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DATE: AUGUST 11-12, 2008 

TO:  IAESB 

FROM: MIKE HATHORN 
CHAIR, INTERNATIONAL PUBLIC SECTOR ACCOUNTING 
STANDARDS BOARD (IPSASB) 

SUBJECT: INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS 
BOARD REPORT  

 

Section 1 Report Overview 

1.1 This report outlines the standard setting activities of the International Public Sector   
Accounting Standards Board (IPSASB) since my last report to the IFAC Board dated 
May 14, 2008 and my presentation to the Board on 6 June 2008.  

Section 2 Meeting Updates 

2.1 The IPSASB had a successful meeting in Moscow, Russia June 16-19, 2008.   The 
Russian visit concluded with a meeting with the Deputy Minister of Finance, 
representatives from the local Institute (IPAR) and officials of the Ministry of Finance. 

2.2 The technical agenda for the meeting covered a final draft of a Consultation Paper for  
phase 1 of the Public Sector Conceptual Framework project (discussed further later in 
this report) and papers on Financial Instruments, Entity Combinations, Borrowing Costs 
and Intangible Assets. 

2.3 The IPSASB will meet next in Zurich, Switzerland - October 28-31 2008. 

Section 3 Significant Project Status/Updates 

3.1 The IPSASB is committed to converge as of December 31, 2009 with IFRSs that have 
been approved as of December 31, 2008. There are 3 major projects underway for which 
the IASB has standards which the IPSASB has not yet addressed. Significant staff 
resources and IPSASB agenda time will be devoted to these over the next year. At the 
June meeting the following matters were discussed related to these projects: 

• Financial Instruments: The IPSASB is in the process of developing IPSASs that 
converge with IAS 32: Financial Instruments: Presentation, IAS 39: Financial 
Instruments: Recognition and Measurement and IFRS 7: Financial Instruments: 
Disclosures.  Staff will develop a paper on public sector issues for consideration at 
the October 2008 meeting; 

• Intangible Assets:  The IPSASB approved a project brief for a converged public 
sector version of IAS 38, Intangible Assets and SIC 32, Web Site Costs.  The key 
public sector specific issue is rights granted by statute/legislation, for example, the 
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right to tax, and whether these meet the definition of an asset.  An exposure draft of 
an IPSAS based on IAS 38 is planned for approval at the IPSASB’s October meeting; 
and 

• Entity Combinations: The IPSASB confirmed its commitment to develop an IPSAS 
converged with IFRS 3 Business Combinations for combinations which are exchange 
transactions not under common control.  It also decided that exchange transactions 
under common control are sufficiently rare in the public sector that they do not 
warrant further consideration at this stage.  However, the Board considered 
combinations which are non-exchange in nature to be a significant public sector 
transaction warranting development of separate guidance.  An exposure draft of an 
IPSAS based on IFRS 3 and a discussion paper on non-exchange combinations are 
planned for approval in February 2009. 

3.2 Public Sector Conceptual Framework: The IPSASB has reached a milestone on this 
flagship project.  In June, they gave approval in principle to issue a Consultation Paper 
covering the four Phase 1 components of the project - objectives of general purpose 
financial reporting, scope of general purpose financial reporting, qualitative 
characteristics of financial information included in general purpose financial reports and 
the reporting entity. The Consultation Paper should be issued for public comment by the 
end of September 2008 with a response period of six months.   The Board also discussed 
Phase 2 of the project which addresses definition and recognition of elements. Staff 
support for Phase 2 is being provided by the CICA. A first draft of a Phase 2 Consultation 
Paper is planned for consideration in October 2008. 

Section 4 Critical Environmental Issues 

IPSASB/IASB Liaison Committee Meeting 

4.1 The Joint IASB/IPSASB Liaison Committee met for the first time on 21 July 2008.  The 
IPSASB Chair, Deputy Chair, Erna Swart and Public Member, Andreas Bergman met 
with board members from the IASB, Sir David Tweedie and Warren McGregor.  

4.2 The Joint IASB/IPSASB Liaison Committee has been established to improve 
understanding at board member level and enhance current and strategic development 
between the two boards.  

4.3 Key outcomes from the discussions were: 

• The Liaison Committee should meet two/three times a year depending on whether 
there was business. The next two meetings would be held in November 2008 and 
March 2009 with specific matters for discussion.  Further meeting dates, perhaps on 
the same or other issues, will be decided upon at the end of each planned meeting; 

• The meeting agreed that the Liaison Committee must actively consider the possibility 
of divergence in the area of liabilities (private sector) and obligations (public sector).  
To this end, it was agreed the Committee should meet again in  November 2008 when 
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the Committee will receive papers from the IASB on their definition of liabilities and 
from the IPSASB on our definition of obligations in the context of our long term 
sustainability project; 

• The Committee agreed that a meeting be held in March of 2009 to discuss the 
IPSASB concerns about GBEs after the publication of the September 2008 
Consultation Paper on the Conceptual Framework and discussions with the IMF and 
Euro stat; 

• The IASB would identify a link person within the IASB with whom we would raise 
issues etc; 

• Joint project working was recognized as sensible and topics such as the IASB’s 
Government Grant Standard and Taxation Standard were seen to be possible 
immediate areas of interest; 

• The Committee agreed that it would be sensible to work together with national 
standard setters on matters affecting the not-for-profit sector.  The Committee 
recognized the importance of IPSASB as an international standard setter in its own 
right and not just an observer; and 

• The IASB will review their constitution regarding their scope and ‘joint’ working 
arrangements.   

4.4 All members of the Committee felt that the meeting had been very productive and has set 
the scene for even closer co-operation.   

IPSASB Strategy – Australia/New Zealand 

4.5 I attended the joint meeting of the Australian and New Zealand Accounting Standard 
Setters on 30-31 July 2008.  Whilst in New Zealand, I was given the opportunity to have 
meetings with the New Zealand Minister of Finance – Dr Michael Cullen; the New 
Zealand Auditor General – Kevin Brady and the Secretary to the New Zealand Treasury – 
John Whitehead.  All of the meetings were very productive in cementing the strong 
relationship between the IPSASB and the New Zealand government as funders and 
leading adopters of accrual accounting.  There is every reason to believe that New 
Zealand will become adopters of IPSASs in due course. 

4.6 I also learnt during my visit that the Australian Accounting Standards Board has decided 
that it would be desirable for the AASB to be able, and the Board’s long term expectation 
is that it will be able, to adopt IPSASs for application by Australian public sector not-for-
profit entities.  This is on the basis that the IPSASs will be the most relevant and 
appropriate standards for those entities because the IPSASB will continue to base IPSASs 
on IFRSs, departing from IFRSs only to the extent appropriate for public sector issues 
(consistent with transaction neutrality principles).  
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Communications 

4.7 The IPSASB has developed a communications plan that focuses regionally in order to 
target communications activities and balance scarce resources with need. Several 
IPSASB members have agreed to take on responsibilities within each of IFAC’s 
designated global regions with the goal of facilitating promotion opportunities 
proactively. Each of these members has developed a communications strategy for their 
region which is being implemented in collaboration with the Technical Director.  

4.8 In July 2008, staff spoke at the Konferensi Sektor Publik in Jakarta, Indonesia where 
there is considerable interest in adoption of Indonesian public sector standards based on 
IPSASs as part of broader financial management reform.  A collaborative effort between 
The Audit Board of the Republic of Indonesia, The Indonesian Institute of Accountants 
(IAI) and CPA Australia, the Konferensi was a unique outreach opportunity for the 
IPSASB to provide important support to Indonesian efforts for reform as well as to 
develop relationships further in the region, including the Malaysian Institute of Chartered 
Accountants. Feedback has been extremely positive and future outreach engagements are 
anticipated. 

4.9 I will be attending a meeting in support of the Institute of Certified Public Accountants of 
Kenya in Nairobi with senior officials of local and central government in Kenya.  This 
meeting will be supported by the World Bank and will recognize the adoption of IPSASs 
by local government and promote the use of IPSASs by central government.  This 
meeting will be followed by my participation in a seminar in Johannesburg in support of 
the Institute of Chartered Accountants of South Africa and support the ongoing adoption 
of IPSASs in South Africa.  Both meetings are indicative of the great interest and strong 
desire of African nations to adopt accrual accounting. 

4.10 I presented to the IFAC Developing Nations Committee on 16 July 2008 in Amsterdam.  
I found the Committee very receptive to the issues faced by developing nations in the 
adoption of cash and accrual accounting and there were several areas of common interest 
and actions which could be taken in support of the public sector in developing nations.  
Equally important was the opportunity to meet informally and develop understanding 
with individual committee members. 

Section 5 International Relations & Communications 

5.1 We continue to work on a very demanding schedule for promotion and communications 
activities for the IPSASB and are finding that interest in our work is increasing and with 
it we are receiving many more invitations for speaking engagements. In addition to the 
events highlighted above, the following events were or will be attended by staff or 
IPSASB members since my last report: 

• Canadian Comptroller’s Conference (Quebec City, August 18-22); 
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• 18th Brazilian Accounting Congress – Panel Discussion – Public Sector Accounting – 
Challenges and Perspectives of the Convergence to international Standards (August 
24-28); 

• NSS Meeting (Paris, September 9); 

• World Standard-Setters Meeting (London, September 10-11); 

• 6th Workshop on Pensions in International Organizations – OECD (Paris, October 6-
7); 

• International Colloquium on Financial Management for National Governments 
(Philadelphia, October 7-10);  

• INFONEX – Public Sector Accounting and Reporting (Ottawa, October 21-22); 

• European Commission/FEE Accrual Accounting Conference ( Zurich, October 23-
24); and 

• UNCTAD IPSAS training session (Geneva, November 3). 

Section 6 Operations & Other Matters 

6.1 The IPSASB’s current staff complement is: 

• Technical Director (Toronto); 

• 1 Deputy Director (UK/Toronto); 

• Senior Technical Manager (Toronto); 

• 1 Senior Advisor (Australia); and 

• 3 Technical Managers (2 in Toronto, 1 in New York) 

6.2 Former Senior Technical Manager, John Stanford, has taken on the role of Deputy 
Director to the IPSASB.  John will split his time between the UK and Toronto.  New 
additions to the Toronto team include Senior Technical Manager Joy Keenan who brings 
18 years of standard setting experience from the CICA, 7 of those in auditing and 
assurance and 11 years with the Public Sector Accounting Board.  Finally the Toronto 
office warmly welcomes the long anticipated arrival of Technical Manager Qi Chang - on 
secondment from the Ministry of Finance, People’s Republic of China.  As highlighted in 
past reports, China has been extremely supportive of the IPSASB, most notably by 
providing seconded staff.  This is the third secondee provided by China. 


