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Introduction

The PSC’s current activities are focussed on the
development of International Public Sector Accounting
Standards (IPSASs) for financial reporting by governments
and other public sector entities.  The PSC met in mid
November 2001. The following is an update on that
meeting.

The Attachment to this Update summarizes the IPSASs
issued to date and the exposure drafts currently on issue.

PSC Operations in 2002 and Beyond

The PSC Chairman noted that he had advised the IFAC
Board of a range of matters relating to the future operations
of the PSC, including the establishment of a Consultative
Group and Steering Committees, and potential
developments in PSC governance arrangements and
operating mandate.

The PSC confirmed that it would reactivate its Consultative
Group and commenced the process of considering the terms
of reference and potential membership of such a Group. The
PSC will continue its considerations at its next meeting.
Those interested in joining the Consultative Group should
contact Jerry Gutu at IFAC (jerrygutu@ifac.org ).  

Steering Committees will play a major role in developing
key PSC projects. The PSC agreed the terms of reference
and broad operating procedures of Steering Committees and
considered project briefs on a number of high priority public
sector issues.  The PSC agreed to establish Steering
Committees on the following priority issues in 2002:

•  Non-Exchange Revenue;
•  Social Policy Obligations; and
•  Budget Reporting.

It is intended that Steering Committees comprise non-PSC
members to broaden the expertise and experience involved
in the standards setting process.  Persons interested in
appointment to any of these PSC Steering Committees
should contact the PSC Chairman or Director of Public
Sector Accounting Standards.  (Please note, at this time the
PSC cannot provide financial assistance to support
attendance at Steering Committees.)

Funding and Work Program

The PSC confirmed that, in addition to issues noted above,

its work program for 2002 would include projects on 
impairment of assets; related parties (ED 20); provisions,
contingent liabilities and contingent assets (ED 21); and that
it would consider a project proposal on accounting for
development assistance.

The PSC continues to seek the additional funding necessary
to support the standard setting program, including support
for participation on Steering Committees. 

Seminar

Following the PSC meeting, members participated in a
round table discussion with key funders and constituents
including the World Bank, IMF, Asian Development Bank,
Inter-American Development Bank, INTOSAI and USAID.
Participants noted that the PSC needs to service a diverse
constituency that includes governments striving to
implement more comprehensive cash basis reporting as well
as those implementing and transitioning to the accrual basis
of accounting.  The PSC was pleased with the support it
received for its progress to date, its proposed restructuring
of the cash basis exposure draft (see below: ED 9 Financial
Reporting under the Cash Basis of Accounting) and its
strategy to support migration to the accrual basis.

New PSC Technical Manager

Simon Lee has finished his term of secondment to IFAC and
has returned to the Institute of Chartered Accountants in
New Zealand.  Jerry Gutu (former Accountant General of
Zimbabwe) has been appointed as the IFAC-PSC Technical
Manager in New York. 

IPSASs and EDs to be released in December 2001

The following IPSASs and Exposure Drafts of IPSASs will
be issued in December 2001:

•  IPSAS 13 Leases;
•  IPSAS 14 Events After the Reporting Date;
•  IPSAS 15 Financial Instruments: Disclosure and

Presentation; 
•  IPSAS 16 Investment Property;
•  IPSAS 17 Property, Plant and Equipment; and
•  IPSAS ED 22 Definition of a Segment: Amendment to

the Definition Proposed in ED 17 Segment Reporting.
 

mailto:jerrygutu@ifac.org
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Study to be released in first quarter 2002

The PSC continued its review of a draft of a Study titled
Transition to the Accrual Basis of Accounting – Guidance
for Public Sector Entities, which is intended to provide
assistance to public sector entities moving from the cash
basis, or a modified cash or modified accrual basis, to a full
accrual basis of accounting.  The Study identifies key issues
to be addressed and alternate approaches that can be adopted
in implementing the accrual basis of accounting in an
efficient and effective manner in the public sector.  

The Study was approved by the PSC for issue in the first
quarter of 2002.  

The Study will now be revised to incorporate decisions
made by the PSC at this meeting and prepared for
publication.  

Work in Progress

ED 17 Segment Reporting and ED 22 

ED 17 proposed that segments used for reporting financial
information internally to the governing board and senior
management should be adopted for external reporting
purposes and specified the segment disclosures that were to
be made.  

At this meeting, the PSC completed its review of the 30
responses to ED 17.  There was strong support for an IPSAS
requiring segment reporting by governments and their
agencies.    However, a number of respondents argued that
the PSC should develop a substantive definition of a
segment rather than simply relying on the segments adopted
for internal financial reporting purposes because:

•  segments constructed for internal reporting purposes
would not always be appropriate for external reporting
purposes; and

•  entities should not be able to avoid reporting
information about segments in their external reports
simply because they do not report internally on a
segment basis. 

The PSC was persuaded by these arguments.  It proposes
amending the definition of a segment such that all entities
will be required to disclose segment information in their
general purpose financial statements on a basis appropriate
for performance assessment and decision-making purposes.

This change in definition may require some public sector
entities to construct segments specifically for external
reporting purposes.  This was not required by ED 17.  The
change in the definition of a segment may have a significant
impact on some public sector entities.  Consequently, the
PSC decided that the revised definition must be subject to
exposure and comment.  However, the comment period of
ED 22, which deals with the proposed revised definition, is
shorter than usual as it addresses only a single issue within a

previously issued ED.  ED 22 will be issued in December
2001, and comments are requested by 28 February 2002.

When considering the impact of the amended definition of a
segment on entities which will need to construct segments
for external reporting purposes, readers should refer to the
disclosure requirements specified in ED 17.

ED 9 Financial Reporting under the Cash Basis of
Accounting

The PSC considered responses received on ED 9 from the
extended consultation with developing and transitional
economies (see PSC Update 3 for background to the
extended consultation) and discussed the strategy that
should be adopted for completion of the IPSAS. Members
confirmed the underlying principle that a cash basis IPSAS
should require an entity to disclose separately:

•  the receipt and payment of all the cash and cash
equivalents it controls, including amounts controlled
indirectly through “off-budget” controlled entities; and

•  expenditures made on its behalf by third parties. 

Members expressed the view that, subject to conformity
with these underlying principles, the final IPSAS should
provide greater flexibility in presentation format to:

•  enable entities to report cash receipts, disbursement and
balances in a format that was relevant for, and readily
understood by, their constituents; and

•  acknowledge that many governments have moved
beyond a pure cash basis of accounting and, in many
cases, supplement statements of receipts and payments
with schedules of accruing receipts and payments and
some other assets and liabilities.  

Members noted that a number of submissions on ED 9 had
made these points and agreed that the disclosure of relevant
and reliable supplementary information about assets and
liabilities, compliance with budgets and achievement of
service delivery objectives could usefully be encouraged.
Members also agreed to consider whether ED 9 could be
restructured as a more user friendly IPSAS.

The PSC will consider a revised and restructured draft
IPSAS on the cash basis at its next meeting.  Finalisation of
this IPSAS is not now anticipated until mid 2002.  

Next PSC meeting:  Beijing, March 25 – 27, 2002 

For further information please contact:

Ian Mackintosh, Chairman PSC (ian.mackintosh@asic.gov.au) 

Paul Sutcliffe, Director Public Sector Accounting Standards
(psutcliffe@ifac.org)   

 Jim Sylph, IFAC Technical Director (jimsylph@ifac.org) 

 Jerry Gutu, PSC Technical Manager (jerrygutu@ifac.org) 
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ATTACHMENT

Summary of PSC Standards Program Documents 

BACKGROUND PAPER and TRANSITIONAL GUIDANCE
IFAC PSC Study 11 Governmental Financial Reporting: Accounting Issues and Practices aims to assist
governments in the preparation of their financial reports and contains a detailed description of the common bases of
accounting used by governments: cash accounting (including modified cash accounting) and accrual accounting
(including modified accrual accounting). The Study also provides examples of actual financial statements prepared
under each basis.

INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS (IPSASs)
IPSAS 1 Presentation of Financial Statements sets out the overall considerations for the presentation of financial
statements, guidance for the structure of those statements and minimum requirements for their content under the
accrual basis of accounting.

IPSAS 2 Cash Flow Statements requires the provision of information about the changes in cash and cash
equivalents during the period from operating, investing and financing activities. 

IPSAS 3 Net Surplus or Deficit for the Period, Fundamental Errors and Changes in Accounting Policies
specifies the accounting treatment for changes in accounting estimates, changes in accounting policies and the
correction of fundamental errors, defines extraordinary items and requires the separate disclosure of certain items in
the financial statements.

IPSAS 4 The Effect of Changes in Foreign Exchange Rates deals with accounting for foreign currency
transactions and foreign operations.  IPSAS 4 sets out the requirements for determining which exchange rate to use
for the recognition of certain transactions and balances and how to recognize in the financial statements the financial
effect of changes in exchange rates.

IPSAS 5 Borrowing Costs prescribes the accounting treatment for borrowing costs and requires either the
immediate expensing of borrowing costs or, as an allowed alternative treatment, the capitalization of borrowing
costs that are directly attributable to the acquisition, construction or production of a qualifying asset.

IPSAS 6 Consolidated Financial Statements and Accounting for Controlled Entities requires all controlling
entities to prepare consolidated financial statements which consolidate all controlled entities on a line by line basis.
The Standard also contains a detailed discussion of the concept of control as it applies in the public sector and
guidance on determining whether control exists for financial reporting purposes.

IPSAS 7 Accounting for Investments in Associates requires all investments in associates to be accounted for in the
consolidated financial statements using the equity method of accounting, except when the investment is acquired
and held exclusively with a view to its disposal in the near future in which case the cost method is required.

IPSAS 8 Financial Reporting of Interests in Joint Ventures requires proportionate consolidation to be adopted as
the benchmark treatment for accounting for such joint venturers entered into by public sector entities.  However,
IPSAS 8 also permits – as an allowed alternative – joint ventures to be accounted for using the equity method of
accounting.

IPSAS 9 Revenue from Exchange Transactions establishes the conditions for the recognition of revenue arising
from exchange transactions, requires such revenue to be measured at the fair value of the consideration received or
receivable and includes disclosure requirements.

IPSAS 10 Financial Reporting in Hyperinflationary Economies describes the characteristics of a hyperinflationary
economy and requires financial statements of entities which operate in such economies to be restated.

IPSAS 11 Construction Contracts defines construction contracts, establishes requirements for the recognition of
revenues and expenses arising from such contracts and identifies certain disclosure requirements.
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IPSAS 12 Inventories defines inventories, establishes measurement requirements for inventories (including those
inventories which are held for distribution at no or nominal charge) under the historical cost system and includes
disclosure requirements.

Glossary of Defined Terms (IPSAS 1-IPSAS 12) identifies the terms defined in IPSASs on issue at 30 June 2001.

STANDARDS TO BE RELEASED IN DECEMBER 2001

IPSAS 13 Leases establishes requirements for the accounting treatment of operating and finance leasing
transactions by lessees and lessors. 

IPSAS 14 Events After the Reporting Date establishes requirements for the treatment of certain events that occur
after the reporting date, and distinguishes between adjustable and non-adjustable events.

IPSAS 15 Financial Instruments: Disclosure and Presentation establishes requirements for the presentation of on-
balance-sheet financial instruments and identifies the information that should be disclosed about both on-balance-
sheet (recognized) and off-balance-sheet (unrecognized) financial instruments.  

IPSAS 16 Investment Property establishes the accounting treatment, and related disclosures, for investment
property.  It provides for application of either a fair value or historical cost model.

IPSAS 17 Property, Plant and Equipment establishes the accounting treatment for property, plant and equipment,
including the basis and timing of their initial recognition, and the determination of their ongoing carrying amounts
and related depreciation.  It does not require or prohibit the recognition of heritage assets.

EXPOSURE DRAFTS/INVITATION TO COMMENT – COMMENT PERIOD EXPIRED – UNDER
CONSIDERATION BY PSC

ED 9 Financial Reporting Under the Cash Basis of Accounting proposes requirements for the preparation and
presentation of the cash flow statement and supporting accounting policy notes under the cash basis of accounting.
It includes requirements relating to the identification of the reporting entity and the structure and the minimum
content of the cash flow statement.  The comment period closed: November 30, 2000.  

ITC Impairment of Assets – In addition to these exposure drafts the PSC has published an Invitation to Comment
(ITC) on Impairment of Assets.  The purpose of the ITC is to seek comments on the appropriate accounting
treatment for the impairment of assets. It reflects the tentative position of the PSC that an impairment test should be
applied to all assets but that the cash flow test required by IAS 36 Impairment of Assets is not appropriate for assets
held by public sector entities for the delivery of goods and services rather than the generation of positive cash flows
for the entity.  The comment period closed: January 30, 2001.

ED 17 Segment Reporting proposes requirements for the disclosure of financial statement information about
distinguishable activities of reporting entities.  The comment period closed: May 31, 2001.

ED 20 Related Party Disclosures proposes requirements for the disclosure of transactions with parties that are
related to the reporting entity including: Ministers, senior management, and their relatives.  The comment period
closed: 30 November 2001.

ED 21 Provisions, Contingent Liabilities and Contingent Assets proposes requirements for the recognition of
provisions, and the disclosure of contingent liabilities and contingent assets.  The comment period closed:
30 November 2001.

Copies of all these documents are available free of charge at www.ifac.org
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