statements, this fact 

should be disclosed along with the possible impact.  

5.2  The Proposed Guideline is not prescriptive about the format of long term fiscal 

sustainability reporting, e.g. should the report accompany a set of GPFSs (within a 

broader GPFR) or can the report be issued on its own. The Proposed Guideline 

also does not indicate, for example, that the long term fiscal sustainability report 

should clearly indicate to which set of GPFSs the projections relate.  

5.3  Based on the statement in the last sentence of paragraph 10 that, the 

understandability and usefulness of the projections is enhanced when they are 

consistent with the financial statements, seems to imply that this information is more 

useful if it accompanies the financial statements.  We suggest that the Proposed 

Guideline should stipulate that the long term sustainability report should be made 

available at the same time as or, should accompany the financial statements.  

5.4  In the South African context, as will be the case in other jurisdictions, a set of 

general purpose financial statements is not prepared at a whole of government level 

because the requirements for consolidation are not met. While it is appropriate to 

prepare information on the long-term fiscal sustainability for a whole of government 

level (using a macro-economic perspective), it is unclear whether:  

(a) Such a report is consistent with the objective of general purpose financial 

reporting in the context of enhancing the information in the financial 
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statements and providing users of a specific set of GPFSs with additional 

information about an entity’s resources and obligations.  

(b) The disclosures envisaged in paragraph 11 would be meaningful in such a 

context as there are no GPFSs available.  

5.5  Based on this observation, we propose that the IPSASB considers whether it is 

necessary to be more prescriptive about how the report on long-term fiscal 

sustainability should be issued and its linkages with the GPFSs. We are also of the 

view that a discussion on whole-of-government reporting (and other types of 

reporting) where there is no linkage to a specific set of GPFSs could usefully be 

included in the text of the Proposed Guideline or the Basis for Conclusions.  

006 

Sustainability information within GPFSs 

ACAG recommends that the IPSASB guidance should also require that where information 

on long-term sustainability is included within the GPFSs, it is clearly demarcated from 

audited financial information. In addition preparers should clearly indicate that the 

projections are outside the scope of the audited financial statements and state that such 

information has not been audited. 

 

007 

HoTARAC also opposes the inclusion of long-term fiscal sustainability as a part of General 

Purpose Financial Statements (GPFSs). GPFSs serve the purpose of the articulation of the 

stewardship role served by management whereas long-term fiscal sustainability reports, 

whilst relevant for assessments of long-term stewardship, are also focused on providing 

information for management to assist in the development and analysis of policy. Combining 

these two reports would not only make the GPFSs more cumbersome but would distort the 

purpose of the long-term fiscal sustainability reporting making them susceptible to 

misinterpretation. 

 

010 

We had previously expressed concern at the way the consultation paper had referred to 

the potential of general purpose financial reports GPFRs to “enhance” the information 

provided in the traditional general purpose financial statements GPFSs. We therefore 

welcome the discussion in BC5, which indicates that information on prospective inflows 
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and outflows may be needed by users to “supplement” information on the entity’s financial 

position in the financial statements. Indeed, by its very nature prospective or indicative 

information, which is based on assumptions and predictions as to future events or 

conditions, cannot fulfill the role of historical information. We therefore consider it extremely 

important for the IPSASB to forge a clear distinction between those of its pronouncements 

relating to the GPFSs and those relating to different types of GPFRs. This could be 

achieved, for example, by using different terminology or names for different suites of 

standards. Accordingly, in our view, were this RPG to become a more authoritative 

Standard at some point in the future, it should not form part of the suite of IPSASs 

applicable solely to GPFSs, but form part of a separate suite of GPFRs.       

011 

Our key remarks are that 

a) the Recommended Practice Guideline (RPG) defined in ED 46 should take into 

account the need for a clear delineation of the scope of general purpose financial 

reports (GPFRs) as currently espoused in the developing IPSASB Conceptual 

Framework; 

 

012 

The location for this information is not specified.  Whether it is within the financial 

statements, annual report or a separate Long Term Fiscal Sustainability (LTFS) report 

would impact on the appropriate level of detail and likely user.  It would be helpful if the 

expected location could be clarified. 

 

015 
However, we believe that such information should be clearly identified as supplemental to 

the audited annual financial statements and presented at a different level of reliability.   
 

019 

It would, however, be appropriate to clarify the status and characteristics of a report drawn 

up in application of a recommendation rather than a standard. In particular, it would be 

useful to clarify whether the report on the long-term sustainability of a public sector entity’s 

finances falls within the scope of General Purpose Financial Reporting, which, in the light 
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of the future developments under consideration for a Conceptual Framework for IPSAS, 

would imply that the latter should have certain qualitative characteristics
1
. However, the 

Council stresses that, in its opinion, the qualitative characteristics of accounting information 

do not apply to General Purpose Financial Reporting. In this particular case, as 

sustainability data is based on macro-economic and statistical assumptions, amongst 

others, which are derived in some cases from work on the National Accounts (i.e. produced 

using the specific rules and principles relevant to the latter), the qualitative characteristics 

of accounting information are not applicable. 

020 

3 – Consistency with financial statements must be sought 

Lastly, sustainability reports must be tied in with accounting reports. 

As the Cour des Comptes mentioned in its reply to the previous consultation, sustainability 

reports can be divided into several broad categories: 

- reports included in the actual financial statements (GPFS) in the entity’s balance sheet 

liabilities and off-balance sheet commitments mentioned in the notes; 

- short- or medium-term reports that could be provided in the notes to financial 

statements, in relatively precise thematic notes on some or all major public policies, 

making use of non-accounting information and assumptions but drawing chiefly on 

accounting sources; this type of report could apply particularly to certain transfer 

mechanisms or categories of mechanisms; it could thus be seen as an inventory of 

significant items of sustainability rather than a measurement of overall sustainability; 

- long-term reports showing “discounted financing needs” or “increased resource 

needs”, expressed in relation to national wealth or income and corresponding to 

expenditure funded by appropriated resources (this can be the case for certain types 

of transfers or retirement or social schemes); this type of report can also be 

considered as an inventory of sustainability items, some of which can be provided in 

the notes to financial statements (this is the case in France for the 100-year 

 

                                                      

1
 A reference is made to “faithful representation” in para.27 of the Exposure Draft. 
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discounted financing need for Civil Servants’ pensions provided in the notes to the 

Central Government Financial Statements); 

- another type of long-term report, this time macroeconomic and general, calling for 

“heavier” non-accounting items and assumptions, such as that included in the case of 

EU Member States in the above-mentioned reports of the European Commission on 

the Sustainability of Public Finances. 

The Guideline should mention these required categories of report and recommend that for 

each one the relative level and degree of consistency with financial statements be 

indicated. 

032 

The DGFiP shares the IPSASB’s opinion that financial statements are not sufficient alone 

to assess long term fiscal sustainability of a public sector entity. In our view, only reporting 

of prospective financial information can complement usefully financial statements and 

provide the lighting required on the long term situation of a public sector entity’s finances. 

As the assessment of long term sustainability is outside of the accounting field, the general 

principles of accounting are not applicable. Indeed, it involves projections of prospective 

expenditures and revenues. As mentioned in the ED, prospective receipts do not meet the 

definition of assets. Thus, the standard setter cannot provide regulation on information 

about sustainability and this information cannot be included in a comprehensive financial 

report of the public entity which includes the financial statements (including notes to the 

financial statements). Accordingly, information on sustainability should be not included in 

the financial statements but published separately, possibly at the budget policy debate 

time. 

Regarding France, information on sustainability of public finances at “consolidated” level is 

required by the French constitutional bylaw on budget acts passed on August 1st, 2001 

(the LOLF) and prepared in accordance with the same standards of those required to 

establish National Accounts (for a boundary including all the general government entities). 

The LOLF requires that the budget bill (regarding forecasts and authorization budgetary 

receipts and expenditures of central government) is supplemented with an economic, 

social and financial report (RESF). The projections of this report are consistent with those 
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send each year to the European Commission as required by the stability program. 

Moreover, since 2009, France prepares a multiyear budgeting act that gives a three year 

vision of public finances. 

035 

The scope of general purpose financial reporting 

The AASB generally agrees with the proposals in the Exposure Draft.  Its main concern is 

that, whilst it considers that some information useful for assessing long-term fiscal 

sustainability (LTFS) belongs within the scope of general purpose financial reporting, it is 

likely that not all information useful for that purpose belongs within that scope.  The AASB 

considers that usefulness of information, per se, is not a sufficient discriminator to decide 

what is part of general purpose financial reporting.  If it were, annual reports, and more, 

would fall within the scope of GPFRs.  Accordingly, criteria are needed to determine what 

is part of financial reporting and what is not. 

This project illustrates that there is a gap in the conceptual framework.  Whilst the IPSASB 

is addressing the scope of financial reporting in Phase 1 of its conceptual framework 

project, it has tentatively decided that the scope of financial reporting should evolve in 

response to users’ information needs – this decision addresses the scope by reference to 

useful information but not financial reporting information. 

Strategically, the AASB supports the IPSASB’s fostering of fiscal sustainability reporting 

through guidance, but would like to see rigour, over time, in delineating the financial 

reporting aspects thereof and helping others to see what falls to them.  We do not 

envisage that accounting standards would be the source of guidance or requirements for 

everything that might be embraced by the topic.  This scope issue is also seen in relation 

to the IPSASB’s project on service performance reporting. 

The AASB recommends that, to resolve the scoping issue, it is crucial that the IPSASB 

adequately defines general purpose financial reporting in its Conceptual Framework 

project. 
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002 

 The question of whether such reports should be audited (audit or assessment of 

content) should be clear from the paper. Since long-term reporting is part of GPFRs and 

is not part of GPFSs it is not compulsory to have it audited. 

See Agenda Paper 5.1 (Other Issues: Audit and 

Assurance) for analysis. 

009 

The Province of Manitoba is pleased that the final RPG will not have the status of an 

IPSAS.  However we wish the suggestion that “the reasonableness of the projections 

would be enhanced by an external auditor” should be removed.  External auditors have 

the responsibility to ensure that the assumptions used by governments are reasonable and 

consistent.  However they have no authority to provide an opinion on such matters. 

 

010 

Assurance Issues 

We would like to suggest redrafting paragraph 51 for a number of reasons. Firstly, 

assurance by an external auditor can never “enhance the reasonableness and realism of 

projections” as the proposed wording implies. Assurance engagements serve to enhance 

the credibility of information, as the practitioner expresses an opinion from which readers 

then derive a degree of comfort. Secondly, not all information is suitable such that an 

assurance engagement would be meaningfully.  

As future projects undertaken by the IPSASB move away from reporting of historical 

information, the Board will need to bear in mind the impact of such issues on the QCs 

identified in its own Conceptual Framework, and also related assurance issues.   

… 

There are also significant audit implications underpinning this proposal, not least whether 

and what degree of assurance might be meaningfully obtained on information that is of a 

prospective or indicative nature. In addition, information of such long-term nature will not 

be useful unless it is sufficiently reliable, any sensitivity analysis not fairly presented, since 

there is potentially an incentive for entities to “defend” their own policies in presenting the 

best picture possible.     
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011 

Our key remarks are that ... 

(d) the responsibility of the auditor with respect to reporting on LTFS should be 

explicitly clarified. 

 

012 

The reasonableness of LTFS is an area subject to risk given its reliance on projections, 

assumptions and a longer term horizon.  Further details on audit and assurance 

arrangements to validate the robustness of the projections and assumptions are required.   

 

013 

The Exposure Draft suggests formal engagement with external auditors to produce more 

reliable information.  As noted above, aside from the auditing community’s possible 

involvement with the review of shorter-term fiscal plans, we question the feasibility of 

auditor involvement in such longer term projections.  As noted by Ontario’s Auditor 

General, the current auditing standards discourage auditors from reviewing and opining on 

long-term focused future-oriented information as the validity of the assumptions erodes 

significantly the further outward focused the forecast.  

 

024 

- The exposure draft pays much attention to "Long-Term Sustainability" and the 

reporting related thereto. Taking into consideration scientific studies, earlier 

experiences and media coverage (see Greece and its financial condition reporting 

prior to inclusion in the euro zone), "earnings management", "creative accounting" or 

"window dressing" may be observed in the financial reporting by governments, a 

fortiori when reporting deals with prospective financial information. 

Paragraph 22 recognizes some risk of bias (skewness) to present a misleading 

favorable picture, but merely deduces from this the desire to use consistent reporting 

and formats. 

However, in the Institute’s opinion there is an important need for high quality auditing 

and certification, the exposure draft pays little attention to. 
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001.1 

We have also thought about this ED in the context of three types of public bodies where 

there are current problems. 

a. Sub-national entities - In the United Kingdom, "Health Trusts" are autonomous public 

sector bodies responsible for managing individual hospitals or groups of hospitals.  A 

number of these Trusts have recently emerged as having expenditures exceeding 

revenues with inadequate reserves to meet the deficit. Within the view of this ED, they 

are not fiscally sustainable.  These entities would be addressed by the ED as they are 

unable to meet their long term service obligations.  On the other hand, it is likely that 

such Trusts will in some way be "rescued" by central government so that the health 

services will continue to be provided -- so is it appropriate to classify them as not 

fiscally sustainable? 

b. Sovereign governments - Within the Eurozone, there are several governments (e.g. 

Greece) unable to service their debt without the support of other government entities.  

Again these entities would not be fiscally sustainable under the ED definitions.  But 

unlike a commercial entity, a sovereign government does not disappear or is not taken 

over because it cannot pay its debts.  It simply defaults, as has happened many times, 

and then carries on functioning.  It would be appropriate for the entity’s finances to 

reflect the projected shortfall.  It would be preferable to request “real world” examples 

in the ED without presuming to draw conclusions. 

c. Other governmental entities – We believe governments, especially municipalities, 

have balanced efforts in sustainability including environment, social equity and the 

economy.  These should be considered in the context of this ED.  While the emphasis 

is not on meeting obligations, we should also look at benefits exceeding obligations. 

For many countries the issues of fiscal sustainability are even more complex.  It has been 

suggested that most European countries are in the long run unlikely to be able to repay or 

sustain their public sector debt because of social welfare obligations to an ageing 

The respondent’s concern is that the proposed RPG 

does not include guidance on when it should be 

applied.  The IPSASB concluded it would be 

premature to require entities to prepare a LTFS Report 

because this is an area where practice is developing 

and the IPSASB wishes to encourage different 

approaches.  See paragraphs BC5 and BC6 for the 

IPSASB’s reasoning.   

The respondent also considers that the proposed RPG 

should include examples of how real world situations 

(such as those set out in a, b, and c) should be 

addressed.  For example a, from the individual entity 

perspective, i.e., the trust, the entity would not be 

sustainable.  While it is accepted that central 

government may step in and continue service 

provisions through either the current or a new entity, 

information on the prospective condition of the trust 

would likely be useful for users such as service 

recipients.  For example b, the IPSASB document Key 

Characteristics of the Public Sector with Potential 

Implications for Financial Reporting acknowledges this 

very point.  The proposed RPG does not suggest that 

sovereign governments disappear.  This does not 

mean that their fiscal position cannot be unsustainable 

and this information is useful for users.  For example c, 

environmental sustainability is not directly covered in 

the proposed RPG and this is explained in 
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population.  Such countries may change their tax and/or benefit policies to avert the above 

problem.  In such cases, they would likely have to report that they are not fiscally 

sustainable because that is the situation under present polices and taxation.  This is a 

major issue because, if this ED is to have value, any country providing IPSAS-compliant 

financial statements should also report on long-term fiscal sustainability.  There is no 

guidance in the ED. 

Hence our concern is not so much with the detail of the ED as with broader issues 

concerning when it should be applied.  If the ED is to be of value, there should be 

examples of how each of the above real world situations should be addressed.  If this led 

to every public sector entity and national government providing an assessment of long-

term fiscal sustainability, this would certainly make financial statements more widely read 

and publicized. 

paragraph 4.  Consideration was given to including an 

“economic” dimension, but the IPSASB decided that 

economic performance is dependent on a variety of 

factors, many of which are not under the control of the 

entity.  Economic assumptions will be included in the 

determination of projections. 

Staff considers that the wide range of entities that may 

report LTFS information and the different approaches 

taken to preparing LTFS Reports means that any 

examples could not possibly cover all the possible 

scenarios.  Therefore it is not appropriate to include 

examples. 

No change is proposed. 

001.2 

In addition, please consider the following: 

a. In paragraph 5, it would be helpful to include a link to how sustainability is 

addressed in the private sector. 

The IPSASB’s remit is to develop standards and 

guidance for public sector entities except for GBEs.  

See paragraph 10 of the Preface to IPSASs (Revised 

March 2012).  Staff notes that the IPSASB has 

initiated a project on GBEs.  A reference to 

sustainability in the private sector is not relevant to 

users of LTFS Reports.  Staff also notes that 

Integrated Reporting may be of relevance (see 

comment for respondent 4.5). 

No change is proposed. 

001.3 

b. We suggest that the following be added to paragraph 13: “In addition, the budget 

is primarily concerned with fiscal discipline in the short or medium term, while 

fiscal sustainability is concerned with the long-term.” 

Paragraph 13 recommends disclosure of the 

difference in boundaries between the LTFS Report 

and the budget sector.  

No change is proposed. 
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001.4 

c. Gross Domestic Product should be included in paragraph 20.  The Debt/Equity 

ratio is commonly used in the private sector to measure sustainability and a 

similar measure should be included here.  These indicators, by themselves, are 

meaningless unless they relate to some other measure to reflect a meaningful 

ratio. 

GDP could be included as an indicator in 

paragraph 20. 

Consider including GDP in paragraph 20. 

001.5 

d. Examples, such as the following that are commonly used in the private sector, 

should be added to paragraph 23 for entities that have implemented accrual 

accounting: 

i. A Quick Asset Ratio (quick assets/current liabilities), 

ii. A Current Ratio (current assets/current liabilities plus commitments), and 

iii. A Debt/Equity ratio. 

These examples are short-term indicators that are not 

relevant to LTFS. 

No change is proposed. 

001.6 
e. An illustration should be added to paragraph 28 to more clearly identify the 

concept. 

Illustrations of fiscal capacity are included in 

paragraphs 29 and 30. 

No change is proposed. 

001.7 f. In paragraph 30, deficit by itself is meaningless; GDP should be mentioned here. 
Paragraph 30 is an illustration only. 

No change is proposed. 

001.8 g. An illustration is needed in paragraph 32 to more clearly explain the concept. 

Agree.  An illustration of service capacity would be 

helpful. 

Consider including an illustration of service 

capacity in paragraph 32. 

001.9 
h. In paragraph 33, the impact of social security schemes should be mentioned (i.e. 

the change in retirement age). 

Paragraph 3 states that “...social benefits, including 

entitlement programs that require contributions from 

participants, can be a highly significant component of 

reporting on long-term fiscal sustainability for many 

entities.”  Social security schemes include both social 
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assistance and social insurance components. 

No change is proposed. 

001.10 i. In paragraph 34, an illustration is needed. 

An illustration of vulnerability is included in 

paragraph 35. 

No change is proposed. 

002.1 

 It should follow clearly from the paper that long-term reporting is not a financial plan, 

but that long-term reporting aims at making a statement about the sustainability of the 

financial household. 

This is not correct in all situations.  A sub-national 

entity may prepare a LTFS Report with a 10-year time 

horizon and use a tabular format. 

No change is proposed. 

002.2 

Glossary of Indicators 

The SRS-CSPCP would welcome it, if the terms from different sources (IPSAS, IMF, etc.) 

could be standardised.   Resort should be made to statistical terms. 

On one term we have a comment of detail: 

 Inter-temporal budget gap: “[…] An inter-temporal budget gap exists when the present 

discounted value of future government revenue does not cover the current debt burden 

and the present discounted value of all future expenditure.“  

 Motivation: Would not make sense otherwise. 

Agree.   

Consider amending definition of “inter-temporal 

budget gap.” 

003.1 

Reporting boundary and application to sub-entities 

Paragraph 10 expresses the view that entities and activities included in long-term fiscal 

sustainability projections should be the same as those for the financial statements. 

Paragraph 12 then goes on to describe one possible exception, being the disclosure of 

information based on the General Government Sector.  

We would like the RPG to explicitly state that, other than this exception, the full 

requirements of the RPG should be applied at an entity level only. Our reason for making 

this suggestion is a concern about the interaction between legislation and regulations 

Agree.  Paragraph 10 is the only reference to “entities 

and activities”.  Staff considers that “activities” is not 

necessary in the context of this paragraph and could 

be deleted. 

Consider deleting “activities” from paragraph 10.  
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established for other purposes, and this RPG. 

There are some entities in New Zealand, such as local authorities, that are required to 

prepare long-term financial forecasts to which this RPG would apply. Often, the legislation 

or regulations requiring the forecasts also stipulates that the finances, performance 

measures etc must be reported at an activity or group of activity level, (that is, at a sub-

entity level). We would be concerned if the RPG were interpreted as having to be at the 

sub-entity level.  In some instances it might be appropriate to do so, but in many instances 

it would not. 

Although it could be argued the tests proposed in paragraph 15 (a) and (b) would be met 

only an entity level, it could also be argued that the presentation requirements in 

paragraph 17 should be applied to a sub entity.  Proponents of this argument could look to 

paragraph 10 in support – paragraph 10 refers to "entities and activities". 

In our view implementing the proposals in the RPG at a sub-entity level would require 

arbitrary allocations, and would create work that would add little, if any, value to the reader. 

We consider that because local authorities are able to prioritise between their activities, it is 

appropriate to test and report sustainability at an entity level only.  

See our suggested amendment to paragraph BC13 (in our response to SMC 1) as one 

way of addressing this issue. 

003.2 

Location of material  

We consider that some of the discussion in the body of the proposed RPG would be better 

located in the Basis for Conclusions. The ED reflects the tensions involved in developing a 

less restrictive style of guidance. Nevertheless, we encourage the IPSASB to consider the 

purpose of specific sentences. For example, individual sentences may (i) establish the 

recommended practice, (ii) support/explain the recommended practice or (iii) explain why 

the IPSASB has taken the position it has in the recommended practice. We consider that 

the third category belongs in the Basis for Conclusions.  Paragraph 3 is an example where 

there is a mixture of recommended practice and the Board’s rationale in the same 

The reference to social benefits in paragraph 3 was 

inserted, because of the significance of such 

programs.   

The location of text between the RPG and the 

Basis for Conclusions will be considered when 

looking at the editorials. 
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paragraph (refer to the first item in the table of editorial suggestions below). 

004.1 

Proposed content of the report and users’ needs 

1.2  In paragraph 20, it is noted that reporting on certain indicators may be useful in 

assessing an entity’s long term fiscal sustainability. While we do not disagree with 

the list of indicators, we question whether users of general purpose financial reports 

(GPFRs), including general purpose financial statements (GPFSs), will necessarily 

find all of this information useful and understandable. For example, the “inter-

temporal budget gap” listed in 20(e) is a term widely understood by economists, but 

would not be widely understood by the users of GPFRs and GPFSs.   

This term is defined in the Glossary of Indicators. 

No change is proposed. 

004.2 

1.3 As one of the origins of this project was to develop information that would provide 

users of the financial statements with additional information about an entity’s 

resources and obligations broadly, we question whether the scope of the proposed 

reporting is too wide and consequently is not entirely aligned with the needs of the 

users of GPFRs. Many of the reports currently published by governments in other 

jurisdictions are not necessarily published as an accompaniment to the financial 

statements, rather they are issued as an accompaniment to the budget or other 

policy documents. While we find this reporting useful in general, it would not 

necessarily meet the needs of the users of GPFRs, including GPFSs as the 

intended audience of the report may be different. We are also of the view that the 

content of the report may vary depending on whether the report is intended to 

assess sustainability at a whole-of-government level or, the sustainability of a 

particular entity or program.   

The proposed RPG is voluntary guidance and 

therefore, it is up to the entity to determine whether or 

not it reports LTFS information.  Because of this the 

scope of the RPG is appropriate.  The proposed RPG 

is silent as to whether or not the LTFS Report should 

be published as an accompaniment to the GPFSs and 

so it does not matter whether it is issued with the 

GPFSs or other documents such as the budget.  CF–

ED1 explicitly refers to GPFRs including prospective 

financial and non-financial information and so a LTFS 

Report is aligned to the needs of users. 

No change is proposed. 

004.3 

1.4 We suggest that the Proposed Guideline clarify for whom this type of reporting is 

intended and describe their overall information needs. It might be that, because the 

RPG addresses sustainability at a macro and an entity level, there should be two 

separate parts or explanations for the “content” of the information reported 

(paragraphs 17-37).  

The proposed RPG explains how an entity should 

determine whether or not it has users for prospective 

financial information and if it does, that it should 

consider preparing a LTFS Report.  The proposed 

RPG could refer readers to Chapter 2 of the 
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Conceptual Framework for a description of users or 

refer to service recipients and resource providers and 

their representatives explicitly in the RPG. 

Consider explaining who users are by referring to 

the Conceptual Framework or by including a 

description in the proposed RPG. 

See Agenda Paper 5.1 (Other Comments: To which 

Entity does the Proposed RPG apply?) for 

including additional guidance on whole of 

government and sub-national entities. 

004.4 

Implementation of the Proposed Guideline 

1.5  At present in the South African public sector, no formal fiscal sustainability reports 

are published. At a central government level, models to facilitate such reporting are 

being developed although it is likely to take a significant period of time until reports 

are produced and published. At a provincial (state) government level, no fiscal 

sustainability reports are produced.  At a local government level, these reports are 

produced informally for management purposes but the time horizon often does not 

extend beyond 10 years. 

1.6  During our consultations on the Proposed Guideline, stakeholders indicated quite 

often that they were unsure of the type of reporting that was envisaged in the 

Proposed Guideline. As there may be other jurisdictions which have a limited 

knowledge of this type of reporting, we would urge the IPSASB to issue 

supplementary guidance to the RPG. This supplementary guidance should explain 

more clearly what is envisaged by this type of reporting, how to develop 

methodologies to report this information, the period and rates used, the types of 

indicators that might be reported (for all three dimensions; not only those related to 

“fiscal capacity”) etc.  

The respondent’s suggestion for the IPSASB to 

develop supplementary guidance to explain more 

clearly what is envisaged by this type of reporting is a 

similar suggestion to that of respondent 1.1 who 

suggested that the proposed RPG should include 

examples.  Given the different nature of the entities 

that may report LTFS information and the different 

approaches taken to preparing LTFS Reports, 

supplementary guidance could not possibly cover all 

the scenarios.  Therefore it is not appropriate to 

develop supplementary guidance.  However, it would 

be possible to consider adding further examples of 

indicators to cover all three dimensions of LTFS (see 

comments for respondent 21.2 for SMC 2) and to 

include information on the website as to where further 

information on LTFS can be obtained.  The 

Consultation Paper and Project History will 

automatically remain on the website after the RPG is 
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1.7 As an alternative suggestion, we would suggest that the Consultation Paper 

accompanies the Proposed Guideline (once published) on the website as it 

provides valuable background information to those jurisdictions that may not be 

familiar with this type of reporting. It would also be useful if the website could 

provide an indication of where information could be obtained about various models 

for long-term fiscal sustainability reporting (e.g. The OECD or IMF guidelines).  

finalized. 

Consider including additional indicators to cover 

all three dimensions of LTFS and including 

information on the website as to where further 

information on LTFS can be obtained. 

004.5 

Inter-relationship with other reporting frameworks 

1.8  In South Africa, the King III Code on Corporate Governance applies to public sector 

entities. This report encourages public sector entities to prepare an integrated 

report. During our consultations, many stakeholders questioned the inter-

relationship of the Proposed Guideline and integrated reporting. While 

acknowledging that jurisdictional arrangements may differ, because the proposed 

IIRC framework intends to apply to public sector entities, we urge the IPSASB to 

articulate in the Basis for Conclusions how its Proposed Guideline is positioned in 

relation to integrated reporting.  

Staff notes that the prominence of Integrated 

Reporting differs between jurisdictions.  Staff is 

involved in the development of a paper on the 

relevance of Integrated Reporting in the public sector 

under the auspices of CIPFA.  Integrated Reporting 

may be a vehicle for conveying prospective 

information.  Entities will need to consider whether 

integrated reporting covers all user needs or whether a 

further and separate LTFS Report is necessary. 

No change is proposed. 

004.6 

3 Scope of Proposed Guideline 

3.1  At present, the Proposed Guideline provides reporting requirements for all public 

sector entities, except GBEs. While we accept that the current suite of IPSASs do 

not apply to GBEs as these entities should apply IFRSs, we are of the view that 

reporting on long-term fiscal sustainability may be applicable to many GBEs. In our 

jurisdiction, we consider that many GBEs (for example, power utilities, airport 

operations companies, rail and port authorities) would meet the criteria outlined in 

paragraph 15 and thus users for such information would exist. We are of the view 

that because these entities often rely on taxes, subsidies and debt to fund their 

operations and expansions, assessing their sustainability is crucial.  

3.2  Similarly, we are of the view that other types of reporting outside the GPFSs may be 

The IPSASB’s current remit does not include GBEs.  

See paragraph 10 of the Preface to IPSASs (Revised 

March 2012).  Staff notes that the IPSASB has 

initiated a project on GBEs.   

No change is proposed. 
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useful to GBEs, e.g. reporting on service performance information. We would 

therefore, as a broader issue, urge the IPSASB to consider the applicability of 

reporting outside of the GPFSs to GBEs as part of the GBE project recently added 

to its work programme.  

3.3  As an interim measure, we propose amending the scope of the document to 

indicate that although the Proposed Guideline is not intended to apply to GBEs, the 

Proposed Guideline could be used by GBEs in reporting such information (where 

the requirements in the Proposed Guideline are met).   

004.7 

4 Definitions 

4.1  Definitions of long-term fiscal sustainability commonly used in the economic 

environment refer to the ability of an entity being able to meet its commitments now 

and in the future based on inflows and outflows/revenues and expenses. This 

aspect has not been addressed in the definition of long-term fiscal sustainability, but 

has been described in paragraph 8.  

4.2  Given that there is currently no universally accepted and recognised definition of 

long-term fiscal sustainability, even from an economic perspective, we question 

whether it is appropriate to attempt to define the concept in the Proposed Guideline. 

We are of the view that the “Definitions” section of the proposed Guideline should 

be replaced with a more robust section describing the “terminology/terms” used in 

the Guideline. This approach would also be more appropriate given that this is a 

Recommended Practice Guideline and not an IPSAS.  Also, because users of the 

Guideline may not be accountants, a broader coverage of terminology used might 

be useful.   

The IPSASB’s rationale for its definition of LTFS is in 

paragraphs BC8 and BC9.  Staff considers that it is 

appropriate for the proposed RPG to include 

definitions rather than just being descriptions of terms 

because the voluntary nature of the guidance applies 

to the entire document.  Staff notes that the IASB’s 

Management Commentary includes definitions. 

No change is proposed. 

004.8 

4.3  In defining “long-term fiscal sustainability” reference is made to “financial 

commitment”. As presently drafted, there is no description of what is meant by a 

“financial commitment”. Without a discussion on what a “financial commitment” 

constitutes, entities may have either a very narrow or broad interpretation. As an 

See Agenda Paper 5.1 (SMC 2: Broader Notion of 

Current Policy) for analysis.  
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example, in South Africa, basic income grants are paid to beneficiaries who have 

applied to receive the grant, are 18 years old and, who otherwise meet the 

necessary criteria. At the date of preparing the report, there may be 10 million 

people who qualify, but only 5 million have applied and met the criteria. Using a 

narrow interpretation of a financial commitment, the projections could be made for 

the million who presently have applied and qualify. Using a broader interpretation 

based on legislation enacted at year end, the 10 million could be used in the 

projections. As a result, we are of the view that a brief description and discussion of 

a “financial commitment” should be included in the Proposed Guideline.  

004.9 
4.4  We also propose that a reference be made to certain terms in the Proposed 

Guideline being consistent with terms used in IPSASs (for example, GGS).   

Agree. 

Check for consistency of terminology with IPSASs. 

004.10 

9. Improving the Basis for Conclusions 

  As some jurisdictions are not familiar with reporting on the long-term sustainability 

of an entity’s finances, it would be useful to outline the distinction between 

projections/forecasts that are made as part of the medium-term budget process and  

the projections as part of this project.  

See Agenda Paper 5.1 for analysis (SMC 3: 

Relationship between Projections, Budgets and 

Forecasts). 

004.11 

10.  Other 

After reviewing the Proposed Guideline, we noted that limited reference is made to 

the qualitative characteristics, mainly in the section dealing with “Presenting 

projections of prospective inflows and outflows”. It might be useful to indicate more 

broadly, within the text of the Proposed Guideline, that the information is presented 

and disclosed after considering the qualitative characteristics and the constraints on 

information outlined in the Framework. 

See Agenda Paper 5.1 for analysis (SMC 2: 

Qualitative Characteristics and Materiality). 

005.1 

General Comments 

We understand the IPSASB’s reluctance to make firm recommendations on best practice 

as experience in this reporting is developing. However we feel that ED 46.19 in describing 

See comments for respondent 4.4. 
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a level of flexibility in reporting information also provides a level of confusion. Developing 

experience of this reporting will take time and whilst entities are developing this experience 

we suggest the IPSASB consider issuing illustrative examples to accompany ED 46 to 

present a minimum level of disclosure required. In the year of adoption this would ease 

comparability and avoid a quality gap between reporters. The illustrative examples could 

be reviewed and reconsidered in subsequent years as experience develops. 

005.2 

Reporting boundary of the entity or group of entities being reported upon 

ED 46.15 refers to the characteristics of the entity being reported upon. However these 

characteristics could be attributed to a group of entities that is not necessarily the same as 

in ED 46.12 which refers to the GGS. In addition the accounting under IPSAS 22 for 

investment in the Public Financial Corporations Sector and the Public Non-Financial 

Corporations Sector is different from IPSAS 6 which could lead to a another set of numbers 

in the consolidated reporting and result in less clarity of the sustainability of financial 

performance rather than more. We suggest in support of comparability at the highest 

consolidated level of reporting that the guideline refers to level of GGS. 

Paragraph 12 refers to GGS as it is a common 

example of how the reporting boundary could differ.  

Paragraph 10 recommends that the reporting 

boundary is the same as that used for the GPFSs 

because the IPSASB issues standards and guidance 

for GPFSs and GPFRs.  GGS is a GFS concept and 

IPSAS 22 sets out guidance on how to present 

information about the GGS in the GPFSs. 

No change is proposed. 

006.1 

Projections 

ACAG agrees with the proposition in paragraph 17 that the core information presented on 

long-term sustainability will be projections of inflows and outflows commencing from the 

current reporting period. The importance of long-term projections was highlighted in our 

response to CF Phase 2 that proposed entities produce more prospective information, 

including projections of future commitments (both financial and service delivery related). 

This would allow users to assess the long-term viability of current policy choices made by 

the reporting entity.   

Comment only, no action necessary. 

006.2 

Given the critical importance of these projections ACAG believes further guidance can be 

given to ensure consistency of long-term sustainability reporting.  

ACAG recommends all sustainability reports include a tabular presentation of inflows and 

At this stage in the development of reporting LTFS 

information, the IPSASB agreed that it is not practical 

to be definitive on the presentation of the projections.  

Staff considers that the basis on which the projections 
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outflows across a time horizon. These projections should be initially based on the amounts 

included in the audited GPFSs. All projections should then be determined by applying the 

same policies and IPSAS applied in the GPFSs, allowing for early adoption of new and 

revised standards. Practically, this would be achieved by extrapolating the current year 

actuals and adjusting for factors such as demographic changes, inflation etc (consistent 

with paragraph. 44).  Where an entity prepares GPFSs on accrual basis, the projections 

would be prepared also on an accrual basis. On the other hand, where an entity prepares 

GPFSs using cash based IPSASs, sustainability would be limited to a tabular report 

prepared on a cash basis.  

ACAG acknowledges the exposure draft focuses on cash based projections but believes 

there is benefit in aligning the basis of preparation with other financial reports produced by 

the entity.  

are made could be clarified and a recommended 

disclosure could be included on this point. 

See Agenda Paper 5.1 (Other Issues: Other 

Comments—Definitions) relating to the basis of 

preparation. 

006.3 

One deficiency with current public sector reporting is the lack of any meaningful link 

between the various financial reports produced. If budgets, sustainability reporting and 

GPFS are prepared on different bases, this can significantly impact the comparability and 

understandability of the reports. 

Staff acknowledges that this may be an issue in some 

jurisdictions.  However, how and where to address this 

issue is outside the scope of the proposed RPG. 

No change is proposed. 

006.4 

A number of entities may also produce budgeted information on a comparable basis to the 

sustainability report. Where the budget and sustainability report are prepared on a 

comparable basis, ACAG recommends the sustainability report should also include, at a 

minimum, those aggregates disclosed in budgeted information. This will assist users by 

providing a link between prospective information included within the budget and long-term 

sustainability reporting.   

See comments for respondent 4.9. 

006.5 

Projections should also be based on current service delivery levels unless the entity can 

prove they are committed to reducing or enhancing a service delivery initiative. In such 

cases the planned reduction or enhancement should be disclosed in notes supporting the 

projections. 

The proposed RPG recommends that the projections 

are developed using current policies. 

No change is proposed. 
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007.1 

As a voluntary RPG rather than mandatory standard, HoTARAC believes that entities 

should not be required to indicate whether they have followed this RPG. We suggest that 

the wording in paragraph two be changed to “... could indicate that it has followed this 

RPG...” rather than “... should indicate that it has followed this RPG...” (emphasis added). 

This change would retain the spirit of voluntary disclosure. However, HoTARAC is of the 

view that if an entity indicates that it has followed the RPG, it should be required to follow 

all requirements in the RPG.  This would prevent an entity from ‘cherry-picking’ to present 

its financial report according to certain aspects of the RPG and yet claiming that it adhered 

to good practice.  Therefore, HoTARAC recommends that paragraph two be strengthened 

along the following lines (see mark-ups): 

“… As part of reporting on its long-term fiscal sustainability an entity could indicate that it 

has followed this RPG.  If an entity indicates that it has followed this RPG, it is required to 

follow all requirements of this RPG or disclose if it has departed from the RPG and explain 

why such a departure was necessary.”  

The IPSASB considered the use of “should” and 

agreed to use “should” to avoid long-winded drafting.  

The proposed RPG is voluntary guidance and 

therefore cannot “require” an entity to follow all the 

requirements of the proposed RPG.  Paragraph 2 

recommends that an entity disclose departure/s from 

the proposed RPG and the reasons why the 

departure/s are necessary. 

No change is proposed. 

007.2 

HoTARAC also notes that the International Integrated Reporting Committee and Global 

Reporting Initiative (GRI) are currently progressing work in the field of sustainability 

reporting. The IPSASB should work with these and other relevant bodies to ensure that all 

requirements and guidelines are consistent. 

See comments for respondent 4.5. 

007.3 

The IPSASB may wish to include some case studies and/or examples of jurisdictions that 

produce such documents that are currently consistent with the RPG’s principles and 

approach. This will offer further guidance to current preparers and assist new users in 

preparing their own reports. 

See comments for respondent 1.1. 

008.1 

Government Business Enterprises 

The position with respect to GBEs/SOEs could be clearer. As subsidiary entities, the major 

flows between the GBEs and the core fiscal entity (budget or GG sector) will need to be 

projected, as indeed identified in paragraph 6. To do this, the GBE will need to project its 

Staff considers paragraphs 5 and 6 are clear.  The 

exclusion of GBEs relates to a GBE itself being within 

the scope of the proposed RPG which is because 

financial reporting requirements for GBEs are not 

within the IPSASB’s remit.  See paragraph 10 of the 
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profit and loss, cash-flows and balance sheet. Therefore, the proposed exclusion appears 

unnecessary; but perhaps requirements to report could be determined with respect to 

materiality (see comment 1 alternative above [in SMC 1—suggestion that scope could be 

limited to entities that are “sufficiently large ... to pose a threat to the national public 

finances” rather than whether there are users for LTFS information]). 

Preface to IPSASs (Revised March 2012).  Staff notes 

that the IPSASB has initiated a project on GBEs. 

No change is proposed. 

008.2 

Additional Considerations 

The implications of age and demographic factors are suitably addressed. But there are two 

other issues of long term importance that should be considered in reporting on long-term 

sustainability:  the revenue implications for natural resource dependent countries, and the 

impact of mega-projects.  In many countries such factors may be more important than 

demographic changes, e.g., where mineral resources may be depleted over a 10-20 year 

horizon, or where the risks of a single project or discretionary program have the potential of 

destabilizing the public financing at an aggregate level, both in terms of investment cost 

over-runs or operating costs and revenues. While these issues can certainly be 

accommodated within the guidance – assumptions for revenue projections and analysis of 

non-age related programs – it would help to address them explicitly and suggest ways in 

which they may be appropriately reflected in reporting.   

The respondent suggests that two additional issues be 

explicitly included in the “Disclosure of Principles and 

Methodologies” sub-section of the proposed RPG and 

acknowledges that they are currently implicitly within 

this sub-section.  Staff considers that revenue 

implications for natural resource dependent countries, 

and the impact of mega-projects can be included in the 

proposed RPG. 

Consider including guidance on revenue 

implications for natural resource dependent 

countries, and the impact of mega-projects. 

010.1 

Authority of the Recommended Practice Guideline 

We agree that it is in the IPSASB’s interest to encourage application with the RPG. 

However, we also believe there is a need to discourage public sector entities from “falsely” 

claiming compliance. Accordingly, we would like to suggest the last sentence of paragraph 

2 be amended to read as follows: “As part of reporting on its long-term fiscal sustainability 

an entity that has fully complied with all or essentially all of this RPG should clearly state 

that it has followed this RPG and, where relevant, disclose where it has departed from the 

RPG and explain why such a departure was necessary. In other cases an entity should not 

claim compliance with this RPG.”  

Agree. 

Consider amending the last sentence of 

paragraph 2. 
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010.2 

Clarification of Recommended Practice and other Considerations 

Recommended Practice Guidelines commonly differ from Standards in that they constitute 

specific practice that is recommended, as opposed to being required. In contrast, in 

respect of certain aspects this draft RPG does not “recommend” specific practice, but 

instead provides a discussion of issues that the preparer will need to consider (e.g., 

relating to presentation, time period to be covered, frequency of reporting). In other cases, 

the RPG does put forward more precise recommendations but does not use consistent 

terminology in so doing. For example, the RPG sometimes states what the entity should 

report in terms of content and accompanying information, sometimes it indicates that it is 

helpful to provide certain information, consideration can be given to providing, it is 

important that users are made aware, or even that entities are advised to disclose. In our 

opinion, consistent use of language is preferable to enable preparers to differentiate 

appropriately between those areas where the IPSASB intends to make a firm 

recommendation and those where preparers themselves need to weigh up the best way to 

approach a particular issue. 

Agree.  The terminology will be amended so that it is 

consistent and will use “should”. 

Consider amending terminology in proposed RPG 

so that it is consistent. 

010.3 

Defining the Subject Matter Information 

There does not appear to be consistency in terms used. Taking the first page as an 

example, we note that the title of the RPG speaks of “long-term sustainability of an entity’s 

finances”, as does paragraph 1, the first sentence of paragraph 2 and paragraph 5. In 

contrast, the second sentence of paragraph 2, paragraphs 3, and 4 and the definition in 

paragraph 7 the term “long-term fiscal sustainability” is used. These terms are used 

seemingly interchangeably throughout the RPG. Indeed, BC4 merely states that the title 

was “subsequently re-termed” without further discussion as to reasons or implications, if 

any. To avoid unnecessary confusion, we suggest a single term be used throughout the 

RPG wherever the same meaning is intended. Were distinct meanings intended, both 

terms would need to be defined.  

Agree.  The terminology will be amended so that it is 

consistent. 

Consider amending terminology in proposed RPG 

so that it is consistent. 

010.4 Delineation of information on long-term fiscal sustainability from information provided by The objective paragraph is meant to give an outline of 
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general purpose financial statements – Type of Pronouncements 

Paragraph 1 explains that reporting on the long-term sustainability of an entity’s finances 

provides information on the impact of current policies and decisions made at the reporting 

date…. Paragraph 3 explains that all an entity’s projected flows are included in the scope 

of this RPG (i.e., the entire entity is depicted – no cherry picking). Paragraph 50 explains 

that the projections are not forecasts … actual cash flows will differ from projections. In our 

view, these three aspects are all key to an understanding of the subject matter of reports 

prepared in accordance with this RPG and should be made clear to readers within the 

objective section of the RPG. Indeed, as the projections are not even aimed at fulfilling the 

role of a forecast, it seems to us that describing the information portrayed in such reports 

as indicative might be more appropriate than describing it as prospective.    

what the proposed RPG intends to achieve and not to 

summarize the contents of it.  Staff considers that 

prospective information is the appropriate term to use 

because it includes budgets, forecasts and projections. 

No change is proposed. 

011 

c) the guidance under paragraph 23 should be revisited since whilst some liabilities and 

assets in the statement of financial position may not be settled for extended periods of 

time and hence do not address short term solvency; 

Agree.  Paragraph 23 could be revised so that it 

acknowledges that some of the liabilities recognized 

on the statement of financial position will not be settled 

for many years. 

Consider revising paragraph 23. 

014.1 

According to the paragraph BC5 of the ED, reporting on the long-term sustainability of a 

public sector entity’s finances is considered to be within the scope of General Purpose 

Financial Reports (GPFRs), as defined in the Conceptual Framework ED, Role, Authority 

and Scope; Objectives and Users; Qualitative Characteristics; and Reporting Entity. 

In regards to this, we propose that the ED should clarify the following: 

(a) further explanations on the objectives of GPFRs—accountability and decision-

making— with regard to the long-term sustainability of a public sector entity’s 

finances; and  

(b) how the qualitative characteristics would serve in reaching the objectives of GPFRs, 

accountability and decision-making, relating to the long-term sustainability of a public 

sector entity’s finances. (For example, in the paragraph 15, only the relevance of 

Staff considers that the explanation in paragraph BC5 

is appropriate and does not need further explanation.  

Other QCs are mentioned elsewhere in the proposed 

RPG, for example, faithful representation and 

verifiability are mentioned in paragraph 24.   

No change is proposed. 
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reporting is stated in determining whether to report on a public sector entity’s long-

term fiscal sustainability.) 

014.2 

Comment on paragraph 18 

Paragraph 18 states that “it should assess the extent to which it can draw on the 

projections and indicators prepared by other governmental bodies, such as ministries of 

finance, rather than making the projections itself, in order to reduce the cost of such 

reporting.” 

In addition to the condition of the cost reduction stated in the paragraph 18, we believe that 

the ED should also include the following condition: 

“If the projections and indicators prepared by official governmental bodies are reliable, 

these may be considered by an entity in preparing its projections.” 

If we only include the current statement on the condition of the cost reduction, there may 

be cases when some entities would neither make the projections by themselves, nor 

disclose their projections even when they have adequate projections prepared internally. 

Staff does not consider that there is a difference 

between “other governmental bodies” in paragraph 18 

and the respondent’s suggested additional sentence 

saying “official governmental bodies”.  

Staff considers that there may be some instances 

where an entity will be able to use information 

prepared by a non-governmental body and so the 

paragraph should be amended to say “other bodies”. 

Consider amending paragraph 18 to refer to “other 

governmental bodies”. 

016.1 

We notice that the ED does not mention that the purpose of the [draft] Recommended 

Practice Guidance is to provide supplementary information that meets the objectives of 

financial reporting, being accountability and decision-making (as stated in the 

accompanying “At a Glance” document).  We consider that this is a key element and 

should be included in the Objective paragraph (paragraph 1). 

Agree. 

Consider including the purpose of the RPG in 

paragraph 1. 

016.2 

We note that the proposed scope excludes GBEs, however, we are of the opinion that 

because the [draft] RPG is not mandatory there is no specific reason for any entity to be 

excluded, also considering that there is no for-profit equivalent that we know of.  Further 

because other entities sustainability may influenced by a GBE’s inflow and outflows we 

consider that is would be useful information for GBEs to also report on their long-term fiscal 

sustainability.  

The IPSASB’s remit is to develop standards and 

guidance for public sector entities except for GBEs 

See paragraph 10 of the Preface to IPSASs (Revised 

March 2012).  Paragraph 6 explains that prospective 

inflows and outflows to/from the entity from/to a GBE 

are within the scope of the proposed RPG. 

No change is proposed. 
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016.3 

In the definitions, inflows and outflows are defined in terms of cash and cash equivalents.  

We consider that other resources which may be expected from other sources should be 

included as these can be relevant to an assessment of its fiscal sustainability.   

LTFS reporting relates to projecting cash inflows and 

outflows. 

No change is proposed. 

016.4 

We consider that the language in paragraph BC13 is too strong in that is all but excludes 

reporting of long-term fiscal sustainability at an agency level because of their inability to 

raise taxes and debt.  As mentioned in paragraph 2 above the long-term fiscal 

sustainability of some agencies may be of interest to some users. 

The scope of the proposed RPG is for entities with 

users.  The ability to raise taxes and debt are used as 

characteristics to help an entity identify whether it has 

users for LTFS information. 

No change is proposed. 

018.1 

Identifying the requirements of the Guideline 

The proposed Recommended Practice Guideline will be the first document of its type 

issued by the IPSASB, and will differ from other pronouncements in that while it will not be 

mandatory, it will not be purely descriptive, and it will set out requirements for compliance 

with the standard. Furthermore, it will encourage those reporting on long term fiscal 

sustainability to indicate whether their reporting is compliant or partially compliant with 

those requirements. 

Given this, it would be helpful if the proposed guideline were to clearly distinguish between 

descriptive material which reflects what can or may be done, and the RPG requirements 

which set out a baseline for what the entity should do based on its assessment of 

circumstances. 

We would note that the IASB faced similar issues in its Practice Statement, Management 

Commentary. The IASB document adopts a drafting approach which starts with brief 

descriptive material, followed by requirements which the entity ‘should’ do, either in all 

cases or when appropriate. 

ED 46 seems by contrast to use a variety of approaches to signposting requirements, 

- ‘it is important that an explanation is provided’ (para 13) 

See comments for respondent 10.2 relating to the 

use of consistent terminology and Agenda 

Paper 5.1 (SMC 3: Disclosures) relating to 

distinguishing disclosures and descriptive 

material. 
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- ‘an entity needs initially to assess’ (para 14); also  

- ‘fiscal sustainability should be considered in the context’ (para 15) 

- ‘core information … will be …’ (para 17) 

- ‘requires the inclusion of …’ (para 23) 

Although when taken in isolation these generally signify ‘requirements’, they are 

juxtaposed with descriptive and conditional material which makes things less clear. It would 

be helpful if the requirements and descriptive material were more clearly delineated. 

018.2 

Placement of discussion of the objectives of financial reporting 

The ED explains at Para 20 of the draft RPG that ‘A single presentation approach is 

unlikely to satisfy the objectives of financial reporting.’ 

As we indicated in the CIPFA response to the Consultation Paper in 2010, we were not 

convinced that fiscal sustainability reporting should be represented as necessary to satisfy 

the objectives of financial reporting. 

During the development of its project on social benefits 

the IPSASB formed a view that, the financial 

statements cannot satisfy all the needs of users in 

assessing the future viability of programs providing 

social benefits.  Therefore, the information in the 

financial statements needs to be complemented by 

information on the long-term fiscal sustainability of all 

programs. 

No change is proposed. 

018.3 

Furthermore, this type of justification would be better contained in the Basis for 

Conclusions, together with more specific explanation of why and how multiple presentation 

approaches are desirable, for example, by providing more complete information of the 

economic circumstances of the entity which enhance faithful representation. 

Agree. 

Consider including an explanation in 

paragraphs BC14–BC16 on why multiple 

presentation approaches are acceptable (could be 

linked to paragraph BC6). 

018.4 

Use of the term ‘sustainability’ 

We would note that using the term “sustainability” in the title and the introductory text 

chimes well with our own experience in the context of the UK political and economic 

context. We would also expect it to be well received in other Anglophone nations and in 

most of the Eurozone. However, it may be considered by some to reflect a particular First 

Staff acknowledges this issue. The IPSASB had a 

considerable debate about the inclusion of “fiscal” in 

the title, because of its connotations of taxation for 

non-native European English speakers and the current 

title reflects that discussion.  
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World economic and political orthodoxy. IPSASB might therefore consider whether it would 

be more helpful to reframe the title and introductory material in more neutral terms of e.g. 

commentary on the long term fiscal effects of government programmes. This might also 

reduce the need to distinguish between actual ‘sustainability’ and ‘practical reporting on 

apparent indicators of sustainability, based upon current assumptions about resources, 

commitments and technology’. 

No change is proposed. 

018.5 

Furthermore, while on balance we consider that it is helpful to introduce ‘long-term fiscal 

sustainability’ as a technical term, it would be helpful if this term were consistently used 

throughout, and informal usages (such as ‘unsustainable’ in para 30) were avoided. 

See comments for respondent 10.3 relating to 

consistency of terms. 

019.1 

Objective (para.1) 

The Council agrees with the IPSAS Board’s affirmation in BC3 of the Basis for 

Conclusions, that “the financial statements cannot provide all the information that users 

need on social benefits”. The Council is therefore in favour of the reporting of 

complementary prospective financial information separate from the entity’s financial 

statements that supplements and broadens the perspective of the latter, whilst being 

based on and having the same scope as the accounts. Moreover, the Council believes it 

would be useful to take the subject of social benefits on to the IPSAS Board’s agenda. 

Nevertheless the Council believes that the objective of the recommendation, which is the 

preparation of a report on the long-term sustainability of a public sector entity’s finances, 

will only satisfy the primary requirement of the IPSAS Board, which is to supplement and 

clarify the financial statements of public sector entities, in a limited number of cases (that 

is, only in the case of certain entities meeting the criteria set out in the recommendation 

and at a certain level of aggregation).  

Further work on proposals for the recognition and 

measurement of liabilities arising from obligations to 

deliver social benefits is progressing indirectly in two 

areas.  Firstly, this project is developing guidance for 

the reporting of information related to the long-term 

fiscal sustainability of governmental programs, 

including social benefits.  Secondly, Phase 2 of the 

Conceptual Framework project deals with elements, 

and includes the development of the definition of a 

liability.  This work is likely to influence the approach to 

recognizing and measuring liabilities related to social 

benefits. 

019.2 

The Council therefore believes that it would be appropriate to consider the possibility of 

including in the supplementary prospective information items which are not strictly related 

to sustainability, for example projections of expense and the related financing, as well as 

The aim of this project is to provide guidance on how 

to prepare a LTFS Report and information which is not 

related to that is outside the scope of the project. 

http://www.ifac.org/public-sector/projects/public-sector-conceptual-framework
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vulnerability analyses. No change is proposed. 

019.3 

Definitions (paras.7-9) 

The Council believes that it would be useful to clarify the meaning of “long-term” in the 

definition of “long-term sustainability” as there are several possible approaches. 

It is inappropriate to provide a specific time frame as it 

will depend on the nature of the entity.  Guidance on 

determining an appropriate time horizon is discussed 

in paragraphs 25–27. 

No change is proposed. 

019.4 

In addition, the Council notes that the Exposure Draft uses both the terms “long-term 

sustainability” (title of the Exposure Draft, paras.1, 14, 16, 17,) and “long-term fiscal 

sustainability” (paras.7, 15,) without differentiating them. 

See comments for respondent 10.3. 

019.5 
The term “cash equivalents” used in the definitions of “inflows” and “outflows", should be 

clarified and defined in the Basis for Conclusions. 

See Agenda Paper 5.1 (Other Issues: Other 

Comments—Existing Definitions in IPSASs) for 

analysis. 

019.6 

Reporting Boundary (paras.10-13) 

The Exposure Draft stipulates that the scope of the financial statements and of the report 

on the long-term sustainability of a public sector entity’s finances should be identical but 

includes important exceptions to this principle, such as the use of information based on 

National Accounts or the boundary of the “budget sector”. However, in the Council’s 

opinion, the scope of the sustainability data should be similar to that of the financial 

statements and the reported prospective information should be based on the accounts; 

otherwise, the information reported would be outside of the scope of the IPSAS Board and 

of this recommendation. 

Paragraph 10 recommends that the reporting 

boundary of the LTFS Report is the same as that used 

for the GPFSs.  Where an entity departs from this, 

paragraph 11 recommends disclosing this fact. 

No change is proposed. 

019.7 

Presenting Projections of Prospective Inflows and Outflows (paras.17-26) 

The Council agrees with the requirements set out in the Exposure Draft. Nevertheless, the 

Council regrets that the IPSAS Board makes no reference, for discussion purposes, to the 

sustainability indicator used by the European Union, that is an estimation of the reduction 

of the deficit necessary to ensure a stable debt /GDP ratio (or of the ratio net debt / total 

The ratio of net debt to total resources could be 

included in the Appendix. 

Consider including net debt/total resources in 

Appendix. 
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resources, for a given entity). 

020.1 

In view of the significance of “social benefits” in public sector accounts, both in financial 

statements and in terms of long-term budgetary sustainability, the Cour des Comptes 

draws attention to the impact an accounting standard would have in this area.  

Paragraph 3 explains that social benefit programs can 

be significant.   

See also comments for respondent 19.1. 

020.2 

With regard to the ongoing talks on the conceptual framework, the Cour des Comptes 

wishes the IPSAS Board to continue its work, paying particular attention to consistency 

between financial statements and reporting on the sustainability of public sector finances.  

Comment only, no action necessary. 

021.1 

1. Objective of long-term fiscal sustainability reporting should include the concept 

of intergenerational or interperiod equity 

We believe that this concept is inherent in public sector reporting and should be a central 

objective of reporting on the long-term sustainability of public finances. We suggest that 

the Board expand on the objective as currently stated in paragraph 1 to include this 

concept. 

This concept is implicit in the proposed RPG.   

No change is proposed. 

021.2 

2. Overarching principles needed on recommended disclosures 

From paragraphs 17 – 51 of the ED, the Board has provided guidance on presenting 

projected information, dimensions of fiscal sustainability, principles and methodologies. 

However, there seems to be a lack of an overarching objective for each of the different 

areas of reporting, and the lack of the objective that information disclosed should be in a 

form that meets users’ needs. 

For example, in paragraph 27, we suggest that the Board include the objective to provide 

information that a user should be able to use/analyse the information proposed from 

paragraphs 28-37, in order to understand the ‘nature and extent’ of the fiscal capacity, 

service capacity and vulnerability of the entity, besides providing faithfully representative 

information.  

See Agenda Paper 5.1 (SMC 2: Qualitative 

Characteristics and Materiality) relating to 

providing information to a user to enable them to 

form an overall picture of the LTFS of an entity. 

021.3 3. Definitions of Proposed Guide See Agenda Paper 5.1 (SMC 2: Broader Notion of 
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We suggest that the guide better explain the concept “financial commitment”, as this has 

different meanings in different contexts. For example, a financial commitment can refer to 

either a present economic obligation or liability to be settled in future, or it could be a 

promise to incur certain costs in the future.  

Current Policy) for analysis. 

021.4 

It is noted that the guide includes an appendix with a glossary of indicators; we suggest 

that the guide include either an appendix or a section also explaining the terminology and 

terms used in the guide. It is likely that the primary users of this will not necessarily be 

familiar with all the economic terms that have been used. It was also noted that the 

definitions of some of these terms might differ depending on the jurisdiction or the branch 

of economics as a field of research. For example there may be differences in the 

definitions used by the International Monetary Fund and other organisations. 

Terminology is explained when a term is first used in 

the proposed RPG.  Staff will ensure terms used in 

core text also appear in the Glossary of Indicators. 

Check that the terms used in the core text are in 

the Glossary of Indicators. 

024.1 

- Regarding fiscal capacity, the paragraphs 29-30 shortly discuss the level of debt, but it 

remains unclear if the financial debt and debts due to purchases and services are 

eyed here, or rather the pension liabilities. The latter are very important and are 

traditionally not included in the national debt. A recent German study also suggested 

to include these liabilities and called it the "implicit debt". The exposure draft 46 could 

be more explicit on this matter. 

See Agenda Paper 5.1 (Other Issues: Other 

Comments—Definitions) for analysis.  

024.2 

- the GDP (Gross Domestic Product) approach as a macro-economic factor is treated 

insufficiently in this exposure draft 46. See, eg, CICA 1997, while GDP plays a truly 

major role. 

The scope of the proposed RPG encompasses whole 

of government and sub-national entities and therefore 

GDP is sufficiently prominent. 

No change is proposed. 

024.3 

- The approach of central governments whereby GDP, as macro-economic factor, plays 

an important role should in our opinion be better distinguished in the exposure draft 46 

from the local authorities approach. 

Indeed, local authorities play a different role than central governments who often 

determine the monetary policy, the general taxation, etc. 

See Agenda Paper 5.1 (Other Issues: To which 

Entity should the Proposed RPG Apply?) for 

analysis. 
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025.1 

a) The objective of the ED is to provide guidance on how to supplement the statements 

of financial performance and financial position. The status of this Recommended 

Practise Guidance (‘RPG’) is that public sector entities (except Government Business 

Enterprises) are ‘encouraged’ to follow this RPG.  As such, the ED would not be a 

required standard, yet terminology included within the ED would seem to require 

entities to follow the recommendations. Terms such as “should” are used throughout 

the ED.  For example, paragraph 2 states that “an entity should indicate that it has 

followed this RPG or disclose if it has departed from the RPG and explain why such a 

departure was necessary”.   

Consideration should be given to revising the draft to make clear that compliance is 

voluntary in all instances and therefore, it should not be necessary to disclose when an 

entity has not applied voluntary guidance. A useful guide for the Board to consider 

may be the IFRS Practice Statement ‘Management Commentary: A framework for 

presentation,’ which gives clear guidance on aspects of management commentary. 

The scope in the Practice Statement describes, for example in paragraph 4, that “The 

Practice Statement does not mandate which entities should be required to publish 

management commentary, how frequently an entity should do so or the level of 

assurance to which management commentary should be subjected.” 

The use of “should’ rather than “shall” is intentional 

and reflects that the guidance that is not mandatory 

(see also comment for respondent 7.1).  

Pronouncements that are mandatory use the term 

“shall”.  Note that the IASB’s Management 

Commentary uses the term “should”.  Paragraph 2 of 

the proposed RPG explains that it represents good 

practice and does not have the authority of an IPSAS, 

i.e., it is not mandatory.  Paragraph 39 addresses the 

frequency of reporting. 

No change is proposed. 

025.2 

b) The ED defines “long-term fiscal sustainability” as “the ability of an entity to meet 

service delivery and financial commitments both now and in the future”. We would 

encourage IPSASB to provide more context and background on what “fiscal 

sustainability”, “service delivery” and “financial commitment” are intended to represent 

and, in particular, what time frame “in the future” contemplates. There are currently a 

number of different uses of the terms “sustainability” and “fiscal sustainability” which 

create a risk of confusion in the marketplace as to the intention of the Board. We 

believe the ED should provide greater context through explanation and examples in 

the Objective, Definitions and Scope paragraphs. 

The entire proposed RPG discusses and explains 

what LTFS is.   

See Agenda Paper 5.1 (SMC 1: Characteristic (c)) 

relating to “service delivery”.  See Agenda 

Paper 5.1 (SMC 2: Broader Notion of Current 

Policy) relating to “financial commitments”.  See 

comments for respondent 10.3 relating to 

consistent terminology. 
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025.3 

The definition of “Long-Term Fiscal Sustainability” in paragraph 7 does not clearly indicate 

what is meant by “future”. The definition should clarify that judgement needs to be applied 

in determining the duration of the “future” period to which long-term fiscal sustainability 

reporting relates, however, the intended minimum period should be clearly stated. 

Paragraph 17 explains that the projections should 

commence from the current reporting period for a time 

horizon determined by the entity.  Paragraphs 24–26 

discuss how to select a time horizon.  However, these 

paragraphs do not recommend disclosure of the 

reasons for selecting a time horizon and could be 

included in a new paragraph 26A as follows:  

“An entity should disclose the time horizon used for the 

projections and the reasons for selecting that time 

horizon.” 

See comments for respondent 35.6 in SMC 3 for 

the proposed second sentence for paragraph 26A. 

See comments for respondent 36.3 in SMC 3 for 

minimum period.  

025.4 

c) Some of the terminology may not be universally understood, for example “General 

Government Sector”, “boundary of budget sector” and “system of national accounts”. 

We believe that these terms will need to be defined or explained so that the Board’s 

meaning is clear. 

Agenda Paper 5.1 (Other Issues: Other 

Comments—Existing Definitions in IPSASs) for 

analysis. 

027.1 

It’s ironic that “sustainability” is sometimes taken to mean just environmental sustainability, 

but governments and their agencies so far do a relatively poor job in including the long-

term fiscal impacts of environmental sustainability in their fiscal reporting.  

In paragraphs 17-26, you lay out practice guidelines for projections of outflows and inflows.  

These all seem fine.   We agree that it is important to report on the changes in projections 

between reporting dates along with the reasons.  We have found that changes in the 

business cycle and policy settings (not forgetting changes in projection methodologies and 

supply and demand parameters) at the start of the projections can have a profound effect 

on the long-term levels of, say, net debt as a ratio of GDP and these changes should be 

Paragraph 4 states that: “environmental sustainability 

is not directly within the scope of this RPG.  However, 

it is important that the financial impact of 

environmental factors is taken into account in making 

projections and assessing the long-term fiscal 

sustainability of an entity.” 

No change is proposed. 
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transparent. 

027.2 
As non-accountants, we would like some examples of items not traditionally in a balance 

sheet mentioned in paragraph 23 (contingent liabilities?). 

Future tax receipts is an example of an item not in the 

statement of financial position and guidance on how to 

present these inflows in the projections is given in 

paragraph 23. 

No change is proposed. 

027.3 
A minor point: The draft mentions deficits in paragraph 30.  In anticipation of happier times, 

we suggest you use the more neutral term “balance.” 

See comments for respondent 7.1 in SMC 2. 

027.4 
Finally, the recommendations could be tightened a little by putting some of the reasons for 

the recommendations into the “basis for conclusions” appendix. 

See comments for respondent 3.2. 

029.1 

 In addition to the two types of public bodies where there are current problems – sub-

national entities, such as some trusts, and sovereign governments unable to service 

their debt – a third category should be considered.  This would be the consideration of 

governments, especially municipalities that have balanced efforts in sustainability 

including the environment, social equity and the economy.  While the emphasis is on 

not meeting obligations we should also look at benefits exceeding obligations. 

Staff considers that these types of sub-national entities 

are included in the scope of the proposed RPG where 

they have users.   

See Agenda Paper 5.1 (Other Issues: To which 

Entity should the Proposed RPG apply?) for a 

proposal relating to two categories of entity. 

029.2 

 Reporting Boundary Section, page 6, paragraph 13 – Consider including explanatory 

language that the budget is primarily concerned with fiscal discipline in the short or 

medium-term while fiscal sustainability is concerned with the long-term. 

A brief explanation of the purpose of a budget could be 

included the proposed RPG. 

Consider including an explanation of the purpose 

of a budget in the proposed RPG. 

029.3 

 Presenting Projections of Prospective Inflows and Outflows, pages 7-8 –  

 Paragraph 18 could be improved by including independent credit evaluations 

(e.g. rating firms such as Moody’s and, S&P) of similar public entities as an 

additional model to reduce reporting costs.  These evaluations are a type of 

sustainability report, although focused on the senior obligations they are 

Staff considers that this is an unnecessary detail—

entities for which this is relevant will disclose this 

information. 

No change is proposed. 
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addressing.  Nonetheless, they are of value.  

029.4 

 While we acknowledge that relevant time periods differ across entities, we 

believe the definition should at least somewhat limit the extent to which it can be 

interpreted.  The “long-term” can be interpreted as anything beyond the 

budgetary or financial period, so we believe this guideline could benefit from 

more clearly defining this period of time.   

See comments for respondent 36.3 in SMC 3. 

029.5  Consider including Gross Domestic Product (GDP) in paragraph 20. See comments for respondent 1.4. 

030.1 

1/ The IPSAS Board's document could more usefully have reiterated and 

commented on the current French and European practices and indicators already 

mentioned in our response to the Consultation Paper on this topic of 11 June 2010. 

With this in mind, I would like to again mention that the European Commission publishes a 

report on long-term fiscal sustainability last updated in November 2009. This report is 

based on macroeconomic assumptions discussed between EU Member States in the 

context of the "Ageing" Working Group of the Economic Policy Committee (EPC). Based 

on population projections and assessments of the impact of ageing on pension, 

unemployment, healthcare, dependency and education expenditure, the Commission 

publishes updated financial indicators (in percentage points of GDP) through to 2060. The 

stability programmes of the Member States present these indicators which may be updated 

in light of the most recent work of the Commission. 

This report was mentioned in the Consultation Paper 

issued in November 2009.  Further indicators could be 

included in paragraph 20. 

Consider including further indicators in 

paragraph 20. 

030.2 

Moreover, besides information provided pursuant to the stability and growth pact, the 

French Government is required to submit to Parliament, twice a year, an assessment and 

projection of French public finances in the medium term: 

- Article 50 of the constitutional bylaw on budget acts (LOLF) provides that an 

economic, social and financial report (RESF) is enclosed with the budget bill 

every year. This report presents ''for at least the four years following the tabling of 

the budget bill, projected growth in revenue, expenditure and the balance for all 

The reference to social benefits in paragraph 3 was 

inserted, because of the significance of such 

programs.   

No change is proposed. 
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the public administrations detailed by sub-sectors and expressed in accordance 

with national accounting conventions, with regard to France's European 

commitments". This also applies to the social security finance bill (PLFSS) which 

contains an appendix providing a four-year projection of the accounts of 

organisations falling within the scope of the PLFSS. These projections are 

consistent with those contained in the stability programme; 

- Article 48 of the LOLF concerning the public finance policy debate (DOFP) 

provides that "with a view to Parliament’s deliberation of and vote on the following 

year's budget bill, the Government presents, in the last quarter of the ordinary 

session, a report on developments in the national economy and public finance 

trends comprising: 

o 1° An analysis of economic developments observed since drafting the 

report mentioned in Article 50; 

o 2° A description of its economic and fiscal policy guidelines with regard 

to France's European commitments; 

o 3° A medium-term evaluation of the State's resources and charges 

broken down by main functions (…)". 

035.1 

Relationship to other current IPSASB projects 

It would be worthwhile for the IPSASB to consider the links between fiscal sustainability 

reporting and other areas of general purpose financial reporting that it is presently 

addressing – in particular, financial statement discussion and analysis, and service 

performance reporting.  Information reported under all of these projects could be clearly 

linked.  For example, where service performance reporting is likely to emphasise 

information concerning the current reporting period and, to some degree, the short-term 

future, the service capacity dimension of fiscal sustainability reporting could extend this 

information over the long-term horizon.  Therefore, entities reporting information under 

requirements or guidelines arising out of one or another of these projects might be 

Financial statement discussion and analysis and 

service performance reporting both have a historical 

focus.  

No change is proposed. 



 Long-Term Fiscal Sustainability Respondents’ Comments 

 IPSASB Meeting (September 2012) 

 Agenda Item 5.2 

 Page 109 of 114 

Response 

# 
Respondent Comments Staff Comments 

Other Comments 

expected to report information under all of them. 

The linkage between all of these projects that are addressing financial reporting beyond 

the current scope of general purpose financial statements might be derived from identifying 

in the Conceptual Framework the types of information that would serve the objectives of 

financial reporting.  For example, information about liquidity, sustainability and flexibility in 

various dimensions and timeframes may respond to the objectives, providing a platform for 

linking the different reporting threads.  At present, the developing Framework largely refers 

to these different areas as separate information needs of users of financial reports.  A 

better articulation of the linkages would be useful. 

The AASB recognises that reporting information about LTFS is an evolving area, and 

further experience with such reporting will provide further insights into the ways in which 

the information can best be communicated and the part with which financial reporting can 

assist. 

035.2 

Recommended Practice Guidelines 

The AASB supports the issue of Recommended Practice Guidelines at this stage.  The 

AASB also proposes that the IPSASB consider at a later stage whether to make the 

requirements mandatory for entities that exhibit the characteristics set out in paragraph 15, 

i.e. that have the power to change their revenue sources and their policies on the provision 

of goods and services. 

The AASB considers that non-mandatory Guidelines do not require an effective date.  As 

soon as they have been published by the IPSASB, it is up to each entity that reports LTFS 

information thereafter to decide whether to disclose the degree of compliance with the 

Recommended Practice Guidelines.  An entity that considered it needed more time and 

experience with the subject matter before reporting its compliance with or departure from 

the Guidelines could simply choose not to report any comparison until it was ready to do 

so.  An effective date therefore would not be useful. 

Agree.  The proposed RPG does not have an effective 

date for reasons similar to those expressed by this 

respondent. 

No change is proposed. 

035.3 Presenting projections of prospective inflows and outflows Comment only, no action necessary. 
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The AASB supports the flexible approach in the ED to the presentation of LTFS 

information.  The AASB had opposed the dichotomous approach in the Consultation Paper 

that LTFS information in GPFRs should be presented either through additional statements 

for details of projections or as summarised projections in narrative reporting.  The 

important point is that guidance on LTFS reporting: 

(a) should not be too prescriptive as to the form of presentation of information about 

LTFS in an entity’s general purpose financial reporting; and 

(b) should focus on whether an entity’s GPFRs, collectively, provide all of the 

information that is useful to users of the entity’s GPFRs for accountability and 

decision-making purposes. 

35.4 

Paragraph 20 refers to “a combination of narrative reporting, graphical presentation and 

the use of indicators”.  It is not clear that these are distinct forms of presentation, and it 

would be better to use an alternative description. 

Consider revising this paragraph and making 

references to the type of presentation consistent 

through-out the proposed RPG. 

35.5 

Paragraph 22 refers to the risk of LTFS information presenting a misleadingly favourable 

picture, and indicates that consistent formats are important in this regard.  The AASB 

considers that, as also noted in the paragraph, it is the explanation of changes in format 

that would be important.  Consistent formats per se cannot reduce any skewness in the 

LTFS information; indeed, consistent formats may serve only to maintain any skewness in 

the presentation of the information.  The wording should be revised to avoid this difficulty. 

Consider revising paragraph 22. 

35.6 

Paragraph 23 also needs to be redrafted.  It begins by referring to assets and liabilities 

recognised in the statement of financial position, and the assessment of short-term 

solvency – but including unrecognised assets and liabilities.  It concludes with a reference 

to obligations and inflows that may not be settled for many years, however some of these 

will be recognised in the statement of financial position in any case.  The logic of this 

paragraph is unclear, and the message needs to be clarified. 

Agree. 

See comments for respondent 11. 

35.7 Definitions of indicators See Agenda Paper 5.1 (Other Issues: Other 
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The glossary in Appendix A to the proposed Guidelines defines various terms in 

accordance with GFS and other statistical sources.  Therefore, it is uncertain whether it is 

intended that the calculation of such indicators should be in accordance with statistical 

requirements or IPSAS requirements.  The AASB supports the latter approach.  For 

example, ‘net worth’ is defined as total assets less total liabilities.  This should be based on 

assets and liabilities as addressed in IPSASs, since there are differences between 

accounting standards and statistics on the scope of both assets and liabilities. 

Comments—Definitions) for analysis. 

036.1 

Financial Obligations 

Paragraph 3 states that, "the scope of this RPG includes all an entity's projected flows and 

is not limited to those related to programs providing social benefits." However, the GASB 

staff is concerned with the proposal's failure to specifically mention the obligations 

associated with an entity's programs, including social benefits in other sections of the 

document. Although the proposal recommends the use of indicators related to debt, it is 

not specific in its recommendations of providing projections of financial obligations 

including not only debt, but also pensions and other postemployment benefits. Further, the 

definition of "total gross debt" provided in Appendix A does not appear to include 

obligations for pensions, other postemployment benefits, or social benefit programs as it 

states that, "A debt instrument is a financial claim that requires payment of interest and/or 

principal by the debtor to the creditor at a date, or dates, in the future." 

Consider revising proposed RPG so that it is clear 

that LTFS Report needs to include explanations 

relating to all outflows. 

See Agenda Paper 5.1 (Other Issues: Other 

Comments—Definitions) relating to definitions of 

debt. 

036.2 

Paragraph 20 states that, "A single presentation approach is unlikely to satisfy the 

objectives of financial reporting." Although the GASB staff agrees with this statement, we 

believe that projections of financial obligations should be considered core information 

necessary to be provided for users to assess fiscal sustainability. Further, if inflows and 

outflows are projected on a cash basis, it is possible that financial obligations would be 

increasing if actual outflows are not made in sufficient amounts to meet the annual 

obligations as they come due. Without a projection of these total obligations, a user would 

not be informed of this failure which could influence their decision-making processes. 

See Agenda Paper 5.1 (Other Issues: Other 

Comments—Definitions) for analysis. 
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Definition of Inflows 

The GASB staff believes that the definition of inflows provided in paragraph 7 is confusing 

as to what basis (cash or accrual) should be used when projecting inflows. Although it 

states that they are cash or cash equivalents, it also states that they are "projected to 

accrue" which may imply accrual basis to some. The GASB staff recommends the use of 

the cash basis of accounting for projecting both cash inflows and outflows. 

37.1 

However, we also believe that it is important that the RPG not overemphasize the 

importance of sustainability to the exclusion of all else – for example the performance of 

government programs. Some programs need not be sustainable as their need is short-

lived. Some programs may not be sustainable because of economic considerations that 

require a re-prioritization of where/how resources are applied.  

To illustrate, an extreme example might be “sustainable” roads paved in indestructible 

materials while people are dying in the streets. Some mention of this necessary balance 

between sustainability and levels of performance should be included in the final RPG, 

perhaps in the Definitions area of the RPG, after or part of paragraph 8. 

For example, text could be added that states: 

“Ideally, it is expected that, over time, the sustainability of programs will be balanced with 

the performance of programs and resource re-allocations made accordingly.  However, 

sustainability reporting under this Guideline is assumed to be based on projections of 

current policies over a pre-determined time period.” 

The objective of the proposed RPG is to provide 

guidance so that an entity can prepare a GPFR on the 

long-term sustainability of its finances and the 

projections are based on current policy.  The 

performance of programs is outside the scope of this 

project.  The re-prioritization of programs may be 

relevant where an entity finds that its current policies 

are not sustainable and wishes to outline options for 

returning to sustainability. 

No change is proposed. 

37.2 

(iii) Introduction to RPGs  

An introduction to Recommended Practice Guidelines is needed to explain their objectives, 

their authoritative status (e.g., non-GAAP, non-mandatory). This is done in the ED in 

paragraph 2 and also in the “At a Glance” document but needs to be a permanent part of 

the International Handbook and not just in one RPG. The Introduction to Statements of 

Recommended Practice in the Canadian Handbook might be a good reference. 

A separate introduction to the RPG section in the 

IPSASB Handbook is unnecessary because each 

RPG will include an objective and its authoritative 

status. 

No change is proposed. 
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37.3 

Paragraph 7, “long-term fiscal sustainability” definition 

The dimensions of long term fiscal sustainability set out in paragraph 27 include fiscal 

capacity, service capacity and vulnerability.  However, the definition of long-term fiscal 

sustainability in paragraph 7 mentions only service delivery and financial commitments. For 

consistency, some reflection of the notion of vulnerability should appear in the “long-term 

fiscal sustainability” definition.  [see also paragraph BC8] 

Respondent 29.2 in SMC 2 also raises this point.  

However, it is not appropriate to reference the 

dimensions of LTFS directly to the definition of LTFS 

as entities need the flexibility to include other 

dimensions where necessary. 

No change is proposed. 

37.4 

Paragraph 7, “outflows” definition 

We assume that the “expenditures” included in this definition include capital expenditures.  

Paragraph 33 mentions that the dimension of service capacity for capital intensive activities 

includes the assessment of infrastructure lives and replacement cycles in order to ensure 

that net outflows on property, plant and equipment are recorded.  However, this is the only 

mention of capital in the RPG.  It is not entirely clear in the RPG how capital expenditures 

fit into an assessment of sustainability of a public sector entity.  The condition of capital 

assets (including maintenance and replacement), such as major infrastructure networks, 

and the ability of such assets to continue to deliver government services over the long term 

may be more relevant sustainability information with respect to capital than including 

capital expenditures in outflow projections for programs. 

The treatment of capital expenditure could be clarified 

in the “Presenting Projections of Prospective Inflows 

and Outflows” sub-section. 

Consider clarifying the treatment of capital 

expenditure in the projections. 

37.5 

Paragraph 30 –net debt as a percentage of revenue 

We believe that this indicator is just as important at the national whole of government level 

as it would be for a sub-national government. 

Paragraph 30 gives examples of indicators that may 

be relevant to different levels of entity. 

No change is proposed. 

37.6 

Appendix A, Glossary –“Net financial worth” 

Are non-financial liabilities defined in the IPSAS?  They are the corollary of “financial 

liabilities” so a definition that mentions “financial liabilities” almost presumes their 

existence.  Are financial liabilities defined in the Government Finance Statistics Manual 

2001?  If so, then maybe a footnote with the definition would help. Or are all liabilities 

“financial liabilities”? 

See Agenda Paper 5.1 (Other Issues: Other 

Comments—Definitions) for analysis. 
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37.7 

Alternative view included in ED 

This is a precedent for the IPSASB.  We would suggest that it should be a one-time event 

reflecting the fact that creation of RPGs was not considered until a later stage of the 

project.  We would suggest that such views be only explored at the consultation paper 

stage in the future as the nature of an exposure draft is to reflect the proposed content of 

the final Handbook material.  We do not believe that it would be appropriate to include an 

alternative view in a final published standard/guideline. 

It became policy for the IPSASB to include an 

Alternative View (where a Member expresses such a 

view) in Exposure Drafts at the IPSASB’s November, 

2010 meeting (Agenda Item 1.6).  It was also agreed 

that Alternative Views would not be included in final 

documents.  ED 46 is the first Exposure Draft where 

an Alternative View was expressed since this policy 

was agreed. 

38 

We are pleased that IPSASB has gone down a practice guidance route rather than issuing 

a standard for the reasons set out in our response to the previous consultation. The 

guidance provides a helpful framework for providing public entities with information on how 

to supplement the financial statements and performance with complementary information 

on long-term fiscal sustainability.  

However, there is the issue of timing to consider, in particular, whether it is sensible to 

disseminate such general guidance in a period of fiscal uncertainty and large public sector 

deficits as reflected by the recent UK Whole of Government Accounts. The guidance might 

be better received as lessons learnt when the economic climate has settled down. 

The proposed RPG will be issued once the IPSASB 

finishes its deliberations on the responses it received 

to the Exposure Draft. 

No change is proposed. 
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