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1. OPENING REMARKS & MINUTES 

On behalf of the IPSASB, the Chair thanked the Canadian Institute of Chartered 
Accountants, represented by Ron Salole, for hosting for the meeting. 

1.1 Attendance – Toronto, Canada 

 PARTICIPANTS ATTENDEES APOLOGY/ 
NIA* 

 IPSASB Members   
1 Mike Hathorn (M) X  
  Ian Carruthers (TA) X  
    
2 Erna Swart (M) X  
  Lindy Bodewig (TA) X  
    
3 Peter Batten (M) X  
  Clark Anstis (TA) X  
    
4 David Bean (M) X  
    
5 Andreas Bergmann (M – Public) X  
  Stefan Berger (TA) X  
    
6 Marie-Pierre Cordier (M) X  
  Jean-Luc Dumont (TA)  X 
    
7 Sheila Fraser (M – Public) X  
  Stuart Barr (TA) X(except 9/08 

am) 
 

    
8 Yosef Izkovich (M)  X 
 Michael Arad (TA)  X 
    
9 Hong Lou (M)  X 
  Hongxia Li (TA)  X 
    
10 Thomas Mueller-Marques Berger (M) X  
  Viola Eulner (TA) X (9/10-11 only)  
    
11 Anne Owuor (M) X  
    
12 Stefano Pozzoli (M – Public) X  
  Marcello Bessone (TA)  X 
    
13 Bharti Prasad (M) X  
  Srinivas Gurazada (TA) X  
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 PARTICIPANTS ATTENDEES APOLOGY/ 
NIA* 

14 Ron Salole (M) X (except 9/09 
am– Tim 

Beauchamp, TA) 

 

    
15 Tadashi Sekikawa (M) X  
  Kenji Izawa (TA) X  
    
16 Frans van Schaik (M) X  
  Thomas van Tiel (TA)  X 
    
17 Ken Warren (M) X  
  Joanne Scott (TA) X  
    
 Observers   
ADB Hong-Sang Jung (O)  X 
EC Rosa Aldea Busquets (O)  X 
European 
Central Bank 

Paul Haenen (O) X  

Eurostat John Verrinder (O) X  
IASB Warren McGregor (O)  X 
IMF Abdul Khan (O) X  
IMF Sagé De Clerck,  (O) X  
INTOSAI Robert Dacey (O) X  
OECD Barry Anderson (O) X  
UN Jay Karia (O)  X 
UNDP Gwenda Jensen (O) X  
World Bank Simon Bradbury (O)  X 
    
 IFAC Staff   
IFAC Jim Sylph, Executive Director, 

Professional Standards (S) 
(by telephone pm 
9/09, Item 8) 

 

IFAC –
IPSASB 

Stephenie Fox (S) X  

 John Stanford (S) X  
 Annette Davis (S) X  
 Joy Keenan (S) X  
 Paul Sutcliffe (S)  X 
* NIA –  Not in Attendance 
(M)  Member 
(TA)  Technical Advisor 
(O)  Observer 
(S)  IFAC Staff 

The Chair welcomed Members, Technical Advisors, Observers and Staff, as well as all 
members of the public gallery. He indicated that Members Yosef Izkovich and Hong Lou 
would not be attending the meeting. 
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The Chair welcomed Jeanine Poggiolini and thanked her on behalf of the IPSASB for her 
excellent work and tremendous effort on the financial instruments project. In addition, he 
noted the IPSASB’s appreciation to Erna Swart for making Jeanine’s expertise and 
assistance available for the project. He also welcomed John Verrinder, as Eurostat’s 
official observer to the IPSASB.  

1.2 Approval of Minutes of May 2009 Meeting – Washington, DC, USA 

The minutes of the IPSASB meeting held on May, 2009 were approved subject to certain 
editorial changes. 

1.3 Communications and Liaison  

The Chair acknowledged the scale and quality of engagement with constituents by 
Members and Staff worldwide, and counted the significant progress around the world to 
encourage IPSAS adoption over the past three years as a success story. However, the 
IPSASB has noted the need for more engagement in certain countries in Europe, Asia, the 
Caribbean and Latin America. The IPSASB asked Staff to prepare a summary of the 
liaison activity over the past three years relative to the IPSASB’s strategic objective of 
promotion and communication. 

2. WORLD BANK PRESENTATION  
“Gap” Analysis (Agenda Item 2) 

The Chair welcomed the World Bank representative, Roberto Tarallo. Mr. Tarallo spoke 
on the World Bank’s diagnostic tool for benchmarking National Standards to 
International Standards. The methodology was developed to assess how well public 
sector accounting and auditing practices accord with the IFAC and INTOSAI standards, 
respectively. Dr. Andreas Bergmann was acknowledged for his continued technical 
advisory role in this endeavour. 

Some of the conclusions made in the presentation and related discussion were: 

• Accounting for financial instruments is better accommodated in accrual-based 
IPSASs than in the cash-basis IPSAS; 

• The cash basis of accounting is not feasible for special operating entities (SOEs);   

• It is important to include SOEs; 

• Adoption of accrual-based IPSASs on an incremental basis is recommended; 

• Training and adoption should go hand in hand to achieve the best results. 

The gap analysis focuses on supporting the adoption of independent, well-researched and 
authoritative accounting and auditing standards for the public sector. It is intended to 
result in:  

• Greater transparency and accountability (e.g., reliable and useful annual government 
accounts and useful audit reports); and  
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• Building better country systems, which can be used and relied upon by the 
international development community. 

At the conclusion of the session, the Chair expressed the IPSASB’s gratitude to the 
World Bank’s representative for the informative presentation.  

In addition, the Chair thanked the World Bank and the World Bank’s regular observers at 
IPASB meetings for the ongoing quality of their contributions on IPSASB projects and 
work program. 

3. INFORMATION SESSION 
Discuss Issues (Paper Tabled at Meeting) 

Members, Technical Advisors and Staff participated in an information session on the 
interaction between IPSAS 23, “Revenue from Non-exchange Transactions” and IPSASs 
dealing with the recognition and initial measurement of assets acquired in non-exchange 
transactions. It was acknowledged that there was also potential ambiguity between the 
requirements in IPSAS 23 for the measurement of liabilities and other IPSASs dealing 
with the measurement of liabilities. However, the session focused on the measurement of 
assets acquired in non-exchange transactions at initial recognition and did not discuss 
liabilities. The session was led by Jeanine Poggiolini of the South African Accounting 
Standards Board. No decisions were made at this session. 

Staff explained that some responses to ED 38, “Financial Instruments: Recognition and 
Measurement” and ED 36, “Agriculture” had expressed concerns about the interaction 
between the initial measurement requirements in both EDs and IPSAS 23.  ED 38 had 
proposed that, at initial recognition, financial assets should be measured at fair value plus 
transaction costs, except where the financial asset is measured at fair value through 
surplus or deficit. ED 36 had proposed that biological assets acquired in non-exchange 
transactions should be measured at initial recognition at fair value less costs to sell. 

It was noted that the primary focus of IPSAS 23 is the recognition of non-exchange 
revenue rather than asset and liability recognition. IPSAS 23.42 requires that assets 
acquired through non-exchange transactions are initially measured at fair value at the date 
of acquisition. IPSAS 23.43 states that this is consistent with IPSAS 12, “Inventories,” 
IPSAS 16, “Investment Property” and IPSAS 17, “Property, Plant and Equipment.” 
Commentary in IPSAS 23.13 also states that, “... If a reporting entity is required to pay 
delivery and installation costs in relation to the transfer of an item of plant to it from 
another entity, those costs are recognized separately from revenue arising from the 
transfer of the item of plant. Delivery and installation costs are included in the amount 
recognised as an asset, in accordance with IPSAS 17.”  It was suggested that some of this 
wording might be useful in clarifying the requirement in the initial measurement section 
of IPSAS 23.  

IPSAS 12,”Inventories,” IPSAS 16, “Investment Property” and IPSAS 17, “Property, 
Plant and Equipment” generally require that assets are measured initially at cost. In 
accordance with these IPSASs, assets acquired in non-exchange transactions are 
measured at fair value at the date of acquisition.   
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The primary issue is what constitutes fair value. In seeking clarification, Staff put 
forward two options: 

Approach One: Fair value equates to the purchase price; or 

Approach Two: Fair value equates to total cost, which includes the purchase price plus; 
transaction costs and other directly attributable costs.  

Approach One is an “exit price” approach and Approach Two is an “entry price” 
approach. It was noted that Approach One would be broadly consistent with the approach 
taken by the IASB in its recent discussion paper on fair value, although views were 
expressed that the IPSASB should not be constrained by this. Staff clarified that the issue 
was one of initial measurement rather than subsequent measurement, although the linkage 
between initial measurement and subsequent measurement might be further considered in 
the future. 

Staff expressed a preference for Approach One. Adoption of this approach would involve 
preparers considering transaction costs, directly attributable costs and other 
“measurement attributes” that may qualify for capitalization in accordance with specific 
IPSASs dealing with the recognition of financial and non-financial assets. Staff suggested 
that a consequential amendment to IPSAS 23 might be appropriate and provided a form 
of wording. Members noted this view but expressed concerns that any amendment of 
IPSAS 23 that goes beyond a clarification will require re-exposure of that IPSAS, and 
that the demarcation line between a clarifying amendment and one that provides new 
requirements is uncertain.   

Members also considered whether transaction costs and other attributable costs should 
include those incurred by the transferor or donor. There was some support for reflecting 
costs borne by the transferor/donor in the initial measurement. However, reservations 
were expressed about including costs not actually incurred by the reporting entity. It was 
suggested that the inclusion of costs incurred by transferors/donors could lead to 
excessive carrying amounts and that there may be impairment implications. It was also 
noted that the recognition of transferor /donor costs appeared to go beyond what was 
envisaged in the commentary in IPSAS 23.   

Members expressed a preference for Approach One. The views expressed informed the 
subsequent sessions on Financial Instruments, Intangible Assets and Agriculture. 
Members thanked Jeanine Poggiolini, a staff member of the South African Accounting 
Standards Board for preparing the paper for the session and for leading the session. 

4. ENTITY COMBINATIONS 
Review Responses to ED 41 (Agenda Item 8) 

The IPSASB considered the Staff analysis of the key issues raised from the responses to 
ED 41, “Entity Combinations from Exchange Transactions.” 



  Page 7 
 
 

Key Issue 1: ED 41 not relevant to the public sector 

Some respondents to ED 41 questioned whether entity combinations from exchange 
transactions actually occur in the public sector or occur frequently enough for the 
proposed guidance to be relevant to public sector entities. The IPSASB discussed this 
issue and generally agreed that entity combinations from exchange transactions, while 
rare, do occur in some jurisdictions and therefore this project should continue. Several 
Members highlighted that it is important to communicate this point and that the IPSASB 
has a separate project to issue guidance on public sector specific entity combinations. 

Key Issue 2: Scope limitation 

Several respondents considered that the proposed scope of ED 41 is inappropriately 
limited and identified several reasons as to why. The IPSASB discussed whether the 
distinction between exchange and non-exchange entity combinations is the most 
appropriate distinction. Concerns were raised regarding the lack of clarity of the scope as 
it is currently worded in ED 41. For example, could a local government merger, where no 
consideration is transferred, actually be an exchange transaction, because the acquirer 
receives net assets and assumes responsibilities?  The assumption of responsibilities 
could be seen as an exchange for the net assets. ED 41 does not make it clear that an 
exchange transaction relates to consideration being transferred and not the exchange of 
net assets for the assumption of responsibilities, even though the definition of a non-
exchange transaction is clear that consideration transferred is financial. Thus, local 
government mergers would not meet the definition of an entity combination from an 
exchange transaction. The IPSASB generally agreed that ED 41 should be explicit that 
local government mergers or amalgamations are excluded from the scope of ED 41 and 
that the guidance should explain that local government mergers are a public sector 
specific issue.  

Another example was discussed regarding the lack of clarity of scope in ED 41. This 
situation arises where there is an acquisition of an entity which is insolvent, such as 
where payment is made of CU1 in exchange for the assumption of net liabilities. This 
type of combination could be seen to be a non-exchange transaction and thus excluded 
from the scope of ED 41. 

The IPSASB discussed several alternatives regarding how the scope of ED 41 could be 
clarified by excluding from the scope of ED 41 the following: 

• Acquisitions that are directed or forced; 

• Acquisitions that are a result of a loss of subsidies; and 

• Acquisitions where there is no determined purchase price—although it was 
acknowledged that a lack of consideration is addressed in ED 41 as it includes in its 
scope mergers by contract alone. 

Alternatively, the IPSASB also discussed whether or not it would be easier to add 
guidance in ED 41 regarding which combinations are included in the scope (i.e., what is 
an entity combination from an exchange transaction?). It was noted that as ED 41 is a 
convergence project with a private sector standard and by its very nature ED 41 will not 
address most entity combinations occurring in the public sector. Therefore, ED 41 should 
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be explicit that entity combinations from exchange transactions are rare. Further, ED 41 
should also be explicit that its underlying assumptions relate to:  

• Entity combinations where there is a willing buyer and a willing seller;  

• An acquirer can always be identified; and  

• There are “owners” of the acquired entity.  

The IPSASB also discussed whether or not the phrase “from an exchange transaction” at 
the end of “entity combination” was a useful phrase to include and whether or not the 
notion of an exchange transaction was already implicitly embedded in ED 41, as it is 
based on a private sector standard. Additionally, a suggestion was made that the scope of 
ED 41 could be made clearer by returning to the original term “business combination” 
instead of using “entity combination.”     

The IPSASB directed the Staff to revise the wording of the scope section of ED 41 to 
include further explanation to make it clear which entity combinations would be within 
its scope. 

Additionally, a respondent raised a concern that paragraph 5 of ED 41 refers to IPSAS 3 
and the hierarchy for guidance on non-exchange entity combinations, but this reference is 
not helpful because there is currently no international or national guidance on how to 
account for entity combinations from non-exchange transactions. The IPSASB agreed 
that the reference to IPSAS 3 and the hierarchy should be removed from ED 41. 

Key Issue 3: Need for a project on goodwill 

Several respondents considered that the paragraphs relating to the treatment of goodwill 
arising from the acquisition of a non-cash-generating operation should be in the text of 
the Standard itself and not in the Application Guidance. The IPSASB agreed with this 
suggestion. 

A respondent also suggested that a separate project be initiated to review the accounting 
treatment for goodwill in public sector entities. The IPSASB agreed that this issue should 
be added to the list of potential projects to be considered as the IPSASB’s 2010-2012 
Strategic Plan is developed. Project priorities will be assessed at the next IPSASB 
meeting in December 2009. 

Key Issue 4: Changes to IAS 27 not reflected in IPSAS 6 

A respondent raised a concern regarding the fact that amendments made to IAS 27, 
“Consolidated and Separate Financial Statements” at the same time as the revision to 
IFRS 3, “Business Combinations” in January 2008, have not been reflected in IPSAS 6, 
“Consolidated and Separate Financial Statements,” either as a consequential amendment 
to ED 41 or as a separate update of IPSAS 6. The amendments to IAS 27 provide 
additional guidance which is not currently reflected in IPSASs. The IPSASB generally 
agreed that the amendments to IAS 27 need to be considered, and that this should be a 
separate project to ED 41. The IPSASB agreed that this issue should also be added to the 
list of potential projects to be considered as the IPSASB’s 2010-2012 Strategic Plan is 
developed.      
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5. IFAC IMPACT ANALYSIS 
Presentation (Agenda Item 11) 

The Chair welcomed Alta Prinsloo, Director of Governance and Operations at IFAC (via 
conference call) and Linda Lach, Consultant to the IAASB, who reported on the progress 
made in developing an impact analysis process for the standard-setting boards of IFAC. It 
was noted that an impact analysis is intended to contribute to the development of high-
quality standards by providing a systematic and structured approach to obtain information 
about the potential impacts of a proposed new standard on key stakeholders and to 
document and communicate this information. There was general agreement of Members 
with the objectives of impact analysis. 

It was indicated that although the template has been developed for the International 
Auditing and Assurance Standards Board (IAASB) of IFAC, it is recognized that 
elements of the analysis (e.g., impacts and stakeholders) would need to be adapted for the 
public sector accounting standards setting environment. Some Members highlighted that 
consideration of impact analyses developed by other accounting standard-setting bodies 
(e.g., International Accounting Standards Board (IASB) and the National Standard 
Setters) may be more relevant to the IPSASB’s process. It was noted that the IASB’s 
work had been considered in developing the IAASB’s template, and that it will continue 
to be important to keep informed on the progress of accounting standard setters in 
developing the impact analysis for IPSASB. 

A Member stressed the need for some type of post-implementation effectiveness reviews 
of standards (“field testing”), noting that such reviews are equally as important as impact 
analysis during development. Concern was expressed on whether the process would 
consider not only the impact of an individual standard, but also consideration of the 
aggregate impact when a number of standards are issued within a relatively short time 
frame, such as for IPSASB’s IFRS convergence program. IFAC staff noted this concern, 
but indicated it was not intended to be addressed in the impact analysis process. 

There was a question as to whether impact analysis would be imposing an additional step 
to due process. IFAC staff indicated that such analysis is implicit in current due processes 
of IFAC standard-setting boards; however, it is not documented. The framework 
developed would add the discipline of a formal process. A Member pointed out that 
impact analysis processes can be expensive to implement and tend to be biased in favour 
of quantitative costs. It was questioned whether such an analysis could cause a decision 
to not do a project because of the costs of compliance to a significant change outweigh 
the less-readily identifiable benefits of better information to stakeholders. 

Members expressed concern over implementing an impact analysis process at this time 
because of the IPSASB’s current stage in relation to delivery on its technical program 
(i.e., the near-term work program including a significant number of public sector issues to 
be addressed), and the current state of adoption of accrual-basis IPSASs internationally. 
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6. SERVICE CONCESSION ARRANGEMENTS 
Discuss Issues (Agenda Item 3) 

The IPSASB considered certain outstanding issues from the May 2009 Washington 
meeting relating to scope and definitions.  

Members confirmed that the proposed IPSAS on service concession arrangements 
(SCAs) was not intended to be a convergence project. Nevertheless, it was noted that the 
standard developed was intended to be the complement of Interpretation 12 of the 
International Financial Reporting Interpretations Committee (IFRIC 12), “Service 
Concession Arrangements” by providing accounting for the grantor side of the 
transaction. 

The IPSASB considered whether the proposed standard should cover other types of 
arrangements than those understood to be the focus of IFRIC 12. It was noted that IFRIC 
12 dealt with “infrastructure.” The March 2008 IPSASB Consultation Paper, 
“Accounting and Financial Reporting for Service Concession Arrangements” also 
focused on infrastructure, but also used the term “infrastructure assets and public 
property” to describe those assets within the scope. 

Members noted potential difficulties in specifically including or excluding particular 
types of assets (e.g., vehicles, specialized assets). Some Members indicated support for 
having the same scope as IFRIC 12; however a concern was expressed that IFRIC 12 
uses the term “infrastructure” without providing a precise definition. While IPSASs do 
not define “infrastructure,” IPSAS 12, “Property, Plant and Equipment” does contain 
criteria for determining whether an asset is infrastructure. It was noted that UK guidance 
was a “mirror image” of IFRIC 12, but that it tailored the definition to the public sector.   

A Member noted that if the intent is to provide a “mirror image” of IFRIC 12, it would be 
appropriate to refer to infrastructure without providing specific examples of what is 
in/out. Members stressed that it is the substance of the contractual arrangement 
underlying an SCA that should determine whether it is within the scope of the proposed 
SCA standard, or accounted for under another IPSAS, such as IPSAS 13, “Leases.”  

The IPSASB discussed briefly whether it would be necessary within the proposed 
standard to contain guidance similar to IFRIC 4, “Determining when an Arrangement 
Contains a Lease.” The IPSASB agreed to consider this as a possible future project when 
setting its project priorities for 2010-2012 at the December 2009 meeting. 

It was pointed out that if the proposed standard mirrors IFRIC 12 in terms of scope, the 
whole-of-life issue addressed in the agenda papers will no longer be a concern. If the 
scope includes a broader group of assets, the term used should be different. In addition, 
the accounting issues addressed by the proposed IPSAS would also be broader. 

The IPSASB reached a consensus that the intended scope of coverage for the proposed 
SCA standard is the same as that of IFRIC 12. The IPSASB also agreed that the criteria 
for determining control of an asset, including treatment of whole-of-life assets, should be 
the same as IFRIC 12 on those issues. The term to be used to describe the asset was 
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agreed to be “service concession asset” and it needs to be clearly indicated that it is 
intended this term be used in the same context as “infrastructure” is in IFRIC 12. 

7. LONG-TERM FISCAL SUSTAINABILITY  
Approve Consultation Paper (Agenda Item 4) 

Members considered a further version of the Consultation Paper (CP) and a number of 
key issues identified by the Chair of the Task Force on Long-Term Fiscal Sustainability 
and Staff. Further key issues were identified by Members during the session. The key 
issues discussed were: 

• Working definition of long-term fiscal sustainability; 

• Status and terminology of guidance; 

• Inconsistent use of terms for financial statements; 

• Assurance; 

• Executive summary; 

• Title; 

• Preface; and 

• Consultation period. 

A number of specific changes were also agreed. As a result of the discussions, numerous 
changes to the draft Consultation Paper were agreed. Staff summarized these and they 
will be provided to Members when the pre-ballot draft is issued for feedback. 

Key Issue 1: Working definition of long-term fiscal sustainability 

In response to the direction at the May 2009 Washington meeting to modify the working 
definition of long-term fiscal sustainability, the CP proposed the following working 
definition: “the ability of government to meet its service delivery and financial 
commitments both now and in the future.” 

Members considered a number of variants on this definition, including the removal of the 
phrase “both now and in the future” and replacement of “ability” with “capacity.” 

Discussion of the definition gave rise to a consideration of broader issues, particularly 
whether the phrase “long-term” should be retained. Views were expressed that the paper 
is also concerned with current and short-term sustainability and that the phrase “long-
term” is unnecessary and misleading. In addition, shorter time horizons are likely to be 
relevant for sub-national governmental entities such as local governments. Others felt that 
use of “long-term” conveys to readers that the paper is dealing with very lengthy time 
horizons that go beyond those with which the readership would normally be familiar. It 
was noted that the definition does not have broader implications for the paper as would 
be the case for a Standard and that its purpose is to give a readership that may not be 
familiar with the subject a general indication of the subject. It was decided to retain the 
proposed definition. 
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Key Issue 2: Status and terminology of guidance 

At the Washington meeting, Members expressed a tentative preliminary view that 
pronouncements on the broader aspects of financial reporting should be guidance rather 
than requirements. This has an impact on the wording and terminology used, which had 
been highlighted in the CP by including brackets round certain prescriptive words.  

It was suggested that IPSAS 22, “Disclosure of Information about the General 
Government Sector” might provide a template for IPSASB’s approach on the status of 
any future pronouncement on long-term fiscal sustainability. However, it was also noted 
that, although IPSAS 22 provides discretion to preparers on whether to make disclosures 
about the general government sector, disclosures are required to conform to the 
requirements of IPSAS 22 if entities decide to make such disclosures. Staff indicated that 
the appropriate approach might be to aim to produce a “non-binding framework,” which 
is the route that the IASB is taking with its project on narrative reporting.  

It was also noted that the IPSASB is currently in “consultative mode” on this project and 
that it is important to elicit constituent views, so detailed consideration of the authority of 
any future pronouncements should be deferred. Members directed that non-prescriptive 
language such as “recommend” should be used in the CP rather than prescriptive words 
like “require.” 

Key Issue 3: Inconsistent use of terms for financial statements 

It was noted that the paper uses a variety of terms for financial statements, including 
“general-purpose financial statements,” “historical financial statements” and “traditional 
financial statements.” This is likely to be confusing for readers. Members directed Staff 
to standardize references in the CP. It was noted that in the current draft conceptual 
framework paper on elements uses the term “traditional financial statements.” 

Key Issue 4: Assurance 

In accordance with directions at the Washington meeting the separate section on 
assurance had been deleted and a more concise sub-section inserted in Section Seven on 
“Ensuring the reliability of assumptions.” Members expressed reservations that this was 
still too strongly worded. In particular the word “ensuring” places too high an expectation 
on preparers. Members directed that: 

• The sub-section’s title should be shortened to “Reliability of projections;” 

• The sub-section should be organized around the theme of the steps taken to produce 
realistic and reasonable projections and their source; 

• There should be a clear statement that projections are inherently uncertain; 

• The sub-section should contain more of a user perspective, indicating that the purpose 
of the presentation of prospective information in an understandable format is to 
enable users to assess the extent of the fiscal challenge facing governments; and 

• There should be a linkage with the discussion of the consistency of assumptions in 
Section 5. 
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Key Issue 5: Executive Summary 

The overall view was that, while the substance of the Executive Summary was generally 
sound, its readability could be improved by splitting the content into smaller paragraphs. 
Consistent with the views on the body of the CP, Members directed that references to the 
global financial crisis should be limited. Members also directed that the references to 
environmental sustainability should be deleted as they were disproportionate to the 
significance of the issue in the body of the CP. Consequential changes would also be 
necessary due to modifications to the core text. 

Key Issue 6: Title 

While a number of Members were content with the title (“Long-Term Fiscal 
Sustainability Reporting in the Context of General Purpose Financial Reporting”), others 
felt that it was insufficiently clear. In particular some Members considered that the term 
“fiscal” may convey a narrow meaning for a non-native English speaking readership that 
might preclude outflows. It was decided to adopt the title, “Reporting on the Long-Term 
Sustainability of the Public Finances.” The term “long-term fiscal sustainability” would 
continue to be defined informally and used in the CP. 

Key Issue 7: Preface 

Members decided that the CP needed a preface that would reflect that its development 
arose from the social benefits project and that puts its relationship with the Conceptual 
Framework project in context. 

Key Issue 8: Consultation period 

The appropriate length of any consultation period was discussed.  The Chair of the Task 
Force and Staff proposed that, in view of the fact that much of the potential readership 
would be unfamiliar with the subject matter of the CP, a longer consultation period of, 
perhaps, six months might be appropriate. It was noted that the IASB had adopted a 
consultation period of over 6 months for its recently issued Exposure Draft on “Narrative 
Reporting.” It was decided that the response date should be April 30, 2010, which would 
allow a preliminary analysis of responses to be considered at the June 2010 meeting. 

Specific changes 

Members carried out a section by section review of the paper and directed Staff to make a 
number of editorial changes which will be reflected in the revised CP. 

The Task Force Chair and Staff again acknowledged the very significant benefits of the 
information derived from the Organisation for Economic Co-operation and 
Development’s (OECD) Fiscal Futures project. In addition, Barry Anderson, the OECD 
Observer, offered to organize a one-day seminar on the sustainability of the public 
finances on March 10, 2010, immediately following the 2010 “Accruals Symposium.” 
Members recognized that such an event would offer an important opportunity to publicize 
the CP, accepted the offer and thanked Mr. Anderson for such a positive suggestion. The 
Chair also noted that the Accruals Symposium is a key opportunity for the IPSASB to 
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interact with the community of government officials involved in financial reporting and 
budget reporting and encouraged as many IPSASB Members as possible to attend. 

Members directed that a pre-ballot draft of the CP be circulated to Members for comment 
and that a further ballot draft then be circulated for approval before the December 
meeting. 

8. FUTURE STRATEGIC PLAN – GOVERNANCE  
IPSASB’s Future Governance Strategy (Agenda Item 5B)  

In Camera Session – Minutes not for Public Distribution 

9. FINANCIAL INSTRUMENTS 
Review Responses to Exposure Drafts 37, 38 and 39 (Agenda Item 6) 

Staff presented an analysis of responses to ED 37, “Financial Instruments: Presentation,” 
ED 38 “Financial Instruments: Recognition and Measurement” and ED 39, “Financial 
Instruments: Disclosures.” It was noted that the majority of the 30 responses came from a 
small number of countries and that non-native English speakers were a minority of 
respondents. 

9.1 Strategy for Financial Instruments 

Members considered the strategy for developing IPSASs on financial instruments. Some 
reservations were expressed about continuing with the approach, which had been 
reaffirmed in Washington, of converging with IFRSs as at December 31, 2008, with some 
minor modification to reflect certain changes proposed, but not adopted by the 
International Accounting Standards Board (IASB) as at that date. It was noted that 
responses from non-native English speakers were generally not supportive of the 
IPSASB’s approach. 

One Member expressed the view that it was inappropriate to continue with the 
development of standards based on the EDs on financial instruments until the conceptual 
framework project was further advanced and, in particular there had been further analysis 
of user needs. The relevance of fair value in the public sector was also questioned and the 
Staff approach—whereby consideration of the strategy had been divorced from 
consideration of the responses to individual EDs—was challenged. It was also noted that 
the IASB had issued an ED in July 2009 on “Classification and Measurement” proposing 
amendments to IAS 39, “Financial Instruments: Recognition and Measurement”, with  a 
consultation period expiring in September, and that further EDs on impairment and hedge 
accounting were expected to be issued in the final quarter of 2009. However, the reaction 
of the European Commission and the US Financial Accounting Standards Board to these 
IASB pronouncements was still uncertain.  

A number of Members were sympathetic to these views and admitted that they were 
uncomfortable with the position that the IPSASB found itself in. They acknowledged the 
risk of the IPSASB adopting an approach to the accounting and disclosure of financial 
instruments that might be more onerous than that for the private sector. However, there 
was an overall view that delivery on the IFRS convergence objective is crucial to 
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IPSASB’s credibility as a global public sector standard setter and that the approval of 
IPSASs on financial instruments would also allow the IPSAB to take control of the future 
agenda for dealing with financial instruments. There was a general view that the IPSASB 
needs to consider both amendments to IFRSs and public sector issues as a priority in 
2010. However, caution was expressed on the need to bring a public sector perspective to 
the consideration of IFRS amendments, particularly in areas such as hedge accounting, 
where public sector considerations had been explored and approaches developed in some 
jurisdictions. These approaches would need to be considered. 

 It was also noted that the current IFRSs are in use by public sector entities in a number 
of jurisdictions and that, in such cases, issuance of IPSASs based on the EDs would have 
relatively little impact. Also, those entities that are seeking to adopt IPSASs within the 
near term would be satisfied that the IPSASs would be based on the current IASB 
requirements for financial instruments. It was considered that particular attention should 
be paid to the effective date and that, adopting an effective date in 2012 would give the 
IPSASB time to modify the approach and ensure that revisions would be in place prior to 
that effective date.  

The IPSASB therefore decided to continue with its approach to financial instruments as 
agreed at the Washington meeting and to develop IPSASs from ED 37, ED 38 
and ED 39. 

 The importance of communication was highlighted. Members considered the Staff 
proposal that there should be a press release indicating that the IPSASB was to continue 
with its strategy. Members acknowledged the benefits of communication, but also noted a 
risk of committing to changes that might not eventuate. On balance, it was decided not to 
issue a press release. It was suggested that, after the work plan discussion at the 
December 2009 meeting Staff should prepare a road map and timetable for further work 
on financial instruments. 

At the conclusion of this session, Members again thanked Erna Swart and the South 
Africa Institute of Chartered Accountants for Jeanine Poggiolini’s participation in the 
financial instruments project, and Jeanine for her exceptional work and major 
contribution to this important project. 

9.2 ED 37, “Financial Instruments: Presentation” 

Key Issue 1 (a): Election to treat financial guarantee contracts as financial 
instruments 

ED 37 distinguished financial guarantees arising from exchange and non-exchange 
transactions.  ED 37 proposed that entities should be allowed to treat financial guarantee 
contracts issued through an exchange transaction as insurance contracts, if the issuer 
elects to recognize and measure them in accordance with the international or national 
accounting standard dealing with insurance contracts. However, ED 37 proposed that 
financial guarantee contracts issued at no or nominal consideration should be treated as 
financial instruments. While a majority of respondents supported the proposal, some 
argued that there was insufficient reason to distinguish financial guarantees arising from 
non-exchange transactions and financial guarantees arising from exchange transactions. 
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Staff expressed reservations that the approach in ED 37 might permit entities to apply 
national accounting standards that are less rigorous than IFRS 4, “Insurance Contracts” 
and that do not reflect the “liability adequacy test” that underpins IFRS 4. The liability 
adequacy test requires an entity to assess whether an appropriate liability is recognized 
for its insurance obligations, and should be based on the discounted contractual cash 
flows resulting from those contracts. Staff therefore proposed that entities should be 
allowed to treat both financial guarantee contracts issued through exchange and non-
exchange transactions as insurance contracts using either: 

• The international accounting standard dealing with insurance contracts (i.e., IFRS 4, 
“Insurance Contracts”); or  

• The national accounting standard dealing with insurance contracts, but only where 
such a standard requires insurance obligations to be measured at the current estimate 
of the contractual cash flows from those contracts.  

Members considered a variant of the Staff proposal, whereby it would be required that 
financial guarantees arising from non-exchange transactions would be treated as financial 
instruments, but  a choice would  be available for exchange transactions, if the national 
standard dealing with insurance contracts mirrored IFRS 4.  

Members considered that they did not have sufficient evidence to conclude that financial 
guarantee contracts with the characteristics of insurance contracts would not arise in the 
public sector from non-exchange transactions and concluded that it therefore would be 
inappropriate to limit the options for their accounting treatment. The Staff proposal was 
therefore accepted and Staff was directed to draft the IPSAS on that basis that the 
requirement should not distinguish between financial guarantee contracts arising from 
exchange transactions and those arising from non-exchange transactions.  

Key Issue 1 (b): Wording of election in ED 37 and ED 38 

Staff highlighted that some respondents had raised concerns over the current wording of 
the election to treat financial guarantee contracts either as financial instruments or 
insurance contracts. The wording is less rigorous than IFRS 4 and does not require a 
previous explicit assertion that an entity regards financial guarantee contracts as 
insurance contracts and had used accounting applicable to insurance contracts. ED 37 
also omitted the sentence in IFRS 4 that “an issuer may make that election contract by 
contract, but the election for each contact is irrevocable.” ED 37 is therefore considerably 
more permissive that IFRS 4 and IAS 39, and, as exposed, would permit entities to decide 
at a date after adoption to elect to treat financial guarantee contacts as insurance contracts 
and to switch accounting approaches between reporting periods. Staff proposed that the 
above conditions in IFRS 4 should be adopted in the Scope section of ED 37.  

Members considered the appropriate requirements for entities that have applied IFRS 4 or 
other insurance accounting and those that are adopting IPSASs for the first time. 
Members concluded that the requirements of IAS 32 should stand (i.e., if an entity has 
previously asserted that a financial guarantee contract is an insurance contract, it should 
continue to account for such a guarantee as an insurance contract).  
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Where an entity has not made any explicit assertions about the treatment of financial 
guarantees, either because it did not apply insurance accounting, or because it did not 
apply IPSASs, it may elect to account for such guarantees either as financial instruments 
or insurance contracts.  

Members also considered whether the election should be allowed on a contract-by-
contract basis, similar to the current requirements of IFRS 4, or whether entities should 
be required to make a specific accounting policy election for financial guarantees. 
Members considered that while an accounting policy election would be conducive to a 
consistent treatment of similar transactions, the election on a contract by contract basis 
was appropriate, especially if an economic entity included operations that have different 
business models and different reasons for issuing financial guarantees.   

Members considered that the approach should take into account the needs of first-time 
adopters of accrual accounting. They therefore directed Staff to insert provisions that: 

• Permitted entities to continue to treat certain financial guarantee contracts as 
insurance contracts,  if they had previously elected to do so, and had used accounting 
applicable to insurance contracts; and 

• Allowed first-time adopters to adopt an accounting policy of treating certain financial 
guarantee contracts as insurance contracts on a contract-by-contract basis. Such an 
approach would be irrevocable. 

Key Issue 2: Transitional Provisions 

Staff pointed out that the majority of respondents had supported the transitional 
provisions in the ED. The transitional provisions do not provide relief from the 
preparation and presentation of comparative information. A minority of respondents had 
expressed concerns that the lack of relief is onerous. 

Members agreed to retain the position in ED 37. Members noted that IPSAS 3, 
“Accounting Policies, Changes in Accounting Estimates and Errors” discusses the 
“impracticality” of retrospective application of new accounting policies, but confirmed 
the decision taken at the February 2009 meeting that there should not be a cross-reference 
to IPSAS 3.  A view was expressed that the lack of relief from presenting comparatives 
should be borne in mind when determining the effective date for the suite of IPSASs on 
financial instruments. 

Other issues 

A Member expressed disappointment with Staff’s proposed response regarding the 
recommendation by one respondent that a definition of gross debt and net debt should be 
included in ED 37. It was also suggested that the references to these definitions in a fiscal 
context was inappropriate.  
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9.3 ED 38, “Financial Instruments: Recognition and Measurement” 

Key Issue 1: Concessionary Loans 

ED 38 proposed that concessionary loans should be measured initially at fair value 
(consistent with other financial assets and financial liabilities). Fair value is determined, 
primarily, by discounting the contractual cash flows of the instrument using a market 
related rate of interest. A market-related rate of interest for the loan is determined as the 
rate for a similar debt instrument, denominated in the same currency and with the same 
credit risk profile. The ED had proposed that any difference between the transaction price 
of the loan and fair value at initial recognition should be: 

• Expensed, for concessionary loans granted; or 

• Treated in accordance with IPSAS 23, for concessionary loans received. 

Staff highlighted that the majority of respondents had supported the proposed approach. 
However, a significant minority had opposed the approach, generally on the grounds that 
fair value is an inappropriate measurement basis for concessionary loans. These 
respondents had generally argued that loans should be measured initially at nominal cost 
and subsequently at amortized cost, or that the rate used to discount the contractual cash 
flows should be based on the lender’s cost of capital or borrowing.  A significant 
minority of respondents had also argued that the expensing of the difference between the 
transaction price of the loan and its fair value is inappropriate and that that any expense 
should be recognized either on a time proportion basis over the period of the loan or 
when conditions related to the loan were met, rather than as an immediate expense.  

Members considered views that: 

• Concessionary loans should be removed from the scope of ED 38 and considered at a 
later date as a public sector specific issue; 

• Fair value is an inappropriate measurement basis that exaggerates the subsidy 
component of a concessionary loan; and  

• Fair value is difficult to determine and subjective, as there is no market for many 
loans and is therefore inappropriate. 

Countervailing views were put forward that concessionary loans are not specifically a 
public sector issue and that fair value is appropriate on accountability grounds. It was 
also noted that in statistical accounting the approach is to record these loans at nominal 
cost. In the US, under Credit Reform Act accounting, it was noted that loans and loan 
guarantees are treated similarly with a discount rate based on government borrowing 
rates, but that the carrying amounts of assets in the Troubled Asset Relief Program 
(TARP) are determined using market rates, although cash flows can reflect market risk 
rather than the discount rate. On balance it was decided that the fair value measurement 
basis for concessionary loans should be retained. 

In general, Members supported the immediate expensing of the difference between the 
nominal and fair value of loans. It was argued that the initial granting of the loan results 
in the commitment of resources as a result of government policy, in the form of a loan 
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and a subsidy, on Day One. Consequently, the current requirements of ED 38 provided 
useful information for accountability purposes. Members acknowledged the view that 
some loans contained eligibility criteria, however, there were some reservations 
expressed as to whether immediate expensing is appropriate if ongoing eligibility criteria 
had to be satisfied by the recipient over the life of the loan and the entity therefore had 
some discretion over the future outflow of resources.  

As an alternative, Staff suggested ED 38 could be drafted to allow entities to treat the 
subsidy portion of a concessionary loan either by: 

• Referring to the elements in IPSAS 1 and allowing entities to use their judgment to 
determine whether the difference is an expense or an asset; or 

• Revising the wording along the lines of the following, “The difference between the 
fair value and the proceeds of a concessionary loan granted should be treated as an 
expense, unless another basis of recognition is more appropriate.”  

A majority of Members rejected these alternatives and recommended that Staff retain the 
current requirements of ED 38.  

One member also noted that ED 38 should address the circumstance when an entity 
grants a concessionary loan to a controlled entity where the difference represents an 
additional capital contribution rather than a subsidy.  

ED 38 had also provided guidance to distinguish concessionary loans and the waiver of 
debt. The approach had been supported by respondents. It was noted that the approach is 
consistent with the statistical basis of accounting. Members directed that the guidance be 
retained in the development of the IPSAS based on ED 38. 

Key Issue 2: Financial Guarantees 

The ED had proposed a three-level hierarchy that required entities to: 

1. Assess whether fair value of a financial guarantee can be determined based on the 
price in an active market; 

2. If no price is available in an active market, fair value should be determined using a 
valuation technique; and 

3. Where fair value cannot be reliably measured using either a price in an active market 
or a valuation technique, an entity should recognize a liability or disclose a contingent 
liability under IPSAS 19, “Provisions, Contingent Liabilities and Contingent Assets.” 

The majority of respondents had supported the proposed approach. Those respondents 
who disagreed had put forward views that: 

• Financial guarantee contacts should be measured at initial recognition and 
subsequently in accordance with IPSAS 19; 

•  The approach in ED 38 was too complex; and  

• The proposed hierarchy should be applied on a case-by-case basis.  
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Members acknowledged the views that the hierarchy is complex and that IPSAS 19 may 
in certain instances provide a better indication of the risk entailed in the provision of 
guarantees. They accepted that valuation techniques may be highly complex and costly 
and not produce a reliable and understandable output, particularly where the contact is 
non-standard with unpredictable cash flows and ambiguous credit risk. However, 
Members had reservations about precluding the use of valuation techniques, if entities 
can determine that the outputs are reliable.  Members therefore decided to retain the three 
levels in the ED. Staff was directed to modify the Application Guidance and Basis for 
Conclusions to reflect the above points. 

Staff noted that a number of those who favored the proposed approach had pointed out 
that the hierarchy proposed in ED 38 was not consistent with the hierarchy in IAS 39. 

Staff proposed that the hierarchy in ED 38 should be retained, but that references to Level 
1, Level 2 and Level 3 should be deleted. Members supported the Staff proposals and 
directed that appropriate amendments be made in the Application Guidance and the Basis 
for Conclusions. 

Key Issue 3: Transitional Provisions 

Staff highlighted that the majority of respondents had supported the proposed transitional 
provisions. Staff was directed to retain these provisions in the finalized IPSAS.  

Key Issue 4: Interaction between IPSAS 23 and ED 38 

Staff explained that some respondents had highlighted a potential inconsistency between 
IPSAS 23 and ED 38 on the initial measurement of financial assets and liabilities. ED 38 
had proposed that, at initial recognition, financial assets should be measured at fair value 
plus transaction costs, except where the financial asset is measured at fair value through 
surplus or deficit. ED 38 had proposed that financial liabilities are measured at initial 
recognition at fair value plus transaction costs, except where the financial liability is 
measured at fair value through surplus or deficit. IPSAS 23 requires assets to be 
measured at fair value at initial recognition and liabilities to be measured initially at the 
best estimate of the amount to settle the obligation at the reporting date.  

It was noted that the issue extended beyond ED 38 and affected other IPSASs and EDs 
dealing with the recognition of assets acquired and liabilities arising from non-exchange 
transactions. The earlier Information Session (see Agenda Item 3) had explored the issue 
and suggested some approaches to clarifying ambiguities. 

Staff highlighted three approaches for the measurement of assets: 

Approach One: Explain the interaction between ED 38 and IPSAS 23; 

Approach Two: Scope out financial assets from IPSAS 23 by a consequential 
amendment to be included in ED 38; and 

Approach Three: Develop differential accounting requirements for financial 
instruments, whereby financial assets acquired in non-exchange transactions and financial 
liabilities arising from non-exchange transactions are treated differently from financial 
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assets acquired in exchange transactions and financial liabilities arising from exchange 
transactions. 

Members supported Approach One and directed Staff to develop Application Guidance 
clarifying the interaction between ED 38 and IPSAS 23. Such guidance would be 
developed by applying Approach One as outlined in the Information Session (see Agenda 
Item 3 above). For financial assets acquired in non-exchange transactions, other than 
those at fair value through surplus and deficit, this would require the inclusion of 
transaction costs directly attributable to the acquisition. This would result in financial 
assets being measured in the same way at initial recognition, regardless of whether 
acquisition has been through exchange or non-exchange transactions. 

9.4 ED 39, “Financial Instruments: Disclosures” 

Key Issue 1: Appropriateness of IFRS 7 disclosures for the public sector 

Staff highlighted that the majority of respondents had supported the position in ED 39 
that there is no public sector specific reason to depart from the requirements of IFRS 7 by 
deleting any disclosures. They acknowledged the view that some of the disclosures, such 
as sensitivity analyses, might be onerous, particularly for controlled entities operating in 
jurisdictions where accounting expertise on financial instruments is centralized in 
Treasuries or Finance Departments. It was also noted that the Auditor-General of New 
Zealand had been critical of some of the disclosures in the New Zealand version of IFRS 
7 in his recent report, which questioned the suitability of certain provisions in IFRSs to 
the public sector, particularly for smaller entities. In the future there may be a case for 
differential reporting. Conversely, the fact that the disclosures in IFRS 7 are subject to 
materiality considerations was also emphasized. On balance, Members could not identify 
a compelling public sector reason to depart from IFRS 7 and therefore directed that the 
disclosures in ED 39 should be retained. 

Key Issue 2: Transitional provisions 

Members considered the Staff proposal that the relief from presenting comparative 
information for the disclosures on the nature and extent of risks arising from financial 
instruments for early adopters should be extended to all first time adopters of the IPSAS 
developed from ED 39. Members were not persuaded that there is a public sector reason 
for extending the relief to all first time adopters and directed that the transitional 
provisions in ED 39 should be retained. 

Key Issue 3: Disclosure on concessionary loans granted 

Members considered the Staff proposal that there should be a further disclosure 
requirement requiring entities to disclose a reconciliation of concessionary loans 
received. A disclosure requirement for a reconciliation of concessionary loans granted 
had been inserted in ED 39 as an identified public sector departure from IFRS 7. 
Members were not persuaded that, from an accountability perspective, such a disclosure 
is justified. It was therefore decided not to insert an additional disclosure requirement 
regarding concessional loans received. 
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10. INTANGIBLE ASSETS 
Review Responses to ED 40 (Agenda Item 7) 

The IPSASB considered the Staff analysis of the key issues raised from the responses to 
ED 40, “Intangible Assets.” 

Key Issue 1: Objective and scope  

ED 40 excluded from its scope powers to grant rights and to tax. Some respondents to the 
ED questioned the appropriateness of the exclusion, the manner in which this scope 
exclusion is presented and the rationale for the exclusion stated in the Basis for 
Conclusions.  

It was noted that the IPSASB had previously agreed that this issue is expected to be dealt 
with in the Conceptual Framework project. Members agreed, therefore, that paragraph 2 
should be deleted and that the exclusion in paragraph 4(f) was appropriate. However, the 
Basis for Conclusions should indicate the rationale for this exclusion is related to 
development of the Conceptual Framework. A Member also noted that based on 
constituents’ responses to ED 40, this issue should be added to the list of potential 
projects to be considered when the IPSASB’s 2010-2012 Strategic Plan is developed. 

Members also agreed that there are various types of Emissions Trading Schemes, and that 
some may result in intangible assets if they are rights acquired by an entity. Staff was 
directed to explain this better in the Basis for Conclusions. 

Key Issue 2: Transitional provisions 

ED 40 contained detailed transitional provisions based on those in IPSAS 17. 
Respondents to the ED commented that there was a conflict between paragraph 81 of 
ED 40, which prohibits recognizing intangible items previously expensed, and proposed 
retroactive treatment when an entity adopts accrual accounting. It was suggested that the 
transitional provisions need not be as detailed as those in IPSAS 17, as intangible assets 
are generally managed, whereas in the case of property, plant and equipment assets, the 
information about the assets may not have been available. It was suggested that the 
transitional provisions for cash to accrual accounting should be based on IFRS 1 such that 
the opening statement of financial position would exclude all intangible items that do not 
meet the criteria for recognition in accordance with ED 40 at the date of transition to 
accrual accounting and would include all intangible assets that do meet the recognition 
criteria. 

In addition, it was suggested that there should be a provision for first time adoption of the 
proposed IPSAS by entities already following accrual accounting to derecognize any 
intangible items that do not meet the recognition criteria and to recognize any intangible 
items that do meet the recognition criteria, provided reliable cost information is available.  

Key Issue 3a: Link between ED 40 and IPSAS 21 and IPSAS 26 

A respondent to ED 40 raised a concern about the links between ED 40 and IPSAS 21, 
“Impairment of Non-Cash Generating Assets” and IPSAS 26, “Impairment of Cash-
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Generating Assets.” A Member noted that the IPSASB had not previously considered the 
issue of indefinite useful lives. Under IAS 38, with which ED 40 is converged, there is a 
requirement to test such intangible assets annually, regardless of whether there is any 
indication of impairment. This would apply to cash-generating intangible assets. 
However, proposed consequential amendments to IPSAS 21 and IPSAS 26 would 
preserve the existing situation, with the result that non-cash generating intangible assets 
with indefinite useful lives would be treated differently from cash-generating intangible 
assets with indefinite useful lives. One Member noted that there is also an inconsistency 
with respect to assets developed and not yet put into use.   

There was some support expressed for consistency between the two; however, as 
explained in the Bases for Conclusions in IPSAS 21 and IPSAS 26, the issue was 
recognized by the IPSASB. It was noted that, in IPSAS 17, land would be an asset with 
an indefinite useful life. 

One Member highlighted that impairment consideration is part of revaluation. It was also 
noted that it is not necessary to require impairment testing in addition to the existing 
requirement in IPSAS 17 to revalue assets with sufficient regularity to ensure that they 
are carried at an amount that is not materially different from their fair value at the 
reporting date. The IPSASB agreed that no change was required on this issue, but that 
this issue should be added to the list of potential projects to be considered as the 
IPSASB’s 2010-2012 Strategic Plan is developed. 

Key Issue 3b: Intangible assets acquired in non-exchange transactions 

The IPSASB considered a concern raised by respondents that transaction costs may arise 
for intangible assets acquired in a non-exchange transaction. Members generally 
supported following the same approach as was decided for financial instruments (see 
Approach 1 under item 9.3). This would require an explanation of the interaction between 
ED 40 and IPSAS 23 in the Basis for Conclusions. 

Key Issue 4: Heritage assets 

A few respondents to the ED indicated that the guidance in ED 40 dealing with heritage 
assets was not sufficient to address this unique public sector issue. It was suggested that 
either the guidance should be expanded or it should be removed from ED 40.  

It was pointed out that the guidance provided in ED 40 is based on that in IPSAS 17, 
“Property, Plant and Equipment” with only minor changes.  

IPSAS 17 neither defines heritage assets nor requires recognition of heritage assets. It 
does include some characteristics of such assets. If heritage assets are recognized by a 
public sector entity, the IPSAS requires applying its disclosure requirements and allows 
but does not require applying its measurement requirements. 

The guidance was added to IPSAS 17 to help inform the IPSASB regarding current 
practices regarding reporting of heritage assets, preliminary to starting a standards-
development project.  
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The IPSASB agreed with the staff recommendation that the guidance provided should 
remain in ED 40, and that this issue should be added to the list of potential projects to be 
considered as the IPSASB’s 2010-2012 Strategic Plan is developed.      

Other Issues  

Members agreed that the Basis for Conclusions should clearly explain the IPSASB’s 
rationale for specifically excluding intangible assets acquired in an entity combination 
from a non-exchange transaction from the scope of ED 40. These intangible assets are 
excluded from the scope of ED 40 because ED 41 relates only to entity combinations 
arising from exchange transactions. The explanation should include reference to the 
IPSASB’s project on entity combinations from non-exchange transactions, as this issue 
will be addressed in that project. 

Members also agreed that certain additional public sector examples provided by 
respondents to the ED would be incorporated in ED 40. 

11. IPSASB/IMF JOINT TASK FORCE 
Report and Discussion of Unresolved Issues (Agenda Item 10)  

In Camera Session – Minutes not for Public Distribution 

12. FUTURE STRATEGIC PLAN – 2010-2012 PLAN 
Discuss 2010-2012 Plan (Agenda Items 5, 5A) 

The IPSASB held a preliminary strategic planning discussion intended to start the process 
of developing a strategic and operational plan for 2010-2012. The Technical Director 
outlined the goals of the session including discussing and agreeing strategic themes.  

Members initiated discussion surrounding resources, specifically the proposal to return to 
three meetings per year due primarily to funding constraints. Members noted that 
strategic decisions need to incorporate the consequences of resource constraints. It is 
important to identify what needs to be delivered and the impact on staffing and meeting 
time. This cannot be ignored since it will quite likely result in a gap that cannot be 
covered. This would then need to be addressed. 

Members expressed frustration about the lack of investment from IFAC in the IPSASB 
relative to the other boards, for example the IAASB. While the funding situation has 
improved dramatically (through external sources), there is still a sense that it lacks 
priority within IFAC, and therefore stability. Overall, Members expressed a strong view 
that more resources are needed and that any additional external funding received must not 
simply replace IFAC funding.  The need for IFAC to commit to and enhance its funding 
of IPSASB’s technical development program was stressed.  

The importance of the public sector to the big accounting firms was discussed, 
particularly in Europe, Africa, the Middle East and Asia. The Chair referred to his 
presentation to the International Regulatory Liaison Group (IRLG) in Washington in May 
2009, which was designed by IFAC to help the North American partners of the six largest 
accounting firms to understand IPSASB’s importance to their business models.  There 
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was some discussion of the possibility of increasing funding from that source to cover the 
increased business revenues to these firms from IPSASB leadership in accrual accounting 
and public sector reporting.  It was noted that whilst the accounting firms do support 
IFAC heavily, their money has, in the main, funded the IAASB.  Given the changing 
opportunities for the firms and global priorities for IFAC, the IPSASB expressed the view 
that now was a good time to press the case for a greater share of existing accounting firm 
funding. One Member thought there should be more public disclosure of the external 
funding sources in published reports.  

The interaction between government funding and their need for certain governance and 
oversight structures and processes to be in place for IPSASB was discussed.  It was noted 
that the New Zealand Accounting Standards and Research Board (ASRB) had written to 
IFAC’s CEO, with a copy to the IPSASB chair, noting that they see IPSASs as a credible 
alternative in the next 2-3 years. The letter also outlined some concerns, including the 
need for financial stability through an adequate funding arrangement, oversight and 
membership. 

One Member issued the challenge of “stepping up or down” and Members agreed that the 
IPSASB needs to “step up” and continue with quantity and quality of standards 
development. Public sector issues need to be addressed. Meeting efficiency needs to 
improve particularly if there will be only three meetings per year in the future. Members 
highlighted the need to use all meeting time more efficiently and effectively and noted 
that this is even more important going forward. The need to keep board discussions 
focused and not to revisit issues was emphasized. Improvements in the quality of the 
papers will assist in ensuring this occurs. 

The IPSASB agreed that looking ahead it is not “business as usual,” but rather a real 
opportunity to be bold and address the totality of what needs to be achieved to position 
the IPSASB as “the public sector accounting standard setter internationally.”  

Continuing to use time between meetings will be important given the overall size of the 
task and the concern that three meetings seems unlikely to be adequate to get us there. 
There is still significant work to do on IASB documents as well as public sector specific 
projects. The issue of whether a volunteer chair is sustainable was also raised. It was 
acknowledged to also be a resource issue in the longer term in terms of being able to 
change or address. Members also noted that they believe the IPSASB to be seriously 
understaffed, given the scale of the work to be done. 

The need to look at processes to achieve the future work program will need to be 
addressed over the next few months in order to be sure that meeting and staff time is 
being used more efficiently and prevent extensive debates on minor issues. The incoming 
Chair noted that he has some ideas to aid in this. The incoming Chair also noted that there 
have been some misperceptions externally that our standard setting is ‘complete” now 
that substantial convergence is imminent. This lack of understanding has been frustrating 
and clarifying this is critical for funding. Members noted that compared to the funding 
level available, the IPSASB’s work is better than it is giving itself credit for when 
benchmarking against other standard-setting boards and staffing levels. 



  Page 26 
 
 

The IPSASB discussed looking at the strategy and work program as an “investment bid,” 
in other words a “selling” document that Members can use to promote the IPSASB 
externally. The planning period is three years but looking ahead six years to see the future 
and build the credibility now to get the investment into maintaining our position as the 
public sector standard setter is important.  

To that end, the first year is about getting our house in order, enhancing efficiency and 
benchmarking against the IASB and IAASB. The strategy document should include an 
environmental scan reflecting where we are, where the world is, the effect of the global 
crisis and other environmental factors. In addition, strengths, weaknesses, opportunities 
and threats need to be considered. 

The IPSASB gave strong direction and action to staff to be able to move forward 
positively and constructively.  

Members then discussed the proposed strategic themes set out in the agenda papers.  
Some concern was expressed about the maintenance of accrual IPSASs since it is likely 
to be more extensive than it first looks on the surface. It will mean keeping the converged 
standards up to date, updating the old converged standards and updating or improving the 
existing public sector IPSASs. The public sector-specific theme should continue to 
include harmonization with System of National Accounts (SNA) where possible.  

Members wanted some idea of the totality of who is applying IPSASs and what they need 
to be able to adopt the standards. For example, the International Organization of Supreme 
Audit Institutions (INTOSAI) analysis is a place to start. This will help inform decisions 
going forward on priorities and will focus not just on accrual accounting. The IPSASB 
needs to map out what is needed. 

Members liked the proposed enhanced effort to public sector specific projects since this 
is where they see the value added.  One observer noted that many questions are raised on 
budgeting and there seem to be some who think the IPSASB should be addressing this, 
though there were mixed views among Members about this.  The need to ensure that the 
desired outcomes of the work program fit in with the Terms of Reference of the IPSASB 
was raised. 

Overall Members thought that the themes proposed could be distilled to two themes: 

• Public sector accounting and reporting standards and guidelines – includes the 
Conceptual Framework, the accrual and cash basis IPSASs, Study 14 and GFS 
questions/issues; and   

• Maintenance of standards – 22 IFRS-based and four public sector specific plus the 
cash basis IPSAS. 

Communication is fundamental but is seen more as a standard operating procedure which 
is permanently necessary, irrespective of the strategic direction of the workplan. The need 
to move to a listening mode and create dialogue was stressed. 

Next steps were discussed. The Technical Director will develop a draft plan along with 
the Incoming Chair and the Deputy Chair for discussion and approval in December 2009. 
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Members agreed that the draft plan should be published externally for consultation and 
feedback. The plan will include project priorities and a work program both of which will 
be developed and discussed at the December 2009 IPSASB meeting. 

13. AGRICULTURE 
Review Responses to ED 36 (Agenda Item 2) 

The IPSASB considered responses to ED 36, “Agriculture.” It was noted that the project 
was initially undertaken as an IFRS convergence project following the IPSASB’s “rules 
of the road.” The ED included non-exchange transactions and a specific exclusion of 
biological assets used to provide a service. 

The IPSASB agreed with the staff analysis that of the 15 responses received on the ED, a 
majority supported developing an IPSAS converged with IAS 41, “Agriculture.”  The 
IPSASB considered key issues arising from the responses, including: 

Key Issue 1: Measurement of biological assets to be transferred/distributed in a non-
exchange transaction 

Members noted ED respondents’ comments that biological assets held for transfer or 
distribution at no charge or for a nominal charge should not be accounted for at fair 
value. They discussed a staff proposal to account for such assets similarly to IPSAS 12, 
“Inventories”—at lower of cost and replacement cost. Members did not support the 
proposed change to ED 36.  

The IPSASB reaffirmed its position in the ED that measurement at fair value less costs to 
sell is appropriate because such assets are not different in substance from those held for 
sale. Further, the IPSASB is of the view that the gains and losses arising from fair value 
measurement should flow through the operating statement because such reporting 
provides useful accountability information during the biological transformation process. 

The IPSASB directed staff to document the rationale for this decision in the Basis for 
Conclusions. 

Key Issue 2: Initial measurement of biological assets received through a non-exchange 
transaction 

The IPSASB debated whether ED 36 needed to be amended to address certain 
respondents’ comments about how the ED linked to IPSAS 23, “Revenue from Non-
exchange Transactions (Taxes and Transfers).” The IPSASB debated various approaches 
to measuring biological assets and agricultural produce acquired through a non-exchange 
transaction. In particular, it considered the following three approaches:  

• Approach One: Measure all biological assets and agricultural produce acquired in a 
non-exchange transaction using IPSAS 23 (i.e., exclude all biological assets and 
agricultural produce from the measurement requirements of this Standard); 

• Approach Two: Measure all biological assets and agricultural produce acquired in a 
non-exchange transaction using this Standard (i.e., exclude all biological assets and 
agricultural produce from the measurement requirements of IPSAS 23); and 
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• Approach Three: Use both IPSAS 23 and ED 36 to measure biological assets and 
agricultural produce acquired in a non-exchange transaction. 

The IPSASB rejected the first two approaches because biological assets and agricultural 
produce acquired in exchange transactions would be measured differently from those 
acquired non-exchange transactions. The IPSASB agreed that there is no reason to 
measure biological assets and agricultural produce acquired in a non-exchange 
transaction differently from those acquired in an exchange transaction. 

The IPSASB therefore concluded that an entity should consider the requirements of both 
IPSAS 23 and this Standard in measuring biological assets and agricultural produce 
acquired in a non-exchange transaction, and that such assets should be measured initially 
at fair value less costs to sell.  

Staff was directed to revise the Basis for Conclusions to include the supporting rationale 
for requiring initial measurement of biological assets and agricultural produce received 
through a non-exchange transaction to be measured initially at fair value less costs to sell. 

Key Issue 3: Scope project and definition of “agricultural activity” 

Members noted that some respondents questioned the specific scope exclusion in 
paragraph 3(c) of ED 36 for biological assets held for the supply of services. The 
IPSASB discussed whether scope exclusion should be retained. It was noted that this 
issue exists currently with respect to the private sector’s application of IAS 41, and that 
the definition of an agricultural activity inherently excludes biological assets used to 
provide a service. The IPSASB did not agree with the staff proposal to delete paragraph 
3(c); rather, it was decided that the scope exclusion should be clarified in the body of the 
ED and in the Basis for Conclusions. 

Key Issue 4: “Consumable” and “bearer” biological assets 

Members discussed the comments on the ED that indicated the terms “consumable” and 
“bearer” biological assets should be defined and that there should be specific disclosure 
requirements for these items to allow for reconciliation to statistical measures (i.e., the 
Government Finance Statistics (GFS) Manual 2001). It was agreed that the terms should 
be defined in the definitions section, rather than in the body (ED 36, paragraph 40). It 
was further agreed that disclosure of these items should be required rather than voluntary 
because of the public sector specific concern. Staff was directed to modify ED 36 to 
include the definitions in paragraph 8 and to include the additional disclosure requirement 
in paragraph 39, making changes to the guidance as appropriate. 

Key Issue 5: Disclosure requirements 

As noted by respondents to ED 36, the IPSASB agreed to: 

• Reinstate paragraph 46(c) of ED 36, which is modified from IAS 41 wording; and 

•  Add requirements regarding biological assets held for transfer or for distribution at 
no charge or for a nominal charge to enable users to interpret unrealized gains during 
the transformation process appropriately.  
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Key Issue 6: Need for transitional provisions 

ED 36 did not contain transitional provisions for first-time adoption of the accrual basis 
of accounting. The IPSASB considered a concern raised by respondents that the final 
IPSAS should contain guidance to assist in applying the Standard when accrual 
accounting is adopted for the first time as well as for when the Standard is first adopted 
when an entity already uses the accrual basis of accounting. The ISPASB agreed that 
such transitional provisions would be helpful, and directed staff to include such 
provisions in the proposed Standard. 

The IPSASB agreed staff should develop revised ED 36 wording with a Member’s 
assistance, and subsequently distribute this material between meetings for all Members’ 
comments. 

14. CONCEPTUAL FRAMEWORK PHASE 3 
Discuss Issues (Agenda Item 9) 

The Chair welcomed Andrew Lennard, who would present this session. The IPSASB 
discussed issues raised by the staff in the agenda papers, as follows. 

The staff asked for views on the relationship between relevance and faithful 
representation and the selection of measurement bases. Members made the following 
comments: 

• In the Consultation Paper on Phase 1 of the Conceptual Framework (CP 1) the 
IPSASB held a preliminary view that “faithful representation” will be used instead of 
“reliability” as a qualitative characteristic. However, this is not a final decision and 
needs to be reflected in the draft Consultation Paper (CP 3) on measurement. 

• The qualitative characteristics need to be linked to the objective of financial 
statements. In particular, assets and liabilities cannot be measured appropriately until 
the purpose of the statement of financial position is explained. One purpose of the 
statement of financial position is that it reports the operating capability or the 
“capacity” of an entity. 

The staff asked for views on the advantages of historical cost and replacement cost for 
reporting the cost of services provided. Members made the following comments: 

• IPSAS 21, “Impairment of Non-Cash-Generating Assets” uses replacement cost as 
one of its measurement bases. The draft CP 3 should use the same meaning for 
replacement cost as used in IPSAS 21. 

• The public sector viewpoint needs to be developed, i.e., assets are generally used for 
their service potential or for the provision of services.   

• The draft CP 3 should clarify whether or not an entity specific value is an asset’s 
highest and best use to the entity, the service potential of the asset, its disposal value, 
or its alternative use value and the circumstances in which it is appropriate to use 
each particular value.  
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• The statistical approach uses replacement cost as this measurement basis is 
appropriate for macro-economic analysis. 

• Discussion should be included relating to constraints on the use of an asset and to its 
specificity as these aspects may affect an asset’s value.   

• Consideration needs to be given to the cost of a measurement basis, e.g., replacement 
cost can be an expensive basis to maintain. 

The staff asked for views on alternative use valuations. A comment was made that the use 
of an alternative use value usually comes about from a series of decisions, e.g., the 
decision to abandon a building, then a vote to use another building, then getting the 
planning zone changed. 

The Staff asked whether value-in-use should not be used when it is higher than 
replacement cost. A comment was made that replacement cost has been used in the 
IPSASB’s literature as a proxy for value-in-use. This is because replacement cost can be 
linked to the notion of recoverable service amount and this method of valuation is a way 
of operationalizing recoverable service amount. Members made the following comments: 

• The IPSASB has taken a different approach compared to that of the IASB, i.e., the 
IASB excludes assets valued at fair value from its impairment standard. This 
difference in approach should be highlighted. 

• Discussion should be included on how transaction costs are dealt with under each 
measurement basis. 

• Discussion should also be included on whether or not there is a difference in choosing 
a measurement basis dependent on whether the asset arises from an exchange or a 
non-exchange transaction. 

The staff asked whether the draft CP 3 should address net realizable value (NRV).  A 
couple of Members commented that NRV does not seem relevant to the public sector as it 
is based on being able to sell the asset, either partly finished or by adjusting for the costs 
to get the asset into a saleable condition. It was noted that the public sector operates 
mainly in a non-cash-generating environment, therefore NRV is not considered to be 
relevant to the public sector and there is no need for it to be included in the draft CP 3. 

The staff asked whether or not replacement cost may be a suitable basis for operational 
assets, subject to consideration of recoverable amount and alternative uses. Members 
made the following comments. 

• Another issue relating to replacement cost is whether the cheapest replacement cost 
amount is used, or the highest amount, or the best alternative use compared with any 
alternative use amount, and also, the modern equivalent cost. The draft CP 3 should 
note that the best basis to use may be a standards-level issue. 

• Discussion on the frequency of valuation also needs to be included as valuation 
frequency may have an effect on an asset’s value dependent on the measurement 
basis used. 
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A Member commented that the draft CP 3 should include a discussion on the 
measurement bases that could be used for cultural and heritage assets. 

The IPSASB agreed that the next stage of development is to take a draft CP 3 to the 
Conceptual Framework Sub-Committee. 
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15. APPENDIX 1 – SEPTEMBER 2009 IPSASB ACTION LIST 
INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS BOARD 

ACTION LIST – September 2009 MEETING 

Action Required Person(s) 
Responsible 

Date to be  
Completed 

1.  AGRICULTURE Joy Keenan  

• Provide revised wording for ED 36 and post 
on Intranet for IPSASB Members’ comments 

Joy Keenan October 5,2009 

• Members to provide comments on revised 
wording to Staff 

Members October 12, 2009 

2. SERVICE CONCESSION 
ARRANGEMENTS 

Joy Keenan  

• Draft Exposure Draft to mirror IFRIC 12 
working with the task force 

 TBD 

3. LONG-TERM FISCAL 
SUSTAINABILITY 

John Stanford  

• Revise draft Consultation Paper, “Reporting 
the Long-Term Sustainability of Public 
Finances” and post pre-ballot draft on 
Intranet for IPSASB Members’ comments 

John Stanford October 2, 2009 for 
comment by 

October 16, 2009  
 

• Members to provide comments on draft 
Consultation Paper to Staff 

Members October 16, 2009 

• Revise draft Consultation Paper for Members 
comments and post voting ballot draft on 
Intranet 

John Stanford October 23, 2009; 
final date for voting 
October 30, 2009 

• Members to send votes Members October 30, 2009 
• Consultation Paper to be published John Stanford November 20, 2009 
4. FUTURE STRATEGIC PLAN Stephenie Fox  

• Laundry list of possible projects posted to 
Intranet with request for feedback on 
omissions and additions 

 September 18, 2009 

• Summary of IPSASB discussion on the 
governance and oversight posted to Intranet 

 October 15, 2009 

• Follow up with IFAC on the draft 
recommendations and action points of 
IFAC’s Response to Monitoring Group 

 September 30, 2009 

• Develop draft Governance and Oversight of 
the IPSASB Report with Chair, incoming 
Chair and Deputy Chair and post on Intranet 

 October 30, 2009 

• Develop draft Strategy and Operational Plan 
with incoming Chair and Deputy Chair and 
post on Intranet 

 October 30, 2009 
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Action Required Person(s) 
Responsible 

Date to be  
Completed 

5. FINANCIAL INSTRUMENTS Jeanine Poggiolini 
& John Stanford 

 

• Provide revised wording on concessionary 
loans, financial guarantees and the 
interaction between IPSAS 23, and ED 37 
and ED 38 in Application Guidance and the 
Basis for Conclusions and post on Intranet 
for IPSASB Members’ comments 

Jeanine Poggiolini 
& John Stanford 

October 16, 2009 

• Members to provide comments on revised 
wording 

Members November 2, 2009 

• Develop ED 37, ED 38 and ED 39 into 
Standards  

Jeanine Poggiolini 
& John Stanford 

November 16, 2009 

6.  INTANGIBLE ASSETS Joy Keenan  

• Provide an analysis of other issues raised on 
ED 40 received from Respondents and post 
on Intranet for IPSASB Members’ review 
(jointly with ED 41) 

 October 12, 2009 
 

• Develop ED 40 into a Standard  November 9, 2009 
7.  ENTITY COMBINATIONS Annette Davis  

• Provide revised wording on scope section 
and post on Intranet for IPSASB Members’ 
comments 

Annette Davis October 2, 2009  
 

• Members to provide comments on revised 
wording  

Members October 16, 2009 

• Provide an analysis of other issues raised on 
ED 41 received from Respondents and post 
on Intranet for IPSASB Members’ review 
(jointly with ED 40) 

Annette Davis October 12, 2009 
 

• Develop ED 41 into a Standard Annette Davis  November 9, 2009 
8.  CONCEPTUAL FRAMEWORK 

PHASE 3 
Andrew Lennard  

• Develop draft Consultation Paper on 
Measurement working with the CF Sub-
Committee 

 TBD 

9.  COMMUNICATIONS Staff  

• Action List posted to Intranet Tracey Stark September 18, 2009 
• Draft agenda for December 2009 meeting 

posted to Intranet 
Stephenie Fox September 18, 2009 

• Power Point presentations posted to Intranet Tracey Stark September 18, 2009 
• Draft minutes posted to Intranet Joy Keenan October 2, 2009  
• Meeting Highlights posted to Internet Annette Davis September 18, 2009 
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