
The Technical Director  
International Public Sector Accounting Standards Board  
International Federation of Accountants  
277 Wellington Street West  
Toronto, Ontario M5V 3H2 CANADA 
 
Dear Stephanie, 
 
ED 51 Joint Arrangements 

 
The Accounting and Auditing Standards Desk of the Abu Dhabi Accountability Authority (ADAA) is 
pleased to provide a response to the International Public Sector Accounting Standards Board (IPSASB) 
request for comments on ED 51. We are fully supportive of the IPSASB’s objectives to enhance the 
quality and consistency of financial reporting of Public Sector Entities (PSEs) and improve the 
transparency and accountability of government reporting.   
 
Our comments on the specific question asked by the IPSASB are as follows: 
 
Specific Matter for Comment 1:  
Do you agree that joint arrangements should be classified as joint ventures or joint operations 
based on whether an entity has (i) rights to assets and obligations for liabilities, or (ii) rights to net 
assets?  

We agree with the proposal. 
 
Specific Matter for Comment 2:  
Do you agree that joint ventures should be accounted for in consolidated financial statements 
using the equity method? 

We agree with the proposal to require the use of the equity method to account for investments in joint 
ventures, except where that investment is held by an investment entity. We suggest that an exception is 
added to the ED. 
 

 
Yours faithfully 
 
Steven Ralls BA, FCA 
Head of Accounting and Auditing Standards Desk 
Financial Audit and Examination, Abu Dhabi Accountability Authority  
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LE PRESIDENT 

 Paris, February 11, 2014 
 

5, place des vins de France 

75573 PARIS Cedex 12 

FRANCE 

TELEPHONE: + 33 1 53 44 22 80 

E-mail: michel.prada@finances.gouv.fr 
 

 Ms Stephenie Fox 
Technical director 
International Public Sector Accounting 
Standards Board 
International Federation of Accountants 
277 Wellington Street, 4th floor 
Toronto, 
Ontario M5V 3H2 CANADA 

Re: Interests in other entities – ED 48, ED 49, ED 50, ED 51, ED 52 

Dear Ms Fox, 

Please find enclosed the response of the Public Sector Accounting Standards Council (CNOCP) to 

the above-mentioned Exposure Drafts. 

The Council welcomes the IPSAS Board’s initiative in working on the consolidation issue, a 

project that is conceptually challenging and is likely to raise major practical difficulties. The 

Council notes that the IPSAS Board’s approach has been to rely on the work of the IASB and to 

try to adapt it to public sector features. The Council regrets that this attempt to adapt to the public 

sector has not succeeded and considers in particular that the definition of control proposed by the 

Exposure Draft ED 49 should be reviewed. Indeed, in the public sector, the control does not 

usually result from ownership interests.  

This project should therefore be investigated further to determine the appropriate criteria to assess 

the control when the potentially controlled entity does not have any equity instruments and when 

the benefits from such entity do not correspond to cash flows. 

 In this context, it is likely that governance should play a major role in the assessment of control. 

The Council stresses that the governance of public entities can not be compared to the governance 

of private entities insofar as it does not stem from uniform and homogeneous legal provisions but 

from specific legislation or regulations, statutory provisions or other administrative arrangements 

with little common characteristics. 
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The Council also regrets that the publication of the five EDs has not been accompanied by 

discussions on the proposed consolidation methods (full combination of like items of the financial 

statements and equity method) and their relevance regarding the characteristics and activities of 

consolidated entities. 

Moreover, the objective of alignment with the principles of GFSM 2013 may be interpreted as 

aiming to the preparation of consolidated financial statements of the public sector as a whole and / 

or of all sub-sectors (such as local governments or national social security). The Council considers 

that the control model as defined in ED 49 can not be the basis for such consolidated financial 

statements given the difficulties that may arise to identify the parent entities in such sectors or 

sub-sectors. In this respect, the Council notes that other kinds of aggregation of accounts have not 

been considered by the EDs. 

Given the importance of these topics, the Council regrets that no Consultation Papers have been 

published prior to the Exposure Drafts which would have allowed constituents to benefit from a 

longer period of thinking and to provide more in-depth contributions. The purpose of consolidated 

financial statements could have been usefully discussed during this first phase for example. 

The Board also regrets that the comment period was too short while much less important topics 

benefit from an equivalent comment period. 

Yours sincerely, 

Michel Prada 
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APPENDIX 

RESPONSES TO THE QUESTIONS OF THE FIVE EXPOSURE DRAFTS 

 

1. ED 48 – Separate Financial Statements 

Specific Matter for Comment 1: 

Do you agree generally with the proposals for separate financial statements? In particular, do 

you agree with the proposal to permit the use of the equity method, in addition to cost or fair 

value, for investments in other entities? 

The Council agrees generally with these proposals. However, the Council considers the fair value 

option as being not so relevant regarding the public sector. Actually, when a public sector entity 

has holding interests in other public sector entity the main purpose is not to realize gains from 

capital divestments or to obtain returns. The underlying purpose of such holdings is more 

generally driven by public policy objectives.  

2. ED 49 – Consolidated Financial Statements 

Specific Matter for Comment 1: 

Do you agree with the proposed definition of control? If not, how would you change the 

definition? 

The Council considers that addressing the reporting entity issue should have been a prerequisite 

for the issuance of the Exposure Draft ED 49.  

In the meantime, once the reporting entity is identified the control principle is the appropriate 

basis for consolidation. Therefore, in order to insure a relevant accounting outcome, the definition 

of control should undergo a fundamental review and be adapted to public sector features.  

1° The identification of the reporting entity is a prerequisite 

The Council notes that the publication of the Exposure Draft ED 49 was not preceded or 

accompanied by reflections and detailed analysis to define the entity that should prepare 

consolidated financial statements (i.e. to define the reporting entity). 

If the objective of ED 49 is to allow the whole public sector and / or the sub-sectors to set up 

consolidated financial statements, then the control model is irrelevant. Indeed in a perspective 
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where consolidation is based on the control, entities that form a cohesive circumscribed economic 

area but have no control relationships  will not be able to prepare general purpose consolidated 

financial statements.  

 The Council regrets that the Exposure Drafts deal only with consolidation since other forms of 

aggregation could have been analysed with the objective of giving a better picture of the whole 

public sector.  With this regard, the Council notes that some "aggregation" of private sector 

entities can be carried out in the absence of control and ownership interests, in order to give an 

overall picture with a benefit to users of financial statements. 

2° The definition of control should be adapted 

Once the reporting entity is identified, the Council agrees that the control model is the relevant 

model to prepare consolidated financial statements. However, the definition of control provided 

by the Exposure Draft should be adapted in order to grasp the specific features of the public 

sector. 

Indeed, the Council considers that the amendments to IFRS 10 specially developed to reflect these 

specificities of the public sector, should be expanded. 

The Council acknowledges that large changes have already been made such as the identification 

of administrative arrangements or legislation as dominant factors to assess the control, the 

replacement of the term “returns” by the term “benefits” and the addition of several examples 

based on public sector fact patterns.  

However, the Council thinks that these changes are insufficient and would like to point out the 

following remarks: 

- The governance set up by the legislation, statutory provisions, by-laws or other 

administrative arrangements, enables the identification of control in the public sector. 

Therefore, the requirements of the (draft) standard should narrow and clarify further this 

notion of governance, in particular due to the fact that the governance of public entities 

can not be compared to governance in the private sector. 

- Conversely, the Exposure Draft unduly puts emphasis on voting rights attached to equity 

instruments and contains too long developments on potential voting rights. 

- The Exposure Draft provides for the case where the power over an entity can be obtained 

without holding any equity instruments of that entity which is common in the public 

sector. However, the Council considers that clarification is needed in this regard to 

account for an entity’s share in the assets, liabilities, equity and results of a controlled 

entity. Clarification is also needed regarding the presentation of equity. Under the 

provisions envisaged by the IPSAS Board, the consolidation of controlled entities in the 
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absence of equity instruments triggers the presentation of non-controlling interests as 

opposed to group equity which is not relevant. 

- The Exposure Draft is rather silent regarding local government entities. However, the 

coexistence of both a central government and local governments is common in several 

countries. Freedom enjoyed by the local government sector and the conditions of its 

supervision by the central government should have been more thoroughly analyzed. 

- The concept of non-financial benefits is not defined positively, but is simply illustrated in 

the Exposure Draft by a series of examples (§ 29). In addition, these examples are 

paradoxically defined with reference to financial benefits. 

- In the case where the expected benefit is not financial, but corresponds to the 

implementation of a public policy, it may be difficult to identify the relevant activities of 

the controlled entity. 

- The numerous examples added to the text of IFRS 10 with the view to address public 

sector features are generally too simple. 

3° Consolidation methods should have been discussed further 

The Exposure Draft ED 49 does not consider other methods of consolidation of controlled entities 

except the method of combining like items of assets, liabilities, equity, revenue, expenses and 

cash flows of the controlling entity with those of the controlled entities. The Council considers 

that the relevance of this method deserves careful attention regarding the characteristics and 

activities of controlled entities especially when it comes to combine elements of central 

government financial statements with those of a government business enterprise.  

Specific Matter for Comment 2: 

Do you agree that a controlling entity should consolidate all controlled entities (except in the 

circumstances proposed in this Exposure Draft)? If you consider that certain categories of 

entities should not be consolidated, please justify your proposal having regard to user needs 

and indicate your preferred accounting treatment for any such controlled entities. If you have 

any comments about temporarily controlled entities, please respond to Specific Matter for 

Comment 3.  

The Council considers that a controlling entity should consolidate all controlled entities and is not 

favorable to exceptions. 

As part of its analysis, the Council noted several reasons that could be considered by a preparer to 

avoid the consolidation of a controlled entity. These are the following: 
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- Non material controlled entity,  

- Undue delay to obtain information from the controlled entity, 

- Heavy costs,  

- Major differences between the activity of the controlling entity and the activity of the 

controlled entity. 

The Council conclusion is that accounting standards can not justify permanent exceptions to the 

consolidation of all controlled entities. The Council believes that it is the preparer’s responsibility 

who considers the consolidation of a controlled entity as being impracticable, due to specific 

circumstances, to provide appropriate information in the notes to financial statements. 

Specific Matter for Comment 3: 

Do you agree with the proposal to withdraw the exemption in IPSAS 6, Consolidated and 

Separate Financial Statements (December 2006) for temporarily controlled entities? If you 

agree with the withdrawal of the exemption please give reasons. If you disagree with the 

withdrawal of the exemption please indicate any modifications that you would propose to 

the exemption in IPSAS 6 (December 2006).  

The Council agrees with the proposal to withdraw the exemption for temporarily controlled 

entities, as it considers that there should be no exceptions to the consolidation of controlled 

entities. 

Specific Matter for Comment 4: 

Do you agree that a controlling entity that meets the definition of an investment entity should 

be required to account for its investments at fair value through surplus or deficit?  

At first, we would like to make clear that we have not identified any major public sector entity in 

France that could meet the definition of an investment entity. 

The Council agrees that an investment entity should be required to account for its investments at 

fair value through profit or loss. 

The Council agrees with the non consolidation of investments held by an investment entity as long 

as the criteria that define these entities are clear and circumscribe this exception to those entities 

whose activity corresponds only to fund management aiming to obtain a return in the form of 

income or capital appreciation. This activity must correspond to a management of investments on 

a fair value basis with pre-defined exit strategies. 
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Specific Matter for Comment 5: 

Do you agree that a controlling entity, that is not itself an investment entity, but which controls 

an investment entity should be required to present consolidated financial statements in which it 

(i) measures the investments of the controlled investment entity at fair value through surplus or 

deficit in accordance with IPSAS 29, Financial Instruments: Recognition and Measurement, 

and (ii) consolidates the other assets and liabilities and revenue and expenses of the controlled 

investment entity in accordance with this Standard?  

Do you agree that the proposed approach is appropriate and practicable? If not, what approach 

do you consider would be more appropriate and practicable?  

The Council agrees that an exemption should be provided for the controlling entity of an 

investment entity that is not itself an investment entity, but believes that the exemption as 

provided in the Exposure Draft may be difficult to implement. 

The Council wonders if the requirements of the Exposure Draft are based on the characteristics of 

an entity or the characteristics of an asset or a transaction. 

The question raised by the Exposure Draft is particularly significant regarding hybrid entities 

where investment related services or ancillary services are provided by the controlled investment 

entity and are not performed by another specific subsidiary. 

The issue is whether it is practicable to distinguish between fund management and ancillary 

services within the same investment entity. 

The Council considers that further guidance should be provided to clarify the requirements for 

entities dealing with these two types of activities. 

Specific Matter for Comment 6: 

The IPSASB has aligned the principles in this Standard with the Government Finance 

Statistics Manual 2013 (GFSM 2013) where feasible. Can you identify any further 

opportunities for alignment? 

At first, the Council would like to remind that it expressed significant concerns regarding the 

convergence project between IPSAS and the principles of GFSM 2013 since IPSAS and GFSM 

have different goals and procedures (see our comment letter dated April 15, 2013 in response to 

the Consultation Paper "IPSASs and Government Finance Statistics Reporting Guidelines"). 

Regarding consolidation, the Council points out that the Exposure Draft ED 49 is silent about how 

the IPSAS Board has aligned ED’s principles with the GFSM 2013.  
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The "consolidation" as envisaged by the GFSM is extremely different from that provided by 

accounting standards. In national accounts, the "consolidation" is actually an aggregation of 

accounts with the elimination of intra-balances relating to transactions between entities aggregated 

in the same set of accounts. The concept of control is not used to define group boundaries, but is 

used only to classify entities within different sectors and sub-sectors. 

Considering that fact, the Council wonders whether the alignment idea should  be understood as 

an objective to set up consolidated financial statements of a sector based on the entities belonging 

to that sector? If this is the case, two observations could to be made: 

- The Council does not favour convergence of accounting standards with government 

finance statistics principles (or national accounts principles) as they represent different 

kinds of techniques which have different objectives; 

- The Council considers that the control model is ineffective to portray the financial 

position of the sectors and sub-sectors. 

3. ED 50 - Investments in Associates and Joint Ventures.  

Specific Matter for Comment 1: 

Do you generally agree with the proposals in the Exposure Draft? If not, please provide 

reasons.  

The Council considers that the proposals in the Exposure Draft should be completed so that the 

concept of “quantifiable ownership interest” is clarified and the discussion about the appropriate 

consolidation methods takes place (see answer to the Specific Matter for Comment 3). 

Specific Matter for Comment 2: 

Do you agree with the proposal that the scope of the Exposure Draft be restricted to situations 

where there is a quantifiable ownership interest?  

The Council agrees with the proposal that the scope of the Exposure Draft should be restricted 

because the scope of entities subject to a significant influence of a central government can be 

extremely large and the inclusion of all these entities in the consolidated financial statements is 

not necessarily relevant. However, the Council considers that the concept of “quantifiable 

ownership percentage" used to restrict the scope of the draft standard should be clarified and in 

the meantime the terms "other equity structures" should be better explained. 
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Paragraph 5 of the ED 50 includes an example of a public entity that makes a substantial 

investment in the development of a hospital that is owned and operated by a charity. The ED 

concludes that this investment does not give rise to an ownership interest as the charity could seek 

alternative funding. The Council considers that this analysis should go further, and be based on 

the nature of the funding entity’s rights. The question would be therefore: has the funding entity 

rights to the net assets of the hospital or power over its governing body, or is the funding more 

akin to a non refundable grant?  

Similarly, paragraph 5 BC is not explicit about the accounting treatment which applies to Joint 

Ventures with no formal equity structure. The Council interpretation is that the equity method 

should be applied to these entities, which seems inconsistent with paragraph 10 of the ED that 

restricts the scope to associates whose capital is divided in units or shares and to associates with 

other formal equity structure. 

Specific Matter for Comment 3: 

Do you agree with the proposal to require the use of the equity method to account for 

investments in joint ventures? If not, please provide reasons and indicate your preferred 

treatment. 

The Council agrees with the Exposure Draft proposal regarding the definition of equity method 

and equity method procedures (emphasis added). 

However, the Council regrets that the publication of the Exposure Drafts have not been 

accompanied by extensive discussions about consolidation methods and their relevance regarding 

the specific features and activities of the entities that should be reported in the consolidated 

financial statements.  

4. ED 51 – Joint Arrangements 

Specific Matter for Comment 1:  

Do you agree that joint arrangements should be classified as joint ventures or joint operations 

based on whether an entity has (i) rights to assets and obligations for liabilities, or (ii) rights to 

net assets?  

The Council does not agree on this classification, because the definition of Joint Arrangement 

provided by the Exposure Draft does not match the common patterns in the French public sector. 
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In order to answer to this specific matter, the Council has identified various forms of partnerships 

between a public sector entity and other entities in the public and / or in the private sector, in 

France, with the view to analyze their characteristics and to conclude whether they meet the 

proposed definition of a Joint Arrangement. 

Finally it appeared that the design of these partnerships generally does not require an unanimous 

consent of the partners on the decision to be made.  

Thus, the proposed definition of a Joint Arrangement does not correspond to the means and 

procedures in place in France to conduct a joint activity or to achieve a pooling of resources. 

Besides, the Council notes that the main change introduced by the IPSAS Board to IFRS 11 is the 

adoption of the concept of "binding arrangement" instead of "contractual arrangement". 

The definition of "binding arrangement" appears to be broader than contractual agreements and 

seems to include the control based on legal rights other than those related to contracts. Yet, the 

Council has not identified specific requirements or guidance in the Exposure Draft which may 

allow: 

- To understand why the IPSAS Board has used a new terminology; 

- To understand the consequences of this new terminology regarding the other requirements 

of the draft standard. 

Specific Matter for Comment 2:  

Do you agree that joint ventures should be accounted for in consolidated financial statements 

using the equity method? 

The Council does not wish to comment this issue, even if entities that may meet the definition of 

joint venture are not prevalent in France (see answer to question 1). 

The Council feels that the question raised by the IPSAS Board seeks implicitly the agreement of 

the observers on the elimination of the proportionate consolidation. 

The Council believes that the equity method may be relevant in certain circumstances and has no 

specific comments on the procedures provided by the Exposure Draft ED 50. However, the 

Council regrets that the publication of the Exposure Drafts have not been accompanied by 

extensive discussions about consolidation methods and their relevance regarding the specific 

features and activities of the entities to be included in the consolidated financial statements of a 

reporting entity.  
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5. ED 52 – Disclosures of Interests in Other Entities 

Specific Matter for Comment 1:  

Do you agree the proposed disclosures in this draft Standard? If not, why? Are there any 

additional disclosures that would be useful for users of financial statements?  

The Council does not agree with the proposed disclosures, as it considers that these disclosures 

are too much detailed and may therefore obscure the financial statements. 

Specific Matter for Comment 2: 

Do you agree with the proposal that entities for which administrative arrangements or statutory 

provisions are dominant factors in determining control of the entity are not structured entities? 

If not, please explain why and explain how you would identify entities in respect of which the 

structured entity disclosures would be appropriate. 

The Council agrees with the proposal and believes that the entities for which the administrative 

arrangements and / or statutory provisions are dominant factors in determining control of the 

entity are not structured entities (cf. our answer to the ED 49). 

The Council notes that the concept of control in the ED 49 - Consolidated Financial Statements 

has been expanded to include not only cases where control is exercised through voting rights or 

similar rights but also where control is based on administrative agreements or legislation. 

The Council understands the objective of circumscribing cases where control is exercised in an 

“unusual” way. However, as the control obtained through legislation or administrative agreements 

is explicitly envisaged by the Exposure Draft ED 49, the Council is skeptical about the need of the 

concept of “structured entity”. 

The Council notes in this regard that the definition of a structured entity provided by the ED 52 is 

not clear, as formulated negatively. In addition, the definition includes a reference to the concept 

of "binding arrangement" which includes according to the provisions of the Exposure Draft, 

administrative agreements and legislation (which again are envisaged by ED 49). 

The Council wonders whether the Exposure Draft requirements may have unintended 

consequences as the definition of a structured entity, besides its lack of clarity, may suggest that 

structured entities are the most common in the public sector. 
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FRENCH VERSION 

 

Nous vous prions de bien vouloir trouver ci-joint les commentaires du Conseil de normalisation 

des comptes publics (CNOCP) en réponse aux cinq exposés-sondages relatifs aux intérêts dans 

des entités contrôlées, entités associées et autres partenariats. 

Le Conseil approuve le fait que l’IPSAS Board ait engagé des réflexions sur le thème majeur de la 

consolidation dans la sphère publique, thème qui n’est pas sans soulever de réelles difficultés 

conceptuelles et pratiques. Le Conseil prend note que la démarche engagée par l’IPSAS Board a 

consisté à s’appuyer sur les travaux menés par l’IASB en tentant de les adapter aux spécificités du 

secteur public. Le Conseil regrette néanmoins que cet objectif d’adaptation n’ait pas été atteint. 

Le Conseil estime notamment que la définition du contrôle figurant dans l’exposé-sondage ED 49 

doit être revue. En effet, dans le secteur public, le contrôle ne résulte généralement pas de la 

détention d’instruments de capitaux propres. Les réflexions nécessitent donc d’être poursuivies 

pour déterminer les critères appropriés caractérisant le contrôle lorsque l’entité susceptible d’être 

contrôlée ne dispose pas d’instruments de capitaux propres et lorsque les avantages procurés par 

cette entité ne correspondent pas à des flux financiers revenant à l’entité contrôlante. 

De plus, dans le contexte du secteur public, il est vraisemblable que la gouvernance devrait jouer 

un rôle majeur dans la caractérisation du contrôle. Or,  la gouvernance des entités publiques ne 

peut être comparée à celle des entités privées dans la mesure où elle ne résulte pas de dispositions 

juridiques uniformes et homogènes mais provient de textes législatifs ou réglementaires 

autonomes, de dispositions statutaires ou autres accords administratifs ayant peu de 

caractéristiques communes.  

Le Conseil regrette également que la publication des cinq exposés-sondages n’ait pas été 

accompagnée de réflexions sur les différentes méthodes de consolidation retenues (intégration 

globale et mise en équivalence) et sur leur pertinence au regard notamment des caractéristiques et 

activités des entités consolidées par l’entité présentant les états financiers consolidés. 

Par ailleurs, l’objectif d’alignement avec les principes du GFS1 2013 du Fonds Monétaire 

International peut être interprété comme visant l’élaboration de comptes consolidés du secteur 

public dans son ensemble et/ou de l’ensemble des sous-secteurs qui le composent (comme par 

                                                 
1 Governement Finance Statistics 
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exemple, le secteur local ou le secteur des organismes de sécurité sociale).  Le Conseil estime que 

le modèle du contrôle tel qu’il figure dans l’ED 49 ne peut pas servir de fondement à 

l’établissement de tels comptes consolidés car l’identification de  sociétés-mères ou équivalents au 

sein des différents secteurs ou sous-secteurs n’est pas toujours possible. A ce titre, le Conseil note 

que des formes d’agrégation de comptes autres que la consolidation n’ont pas été étudiées dans les 

exposés-sondages publiés.  

Compte tenu de l’importance de tous ces sujets abordés par l’IPSAS Board, le Conseil regrette 

qu’il n’y ait pas eu préalablement aux exposés-sondages des documents de consultation qui 

auraient permis de bénéficier d’une période de réflexion plus longue et de communiquer des 

contributions plus abouties. L’objectif des états financiers consolidés aurait pu être ainsi utilement 

abordé au cours de cette première phase. 

Le Conseil regrette enfin que le temps alloué à la réponse aux cinq exposés-sondages ait été si 

court, alors même que des sujets nettement moins importants bénéficient d’une durée de 

consultation similaire. 
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ANNEXE 

REPONSES AUX QUESTIONS POSEES DANS LES CINQ EXPOSES-SONDAGES 

1. ED 48 – Separate Financial Statements 

Question 1 : 

Êtes-vous globalement d’accord avec les propositions effectuées pour les états financiers 

individuels ? En particulier, êtes-vous d’accord avec la proposition qui permet d’utiliser la 

méthode de la mise en équivalence et qui s’ajoute aux propositions de comptabilisation au coût 

ou à la juste valeur ? 

Le Conseil est globalement d’accord avec ces propositions.  

Néanmoins, il estime que la possibilité offerte d’évaluer à la juste valeur des investissements dans 

des entités est peu pertinente pour le secteur public. En effet, la détention d’intérêts par  des 

entités publiques ne relève pas de seules considérations financières qui reposeraient notamment 

sur des critères de réalisation de plus-values en cas de cession ou de rentabilité. Ces prises 

d’intérêts dans ces entités sont souvent motivées pour des raisons de politique publique. 

2. ED 49 – Consolidated Financial Statements 

Question 1 : 

Etes-vous d’accord avec la définition du contrôle ? Sinon, quelles modifications apporteriez-

vous à la définition ?  

Le Conseil estime que les dispositions permettant d’identifier l’entité devant établir des comptes 

consolidés (« reporting entity ») auraient dû être un préalable à la publication de l’ED 49. 

Pour autant, dès lors que l’entité devant établir des comptes consolidés a été identifiée au 

préalable, le modèle du contrôle semble être le modèle pertinent pour la production 

d’informations consolidées. Néanmoins, la définition du contrôle figurant dans l’exposé-sondage 

doit être adaptée pour mieux prendre en compte les spécificités du secteur public. 

1° L’identification de l’entité devant établir des comptes consolidés est un préalable 

Le Conseil note que la publication de l’exposé-sondage ED 49 n’a pas été précédée ou 

accompagnée de réflexions et d’analyses détaillées permettant de définir l’entité devant établir des 

comptes consolidés (« reporting entity »). 

Si l’objectif de l’ED 49 est de permettre à l’ensemble du secteur public et/ou aux sous-secteurs 

qui le compose d’établir des comptes consolidés, alors  le critère du contrôle ne convient pas. 
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En effet, cela  conduirait à ne prévoir aucune disposition pour les groupes d’entités formant un 

ensemble cohérent sans lien de contrôle entre elles, et pour lesquels la production d’informations 

consolidées/agrégées serait néanmoins pertinente.  

Le Conseil regrette que les exposés-sondages publiés se soient limités à la consolidation. D’autres 

formes d’agrégation de comptes auraient pu être étudiées en vue d’une contribution à une 

meilleure vision d’ensemble du secteur public. A l’appui de cette dernière remarque, le Conseil 

note que des « agrégations » peuvent être opérées en l’absence de liens de contrôle et de liens 

capitalistiques, au sein du secteur privé, ceci pour donner une image d’un ensemble ayant un 

intérêt pour les utilisateurs d’états financiers. 

2° La définition du contrôle doit être adaptée 

Dès lors que l’entité devant établir des comptes consolidés a été identifiée au préalable, le Conseil 

estime que le modèle du contrôle semble être le modèle pertinent pour la production 

d’informations consolidées. Néanmoins, la définition du contrôle figurant dans l’exposé-sondage 

doit être adaptée pour mieux prendre en compte les spécificités de ce secteur.  

En effet, s’agissant des modifications apportées à la norme IFRS 102 afin de tenir compte des 

spécificités du secteur public, le Conseil estime qu’elles devraient être davantage développées.  

Le Conseil a pris note de la prise en compte des accords administratifs ou de la législation comme 

facteur dominant pour la détermination du contrôle, de l’introduction de la notion « d’avantage » 

en remplacement de la notion de « rendement » et de l’ajout de nouveaux exemples issus du 

secteur public (non présents dans la norme IFRS 10).  

Toutefois, ces modifications apparaissent insuffisantes au Conseil qui souhaite attirer l’attention 

de l’IPSAS Board sur les éléments suivants : 

- La gouvernance mise en place, suite à la publication de textes législatifs ou 

réglementaires, de dispositions statutaires ou autres accords administratifs, permet le plus 

souvent de caractériser le contrôle dans le secteur public. De ce fait, les dispositions de la 

norme (en projet) devraient encadrer et préciser davantage cette notion notamment en 

raison du fait que la gouvernance des entités publiques ne peut être comparée à celle des 

entités privées. 

- A l’inverse, l’exposé-sondage accorde une place trop importante aux droits de vote 

attachés à des instruments de capitaux propres et contient de trop longs développements 

sur les droits de vote potentiels. 

                                                 
2 IFRS 10 – Consolidated Financial Statements 
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- L’exposé-sondage prévoit le cas où le pouvoir sur une entité peut être obtenu sans pour 

autant posséder des instruments de capitaux propres de cette entité. Ce cas est 

fréquemment rencontré dans le secteur public. Le Conseil estime que des précisions 

devraient néanmoins être apportées sur la manière d’évaluer la part dans les actifs, passifs, 

situations nettes et résultats desdites entités contrôlées et sur le mode de présentation des 

capitaux propres. Selon les dispositions envisagées par l’IPSAS, la consolidation d’entités 

sur lesquels un contrôle est exercé en l’absence d’intérêts dans des instruments de 

capitaux propres aboutirait à présenter des intérêts minoritaires distincts des capitaux 

propres de l’entité mère ce qui ne serait pas pertinent.   

- L’exposé-sondage ne fait pas référence aux entités du secteur local. Or, les deux niveaux 

de pouvoir (central et local) existent dans un certain nombre de pays. La libre 

administration dont bénéficie le secteur local et les conditions de contrôle par le pouvoir 

central auraient pu donner lieu à davantage de développements. 

- La notion d’avantages non financiers n’est pas définie positivement, mais est simplement 

illustrée dans l’exposé-sondage par une série d’exemples (§ 29). De plus, ces différents 

exemples sont paradoxalement définis en référence à des avantages financiers. 

- Dans le cas où le rôle de l’avantage escompté n’est pas financier mais correspond à la 

mise en œuvre d’une politique publique, il peut être difficile d’identifier les activités clés 

(« relevant activities ») de l’entité contrôlée selon les dispositions proposées dans 

l’exposé-sondage ED 49. 

- Les nombreux exemples ajoutés au texte de la norme IFRS 10 pour traiter des entités du 

secteur public sont généralement trop simples.  

3° Les modalités de consolidation d’une entité contrôlée auraient pu être davantage discutées  

L’exposé-sondage ED 49 n’envisage pas d’autres méthodes de consolidation des entités 

contrôlées que la comptabilisation ligne à ligne de leurs actifs, passifs et éléments du compte de 

résultat. Le Conseil estime que des réflexions auraient dû être engagées sur la pertinence de cette 

méthode pour l’ensemble des entités contrôlées, au regard notamment de leurs caractéristiques et 

activités (« government business entreprises » par exemple).  
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Question 2 :  

Etes-vous d’accord qu’une entité contrôlante devrait consolider toutes les entités qu’elle 

contrôle (aux exceptions proposées par l’exposé-sondage près) ? Si vous considérez que 

certaines entités ne devraient pas être consolidées, pourriez-vous argumenter vos propositions 

notamment en référence aux besoins des utilisateurs des états financiers, et préciser le 

traitement comptable alternatif que vous préféreriez ? Dans le cas où vous auriez des 

commentaires à propos des entités contrôlées temporairement, veuillez répondre à la troisième 

question.  

Le Conseil estime qu’une entité contrôlante devrait consolider toutes les entités qu’elle contrôle et 

n’est pas favorable à ce que des exceptions soient prévues. 

Dans le cadre de sa réflexion, le Conseil a examiné plusieurs motifs de non consolidation d’une 

entité contrôlée qui pourraient être envisagés par un préparateur de comptes. Il s’agit des 

suivants :  

- entité contrôlée non significative,  

- délai excessif d’obtention des informations relatives à cette entité, 

- coût excessif induit par son intégration dans le périmètre de consolidation, 

- activité de l’entité trop différente de l’activité de la consolidante.  

Le Conseil conclut que les normes comptables ne peuvent justifier des exceptions permanentes au 

principe général de consolidation d’entités contrôlées et estime qu’il revient au préparateur de 

comptes qui ne peut intégrer les comptes d’une entité contrôlée en raison de circonstances 

particulières, de fournir une information appropriée dans les notes annexes des états financiers. 

Question 3 :  

Etes-vous d’accord pour la suppression de l’exemption dans IPSAS 6 relative aux entités 

contrôlées temporairement ? Veuillez argumenter votre accord quant à la suppression de 

l’exemption de consolidation ou indiquer les modifications que vous proposeriez à cette 

exemption.  

Le Conseil est d’accord avec la proposition de l’exposé-sondage consistant à supprimer 

l’exemption relative aux entités contrôlées temporairement, car il considère qu’il ne devrait pas y 

avoir d’exception au principe général de consolidation d’une entité contrôlée. 
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Question 4 :  

Etes-vous d’accord avec le fait qu’une entité contrôlante qui répond à la définition d’entité 

d’investissement devrait comptabiliser ses investissements à la juste valeur par résultat ? 

En préambule de la réponse à cette question, le Conseil précise qu’il n’a pas identifié dans le 

secteur public en France d’entités pouvant répondre à la définition d’entité d’investissement au 

sens de l’exposé-sondage ED 49. 

Le Conseil est néanmoins d’accord avec le fait qu’une entité d’investissement comptabilise ses 

investissements à la juste valeur par résultat.  

Le Conseil approuve l’absence de consolidation des participations détenues par l’entité 

d’investissement pour peu que les critères qui définissent ces entités soient clairs et permettent de 

circonscrire cette exception aux entités dont l’activité correspond uniquement à la gestion de 

participations visant à en obtenir un rendement sous la forme de revenus ou sous la forme 

d’appréciation du capital investi. Cette activité doit s’inscrire dans le cadre d’une gestion fondée 

sur la juste valeur des participations. Les stratégies doivent, dans cette optique,  préciser ex ante 

les modalités de désinvestissement.  

Question 5 : 

Etes-vous d’accord qu’une entité contrôlante qui n’est pas elle-même une entité 

d’investissement mais qui en contrôle une, devrait présenter des états financiers consolidés 

dans lesquels (i) elle évalue l’entité d’investissement qu’elle contrôle à la juste valeur par 

résultat selon IPSAS 29, et (ii) consolide les autres actifs et passif, produits et charges de 

l’entité contrôlée selon cette norme ?  

Etes-vous d’accord sur le fait que l’approche proposée est appropriée et praticable ? Dans la 

négative, quelle autre approche proposeriez-vous ? 

Le Conseil est d’accord pour que l’exception soit accordée au niveau des états financiers 

consolidés d’une entité contrôlant une entité d’investissement, mais estime que l’exception telle 

que prévue par l’exposé-sondage pourrait être difficile à mettre en œuvre. 

Le Conseil s’interroge sur la portée de l’exception souhaitée et notamment si elle doit être fondée 

sur les caractéristiques d’une entité ou sur les caractéristiques d’un actif ou d’une transaction.  

La question posée par l’exposé-sondage vise le cas où des services « annexes » sont menés non 

pas au travers d’une filiale mais sont incorporés dans l’entité d’investissement elle-même. La 

question est de savoir s’il convient de distinguer au sein d’une entité d’investissement ce qui 

relève de l’activité « principale » d’investissement, de ce qui relève d’activités « annexes ». 
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Le Conseil considère que davantage d’indications devraient être fournies pour permettre de traiter 

le cas des entités ayant ces deux types d’activités.  

Question 6 : 

L’IPSAS a aligné ses normes avec celles du GFS 2013 (« Governement Financial Statistics ») 

lorsque cela a été possible. Avez-vous des suggestions pour un meilleur alignement ? 

Le Conseil souhaite dans un premier temps rappeler qu’il a émis des réserves significatives quant 

au projet de convergence entre les normes IPSAS avec les principes du GFS 2013 du Fonds 

Monétaire International dans la mesure où les deux référentiels IPSAS et GFS ont tant des 

objectifs que des modes opératoires différents (cf. lettre de commentaires du Conseil datée du 15 

avril 2013 en réponse au Consultation Paper intitulé « IPSASs and Government Finance Statistics 

Reporting Guidelines »). 

S’agissant du thème de la consolidation, le Conseil attire l’attention sur le fait que l’exposé-

sondage ED 49 ne contient pas d’explication sur la manière dont l’IPSAS Board a procédé pour 

aboutir à un alignement avec le manuel GFS 2013. 

La « consolidation » telle qu’envisagée par le manuel GFS est extrêmement différente de celle 

prévue par les normes comptables. En comptabilité nationale, la « consolidation » est en fait une 

agrégation de comptes de laquelle sont éliminés des soldes réciproques. La notion de contrôle 

n’est pas utilisée pour définir un périmètre, mais uniquement pour classer certaines entités entre 

différents secteurs et sous-secteurs. 

Compte tenu de ce qui précède, le Conseil s’interroge sur l’objectif de convergence déclaré par 

l’IPSAS Board. Doit-il se comprendre comme une volonté d’aboutir à des comptes par secteur 

issus de la consolidation des états financiers des entités appartenant à ce secteur ? Si tel est le cas, 

deux observations méritent d’être effectuées : 

- Le Conseil n’est pas favorable à la convergence entre les règles de statistiques de finances 

publiques (ou comptabilité nationale) et les normes comptables, car elles représentent des 

techniques de nature différentes remplissant des objectifs différents. 

- Le Conseil considère que le modèle du contrôle est inopérant pour arriver à rendre compte 

de manière systématique de la situation des secteurs et des sous-secteurs.  
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3. ED 50 - Investments in Associates and Joint Ventures.  

Question 1 :  

Etes-vous globalement d’accord avec les propositions de l’exposé-sondage ? Sinon, pourriez-

vous en donner les raisons ?  

Le Conseil considère que les propositions de l’exposé-sondage doivent être complétées sur les 

éléments suivants :  

- des précisions doivent être apportées quant à la notion de « pourcentage de participation 

quantifiables » (cf. réponse à la question 2) ; 

- la nécessité de mener des réflexions sur les différentes méthodes  de consolidation 

retenues (cf. réponse à la question 3).  

Question 2 : 

Etes-vous d’accord avec la proposition de l’exposé-sondage de restreindre son champ 

d’application aux situations dans lesquelles le pourcentage de participation est quantifiable ?  

Le Conseil est d’accord avec la proposition de restriction du champ d’application, car le périmètre 

des entités sous influence notable pourrait être extrêmement étendu et la prise en compte de toutes 

les entités sous influence notable dans des états financiers consolidés n’est pas nécessairement 

pertinente. Toutefois, le Conseil estime que la notion de « pourcentage de participation 

quantifiable » utilisée pour restreindre le champ d’application du projet de norme doit être 

précisée pour la partie concernant les autres structures de capital (« other equity structures »). 

L’exemple donné en paragraphe 5 de l’ED 50 prend le cas d’une entité publique qui investit de 

manière substantielle dans le développement d’un hôpital. L’exposé-sondage conclut que cet 

investissement ne constitue pas pour autant une participation dans l’entité (« ownership 

interest »), car l’hôpital a la possibilité de trouver d’autres sources de financement. Le Conseil 

estime que l’analyse devrait aller plus loin, et être également fondée sur la nature des droits 

afférents aux versements qui ont été effectués : s’agit-il d’un financement à « fonds perdus » ou de 

dotations octroyant un droit sur l’actif net de l’entité ou sur sa gouvernance ? 

De même, le paragraphe BC 5 n’est pas explicite quant au traitement comptable à appliquer aux 

« Joint Ventures » ne présentant pas de structure de capital formelle. La compréhension du 

Conseil  est que l’IPSAS Board souhaite appliquer la mise en équivalence à ces entités, ce qui 

paraît contradictoire avec le paragraphe 10 de l’exposé-sondage qui restreint l’application de la 

norme aux entités associées dont le capital est subdivisé en parts ou en actions et aux entités 

associées qui présentent une autre structure de capital (« other formal equity structure »). 
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Question 3 : 

Etes-vous d’accord avec la disposition relative à la méthode de mise en équivalence des 

investissements dans des « Joint Ventures » (Coentreprises) ? Sinon, veuillez préciser vos 

raisons et indiquer le traitement comptable que vous préféreriez. 

Le Conseil est d’accord avec la proposition de l’exposé-sondage relatives aux modalités de mise 

en œuvre de la mise en équivalence.  

Le Conseil regrette néanmoins que la publication des cinq exposés-sondages ne se soit pas 

accompagnée de réflexions sur les différentes méthodes de consolidation retenues et leur 

pertinence au regard notamment des caractéristiques et activités des entités consolidées par 

l’entité présentant les états financiers consolidés.  

4. ED 51 – Joint Arrangements 

Question 1 : 

Etes-vous d’accord sur le fait que les partenariats devraient être classés en « Joint Ventures » 

(coentreprises) ou « Joint Operations » (entreprises communes) selon que l’entité (i) a droit aux 

actifs et a des obligations relatives aux passifs, ou (ii) a des droits sur l’actif net ? 

Le Conseil n’est pas d’accord sur ce classement, car la définition du partenariat ne correspond pas 

aux schémas rencontrés dans la sphère publique française. 

Afin de répondre à cette question, le Conseil s’est attaché à identifier différentes formes de 

collaborations entre une entité du secteur public et une ou plusieurs autres entités du secteur 

public et/ou privé, en France, pour analyser leurs caractéristiques et vérifier si elles répondaient à 

la définition du partenariat figurant dans l’exposé-sondage ED 51 – Joint Arrangements. 

A l’issue de cette analyse, il est apparu que ces collaborations  ne s’appuyaient généralement pas 

sur un exercice du pouvoir impliquant une prise de décision unanime des mêmes acteurs.  

Ainsi, la définition du partenariat proposée par l’exposé-sondage ne correspond pas aux modes et 

procédures en place en France pour mener une activité commune ou mettre en commun des 

moyens. 

Parallèlement à ce diagnostic, le Conseil a pris note du fait que le principal changement apporté 

par l’IPSAS Board à la norme IFRS 113 consiste en l’adoption de la notion de « binding 

arrangement4 » en lieu et place de « contractual arrangement ». 

                                                 
3 IFRS 11 – Joint Arrangements 
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La définition de « binding arrangement » apparaît comme plus large que celle des accords 

contractuels et semble inclure des éléments de contrôle fondés sur des droits légaux autres que 

ceux liés à des contrats. Le Conseil n’a pas identifié d’éléments dans les exposés-sondages 

permettant : 

- de comprendre précisément la raison pour laquelle l’IPSAS Board a utilisé une nouvelle 

terminologie, 

- d’appréhender les conséquences de cette nouvelle terminologie quant à l’application des 

différentes dispositions de la norme en projet.  

Question 2 : 

Êtes-vous d’accord pour que les « Joint Ventures » (coentreprises) soient comptabilisées selon 

la méthode de la mise en équivalence ?  

Le Conseil ne souhaite pas se prononcer sur cette question, même si les entités concernées sont en 

nombre limité en France (cf. réponse à la question 1).  

Le Conseil a le sentiment que la question posée par l’IPSAS Board est en réalité double 

puisqu’elle demande l’accord des commentateurs sur la méthode de la mise en équivalence tout en 

sollicitant de manière implicite l’accord sur la fin de la méthode de consolidation par intégration 

proportionnelle.  

Le Conseil est d’avis que la méthode de la mise en équivalence peut être pertinente dans certaines 

circonstances. Si le Conseil n’a pas de commentaires particuliers sur les modalités de sa mise en 

œuvre telles que prévues par l’exposé-sondage ED 50, il regrette néanmoins que la publication des 

cinq exposés-sondages ne se soit pas accompagnée de réflexions sur les différentes méthodes de 

consolidation retenues et leur pertinence au regard notamment des caractéristiques et activités des 

entités consolidées.  

                                                                                                                                               
4 “For the purpose of this standard, a binding arrangement is an arrangement that confers enforceable 
rights and obligations on the parties to it as if it were in the form of a contract. It includes rights from 
contacts or other legal rights” (§7. ED 51).  

“The sharing of control may have been agreed by way of a binding arrangement or result from legislative 
or executive authority” (§12 ED 51).  
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5. ED 52 – Disclosures of Interests in Other Entities 

Question 1 : 

Êtes-vous d’accord avec les propositions de notes annexes ? Sinon, pourquoi ? Y-a-t-il des 

informations complémentaires qui seraient utiles pour les utilisateurs d’états financiers ? 

Le Conseil n’est pas d’accord avec les propositions de notes annexes, car il estime que le niveau 

de détail des informations demandées est trop important et nuit à la lisibilité des états financiers.  

Question 2 : 

Etes-vous d’accord avec le fait que les entités pour lesquelles les accords administratifs ou les 

dispositions statutaires sont des facteurs dominants pour la caractérisation du contrôle ne sont 

pas des entités structurées ? Sinon, veuillez en expliquer la raison et expliquer comment vous 

identifieriez les entités structurées pour lesquelles les notes annexes seraient appropriées.  

Le Conseil est d’accord avec cette affirmation et estime que les entités pour lesquelles les accords 

administratifs et/ou les dispositions statutaires sont des facteurs déterminants pour la 

caractérisation du contrôle ne sont pas des entités structurées (voir en ce sens la réponse à 

l’ED 49). 

Le Conseil prend note que la notion de contrôle dans l’ED 49 – Consolidated Financial Statements 

a été élargie pour inclure non seulement les cas où le contrôle s’exerce au travers de droits de vote 

ou de droits similaires mais aussi les cas où le contrôle s’exerce par  des accords administratifs ou 

du fait de textes législatifs (« administrative arrangements or legislation »). 

Le Conseil note le souhait de définir les cas où le contrôle est exercé selon des modes inhabituels. 

Néanmoins, dans la mesure où le contrôle exercé à travers des accords administratifs ou des lois 

est explicitement visé par l’exposé-sondage ED 49, le Conseil s’interroge sur le contenu de la 

notion d’entité « structurée ». 

Le Conseil note à cet égard que la définition d’une entité structurée donnée par l’ED 52 n’est pas 

claire, car formulée de manière négative. De plus, la définition comprend une référence à la notion 

de « binding arrangement » laquelle inclut en elle-même, selon les dispositions de l’exposé-

sondage, les accords administratifs et les dispositions législatives. 

Le Conseil s’interroge sur les conséquences d’une telle rédaction qui, outre son manque de clarté, 

peut laisser entendre que les entités structurées sont celles que l’on rencontre le plus fréquemment 

dans le secteur public. 
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Ms Stephenie Fox
The Technical Director
International Public Sector Accounting Standards Board
International Federation of Accountants
529 Fifth Avenue, 6th Floor
New York, NY 10017 United States of America

Dear Ms Fox

ED 48, 49, 50, 51 & 52 - EDs on reporting on interests in controlled entities,
associates and joint arrangements

The Heads of Treasuries Accounting and Reporting Advisory Committee
(HoTARAC) welcomes the opportunity to provide comments to the International
Public Sector Accounting Standards Board (IPSASB) on the Exposure Drafts: ED 48
Separate Financial Statements (ED 48), ED 49 Consolidated Financial Statements
(ED 49), ED 50 Investments in Associates and Joint Ventures (ED 50), ED 51 Joint
Arrangements (ED 51) and ED 52 Disclosure of Interests in Other Entities (ED 52).

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

HoTARAC commends the IPSASB’s efforts in developing International Public Sector
Accounting Standards (IPSASs) for reporting on interests in other entities, specifically
controlled entities, associates and joint arrangements. HoTARAC strongly supports
the strategy to converge IPSASs with the International Financial Reporting Standards
(IFRSs) issued by the International Accounting Standards Board (IASB) and
acknowledges the need to consider issues that are specific and unique to the public
sector. However, HoTARAC has concerns on some of the proposed accounting
treatments that in our view would significantly depart from the IFRS requirements
without achieving significant improvements in financial reporting for public sector
entries.

In particular, HoTARAC does not support the proposed requirement in ED 49 for
extending the consolidation relief to a controlling entity that is not itself an investment
entity (that relief proposing that such a controlling entity would measure its
investments held by a controlled investment entity at fair value).

The Attachment to this letter sets out HoTARAC’s views on those EDs.
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If you have any queries regarding HoTARAC’s comments, please contact Alison
Cuthbert from Queensland Treasury and Trade on 61 7 3035 1431 or by email to
alison.cuthbert@treasury.qld.gov.au.

Yours sincerely

On behalf of
HEADS OF TREASURIES ACCOUNTING AND REPORTING ADVISORY
COMMITTEE

20 February 2014
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ATTACHMENT

HoTARAC RESPONSE TO IPSASB EXPOSURE DRAFTS

48SEPARATE FINANCIAL STATEMENTS
49CONSOLIDA TED FINANCIAL STATEMENTS
50INVESTMENTS IN ASSOCIA TES AND JOINT VENTURES
51JOINT ARRANGEMENTS
52DISCLOSURE OF INTERESTS IN OTHER ENTITLES

General comments

HoTARAC strongly supports the IPSASB’s strategy to converge IPSASs with IFRSs
in developing accounting standards for public sector entities and to only consider
modifications for unique issues that are specific to the public sector.

While HoTARAC agrees on most of the proposals in the EDs, HoTARAC has some
concerns about the proposed accounting treatments that in our view would
significantly depart from the IFRS requirements without achieving significant
improvements in financial reporting by public sector entities.

In particular, HoTARAC does not support the proposed requirement in ED 49
requiring a controlling entity that is not itself an investment entity to account for its
investments held by a controlled investment entity at fair value through profit or loss.
In most other instances, HoTARAC considers that the proposed additional or
alternative requirements are unnecessary and/or potentially confusing.

The following comments set out HoTARAC’s detailed responses on those EDs.
Given HoTARAC only has a limited number of concerns, comments contained in this
attachment do not address each Specific Matter for Comment outlined in each of the
EDs.
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IPSASB ED 48 Separate Financial Statements

ED 48 - Specific Matter for Comment I

Do you agree generally with the proposals for separate financial statements?
In particular, do you agree with the proposal to permit the use of the equity
method, in addition to cost or fair value, for investments in other entities?

HoTARAC notes that the IPSASB has added an option allowing the use of the
equity method in separate financial statements. HoTARAC generally agrees
with the IPSASB’s view that as well as the existing cost and fair value
options, the equity method could also be used to faithfully reflect the
underlying circumstances of certain investments held by public sector entities.
As a related note, HoTARAC notes the IASB has also issued an ED that
proposes to restore the equity method option to account for investments in
subsidiaries, joint ventures and associates in an entity’s separate financial
statements. Subject to the final IASB determination, HoTARAC supports the
proposal to permit, but not require, the use of the equity method in separate
financial statements for investments in other entities.

Editorial suggestions

ED 48- paragraph 19

Given paragraph 21 also discusses relevant disclosure requirements for an
investment entity that prepares separate financial statements, HoTARAC
believes that paragraph 19 should refer to ’requirements in paragraph 20 ~
to 22’.--
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IPSASB ED 49 Consolidated Financial Statements

ED 49 - Specific Matters for Comment 5

Do you agree that a controlling entity, that is not itself an investment entity,
but which controls an investment entity should be required to present
consolidated financial statements in which it (i) measures the investments of
controlled investment entity at fair value through surplus or deficit in
accordance with IPSAS 29, Financial Instruments." Recognition and
Measurement, and (ii) consolidates the other assets and liabilities and revenue
and expenses of the controlled investment entity in accordance with this
Standard?

Do you agree that the proposed approach is appropriate and practicable? If
not, what approach do you consider would be more appropriate and
practicable?

HoTARAC notes that the proposed requirement in paragraph 54 of the ED is
inconsistent with IFRS requirements where only a parent that meets the
definition of investment entity is allowed to account for their investments at
fair value through profit or loss. HoTARAC is not convinced that there is a
specific public sector reason to diverge from IFRS requirements and does not
consider this modification as proposed by the IPSASB is appropriate.

HoTARAC agrees that the structure of an entity should not dictate the
accounting and acknowledges the importance of consistency in application of
accounting treatments, where achievable, at different consolidation levels.
However, HoTARAC believes that in practice, consolidation exemptions
should only be allowed in limited circumstances (e.g. when the controlling
entity itself meets the definition of an investment entity). In most other
situations when an entity controls another entity, it should consolidate it.

The above HoTARAC view is supported by the following points:

Consistent with HoTARAC’s submission on the IASB’s ED on Investment
Entities, HoTARAC believes that excluding non-investment entity parents
from accounting for investments held by its investment entity subsidiaries
at fair value is essential to help avoid structuring opportunities that might
achieve particular accounting outcomes;
The structuring opportunities (e.g. allocating certain investments to a
controlled investment entity), would lead to manipulation of financial
statements (by retaining the fair value treatment on consolidation) if the
ultimate parent is not itself an investment entity;
HoTARAC supports the IPSASB’s decision to retain the consolidation
exemption for investments that are controlled by an investment entity
based on the view that consolidation by the investment entity would not
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provide decision-useful information. As such, fair value accounting in this
instance would better reflect the nature and attributes of the investment
entity (i.e. profit-oriented) and investments that it holds. However, given it
is highly unlikely that the objective of the ultimate public sector parent
(e.g. a State/Provincial government) would be for-profit, HoTARAC
questions the appropriateness of extending the consolidation relief to a not-
for-profit public sector parent that is not itself an investment entity;
HoTARAC also believes the proposal to extend the consolidation relief to
a not-for-profit public sector parent that is not itself an investment entity,
would reduce public sector accountability and transparency by avoiding
consolidation of certain assets and liabilities that are controlled by its
investment entity subsidiary; and
The proposal would lead to an unwarranted departure and potentially
significant divergence from IFRS requirements.

HoTARAC therefore would urge the IPSASB to reconsider the proposed
approach in ED 49, in particular, the appropriateness of extending the
consolidation relief to a not-for-profit public sector parent.

Any consequential redeliberation by the IPSASB on this issue would also
impact proposed requirements in ED 48 Separate Financial Statements
(paragraph 14) and ED 52 Disclosures of Interests in Other Entities (paragraph
34).

Other comments

ED 49 - Use of the term ’binding arrangement’

ED 49 introduces the concept of ’binding arrangements’ to cover situations in
which entities applying IPSASs do not have the power to enter contractual
arrangements. The definition of paragraph 10 suggests that this is intended to
apply to contract-like arrangements and BC43 states that references to
’contractual arrangements’ in IFRS should be replaced with ’binding
arrangements’. However, paragraph AG20 of ED49 refers to contractual
arrangements and rights in considering whether an entity’s appointment rights
for key personnel are sufficient to give it control.

The IPSASB have also added paragraph AG38, which refers to the power to
appoint a governing body arising from ’binding arrangements (including
existing legislation, regulation, contractual, or other arrangements)’. Example
15 suggests that the power to appoint trustees to a museum satisfies this
criterion. In this instance, the term ’binding arrangement’ seems to be applied
more broadly than contract-like arrangements.

The definition of binding arrangements is also included in EDs 50, 51 and 52,
but without the explanation in the basis of conclusions, so it is unclear in what
context the term is used in these exposure drafts. For example, paragraph 35 of
ED 52 refers to a contractual relationship, while binding arrangements are
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referred to in the rest of the ED. The term ’contractually’ is applied in the
definition ofjoint control in ED 50, but joint arrangements in ED 51 is defined
in terms of ’binding arrangements’ in paragraph 10. ED 52 paragraph 30
requires that an investment entity disclose restrictions arising from binding
arrangements, while paragraph 32 requires disclosure of contractual
arrangements for the provision of financial support.~

If the terminology used in these cases is deliberate, additional explanation in
the basis for conclusions would be useful to prevent confusion in the
application of the requirements and the distinction between ’contractual’ and
’binding’ arrangements.

Additionally, given the rationale stated (i.e. that this applies where entities are
unable to enter formal contractual relationships), the IPSASB may wish to
consider the consistency of this approach with the references to contractual
rights and arrangements in other IPSASs, for example, those related to
financial instruments.

ED 49 - Example 4

Although HoTARAC agrees with the conclusion of the example, HoTARAC
considers that a government that has the power to impose regulatory control
might, arguably, meet the control criteria as such power would significantly
influence the returns of the electricity distributor being regulated. This is
particularly relevant when the electricity distributor being regulated is a
Government Business Enterprise and may, depending on each governmental
arrangement, provide dividend payments or dividends-in-kind to the
government. More discussions may be needed to better articulate the
argument in concluding why the government or the regulator does not control
the electricity distributor in the example.

Editorial suggestions

ED 49 -paragraph 54

Additional numbering may need to be added to the second last line of the
paragraph so that it reads ’~ ~j_j_)__consolidates__the other assets and liabilities
and revenue and expenses of the controlled investment entity in accordance
with paragraph 34-51 of this standard’.

ED 49 - paragraph AG 105

Reference is made to paragraph 50(c) in the context of investment entities,
whereas the actual paragraph referred to is about accounting treatment when a
controlling entity loses control of an entity.
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ED 49 - Flowchart 2 on page 66

The box on the right hand side of the flowchart should contain the alternative
outcome resulting from the flowchart decision (e.g. entity does not control the
other entity).
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IPSASB ED 50 Investments in Associates and Joint Ventures

ED 50 - Specific Matter for Comment 2

Do you agree with the proposal that the scope of the Exposure Draft be
restricted to situations where there is a quantifiable ownership interest?

HoTARAC notes that the existing IPSAS 7 Investments in Associates applies
when an investor holds an ownership interest in the form of a shareholding or
other formal equity structure and the ED intends to provide further
clarification about the type of ownership interests that would quali~ for equity
accounting. Neither IAS 28 Investments in Associates and Joint Ventures nor
IFRS 11 Joint Arrangements contain similar ownership requirements.
HoTARAC understands that, in practical terms, it is unlikely that equity
accounting would be applied by private sector investors that do not have
quantifiable formal ownership interests in associates or joint ventures, this
may not necessarily be the case in the public sector.

The subtle difference between IFRSs and revised IPSAS 7 would cause a
divergence in practice when applying equity accounting between private and
public sector entities. Public sector investors that have investments in
associates and/or joint ventures through interests other than formal ownership
would be prohibited from using equity accounting. This prohibition does not
apply to investors in the private sector.

The IPSASB should clearly explain in the Basis for Conclusions the rationale
for scoping out investments that do not involve quantifiable formal ownership
interests, and justify whether such a departure is warranted by a situation that
is unique to the public sector.

To achieve consistency and minimal departure from IFRSs, HoTARAC
suggests that the IPSASB review the existing ’ownership interest’ requirement
in IPSAS 7 and recommends the IPSASB only modify IFRSs when there are
unique public sector specific issues that would warrant such modification.

Editorial suggestions

ED 50 - paragraph 30

The cross-references mentioned at the end of the paragraph may be more
appropriate to refer to paragraphs 37 and 38 (instead of paragraphs 36 and 37).

ED 50 - paragraph 33

The reference to paragraph 30 may more appropriately changed to paragraph
31.
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IPSASB ED 51 Joint Arrangements

Other comments

ED 51 - Example 3 variation - Joint Provision of Assisted Living Services

IE18 in example 3 specifies that entity X will be responsible for providing the
assisted living services and entity Y will be responsible for the construction
and ongoing maintenance of the premises. IE20 states that entity X and Y
should recognise their share of the revenue and expenses resulting from the
provision of assisted living services through the new entity Z.

Given entity Y will not be directly involved in providing the assisted living
services, IE20 appears to suggest that the proposed basis for allocating
revenue and expenses would only be applicable to entity X but not entity Y.
HoTARAC suggests that the IPSASB review the proposed allocation basis in
the example, to ensure it is consistent with the surrounding paragraphs.

Responses to Exposure Draft 51 (ED 51) 
IPSASB Meeting (June 2014)  01 

ADAA - UAE

Agenda Item 5.3.4



IPSASB ED 52 Disclosure of Interests in Other Entities

ED 52 - Specific Matter for Comment 2

Do you agree with the proposal that entities for which administrative
arrangements or statutory provisions are dominant factors in determining
control of the entity are not structured entities? If not, please explain why and
explain how you would identify entities in respect of which the structured
entity disclosures would be appropriate.

Although HoTARAC acknowledges that a public sector structured entity may
involve other rights other than voting rights, the proposed definition is
cumbersome and potentially confusing.

HoTARAC agrees with the IPSASB’s analysis that ’similar rights’ in the
IASB’s definition of a ’structured entity’ would encompass broader rights.
Arguably such rights would also capture administrative arrangements and
statutory provisions.     To avoid unnecessary departure from IFRS
requirements and prevent potential misinterpretation of the proposed
definition, HoTARAC recommends the IPSASB only address this issue in the
application guidance as currently presented in AG20 while retaining the IFRS
definition of’structured entity’ without amendment.

Other comments

ED 52 - paragraph 23

HoTARAC notes that paragraph 23 does not exactly replicate the wording of
the corresponding IFRS paragraph and the IPSASB’s wording ’previously met
the definition of a structured entity and was not consolidated’ could be read to
imply that after a controlling entity obtained control over a structured entity,
the structured entity would no longer meet the definition of a ’structured
entity’. HoTARAC suggests that the IPSASB clarify this wording, as a
structured entity could continue to meet the ’structured entity’ definition, even
after it becomes controlled.
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277 Wellington Street West 

Toronto, Ontario 

M5V 3H2   Canada 

Tel: 416.977.3222 

Fax: 416.977.8585 

www.frascanada.ca 

 

Conseil sur la comptabilité 

dans le secteur public 

277, rue Wellington Ouest 

Toronto (Ontario) 

M5V 3H2   Canada 

Tél : 416.977.3222 

Téléc : 416.977.8585 

www.nifccanada.ca 

 

February 26, 2014 

Technical Director  
International Public Sector Accounting Standards Board  
International Federation of Accountants  
277 Wellington Street West  
Toronto, Ontario M5V 3H2 CANADA  
 
 
Re: Exposure Drafts on Interests in Other Entities  

Dear Stephenie,  

Overall, we welcome the changes proposed in Exposure Drafts (EDs) 48 to 52 
to replace IPSASs 6 to 8. We found the public sector terminologies, examples 
and paragraphs appropriate modifications to the related IFRSs. 

Regarding the proposed requirement to consolidate all controlled entities except 
the investment entities in ED 49 “Consolidated Financial Statements,” we 
understand that IPSASB came to the conclusion of not exempting government 
business enterprises (GBEs) from line-by-line consolidation after deliberation of 
both sides of the argument.    

Our experience indicates that consolidating GBEs using a modified equity 
method works well in practice. Given the business and self-sustaining nature of 
GBEs in Canada, this method of consolidating GBEs produces useful 
information in the consolidated financial statements for users to assess 
accountability.  

We understand that the definition of GBEs in our standards differs from 
IPSASB’s definition. We suggest that IPSASB reconsider whether consolidating 

GBEs on a line-by-line basis remains the best solution once the project to 
review the current definition of GBEs is completed.  

We thank you for the opportunity to comment and look forward to the publication 
of the final IPSASs of these EDs. Please note that the views in this letter and 
the appendices are those of staff and do not represent the views of the Public 
Sector Accounting Board 

 

Sincerely, 

 
 
 

Lydia P. So 
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APPENDIX A: Responses to Specific Matters for Comment  

Exposure Draft 48 Separate Financial Statements 

Specific Matter for Comment 1 

Do you agree with the proposals for separate financial statements? In particular, do you agree with 

the proposal to permit the use of the equity method, in addition to cost or fair value, for investments in 

other entities? 

Agree. 
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APPENDIX B: Responses to Specific Matters for Comment  

Exposure Draft 49 Consolidated Financial Statements 

Specific Matter for Comment 1 

Do you agree with the proposed definition of control? If not, how would you change the definition?  

Agree. 

 

Specific Matter for Comment 2 

Do you agree that a controlling entity should consolidate all controlled entities (except in the 

circumstances proposed in this Exposure Draft)? If you consider that certain categories of entities 

should not be consolidated, please justify your proposal having regard to user needs and indicate 

your preferred accounting treatment for any such controlled entities. If you have any comments about 

temporarily controlled entities, please respond to Specific Matter for Comment 3.  

We understand that IPSASB came to the conclusion of not exempting government business 
enterprises (GBEs) from line-by-line consolidation after deliberation of both sides of the argument.    

Our experience indicates that consolidating GBEs using a modified equity method works well in 
practice. Given the business and self-sustaining nature of GBEs in Canada, this method of 
consolidating GBEs produces useful information in the consolidated financial statements for users to 
assess accountability.  

We understand that the definition of GBEs in our standards differs from IPSASB’s definition. We 

suggest that IPSASB reconsider whether consolidating GBEs on a line-by-line basis remains the best 
solution once the project to review the current definition of GBEs is completed. 

 

Specific Matter for Comment 3 

Do you agree with the proposal to withdraw the exemption in IPSAS 6, Consolidated and Separate 

Financial Statements (December 2006) for temporarily controlled entities? If you agree with the 

withdrawal of the exemption please give reasons. If you disagree with the withdrawal of the 

exemption please indicate any modifications that you would propose to the exemption in IPSAS 6 

(December 2006).  

We agree with the withdrawal of the exemption and the rationale provided in paragraph BC 11. 

 

Specific Matter for Comment 4 

Do you agree that a controlling entity that meets the definition of an investment entity should be 

required to account for its investments at fair value through surplus or deficit?  

Agree.  
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Specific Matter for Comment 5 

Do you agree that a controlling entity, that is not itself an investment entity, but which controls an 

investment entity should be required to present consolidated financial statements in which it (i) 

measures the investments of the controlled investment entity at fair value through surplus or deficit in 

accordance with IPSAS 29, Financial Instruments: Recognition and Measurement, and (ii) 

consolidates the other assets and liabilities and revenue and expenses of the controlled investment 

entity in accordance with this Standard?  

Do you agree that the proposed approach is appropriate and practicable? If not, what approach do 

you consider would be more appropriate and practicable?  

Agree with both.  

 

Specific Matter for Comment 6 

The IPSASB has aligned the principles in this Standard with the Government Finance Statistics 

Manual 2013 (GFSM 2013) where feasible. Can you identify any further opportunities for alignment?  

No. 
 

Editorial 

In Flowchart 2 on page 66, the decision box on the right does not fit as it has the same question as 
the second box on the left. 
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APPENDIX C: Responses to Specific Matters for Comment  

Exposure Draft 50 Investments in Associates and Joint Ventures 

Specific Matter for Comment 1 

Do you generally agree with the proposals in the Exposure Draft? If not, please provide reasons.  

Agree. 

 

Specific Matter for Comment 2  

Do you agree with the proposal that the scope of the Exposure Draft be restricted to situations where 

there is a quantifiable ownership interest?  

Agree. 

 

Specific Matter for Comment 3  

Do you agree with the proposal to require the use of the equity method to account for investments in 

joint ventures? If not, please provide reasons and indicate your preferred treatment. 

Agree. 
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APPENDIX D: Responses to Specific Matters for Comment  

Exposure Draft 51 Joint Arrangements 

Specific Matter for Comment 1 

Do you agree that joint arrangements should be classified as joint ventures or joint operations based 

on whether an entity has (i) rights to assets and obligations for liabilities, or (ii) rights to net assets?  

Agree. 

 

Specific Matter for Comment 2:  

Do you agree that joint ventures should be accounted for in consolidated financial statements using 

the equity method? 

Agree. 
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APPENDIX E: Responses to Specific Matters for Comment  

Exposure Draft 52 Disclosure of Interests in Other Entities 
 

Specific Matter for Comment 1:  

Do you agree the proposed disclosures in this draft Standard? If not, why? Are there any additional 

disclosures that would be useful for users of financial statements?  

Agree. 

 

Specific Matter for Comment 2:  

Do you agree with the proposal that entities for which administrative arrangements or statutory 

provisions are dominant factors in determining control of the entity are not structured entities? If not, 

please explain why and explain how you would identify entities in respect of which the structured 

entity disclosures would be appropriate. 

Agree. 
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14 February 2014 

 

Stephanie Fox, 

IPSASB Technical Director, 

International Public Sector Accounting Standards Board, 

International Federation of Accountants, 

277 Wellington Street West, 

Toronto, Ontario M5V 3H2, 

Canada. 

 

Dear Stephanie, 

 

RE: Exposure Draft ED 51: Joint Arrangements 

 

The Institute of Certified Public Accountants of Kenya (ICPAK) welcomes the opportunity to 

comment on the Exposure Draft (ED 51) – Joint Arrangements, issued by the International 

Public Sector Accounting Standards Board (IPSASB) of the International Federation of 

Accountants (IFAC). 

 

We agree with the definitions of joint operation and joint venture, and accounting for 

investment in a joint venture in consolidated financial statements using the equity method 

as it also aligns IPSAS with the provisions in IFRS 11 – Joint Arrangements. 

 

We have included our responses to each of the Specific Matters for Comment and IPSASB’s 

Preliminary view in an appendix to this letter. 

 

If you would like to discuss these comments further, please contact the undersigned on 

icpak@icpak.com or the undersigned at nixon.omindi@icpak.com. 

 

Yours Faithfully, 

 
Nixon Omindi 

For Professional Standards Committee 
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Appendix – ICPAK’s Submission on Exposure Draft 51, Joint Arrangements 

i 

 

 

ED 51 – Joint arrangements 

Comments 

Specific Matter for Comment 1:  

Do you agree that joint arrangements should be classified as joint ventures or joint 

operations based on whether an entity has (i) rights to assets and obligations for liabilities, 

or (ii) rights to net assets?  

 

Yes, we agree with this view which retains consistency with the definitions as per IFRS as 

issued by the IASB. 

 

Specific Matter for Comment 2:  

Do you agree that joint ventures should be accounted for in consolidated financial 

statements using the equity method?  

 

Yes, as above, we agree with retaining consistency in approach with IFRS as issued by the 

IASB. 
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The Japanese Institute of  

Certified Public Accountants 

4-4-1 Kudan-Minami, Chiyoda-ku, Tokyo 102-8264, Japan 

Phone: 81-3-3515-1129 Fax: 81-3-5226-3356 

Email: hieirikaikei@sec.jicpa.or.jp 

 
 

February 28, 2014 

 

Ms. Stephenie Fox 

Technical Director 

International Public Sector Accounting Standards Board 

International Federation of Accountants 

277 Wellington Street West 

Toronto, Ontario, Canada M5V 3H2 

 

 

Comments on Exposure Draft 51 “Joint Arrangements” 
 

Dear Ms. Fox,  

 

The Japanese Institute of Certified Public Accountants (JICPA) is pleased to comment on  

Exposure Draft 51 (ED 51) “Joint Arrangements” as follows. 

 

I.  Comments on specific matters 

Specific Matter for Comment 1: 
Do you agree that joint arrangements should be classified as joint ventures or joint 

operations based on whether an entity has (i) rights to assets and obligations for 

liabilities, or (ii) rights to net assets? 

 

We agree with the proposal in the Exposure Draft.  

With regard to Japanese municipal practice, Japan has organizations called 

Administrative Associations and Cross-regional Federations that conduct administrative 
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work for multiple municipalities collectively. If the equity method were applied, the 

amounts of assets and liabilities in each municipality’s financial statements when 

administrative work was conducted by Administrative Associations, etc. would differ 

significantly from those amounts when the work was conducted by a single municipality. 

We therefore believe that these associations should be treated as joint operations in 

accordance with the requirements of ED 51 so that each municipality recognizes its 

assets and liabilities. We think this approach would indicate municipalities’ economic 

substance.  

 

Specific Matter for Comment 2: 
Do you agree that joint ventures should be accounted for in consolidated financial 

statements using the equity method? 

 

We agree with the proposal in the Exposure Draft.  

We believe, however, in addition to the reason that IPSASs should be consistent with the 

International Financial Reporting Standards (IFRSs), a more detailed rationale should be 

provided in the Basis for Conclusions (e.g., BC3). For example, we find an explanation as 

to why the proportionate consolidation was eliminated in paragraphs BC41-BC45 of 

IFRS 11, Joint Arrangements. An appropriate explanation should be included in the 

IPSASs to ensure that the rationale can be understood without any reference to the IFRSs, 

even in cases where the IFRSs are revised.  

 

 

 

Yours sincerely, 

 

 

Naohide Endo    Azuma Inoue 

Executive Board Member   Executive Board Member 

Public Sector Accounting and   Public Sector Accounting and  

Audit Practice     Audit Practice 

JICPA     JICPA 
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Accountants Park  

Plot 2374, Thabo Mbeki Road 

P.O. Box 32005 

Lusaka 

ZAMBIA 

 

Telephone: + 260 21 1 374550-50, Fax + 260 21 1 255355 

E-mail: technical@zica.co.zm  

        

 

 

28
th

 February 2014  

 

 

The Technical Director 

International Public Sector Accounting Standards Board 

International Federation of Accountants 

277 Wellington Street West, 6
th

 Floor 

Toronto, Ontario M5V 3H2  

CANADA 
 

 

Dear Stephenie, 

 

Comments on Exposure Draft 51,  Joint Arrangements. 

 

The Zambia Institute of Chartered Accountants welcomes the opportunity to comment on the 

Exposure Draft 51, Joint Arrangements; issued by the International Public Sector Accounting 

Standards Board (IPSASB), in October 2013.   

 

The Institute deliberated the ED and our responses to specific questions are as follows:  

 

Question 1  

 

Do you agree that joint arrangements should be classified as joint ventures or joint operations 

based on whether an entity has (i) rights to assets and obligations for liabilities, or (ii) rights 

to net assets? 
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Comment  
 

Yes, we do agree with the proposed classification of joint arrangement as either joint 

ventures or joint operations and classification should be based on whether an entity has (i) 

rights to assets and obligations for liabilities, or (ii) rights to net assets. 

 

The proposed definition will bring harmonization with IFRS 11 Joint arrangements. 

 

 

Question 2  

 

Do you agree that joint ventures should be accounted for in consolidated financial statements 

using the equity method? 

 

Comment 

 

Yes, joint ventures should be accounted for in consolidated financial statements using the 

equity method, as required by an equivalent IFRS (Revised IAS 28 Investment in Associate 

and Joint ventures). 

 

 

 

 

 

The Institute will be ready to respond to any matters arising from the above comments. 

 

Yours faithfully 

 

 

Modest Hamalabbi  

Technical and Standards Manager  
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27 February 2014 
 
 
Ms Stephenie Fox 
Technical Director 
International Public Sector Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street West 
TORONTO ONTARIO CANADA M5V 3H2 
 
Email:  stepheniefox@ifac.org 
 
 
Dear Stephenie 
 
Exposure Draft ED 51 Joint Arrangements 
 
Thank you for the opportunity to comment on the above Exposure Draft (ED).  CPA Australia and the Institute 
of Chartered Accountants in Australia (the Institute) have considered the proposals and our comments follow. 
 
CPA Australia and the Institute represent over 210,000 professional accountants.  Our members work in 
diverse roles across public practice, commerce, industry, government and academia throughout Australia and 
internationally. 
 
We were pleased to read that the International Public Sector Accounting Standards Board (IPSASB) has 
reaffirmed its policy of converging the International Public Sector Accounting Standards (IPSAS), to the extent 
appropriate, with the International Financial Reporting Standards (IFRS) of the International Accounting 
Standards Board (IASB).  Therefore, it is our expectation that IPSASB will only modify IFRS when there are 
unique public sector issues that would warrant such modifications.  Such an approach promotes the goal of 
global standard setting and provides national standards setters such as Australia with financial reporting 
standards that can be used to support their reporting frameworks for both ‘non-profit’ entities and ‘for profit’ 
entities.   
 
We support the proposals contained in the ED.   
 
The Appendix to this letter contains our response to the question for comment.  If you require further 
information on any of our views, please contact Mark Shying, CPA Australia at mark.shying@cpaaustralia.com 
or Kerry Hicks, the Institute at kerry.hicks@charteredaccountants.com.au. 
 
Yours sincerely  

 

 
 
 

Alex Malley 
Chief Executive 
CPA Australia Ltd 

Lee White 
Chief Executive Officer 
Institute of Chartered Accountants Australia 
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Appendix 

 
Specific Matter for Comment 1:  
 
Do you agree that joint arrangements should be classified as joint ventures or joint operations based 
on whether an entity has (i) rights to assets and obligations for liabilities, or (ii) rights to net assets?  
 
Yes, we agree with the proposal. 
 
 
Specific Matter for Comment 2:  
 
Do you agree that joint ventures should be accounted for in consolidated financial statements using 
the equity method?   
 
Yes, we agree that joint ventures should be accounted for in consolidated financial statements using the 
equity method.  
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Denise Silva Ferreira Juvenal 

rio1042370@terra.com.br 

Accountant  

Commentary individual 

Rio de Janeiro / Brazil 

 

Chair and Steering Committee 

The Technical Director  

International Public Sector Accounting Standards Board  

International Federation of Accountants  

277 Wellington Street West  

Toronto, Ontario M5V 3H2 CANADA  

stepheniefox@ifac.org. 

                                                                                                                 March  04, 2014 

  
 Joint Arrangements 

I´m Denise Juvenal this pleasure to have the opportunity to comment on this 

consultation about Joint Arrangements at International Public Sector Accounting 

Standards (IPSASs).  This is my individual commentary for IFAC-IPSASb. 

  

Guide for Respondents  

The IPSASB would welcome comments on all of the matters discussed in this 

Exposure Draft. Comments are most helpful if they indicate the specific 

paragraph or group of paragraphs to which they relate, contain a clear rationale 

and, where applicable, provide a suggestion for alternative wording. The Specific 

Matters for Comment requested for the Exposure Draft are provided below.  

 

Specific Matter for Comment 1:  

Do you agree that joint arrangements should be classified as joint ventures or 

joint operations based on whether an entity has (i) rights to assets and 

obligations for liabilities, or (ii) rights to net assets?  
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 Yes, I agree that joint arrangements should be classified as joint ventures or 

joint operations based on whether an entity has rights to assets and obligations for 

liabilities or rights to net assets.  I suggest for the board, if agrees, that verify the 

procedures for internal control for public sector for this operation. I suggest for the 

board that observes discussion about IVSC1 about intangible assets, if agrees. 

 

Specific Matter for Comment 2:  

Do you agree that joint ventures should be accounted for in consolidated 

financial statements using the equity method? 

 Yes, I agree that joint ventures should be accounted for in consolidated financial 

statements using the equity method.  I suggest for the board observes the results of 

IASB2 and EFRAG3 about Equit Method that can be improve this discussion. 

 

Thank you for opportunity for comments this proposal, if you have questions do 

not hesitate contact to me, rio1042370@terra.com.br. 

Yours, 

Denise Silva Ferreira Juvenal 

rio1042370@terra.com.br 

552193493961 

                                                
1 http://www.ivsc.org/content/ivsc-publish-revised-guidance-valuation-intangible-assets 
2 http://www.ifrs.org/Current-Projects/IASB-Projects/IAS-27-Separate-Financial-Statements/Exposure-

Draft-December-2013/Pages/Exposure-Draft-and-Comment-letters.aspx 
3http://www.efrag.org/files/Proposed%20Amendments%20to%20IAS%2027/EFRAG_Draft_Comment_

Letter_on_ED_2013_10.pdf 
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Ms Stephenie Fox 
Technical Director 
IPSASB 
IFAC 
 
 
 
E-mail:  EDComments@ifac.org, 

StephenieFox@ifac.org 
 
 
 
 
20 February 2014 
 
Ref.: PSC/AKI/PGI 

 
 
 
 
 
Dear Ms Fox, 
 
IPSASB ED 51 Joint Arrangements 
 
(1) FEE (the Federation of European Accountants, www.fee.be) is pleased to 

submit its views on this proposed International Public Sector Accounting 
Standard. 

 
General Comments on the Exposure Draft 
 
(2) We strongly support IPSASB’s programme which helpfully combines IFRS 

converged IPSASs on matters which are common to both private and public 
sectors, public sector specific IPSASs on matters which are unique to the sector, 
and conceptual work which will inform the development of standards in future, 
seeking to achieve the optimum balance between maintaining comparability and 
addressing sector specific issues. 

 
(3) We have reviewed the changes in terminology between this Exposure Draft and 

its donor standard, IFRS 11, and agree that the revised terminology better 
represents the position of public sector bodies. We also agree with the inclusion 
of additional commentary in the Exposure Draft to clarify the applicability of the 
proposed Standard to accounting by public sector entities. 
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Specific Matters for Comments 
 
(4) FEE’s views are set out below on the Specific Matters on which the IPSASB 

would particularly value comments. 
 
 
Specific Matter for Comment 1 
 
Do you agree that joint arrangements should be classified as joint ventures or 
joint operations based on whether an entity has (i) rights to assets and 
obligations for liabilities, or (ii) rights to net assets? 
 
(5) We agree that joint arrangements should be classified as joint ventures where 

the parties that have joint control have rights to the net assets of the 
arrangement. We also agree that joint arrangements should be classified as 
joint operations where the parties that have joint control have rights to the 
assets, and obligations for the liabilities, of the arrangement. We believe that 
these two classifications adequately represent the types of arrangements 
undertaken by bodies in the public sector. 

 
 
Specific Matter for Comment 2 
 
Do you agree that joint ventures should be accounted for in consolidated 
financial statements using the equity method? 
 
(6) Due to the lack of overall control inherent in joint ventures and the fact that they 

are usually created for short-term or one-off projects, we agree with the use of 
equity accounting rather than proportional consolidation to account for such 
vehicles. Additionally, we support the removal of options in the accounting 
treatment that may be applied as we believe that this will improve comparability 
between financial statements. 
 

 
 
 
For further information on this letter, please contact Paul Gisby, Project Manager from 
the FEE Team, on +32 2 285 40 70 or via e-mail at paul.gisby@fee.be. 
 
Yours sincerely, 
 
 
 
 
 
 
André Kilesse Olivier Boutellis-Taft 
President Chief Executive 
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Stephenie Fox 
Technical Director 
International Public Sector  
Accounting Standards Board 
International Federation of Accountants 
277 Wellington Street, 4th Floor 
Toronto, Ontario M5V 3H2 
CANADA 

 

Lausanne, February 14, 2014  

Swiss Comments to  
Exposure Drafts 48 Separate Financial Statements, 49 
Consolidated Financial Statements, 50 Investments in Associates 
and Joint Ventures, 51 Joint Arrangements und 52 Disclosure of 
Interests in Other Entities 

Dear Stephenie, 

With reference to the request for comments on the proposed Exposure Draft, we are pleased to 
present the Swiss Comments to Exposure Drafts 48 Separate Financial Statements, 49 
Consolidated Financial Statements, 50 Investments in Associates and Joint Ventures, 51 Joint 
Arrangements und 52 Disclosure of Interests in Other Entities. We thank you for giving us the 
opportunity to put forward our views and suggestions. You will find our comments to the Exposure 
Draft in the attached document. 

Should you have any questions, please do not hesitate to contact us. 

 
 
Yours sincerely, 
 
SRS-CSPCP 

  
Prof Nils Soguel, President  Evelyn Munier, Secretary 
 
 
 
 
 
Swiss Comments to Exposure Drafts 48 Separate Financial Statements, 49 Consolidated Financial 
Statements, 50 Investments in Associates and Joint Ventures, 51 Joint Arrangements und 52 
Disclosure of Interests in Other Entities 
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1.  Introduction 
 
The Swiss Public Sector Financial Reporting Advisory Committee (SRS-CSPCP) was 
established in 2008 by the Swiss Federal Ministry of Finance together with the Ministers of 
Finance at the cantonal level. One of its aims is to provide the IPSAS Board with a 
consolidated statement for all the three Swiss levels of government (municipalities, cantons 
and Confederation). 
The SRS-CSPSP has discussed Exposure Drafts 48 Separate Financial Statements, 49 
Consolidated Financial Statements, 50 Investments in Associates and Joint Ventures, 51 Joint 
Arrangements and 52 Disclosure of Interests in Other Entities. 

2.  Comments to Exposure Drafts 48 Separate Financial 
Statements, 49 Consolidated Financial Statements, 50 
Investments in Associates and Joint Ventures, 51 Joint 
Arrangements und 52 Disclosure of Interests in Other 
Entities 

 
 
2.1. General Remarks 

 
The SRS-CSPCP generally welcomes the drafting of 5 new standards on investments to 
replace the present Standards 6 – 8. 
 
 

2.2. ED 48 Separate Financial Statements 
 

Specific Matter of Comment 1 
 

Do you agree generally with the proposals for separate financial statements? In 
particular, do you agree with the proposal to permit the use of the equity method, 
in addition to cost or fair value, for investments in other entities? 
 
The SRS-CSPCP generally agrees with the content of this ED.   In Switzerland the demand 
for a uniform accounting method for all „investees” is hardly applicable because frequently 
the entities being consolidated draw up their annual accounts in accordance with Swiss 
GAAP. In case the consolidated entities draw up their annual accounts in accordance with 
IFRS, a problem also arises when the chosen accounting options are different or if the 
entities chose very different Accounting Policies. However the issue may be the same if 
IPSAS are used. Therefore the SRS welcomes the proposal that in addition to valuation at 
cost or market value the equity method can be applied. 
 
 

2.3. ED 49 Consolidated Financial Statements 
 

General Remarks 
 
The SRS-CSPCP wishes that the purpose of consolidation is clearly stated in the Introduction 
to the Standard: what is the purpose of the consolidation, what does consolidation provide in 
addition to the GPFS. For example it would be possible to include part of Sections BC 5 and 
BC 7 a in the Introduction to the Standard; of course with the necessary adjustments and 
additions. 
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Specific Matter of Comment 1 
 
Do you agree with the proposed definition of control? If not, how would you change 
the definition? 
 
The SRS-CSPCP generally agrees with this definition. It notes, however, that the third 
criterion (the ability to use its power over the other entity to affect the nature or amount of 
the benefits from its involvement with the other entity) causes some uncertainty, because a 
given tier of government can have only a regulatory control over an entity, but otherwise 
does not control the entity. 
This makes the examples provided at the end of the exposure draft are very useful and 
helpful for the understanding of this ED. They should be retained without fail. 
 
 
Specific Matter of Comment 2 
 
Do you agree that a controlling entity should consolidate all controlled entities 
(except in the circumstances proposed in this Exposure Draft)? If you consider that 
certain categories of entities should not be consolidated, please justify your 
proposal having regard to user needs and indicate your preferred accounting 
treatment for any such controlled entities. If you have any comments about 
temporarily controlled entities, please respond to Specific Matter for Comment 3. 
 
The SRS-CSPCP generally agrees that all controlled entities must be consolidated. In 
justifiable and exceptional cases (based on objective criterion) it should be possible to refrain 
from consolidation. Such exemptions should be laid down in the legal basis (e.g. Budget Act 
or Budget Ordinance). 
 
 
Specific Matter of Comment 3 
 
Do you agree with the proposal to withdraw the exemption in IPSAS 6, 
Consolidated and Separate Financial Statements (December 2006) for temporarily 
controlled entities? If you agree with the withdrawal of the exemption please give 
reasons. If you disagree with the withdrawal of the exemption please indicate any 
modifications that you would propose to the exemption in IPSAS 6 (December 
2006). 
 
The SRS-CSPCP agrees with the withdrawal of this exemption. Temporarily limited 
investments must also be consolidated, to prevent abuse. 
 
 
Specific Matter of Comment 4 
 
Do you agree that a controlling entity that meets the definition of an investment 
entity should be required to account for its investments at fair value through 
surplus or deficit? 
 
The SRS-CSPCP agrees with this statement. 
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Specific Matter of Comment 5 
 
Do you agree that a controlling entity, that is not itself an investment entity, but 
which controls an investment entity should be required to present consolidated 
financial statements in which it (i) measures the investments of the controlled 
investment entity at fair value through surplus or deficit in accordance with IPSAS 
29, Financial Instruments: Recognition and Measurement, and (ii) consolidates the 
other assets and liabilities and revenue and expenses of the controlled investment 
entity in accordance with this Standard? 
Do you agree that the proposed approach is appropriate and practicable? If not, 
what approach do you consider would be more appropriate and practicable? 
 
The SRS-CSPCP agrees with this statement and is of the opinion that the proposed approach 
is appropriate and practicable. 
 
 
Specific Matter of Comment 6 
 
The IPSASB has aligned the principles in this Standard with the Government 
Finance Statistics Manual 2013 (GFSM 2013) where feasible. Can you identify any 
further opportunities for alignment? 
 
At present the SRS-CSPCP sees no further possibilities for alignment. 
 
 

2.4. ED 50 Investment in Associates and Joint Ventures 
 
Specific Matter of Comment 1 
 
Do you generally agree with the proposals in the Exposure Draft? If not, please 
provide reasons 
 
The SRS-CSPCP agrees with the content, but not with the structure of this ED.   It is not 
clear why in this Standard reference is made to Associates and Joint Ventures and in ED 51 
to Joint Arrangements. The split into a Standard “Associates” and a Standard “Joint 
Arrangements” would be desirable. As far as the SRS-CSPCP is concerned, the Standards do 
not necessarily have to follow the presentation of the IFRS.    It is important above all that 
the Standard is comprehensible for the reader. The fact that the split of the IPSAS 
corresponds with that of the IFRS should not be a priority, because the group addressed by 
the IPSAS is frequently different from the one addressed by the IFRS. 
Furthermore, the SRS-CSPCP asks itself why in Paragraph 26 (a) there is talk of a national 
Standard, when an international Standard exists. 
 
 
Specific Matter of Comment 2 
 
Do you agree with the proposal that the scope of the Exposure Draft be restricted 
to situations where there is a quantifiable ownership interest? 
 
The SRS-CSPCP agrees with this statement. 
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Specific Matter of Comment 3 
 
Do you agree with the proposal to require the use of the equity method to account 
for investments in joint ventures? If not, please provide reasons and indicate your 
preferred treatment. 
 
The SRS-CSPCP agrees with this proposal. Valuation at cost or market value is too time 
consuming and in some cases not applicable. Valuation at cost or market value can be 
realised more simply, but it is not in accord with “true and fair”-reporting. 
 
 

2.5. ED 51 Joint Arrangements 
 
General Remarks 
 
As already mentioned in the comments on ED 50, all Joint Arrangements should be treated in 
this Standard. All the elements of ED 50, which concern Joint Arrangements, should be 
included in this Standard. 
 
 
Specific Matter of Comment 1 
 
Do you agree that joint arrangements should be classified as joint ventures or joint 
operations based on whether an entity has (i) rights to assets and obligations for 
liabilities, or (ii) rights to net assets? 
 
Das SRS-CSPCP ist mit dieser Aussage einverstanden. 
 
 
Specific Matter of Comment 2 
 
Do you agree that joint ventures should be accounted for in consolidated financial 
statements using the equity method? 
 
The SRS-CSPCP agrees with this statement. 
 
 

2.6. ED 52 Disclosure of Interests in Other Entities 

 
General Remarks 
 
The SRS-CSPCP notes that the demarcation of this ED (Paragraph 11, AG 6) from IPSAS 18 
(Segment Reporting) is not clear.   It would also be desirable to add an illustrative example. 
 
 
Specific Matter of Comment 1 
 
Do you agree the proposed disclosures in this draft Standard? If not, why? Are 
there any additional disclosures that would be useful for users of financial 
statements? 
 
The SRS-CSPCP agrees with the proposed disclosures and demands no additional disclosures.   
The SRS-CSPCP welcomes the fact that in Section 40ff the disclosure of non-consolidated 
entities is also governed. 
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Specific Matter of Comment 2 
 
Do you agree with the proposal that entities for which administrative arrangements 
or statutory provisions are dominant factors in determining control of the entity are 
not structured entities? If not, please explain why and explain how you would 
identify entities in respect of which the structured entity disclosures would be 
appropriate. 
 
The SRS-CSPCP agrees with this proposal. 
 
 

 
Lausanne, 18 November 2013 
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P O Box 74129 

Lynnwood Ridge 
0040 

Tel. 011 697 0660 
Fax. 011 697 0666 

Board Members: Mr V Jack (Chairperson), Ms T Coetzer, Mr B Colyvas, Ms CJ Kujenga,  
Mr K Kumar, Mr K Makwetu, Mr G Paul, Ms N Ranchod, Ms R Rasikhinya,  

Alternates: Ms L Bodewig, Mr J Van Schalkwyk 
Chief Executive Officer: Ms E Swart 

 
 

The Technical Director 

International Public Sector Accounting Standards Board  

International Federation of Accountants  

277 Wellington Street West, 6th Floor 

Toronto, Ontario M5V 3H2 Canada 

Per e-mail stepheniefox@ifac.org 
 
7 March 2014 
 
Dear Stephenie,  
  

COMMENT ON THE EXPOSURE DRAFTS ON ACCOUNTING FOR INTERESTS IN 

OTHER ENTITIES  

We welcome the opportunity to comment on the following Exposure Drafts: 

 ED 48 Separate Financial Statements; 

 ED 49 Consolidated Financial Statements; 

 ED 50 Investments in Associates and Joint Ventures; 

 ED 51 Joint Arrangements; and  

 ED 52 Disclosure of Interests in Other Entities. 

Overall, we support the development of the Exposure Drafts as we believe that they provide 
a comprehensive set of principles to be used by entities in accounting, reporting and 
disclosing their interests in other entities. 

Some of our stakeholders noted that the IASB has a number of projects on its work 
programme that consider amendments to its suite of Standards that deal with interests in 
other entities, which may impact the IPSASB’s project. An example is the recent Exposure 
Draft that requested comment on reinstating the option to use the equity method to account 
for investments in controlled entities, associates and joint ventures in an entity’s separate 
financial statements. We propose that the IPSASB consider the outcome of these 
amendments before finalising its project on interests in other entities.  

Responses to Exposure Draft 51 (ED 51) 
IPSASB Meeting (June 2014)  01 

ADAA - UAE

Agenda Item 5.3.4

mailto:stepheniefox@ifac.org


2 
 

Our comment to you is set out in two parts: Part I outlines comment to the specific matters 
for comment and Part II outlines general comment on some of the principles included in the 
Exposure Drafts.    

The comment on the Exposure Drafts is that of the Secretariat of the Accounting Standards 
Board and not that of the Board. In formulating our comment on the Exposure Drafts, the 
Secretariat consulted with a range of stakeholders including auditors, preparers, consultants, 
professional bodies and other interested parties. 

Please feel free to contact me should you require clarification on any of our comments. 

Yours sincerely  
 

 
Erna Swart, Chief Executive Officer 
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PART I – RESPONSES TO SPECIFIC MATTERS FOR COMMENT 

Exposure Draft 48, Separate Financial Statements 

Specific Matter for Comment 1 

Do you agree generally with the proposals for separate financial statements? In particular, 

do you agree with the proposal to permit the use of the equity method, in addition to cost or 

fair value, for investments in other entities? 

We agree with the proposals for separate financial statements as included in Exposure Draft 
48. We are of the view that the Exposure Draft provides adequate guidance with regards to 
accounting and disclosure requirements when an entity prepares separate financial 
statements.  

Use of the Equity Method 

The equity method is a well-established, acceptable method of accounting. As the equity 
method represents a valuation methodology for investments based on increases, or 
decreases, of the assets and liabilities of the controlled entity, associate or joint venture, it 
provides useful information to the users of the financial statements about the performance of 
these investments. We therefore agree with the proposal to permit the use of the equity 
method in addition to cost or fair value, in accounting for investments in controlled entities, 
associates and joint ventures in an entity’s separate financial statements.  

However, the IPSASB should consider the extent to which comparability between entities 
may be impaired when allowing three methods to present information about an investment in 
other entities in an entity’s separate financial statements. In particular, the IPSASB should 
consider whether the qualitative characteristics in the Conceptual Framework, specifically 
comparability, will be met.  

In addition, as mentioned in the covering letter, we recommend that the IPSASB consider 
the outcome of the IASB’s project before approving the Standard.  
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Exposure Draft 49, Consolidated Financial Statements 

Specific Matter for Comment 1 

Do you agree with the proposed definition of control? If not, how would you change the 

definition?  

We agree with the proposed definition of control as included in the Exposure Draft. We do, 
however, have a few suggestions in applying the definition to specific circumstances. These 
are included in Part II.   

Specific Matter for Comment 2 

Do you agree that a controlling entity should consolidate all controlled entities (except in the 

circumstances proposed in this Exposure Draft)? 

If you consider that certain categories of entities should not be consolidated, please justify 

your proposal having regard to user needs and indicate your preferred accounting treatment 

for any such controlled entities. If you have any comments about temporarily controlled 

entities, please respond to Specific Matter for Comment 3.  

We agree that a controlling entity should consolidate all its controlled entities, as including all 
entities in the consolidation will provide a complete and useful assessment of the economic 
entity’s activities and current financial position.      

Specific Matter for Comment 3 

Do you agree with the proposal to withdraw the exemption in IPSAS 6, Consolidated and 

Separate Financial Statements (December 2006) for temporarily controlled entities? 

If you agree with the withdrawal of the exemption please give reasons. If you disagree with 

the withdrawal of the exemption please indicate any modifications that you would propose to 

the exemption in IPSAS 6 (December 2006).  

We agree with the proposal to withdraw the exemption in IPSAS 6, Consolidated and 

Separate Financial Statements (December 2006) relating to temporarily controlled entities. 
We have noted that in many instances it takes more than twelve months to dispose of a 
temporarily controlled entity, as legislation and other requirements have to be met before a 
sale is concluded, despite management’s intention to sell the entity within a twelve month 
period. We also acknowledge that in many instances, judgment has to be applied in 
determining whether an entity should be classified as temporarily controlled. By excluding 
these entities from the consolidation, we are of the view that fair presentation, relevance and 
the reliability of the financial statements may have been impaired.  

We do have proposals for disclosures that could be included in the financial statements 
where management intends to sell a controlled entity. These proposals have been included 
in our response to specific matter for comment 1 on Exposure Draft 52.  

Specific Matter for Comment 4 

Do you agree that a controlling entity that meets the definition of an investment entity should 

be required to account for its investments at fair value through surplus or deficit? 

We agree that a controlling entity that meets the definition of an investment entity should be 
required to account for its investments at fair value through surplus or deficit. Accounting for 
investments at fair value through surplus and deficit: 
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(a) enhances the comparability of the different investments reported in an investment 
entity’s financial statements; 

(b) provides useful information to the users of the financial statements as the method of 
accounting for these investments reflects the way in which they are managed, i.e. on 
a fair value basis.   

Specific Matter for Comment 5 

Do you agree that a controlling entity, that is not itself an investment entity, but which 

controls an investment entity should be required to present consolidated financial statements 

in which it (i) measures the investments of the controlled investment entity at fair value 

through surplus or deficit in accordance with IPSAS 29, Financial Instruments: Recognition 

and Measurement, and (ii) consolidates the other assets and liabilities and revenue and 

expenses on the controlled investment entity in accordance with this Standard?  

Do you agree that the proposed approach is appropriate and practicable? If not, what 

approach do you consider would be more appropriate and practicable? 

We agree that a controlling entity, that is not itself an investment entity, but which controls an 
investment entity should be required to present consolidated financial statements in which it 
(i) measures the investments of the controlled investment entity at fair value through surplus 
or deficit in accordance with IPSAS 29, Financial Instruments: Recognition and 

Measurement, and (ii) consolidates the other assets and liabilities and revenue and 
expenses on the controlled investment entity in accordance with this Exposure Draft.  

We support the IPSASB’s view that extending the accounting for investments in a controlled 
investment entity’s financial statements to its controlling entity’s financial statements, would 
provide the users of the financial statements with useful information.  

Specific Matter for Comment 6 

The IPSAS has aligned the principles in this Standard with the Government Finance 

Statistics Manual 2013 (GFSM 2013) where feasible. Can you identify any further 

opportunities for alignment?  

We have not identified any further opportunities for alignment between the principles in this 
Standard and GFSM 2013.  
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Exposure Draft 50, Investments in Associates and Joint Ventures 

Specific Matter for Comment 1 

Do you generally agree with the proposals in the Exposure Draft? If not, please provide 

reasons.   

We agree with the proposals in the Exposure Draft in general. We have, however, included 
comment on certain principles in this Exposure Draft in Part II of our response.  

Specific Matter for Comment 2 

Do you agree with the proposal that the scope of the Exposure Draft be restricted to 

situations where there is a quantifiable ownership interest? 

We agree that the scope of the Exposure Draft should be restricted to quantifiable ownership 
interest.  

The second sentence in paragraph .04 of this Exposure Draft determines that the Standard 
applies to quantifiable ownership interest, which includes interests that arises from a formal 
equity structure. The rest of this paragraph and paragraph .05 then includes explanatory 
guidance on what a formal equity structure constitutes. However, in reading BC 5, 
quantifiable ownership interest, in our view, also includes other forms like partnership 
arrangements which do not have formal equity structures.         

We are of the view that the inclusion of the scope restriction has narrowed the scope for joint 
ventures, whom in many instances, may not have a formal equity structure. As the 
explanations in paragraphs .03 to .05 are limited to a discussion of a formal equity structure, 
entities that have other structures such as partnership arrangements, may conclude that 
they fall outside the scope of this Exposure Draft, if the explanation in the Exposure Draft is 
limited to a discussion of a formal equity structure 

We are of the view that more explanatory guidance should be included to explain that 
entities with structures such as partnership arrangements may also apply the principles in 
this Exposure Draft, even though there are no formal equity structure.  

An example could also be included to explain the concept of quantifiable ownership interest.  

We propose that the explanation of quantifiable ownership interest could be expanded to 
refer to binding arrangements.  

We also propose that when an entity falls outside the scope of this Exposure Draft because 
it does not have a quantifiable ownership interest, the Exposure Draft should refer preparers 
to the relevant IPSASs that should be applied.  

Specific Matter for Comment 3 

Do you agree with the proposal to require the use of the equity method to account for 

investments in joint ventures? If not, please provide reasons and indicate your preferred 

treatment.  

We agree with the proposal to only require the use of the equity method to account for 
investments in joint ventures. We support the view that the equity method better reflects the 
rights and obligations of an entity as a result of its interest in the arrangement, regardless of 
its structure or legal form.  
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Exposure Draft 51, Joint Arrangements 

Specific Matter for Comment 1 

Do you agree that joint arrangements should be classified as joint ventures or joint 

operations based on whether an entity has (i) rights to assets and obligations for liabilities, or 

(ii) rights to net assets?  

We agree with the proposed classification of a joint arrangement based on an entity’s rights 
to assets and/or obligations for liabilities, or its rights to net assets.   

Specific Matter for Comment 2 

Do you agree that joint ventures should be accounted for in consolidated financial 

statements using the equity method?  

As with our response to specific matter for comment 3 in Exposure Draft 50, we agree with 
the proposal to only require the use of the equity method to account for investments in joint 
ventures.  

 

  

Responses to Exposure Draft 51 (ED 51) 
IPSASB Meeting (June 2014)  01 

ADAA - UAE

Agenda Item 5.3.4



 

  8 
 

Exposure Draft 52, Disclosure of Interests in Other Entities 

Specific Matter for Comment 1 

Do you agree with the proposed disclosures in this draft Standard? If not, why? Are there 

any additional disclosures that would be useful to users of financial statements?   

We agree with the proposed disclosures in this Exposure Draft.  

However, we propose that some disclosure requirements should be included for temporarily 
controlled entities held for sale in the absence of an IPSAS that deals with non-current 
assets held for sale.  

We propose that the following disclosures should be considered for material temporarily 
controlled entities, associates or joint ventures, and in aggregate for immaterial temporarily 
controlled entities, associates or joint ventures:   

 a description of the temporarily controlled entity, associate or joint venture and the 
rationale for its acquisition; 

 the carrying value of the assets and liabilities that will be affected by the disposal of 
the temporarily controlled entity, associate or joint venture; and   

 a description of the intended manner of disposal, including the expected sale or 
transfer date. 

We are of the view that these disclosures will provide useful information for decision making 
to the users of the financial statements.  

Specific Matter for Comment 2 

Do you agree with the proposal that entities for which administrative arrangements or 

statutory provisions are dominant factors in determining control of the entity are not 

structured entities? If not, please explain why and explain how you would identify entities in 

respect of which the structured entity disclosures would be appropriate.  

The definition in paragraph .07 refers to those circumstances where administrative 
arrangements and legislation are not normally the dominant factors. We are of the view that 
entities will find it difficult to identify a public sector structured entity based on this definition, 
and therefore propose that explanatory guidance should be included in the Exposure Draft to 
explain the definition. Furthermore, illustrative examples should be included in the Exposure 
Draft to assist preparers with the identification of a structured entity. 

We also question how a binding arrangement, as referred to in Exposure Draft 50 and 
Exposure Draft 51, will impact the definition and identification of a structured entity. In the 
explanation in AG20, reference is made to both administrative arrangements and binding 
arrangements, yet the definition of a structure entity only refers to administrative 
arrangements. Clarification on how or whether binding arrangements are considered in 
identifying structured entities should be provided in this Exposure Draft.   

Furthermore, the guidance provided in AG22(c) and (d) should be reconsidered as it is, in 
our view, not public sector specific. 
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PART II – OTHER COMMENTS 

Exposure Draft 48, Separate Financial Statements 

1. Definitions 

We agree with the definitions that have been included in the Exposure Draft, but 
propose that the following additional definitions, which are currently only included in 
Exposure Draft 49, also be included in this Exposure Draft:  

 Controlled entity,  

 Controlling entity, 

 Equity method; and  

 Investment entity.  

Because the scope of this Exposure Draft is limited to an entity that prepares and 
presents separate financial statements, we are of the view that including these 
definitions will be useful to the preparers of the financial statements, specifically in 
those circumstances where an entity does not present consolidated financial 
statements.  

This Exposure Draft includes transitional provisions for  investment entities, and in 
understanding, from a preparer’s perspective, whether these provisions should be 

applied or considered, preparers will find an explanation of the term “investment entity” 

useful.  

2. Transitional relief relating to an investment entity 

The IPSASB’s Exposure Draft on Consolidated Financial Statements (ED 49) 
introduced the concept of investment entities. 

This Exposure Draft requires an investment entity to retrospectively adjust the 
measurement of its investment entity that was previously measured at cost, to fair 
value through surplus and deficit. In considering the cost-benefit criterion, and based 
on the availability of information on the date adoption of accrual basis IPSASs, we are 
of the view that relief should be provided to first-time adopters in accounting for their 
investments entities by allowing them to determine fair value on the date of transition 
to accrual basis IPSASs.  

3. Initial application  

Paragraph 23 of this Exposure Draft includes the transitional requirements that should 
be applied on initial application of this pronouncement. The term used in the heading 
“initial application” is, however, not consistent with the terminology usually used in 
other IPSASs. We therefore propose that the heading to paragraph 23 should be 
amended to “transitional provisions” to achieve consistency. 

In addition, we also propose that the paragraph should be clarified to require that an 
investment entity that is a controlling entity (as envisaged in Exposure Draft 49.52) and 
an investment entity that is a controlled entity (as envisaged in Exposure Draft 49.54), 
apply these transitional provisions.   
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4. Cross reference to information dealing with separate financial statements in 

other Exposure Drafts 

Paragraph .41 of Exposure Draft 51 sets out the transitional provisions to be applied in 
an entity’s separate financial statements for interests in joint operations. We propose 

that the IPSASB should reconsider the positioning of this guidance as in our view, it 
should be included in the pronouncement that provides guidance on separate financial 
statements. This will also ensure that the IPSASB meets its objective of presenting all 
the requirements relating to separate financial statements, in one IPSAS. Alternatively, 
the IPSASB could include a cross reference between Exposure Draft 51 and Exposure 
Draft 48 so that preparers could consider all the applicable principles in presenting its 
separate financial statements.  
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Exposure Draft 49, Consolidated Financial Statements 

5. Scope  

Whole-of-government consolidations 

Paragraph .03 of this Exposure Draft explains when consolidated financial statements 
shall be presented. Even though whole-of-government is defined differently in various 
jurisdictions, we are of the view that preparers would find an explanation around the 
application of the principles to the preparation of whole-of-government financial 
statements useful. As such, we propose that the scope of this Exposure Draft should 
be expanded to clarify the application to whole-of-government consolidations, similar 
to the existing guidance that is included in IPSAS 6.17 and .18.  

Consolidation exemptions 

We propose that the wording in paragraph 5(c) should be amended to clarify that the 
exemption from preparing consolidated financial statements can only be applied, if an 
investment entity measures its investments in a controlled entity at fair value through 
surplus and deficit as determined in paragraph .52. At present, it may be interpreted to 
be an option. 

We propose the following change: 

“An investment entity reporting in accordance with IPSASs need not present 
consolidated financial statements if it measures all of its investments in a controlled 
entity at fair value through surplus and deficit as required by paragraph .52 of this 
Standard. if it is required, in accordance with paragraph 52 of this Standard, to 
measure all of its controlled entities at fair value through surplus of deficit.”   

6. Explanatory guidance in meeting the definition of control  

The exposure or right to benefits from the entity’s involvement with the other entity is 

one of the criteria needed in meeting the definition of control. This Exposure Draft 
explains the other two criteria that need to be met in order for control to exist in 
paragraphs .19 to .30, but no explanation is given about the entity’s exposure, or its 
rights to benefits, including its assessment of substantive and protective rights. The 
Application guidance includes detail guidance around the various rights that an entity 
can have. In understanding the second criteria in the control definition, we propose 
that the IPSASB should include a general paragraph in the Exposure Draft itself, to 
explain these aspects. We also recommend that ‘political rights’ need to explained, 
along with an indication as to whether or not it should be considered in meeting the 
definition of control. The principles should be in the standard itself.  The application 
guidance cannot extend the principles; it should illustrate the application. 

Furthermore, IPSAS 6.36 includes explanatory guidance about an entity’s ability to 
govern decision-making in relation to the financial and operating policies of another 
entity, and how it impacts on meeting the definition of control. We are of the view that 
this explanation is useful in understanding whether control is met in those 
circumstances where a controlling entity cannot demonstrate that it governs decision-
making over the controlled entity’s financial and operating policies. We, therefore, 
propose that a similar explanation should be included in the Exposure Draft.  

 

Responses to Exposure Draft 51 (ED 51) 
IPSASB Meeting (June 2014)  01 

ADAA - UAE

Agenda Item 5.3.4



 

  12 
 

7. Guidance when the definition of control is not met  

Paragraphs .14 to .16 of this Exposure Drafts explain the control criteria, and require 
that all three elements need to be met for an entity to prepare consolidated financial 
statements. We propose that this Exposure Draft should include a reference to the 
appropriate accounting guidance that should be considered when an entity concludes 
that it does not have control over another entity.  

8. Non-financial benefits 

Paragraphs .26, .27 and .29 of this Exposure Draft include examples of non-financial 
benefits. Some of our stakeholders questioned the relationship between the concept of 
service potential and non-financial benefits. We therefore propose that an explanation 
should be included in this Exposure Draft explaining service potential, and how it 
relates to non-financial benefits.  

9. Different reporting periods 

Paragraph B93 of IAS 10 requires that the difference between the end of the reporting 
period of the controlled entity and the controlling entity should not be more than three 
months. 

The IPSASB has not included a similar requirement in this Exposure Draft, but rather 
requires that adjustments should be made for the effects of significant transactions or 
events between the date of the financial statements of the controlled and controlling 
entity. However, the IPSASB’s rationale for including a different requirement in this 

Exposure Draft is not explained in the Basis for Conclusions. We therefore recommend 
that the Basis for Conclusions be amended to explain the IPSASB’s decision.   

10. Implementation Guidance 

We question the public sector relevance of example 7 of an investment vehicle, 
example 51 of a real estate entity and example 52 of a master fund. We propose that 
more relevant public sector specific examples should be included to assist preparers in 
understanding and in identifying an investment entity.      
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Exposure Draft 50, Investments in Associates and Joint Ventures 

11. Definitions 

We agree with the definitions that have been included in the Exposure Draft, but as 
with our general comment to Exposure Draft 48, we are of the view that the definition 
for “investor” and “investee” should be included in this Exposure Draft as it would be 
useful to the preparers of the financial statements.   

12. Different reporting periods 

IAS 28.34 requires that the difference between the end of the reporting period of the 
associate or joint venture, and that of the entity should not be more than three months. 

The IPSASB has not included a similar requirement in this Exposure Draft, but rather 
requires that adjustments should be made for the effects of significant transactions or 
events between the date of the financial statements of the associate or joint venture, 
and that of the entity. The IPSASB’s rationale for including a different requirement in 
this Exposure Draft is not explained in the Basis for Conclusions. We therefore 
propose that the Basis for Conclusions should be amended to explain the decision.   

13. Impairment losses 

Paragraph .45 includes detail guidance on how an entity should apply the principles in 
IPSAS 26 to determine whether its net investment in an associate or joint venture, is 
impaired, whereas paragraph .46, merely explains the principles and terminology in 
IPSAS 21. 

We question whether the guidance in paragraphs .45 and .46 are needed, as we 
believe that the reference to IPSAS 21 and IPSAS 26 is paragraph .44 is sufficient. We 
therefore propose that paragraphs .45 to .46 should be deleted.     

14. Cross reference to transitional provisions following the elimination of 

proportionate consolidation  

 Paragraph .32 of Exposure Draft 51 sets out the transitional provisions to be applied in 
the transition from proportionate consolidation to the equity method. We propose that 
the IPSASB should consider including a cross reference in this Exposure Draft to the 
transitional guidance in Exposure Draft 51.   

15. Effective date paragraph 

As with the other Exposure Drafts that deal with interests in other entities, we propose 
that the first effective date paragraph should be in bold text.    
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Exposure Draft 51, Joint Arrangements 

16. Sequence of the Exposure Drafts 

We propose that the IPSASB reconsider the sequence and numbering of the 
paragraphs in that deals with the accounting of associates and joint ventures. This 
Exposure Draft assists users to identify whether an arrangement should be classified 
as a joint operation and joint venture. In our view, this would be the first step to follow, 
before accounting for the arrangement Exposure Draft 50would be considered.  

17. Determining joint control  

Paragraph .07 defines joint control as the agreed sharing of control of an arrangement 
by way of a binding arrangement, which exists only when decisions about the relevant 
activities requires unanimous consent of the parties sharing the control. Exposure 
Draft 49 explains how and whether control exists where a public sector entity is 
carrying out government policy on behalf of an executive authority (AG 59). We 
propose that similar guidance should be included in this Exposure Draft to illustrate 
whether joint control exists where government policy are carried out in terms of an 
arrangement.       

18. Financial statements of parties to a joint arrangement 

Paragraph .23(c) and (d) makes reference to “sale”, which in our view, reflects private 
sector circumstances. The requirements in this paragraph should also be expanded to 
non-exchange revenue transactions, and we propose that the paragraph should be 
extended to also refer to distributions made at no or nominal value.     

19. Cross reference to information dealing with separate financial statements  

Paragraph .41 of this Exposure Draft sets out the transitional provisions to be applied 
in an entity’s separate financial statements for interests in joint operations. As we have 
mentioned in our general comments to Exposure Daft 48 above, we propose that the 
IPSASB should reconsider the positioning of this guidance. In our view, it should be 
included in the pronouncement that provides guidance on separate financial 
statements. Alternatively, the IPSASB should consider including cross references 
between this Exposure Draft and Exposure Draft 48.  

20. Cross reference to transitional provisions following the elimination of 

proportionate consolidation  

Paragraph .32 of this Exposure Draft sets out the transitional provisions to be applied 
in the transition from proportionate consolidation to the equity method. We propose 
that the IPSASB should consider including a cross reference to Exposure Draft 50 that 
deals with the accounting of joint ventures. 

21. Illustrative examples 

Example 1 illustrates the application of this Exposure Draft to a construction service 
between a private sector entity and a public sector entity. Some of our stakeholders 
questioned how this example impacts the application of the IPSAS on Service 

Concession Arrangements: Grantor (IPSAS 32). We therefore propose that the link 
between this example and IPSAS 32 should be clarified.     
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Exposure Draft 52, Disclosure of Interests in Other Entities 

22. Inclusion of disclosures in reports that are not part of the financial statements 

Paragraph .12 of this Exposure Draft requires disclosures about the methodology 
applied by an entity to determine whether control, joint control or significant influence 
exists over another entity. Paragraph 13 allows the entity to include these assumptions 
and methodology either in the financial statements, or by means of a cross reference 
to some other statement that is available to users of the financial statements.  

We question the requirement to allow the inclusion of a cross reference to another 
statement based on the requirements in paragraph .136 of IPSAS 1 that requires an 
entity to disclose, as part of the summary of significant accounting policies or other 
notes, judgment that was applied by management to the extent that it has a significant 
effect on amounts recognized in the financial statements.  

As a result, we propose that the requirement in paragraph .13 should be amended to 
require disclosure in the financial statements. 

23. Disclosures around the nature of interests and risks 

Paragraphs .45 and .46 require an entity to disclose information about the nature of 
interests and the nature of risks, in tabular format. We question why the format is 
prescribed in these two paragraphs only. For example, the presentation of the 
disclosures about the nature of risks associated with an entity’s interest in consolidated 
structured entities (paragraphs .21 – .24) and the nature and extent of interests in joint 
arrangement and associates (paragraphs .36 - .39), are not that prescriptive. 

We therefore propose that the IPSASB should reconsider the requirement to present 
the information in a table. 
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Level 7, 600 Bourke Street 
MELBOURNE  VIC  3000 

Postal Address 

PO Box 204 
Collins Street West  VIC  8007 

Telephone: (03) 9617 7600 
Facsimile: (03) 9617 7608 

 13 March 2014 

Ms Stephenie Fox 

Technical Director 

International Public Sector Accounting Standards Board 

International Federation of Accountants 

277 Wellington Street West 

Toronto, Ontario M5V 3H2 

CANADA 

Dear Stephenie, 

IPSASB Exposure Drafts 48-52 Interests in Other Entities 

The Australian Accounting Standards Board (AASB) is pleased to provide comments on the 

following IPSASB Exposure Drafts: 

ED 48 Separate Financial Statements; 

ED 49 Consolidated Financial Statements; 

ED 50 Investments in Associates and Joint Ventures; 

ED 51 Joint Arrangements; and 

ED 52 Disclosure of Interests in Other Entities 

Overall, the AASB is generally supportive of the proposals in the EDs and the move towards 

convergence with International Financial Reporting Standards (IFRSs), as we consider that 

differences between IFRSs and IPSASs should be minimised to the extent possible, and 

divergence should only occur when there are specific public sector reasons for doing so. 

However, the AASB has concerns with a number of aspects of the proposals.  These areas, 

which are expanded on in the attached Appendix.  We recommend that: 

 the definition of power be aligned to that in IFRS 10 Consolidated Financial Statements 

(ED 49); 

 controlling entities that are not investment entities should fully consolidate their controlled 

investment entities (ED 49); 

 a retained interest in a former associate or joint venture that becomes a financial asset 

should be measured at fair value (ED 50); and 

 disclosure requirements not be fulfilled by cross-referencing to reports outside the financial 

statements (ED 52). 

The AASB’s comments on the Specific Matters for Comment are set out in the attached 

Appendix. 

If you have any queries regarding any matters in this submission, please contact 

Joanna Spencer (jspencer@aasb.gov.au). 

Yours sincerely, 

 
Kevin M. Stevenson 

Chairman and CEO 
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AASB’s Comments on the IPSASB Exposure Draft 48 Separate Financial Statements 

The AASB’s views on the Specific Matter for Comment in ED 48 are as follows: 

Specific Matter for Comment 1 

Do you agree generally with the proposals for separate financial statements?  In particular, 

do you agree with the proposal to permit the use of the equity method, in addition to cost or 

fair value, for investments in other entities? 

Whilst the AASB generally disagrees with the use of the equity method for investments in 

other entities in separate financial statements, on the basis that this method is already 

permitted in IPSAS 6 Consolidated and Separate Financial Statements – we can agree with 

this proposal.  

However, the AASB suggests that the wording in paragraphs 7 and 16 of ED 48 be aligned 

to the proposed wording in paragraphs 6 and 12 of IASB ED/2013/10 Equity Method in 

Separate Financial Statements (once finalised), to help avoid any confusion and unintended 

accounting outcomes that are not in line with the principles of the equity method as 

explained below. 

If the ED 48 proposals (and ED 50 Investments in Associated and Joint Ventures) become 

standards without any change to the definition in paragraph 7, there is potential for 

confusion when identifying separate financial statements of an entity with associates and 

joint ventures, but no subsidiaries.  Consequently, an entity would use the equity method 

for associates and joint ventures in its financial statements prepared in accordance with 

ED 50 and could also use the equity method for such investments in separate financial 

statements. 

To help avoid any confusion arising, the AASB suggests that the proposed definition of 

‘separate financial statements’ be amended to be consistent with the definition in 

paragraph 6 of IASB/2013/10 (once finalised):  

Separate financial statements are those presented in addition to 

consolidated financial statements or in addition to financial statements of 

an entity that does not have investments in subsidiaries, ie investor in an 

associate or joint venture, other than in the circumstances set out in 

paragraphs 8-8A.  Separate financial statements need not be appended to, 

or accompany those statements. 

Paragraph 16 of ED 48 requires a distribution to be recognised in surplus or deficit 

(directly) regardless of the method used to account for subsidiaries, associates or joint 

ventures (equity method, cost or fair value).  However, if the equity method is used to 

account for an investment, recognising the distribution directly in surplus or deficit would 

result in double counting (unless the asset was impaired at the same time) as the entity 

would recognise its share of surplus or deficit of the investment (from which the dividend is 

distributed).  Under the equity method, when a right to a dividend is established, the 

carrying amount of the investment is reduced and the current receivables of the investor are 

increased. 
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The AASB recommends that paragraph 16 of ED 48 be amended in line with paragraph 12 

of IASB/2013/10 (once finalised), which states:  

[A] dividend from a subsidiary, a joint venture or an associate is 

recognised in the separate financial statements of an entity when the 

entity’s right to receive the dividend is established.  The dividend is 

recognised: 

(a) in profit or loss if the entity elects to measure the investment at 

cost or in accordance with IFRS 9; or 

(b) as a reduction from the carrying amount of the investment if the 

entity elects to use the equity method.” 

 

Responses to Exposure Draft 51 (ED 51) 
IPSASB Meeting (June 2014)  01 

ADAA - UAE

Agenda Item 5.3.4



APPENDIX 

 

AASB submission on IPSASB EDs 48-52 Interest in Other Entities 

Page 4 of 9 

 

AASB’s Comments on the IPSASB Exposure Draft 49 Consolidated Financial 

Statements 

The AASB’s views on the Specific Matters for Comments (SMC) in ED 49 are as follows: 

Specific Matter for Comment 1 

Do you agree with the proposed definition of control?  If not, how would you change the 

definition? 

The AASB agrees with the proposed definition of control. 

However, we query the alteration to the definition of ‘power’ in IFRS 10 Consolidated 

Financial Statements to add the words “including the right to direct the financial and 

operating policies of that entity”.  We cannot see any valid reason (including a public sector 

specific reason) for diverging from the IFRS 10 definition of power.   

Specific Matter for Comment 2 

Do you agree that a controlling entity should consolidate all controlled entities (except in 

the circumstances proposed in this Exposure Draft)?  If you consider that certain categories 

of entities should not be consolidated, please justify your proposal having regard to user 

needs and indicate your preferred accounting treatment for any such controlled entities.  If 

you have any comments about temporarily controlled entities, please respond to Specific 

Matter for Comment 3. 

The AASB agrees that all controlling entities should consolidate controlled entities except 

for controlling entities that are investment entities.  This is the requirement in IFRS 10 and 

we see no public sector specific reason for divergence. 

Specific Matter for Comment 3 

Do you agree with the proposal to withdraw the exemption in IPSAS 6, Consolidated and 

Separate Financial Statements (December 2006) for temporarily controlled entities?  If you 

agree with the withdrawal of the exemption please give reasons.  If you disagree with the 

withdrawal of the exemption please indicate any modifications that you would propose to 

the exemption in IPSAS 6 (December 2006). 

The AASB strongly agrees with the proposal to withdraw the exemption currently in 

IPSAS 6 for temporarily controlled entities. 

Specific Matter for Comment 4 

Do you agree that a controlling entity that meets the definition of an investment entity 

should be required to account for its investments at fair value through surplus or deficit? 

The AASB agrees that a controlling entity that meets the definition of an investment entity 

should be required to account for its investments at fair value through surplus or deficit.  

We note that this is consistent with IFRS 10 and do not consider there is any specific public 

sector reason to have different accounting requirements. 
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Specific Matter for Comment 5 

Do you agree that a controlling entity, that is not itself an investment entity, but which 

controls an investment entity should be required to present consolidated financial 

statements in which it (i) measures the investments of the controlled investment entity at 

fair value through surplus or deficit in accordance with IPSAS 29, Financial Instruments: 

Recognition and Measurement, and (ii) consolidates the other assets and liabilities and 

revenue and expenses of the controlled investment entity in accordance with the Standard? 

Do you agree that the proposed approach is appropriate and practicable?  If not, what 

approach do you consider would be more appropriate and practicable? 

The AASB disagrees with the proposal that a controlling entity that is not an investment 

entity should measure a controlled investment entity’s investments at fair value through 

surplus or deficit.  We consider that in such circumstances full consolidation should be 

required. 

The AASB supports the IASB’s arguments for requiring consolidation by the controlling 

entity as explained in the Basis for Conclusions of IFRS 10, particularly the arguments set 

out below: 

The IASB considered that the argument for a fair value measurement 

requirement is weakened at a non-investment entity level because these 

entities (i) have other substantial activities besides investing, and (ii) do 

not manage substantially all of their assets on a fair value basis.  The 

IASB noted that permitting fair value measurement of investment entities 

in these situations would not be consistent with their decision to require 

that investment entities account for controlled entities at fair value 

because that decision was based on the unique business model of 

investment entities. 

The IASB had concerns that if a non-investment controlling entity were 

required to retain the fair value treatment used by its controlling entities, 

it could achieve different accounting outcomes by holding controlled 

entities directly or indirectly through a controlled investment entity.  A 

non-investment controlling entity could reduce the level of information 

about highly leveraged activities or loss-making activities by placing 

those activities in controlled investment entities.  This concern was 

magnified by the possibility that there could be a larger number of 

investment entities than the IASB had originally envisaged. 

The AASB responded to IASB ED/2011/4 Investment Entities with the view: 

The AASB considers that the parent of an investment entity that is not 

itself an investment entity should be required to consolidate all of its 

controlled entities including those it holds through subsidiaries that are 

investment entities. 

The AASB believes that this restriction is essential to help avoid 

structuring designed to achieve particular accounting outcomes. 
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Furthermore, if the exception were to flow up into the consolidated 

financial statements of the parent, it would be inconsistent with the whole 

focus of ED/2011/14 on entities that meet the investment entity criteria.  

That is, the AASB can understand that the accounting for a particular type 

of transaction or item might flow up into higher levels of a group, but not 

when the accounting policy depends on the nature of the entity itself. 

The AASB noted the IPSASB’s arguments in ED 49 for differing from IFRS but 

disagree that there is any public sector specific reason for doing so. 

Specific Matter for Comment 6 

The IPSASB has aligned the principles in this Standard with the Government Finance 

Statistics Manual 2013 (GFSM 2013) where feasible.  Can you identify any further 

opportunities for alignment? 

The AASB has not identified any further opportunities for alignment with the GFSM 2013. 
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AASB’s Comments on the IPSASB Exposure Draft 50 Investments in Associates and 

Joint Ventures  

The AASB’s views on the Specific Matters for Comments (SMC) in ED 50 are as follows: 

Specific Matter for Comment 1 of ED 50 

Do you generally agree with the proposals in the Exposure Draft?  If not, please provide 

reasons. 

The AASB disagrees with the proposal to measure a retained interest in a former associate 

or joint venture that becomes a financial asset at the carrying amount as cost.  The AASB 

considers that the proposals in ED 50 should be aligned with those in IAS 28 Investments in 

Associates (as amended 2011) and, therefore, be measured at fair value.   

Specific Matter for Comment 2 of ED 50 

Do you agree with the proposal that the scope of the Exposure Draft be restricted to 

situations where there is quantifiable ownership interest? 

The AASB is concerned with the departure from the scope of IAS 28 to include the 

requirement that, for an investment to be recognised, the holding must be of a quantifiable 

ownership interest.  Whilst we understand the arguments for restricting the scope of the 

proposals in ED 50 to situations where there is a quantifiable ownership interest, we advise 

caution because other quantifiable economic interests can exist in addition to quantifiable 

ownership interests.  For example, we understand that it is common in the mining industry 

for an interest in a joint venture to be determined by an entity’s rights to output from 

production.  Although the entity will often have shareholders, their purpose is for funding 

rather than voting.  In this scenario an entity’s interest in the joint venture is not determined 

by ownership but by rights to output. 

We also note that a similar situation may arise in the public sector whereby an entity may 

have rights to a percentage of output but does not have ownership of the investment. 

We consider that the key requirement in IAS 28 (and therefore the proposals in ED 50) is 

significant influence.  Consequently, we think that the proposal to require a quantifiable 

ownership interest may result in entities that have significant influence other than through 

ownership interests not appropriately accounting for their interests in joint ventures or 

associates. 

Specific Matter for Comment 3 of ED 50 

Do you agree with the proposal to require the use of the equity method to account for 

investments in joint ventures?  If not, please provide reasons and indicate your preferred 

treatment. 

The AASB agrees with the proposal to use the equity method to account for investments in 

joint ventures. 
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AASB’s Comments on the IPSASB Exposure Draft 51 Joint Arrangements 

The AASB’s views on the Specific Matters for Comments (SMC) in ED 51 are as follows: 

Specific Matter for Comment 1 of ED 51 

Do you agree that joint arrangements should be classified as joint ventures or joint 

operations based on whether an entity has (i) rights to assets and obligations for liabilities, 

or (ii) rights to net assets? 

The AASB agrees that joint arrangements should be classified as joint ventures where the 

entity has the rights to the net assets and as a joint operation where the entity has rights to 

assets and obligations for liabilities. 

Specific Matter for Comment 2 of ED 51 

Do you agree that joint ventures should be accounted for in consolidated financial 

statements using the equity method? 

The AASB agrees that joint ventures should be accounted for in consolidated financial 

statements using the equity method. 
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AASB’s Comments on the IPSASB Exposure Draft 52 Disclosure of Interests in Other 

Entities 

The AASB’s views on the Specific Matters for Comments (SMC) in ED 52 are as follows: 

Specific Matter for Comment 1 of ED 52 

Do you agree [with] the proposed disclosures in this draft Standard?  If not, why?  Are 

there any additional disclosures that would be useful for users of financial statements? 

Although the AASB acknowledges the proposals in ED 52 are closely aligned with 

IFRS 12 Disclosures of Interests in Other Entities, we have some concerns regarding 

paragraph 13 of ED 52 which permits some disclosures to be satisfied via a cross-reference 

to a report that may be outside the financial statements.  In some jurisdictions, statements 

other than financial statements may be outside the standard-setter/regulators authority.  

Therefore, we suggest either that paragraph be removed, or that it specifies that the use of 

cross-referencing may be subject to jurisdictional restrictions. 

The AASB also disagrees with paragraph 34 of the ED that requires a controlling entity of 

an investment entity that is not itself an investment entity to disclosure information in 

respect of unconsolidated investment entities.  We consider that all controlling entities that 

are not investment entities should consolidate all their controlled entities – see our response 

to SMC 5 of ED 49. 

Specific Matter for Comment 2 of ED 52 

Do you agree with the proposal that entities for which administrative arrangements or 

statutory provisions are dominant factors in determining control of the entity are not 

structured entities?  If not, please explain why and explain how you would identify entities 

in respect of which the structured entity disclosures would be appropriate. 

The AASB agrees with the proposals that entities for which conventional administrative 

arrangements or statutory provisions are dominant factors in determining control of the 

entity are not structured entities.  We note that the principles proposed are consistent with 

the AASB’s recent amendment to AASB 12 Disclosure of Interests in Other Entities to 

incorporate Australian Implementation Guidance for Not-for-Profit Entities.  
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17 March 2014  

 

Ms Stephenie Fox 

Technical Director 

International Public Sector Accounting Standards Board 

International Federation of Accountants 

277 Wellington Street West 

Toronto 

Ontario M5V 3H2 

CANADA 

Submitted to: www.ifac.org 

 

Dear Stephenie 

Interest in Other Entities Exposure Drafts  

The New Zealand Accounting Standards Board (NZASB) is pleased to submit its comments on 

the following exposure drafts: 

 ED 48, Separate Financial Statements 

 ED 49, Consolidated Financial Statements 

 ED 50, Investments in Associates and Joint Ventures 

 ED 51, Joint Arrangements 

 ED 52, Disclosure of Interests in Other Entities. 

EDs 48-52 were issued for comment in New Zealand and, as a result, you may also receive 

comments directly from New Zealand constituents. 

We are pleased that the IPSASB has undertaken to update a number of key IPSASs and are 

generally supportive of the proposals in the EDs.  Most of our comments relate to the 

proposals in ED 49, particularly with respect to the definition of benefits and the application 

of the proposals to entities with pre-determined activities. In our experience the 

identification of benefits and assessments of control in relation to entities that have pre-

determined activities are the most difficult aspects of assessing whether control exists. We 

therefore propose including additional guidance to more explicitly deal with situations where 

entities have congruent activities and where entities operate on auto-pilot.  
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Our responses to the Specific Matters for Comment are set out in the Appendix to this letter.  If 

you have any queries or require clarification of any matters in this letter, please contact Vanessa 

Sealy-Fisher (vanessa.sealy-fisher@xrb.govt.nz) or myself. 

In addition to commenting on the specific matters for comment we have provided some 

additional suggestions to clarify requirements or to provide more guidance.  

Yours sincerely 

 

 

 

Kimberley Crook  

Deputy Chair – New Zealand Accounting Standards Board 

Email: kimberley.crook@nz.ey.com 
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APPENDIX 

Response to Specific Matters for Comment 

ED 48, Separate Financial Statements 

Specific Matter for Comment 1:  

Do you agree generally with the proposals for separate financial statements? In particular, do you 

agree with the proposal to permit the use of the equity method, in addition to cost or fair value, for 

investments in other entities? 

We support this proposal.  We acknowledge the reasons given by the IPSASB for proposing to 

continue to permit the use of the equity method in separate financial statements.  

We also note that the IASB has proposed to restore, in IAS 27 Separate Financial Statements, the 

option to use the equity method to account for investments in subsidiaries, joint ventures and 

associates in an entity’s separate financial statements.  
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ED 49, Consolidated Financial Statements 

Specific Matter for Comment 1:  

Do you agree with the proposed definition of control? If not, how would you change the definition? 

We support the proposed definition of control.  

However, we propose some changes to the definitions of “benefits” and “power”, both of which are 

key aspects of the definition of control. We also propose providing more guidance in respect of 

entities operating on auto-pilot. 

Definition of “benefits” 

We note that the IPSASB has chosen to use the term “benefits” rather than the term “returns” which 

was used in IFRS 10.  We support the use of the term benefits on the grounds that returns could be 

narrowly construed as relating to financial returns.  

We recommend amending the definition of benefits to refer to the advantages that an entity seeks 

to obtain. Our reason for recommending this change is that the actual impact of having an interest in 

another entity may be better or worse than anticipated. Entities obtain interests in other entities 

because they hope to obtain benefits (both financial and non-financial) from the arrangement. 

Although the ED does explain that an entity may also be exposed to risks, we are concerned that 

some readers could read the definition of benefits in the ED as requiring that there be a net positive 

impact.  For the same reason we also recommend that paragraph 26 distinguish between 

expectations and actual outcomes. We suggest that it contrasts expectations which are generally of 

a positive nature (having regard to both financial and non-financial benefits), with actual outcomes 

which may be positive or negative (having regard to both financial and non-financial benefits). 

The proposed changes to the definition of benefits are shown as marked up text below. 

Benefits are the advantages an entity obtains or seeks to obtains from its involvement with other entities. 

Benefits may be financial or non-financial. The actual impact of an entity’s involvement with another 

entity Benefits can have positive or negative aspects. 

26. An entity is exposed, or has rights, to variable benefits from its involvement with an entity being 

assessed for control when the benefits that it seeks from its involvement have the potential to vary 

as a result of the other entity’s performance. Entities become involved with other entities with the 

expectation of positive financial or non-financial benefits over time.  However, in a particular 

reporting period, the actual impact of an entity’s The entity’s benefits from its involvement with the 

entity being assessed for control can be only positive, only negative or a mix of both positive and 

negative. 

We note that only the first sentence in the definition of benefits is essential. Although the additional 

explanation in the remainder of the definition is also addressed elsewhere in the ED, we can 

appreciate that the IPSASB wanted to highlight key ideas for readers and, on balance, we support 

the fuller definition. 
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Definition of “power” 

We recommend removing the reference to directing financial and operating policies from the 

definition of power (as shown below) because:  

(a) it is adequately discussed in paragraph 19 (shown below); and  

(b) it could be read as implying that, in order to have power, an entity must have the ability to 

direct the financial and operating policies of the other entity (and we do not think the IPSASB 

intended this).  

Power consists of existing rights that give the current ability to direct the relevant activities of 

another entity, including the right to direct the financial and operating policies of that entity. 

Paragraph 19  

19.  An entity has power over another entity when the entity has existing rights that give it the 

current ability to direct the relevant activities, i.e., the activities that significantly affect the 

nature or amount of the benefits from its involvement with the other entity. The right to direct 

the financial and operating policies of another entity indicates that an entity has the ability to 

direct the relevant activities of another entity. 

We suggest that all references to power over financial and operating policies through the document 

be reviewed to make sure that they consistently express the idea that power to direct financial and 

operating policies is an indicator of power, not a requirement for power. 

Autopilots 

We are requesting additional guidance on autopilot arrangements because we consider this is a 

reasonably common scenario in the public sector.  We have a number of entities in New Zealand, 

including charitable trusts, which are established with the specific purpose of providing services that 

would otherwise have to be provided by a central or local government.  Sometimes they are 

regarded as a way of obtaining community involvement, both in terms of finding out what services 

the community needs, and in involving communities in the delivery of services.  Once these entities 

are established, typically they operate in the manner determined at inception, with little on-going 

substantive decision-making, and they may not require ongoing funding from the central or local 

government.  In such cases it is essential to pay close attention to the objects and purpose of the 

entity being assessed for control.  These may be far more important than the ongoing arrangements. 

Indeed, there may be little evidence of control on a day to day basis.  

We are concerned that the guidance in ED 49 might not lead to assessments of control in all 

circumstances where it would be appropriate.  We consider that there should be more emphasis in 

the guidance on the fact that entities can be established with predetermined activities and the 

possibility that such arrangements might mean that power has already been exercised at the time an 

entity was established.  

Paragraph 23 of the ED states that “An entity with the current ability to direct the relevant activities 

has power even if its rights to direct have yet to be exercised.”  The paragraph also refers to 

evidence of powers being exercised on an ongoing basis.  We consider that it would be appropriate 
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to acknowledge that rights might (i) already have been exercised; (ii) be exercised on an ongoing 

basis; or (iii) be yet to be exercised.   

Paragraph AG53 does discuss purpose and design, but we consider that more emphasis should be 

given to the possibility that the ability to determine the purpose and design of an entity may give 

rise to control and that it is necessary to consider more than decision-making rights. 

Our suggestions in relation to paragraphs 23 and AG53 are shown as marked up text below. 

23.  An entity with the current ability to direct the relevant activities has power even if its rights to 

direct have yet to be exercised. Evidence that the entity has been directing the relevant activities 

of the entity being assessed for control can help determine whether the entity has power, but 

such evidence is not, in itself, conclusive in determining whether the entity has power over the 

entity being assessed for control. In the case of an entity established with predetermined 

activities, the right to direct the relevant activities may have been exercised at the time that the 

entity was established.  

AG53. In assessing the purpose and design of another entity (see paragraphs AG5–AG8), an entity shall 

consider the involvement and decisions made at the inception of the other entity as part of its 

design and evaluate whether the transaction terms and features of the involvement provide the 

entity with rights that are sufficient to give it power.  Being involved in the design of another 

entity alone is not sufficient to give an entity control of that other entity.  However, involvement 

in the design of the other entity may indicate that the entity had the opportunity to obtain rights 

that are sufficient to give it power over the other entity and hence the ability to determine the 

purpose and design of an entity may give rise to power. In the case of an entity established with 

most (or all) of its relevant activities predetermined at inception, assessing the impact of having 

the ability to determine the purpose and design of an entity may be more relevant to the control 

assessment than any on-going decision-making rights. 

If more discussion of autopilot arrangements is included in the document, the paragraphs dealing 

with the link between power and benefits will need to be revised. An expanded discussion of 

benefits (as suggested below) should assist the discussion of the link between power and benefits. 

Issues in applying IFRS 10 guidance to autopilot arrangements 

In addition to our comments above about autopilot arrangements in the public sector, we are aware 

that issues have also been raised regarding the application of the guidance in IFRS 10 to certain 

structured entities. The European Financial Reporting Advisory Group (EFRAG) has published a 

document entitled Supplementary study – Consolidation of Special Purpose Entities (SPEs) under 

IFRS 10 which focused on how the requirements of IFRS 10 would affect the consolidation of special 

purpose entities (SPEs) as described in SIC-12 Consolidation – Special Purpose Entities.  Participants 

indicated that they expected the change in the scope of consolidation of SPEs to be relatively small 

compared to the total population of SPEs and total assets of SPEs, with the overall impact being a 

small net increase in the total number of SPEs being consolidated.  

Although some changes in the entities that would, or would not be, consolidated is an expected 

outcome of changing the accounting requirements, we are concerned that some entities on 

autopilot might be inappropriately deconsolidated as a result of applying the requirements in 

IFRS 10.  The EFRAG study noted that participants might not have power over certain vehicles when 
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there are no ongoing decisions over the relevant activities or such ongoing decisions are made by 

third parties (as this would mean that the participants cannot significantly affect the returns, as 

defined by IFRS 10, of the SPEs). The EFRAG study noted that this would be the case of SPEs that run 

on autopilot, since all decisions are determined at inception and detailed in the legal agreements, or 

SPEs where the counterparty can only direct the relevant activities (for example, if the counterparty 

could select a special servicer which could not be removed by participants). 

Expand the discussion of benefits  

We consider that it would be helpful if the ED provided more discussion of benefits.  For example:  

(a) Paragraph 27 refers to “congruent activities”. Paragraph 29(b) also gives an example of non-

financial benefits, being the value to an entity of another entity undertaking activities that 

assist the entity in achieving its objectives. It would be helpful for the standard to provide 

more detailed discussion of congruent activities and the fact that the existence of congruent 

activities might relieve an entity from an obligation to provide services. Suggestions are shown 

below as marked up text. 

27.  The entity’s benefits from its involvement with the entity being assessed for control can be only 

financial, only non-financial or both financial and non-financial. Financial benefits include returns 

on investment such as dividends or similar distributions and are sometimes referred to as 

returns.  Non-financial benefits include advantages arising from scarce resources that are not 

measured in financial terms and economic benefits received directly by service recipients of the 

entity.  Non- financial benefits can occur when the activities of another entity are congruent 

with, (that is, they are in agreement with), the objectives of the entity and support the entity in 

achieving its objectives.  For example, an entity may obtain benefits when another entity with 

congruent activities provides services that the first entity would have otherwise been obliged to 

provide.  Congruent activities may be undertaken voluntarily or the entity may have the power 

to direct the other entity to undertake those activities.  Non-financial benefits can also occur 

when two entities have complementary objectives (that is, the objectives of one entity add to, 

and make more complete, the objectives of the other entity). 

29.  Examples of non-financial benefits include: 

(a)  The ability to benefit from the specialized knowledge of another entity; 

(b)  The value to the entity of the other entity undertaking activities that assist the entity in 

achieving its objectives, including providing services that the entity would otherwise have 

been obliged to provide; 

(c)  Improved outcomes; 

(d)  More efficient delivery of outcomes; 

(e)  More efficient or effective production and delivery of goods and services; 

(f)  Having an asset and related services available earlier than otherwise would be the case; 

and 

(g)  Having a higher level of service quality than would otherwise be the case. 
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(b) There could be clearer acknowledgement in the standard that an entity may obtain benefits 

from services being provided to a third party.  

(c) Benefits may be direct or indirect. Paragraph 27 refers to benefits received directly by service 

recipients of the entity. We consider that it would be helpful for the standard to acknowledge 

that benefits are often indirect and to give examples of indirect benefits.  

(d) Paragraph 27 refers to a residual interest in an entity’s assets and liabilities as an example of 

benefits.  Additional discussion of this possible benefit would be helpful. 

 

Specific Matter for Comment 2:  

Do you agree that a controlling entity should consolidate all controlled entities (except in the 

circumstances proposed in this Exposure Draft)? If you consider that certain categories of entities 

should not be consolidated, please justify your proposal having regard to user needs and indicate 

your preferred accounting treatment for any such controlled entities. If you have any comments 

about temporarily controlled entities, please respond to Specific Matter for Comment 3. 

Overall support 

We strongly support the proposal that a controlling entity should consolidate all controlled entities 

(except in the specific circumstances outlined in the ED).  It is appropriate that general purpose 

financial statements have a whole of government focus rather than a focus on the reporting entity 

for budgetary reporting or statistical reporting.  Consolidation of controlled entities is consistent 

with a focus on the whole of government.   

Importance of transparent reporting 

In our opinion consolidation of all controlled entities results in more transparent reporting of an 

entity’s interests in other entities.  A recent IMF paper1 discussed the importance of fiscal 

transparency and stated “Fiscal transparency helps ensure that governments’ economic decisions 

are informed by a shared and accurate assessment of the current fiscal position, the costs and 

benefits of any policy changes and the potential risks to the fiscal outlook.” Consolidation provides 

more comprehensive information on the current fiscal position and contributes to a more informed 

assessment of fiscal risks.  

Public sector entities should be accountable to stakeholders for their decisions to commit resources 

to investments in other entities and to expose the reporting entity to the risks and benefits that may 

arise from such investments, regardless of the circumstances in which such investments occur.  

Consolidated financial statements provide information that assists in assessments of accountability. 

We consider that application of the concepts of control and consolidation of controlled entities 

ensured that the New Zealand Government provided a comprehensive picture of the effect of 

supporting financial institutions during the global financial crisis.   

We note that the ED allows for possibility that an entity could control another entity, despite not 

having a present ownership interest. We consider that this is appropriate and have had a recent case 

                                                      
1  International Monetary Fund, Fiscal Transparency, Accountability, and Risk, August 2012 
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in New Zealand whereby it was agreed that the Government controlled an insurance company by 

virtue of potential voting rights and other factors, despite the lack of a present ownership interest.   

Fundamental principles 

The usefulness of consolidated financial information is heavily dependent on financial information 

being prepared in a consistent manner. Control and consolidation of controlled entities are 

fundamental principles underpinning financial reporting.  

Other users and other information 

We acknowledge that there are users with an interest in budget sector financial statements and 

statistical reports that might find other forms of reporting more useful than financial statements 

that consolidate all controlled entities.  However, we do not consider that meeting these needs is 

the objective of general purpose financial statements.  It may be possible to provide information 

that meets these other user needs through segment reporting, or by providing reconciliations 

between the information reported in the general purpose financial statements and other reports.  

We accept that in some circumstances other information may also be useful. For example, some 

users might have a specific interest in information on the cost or fair value of a group of 

investments. However, this information may be available elsewhere and does not detract from the 

benefits of having consolidated financial statements.  General purpose financial statements are 

intended to meet the common information needs of users collectively and cannot be expected to 

meet all the information needs of specific users.  Conversely information prepared to satisfy the 

information needs of specific users is unlikely to meet the common information needs of users of 

general purpose financial statements.  

Where subgroups of users have an interest in certain information we consider that this can be 

accommodated by providing supplementary information. For example, certain users’ desire for 

consolidated budget sector information could be met by presenting that information in conjunction 

with consolidated whole of government information. 

Comments on the exceptions in the Exposure Draft are noted in our response to SMCs 3 to 5.  

 

Specific Matter for Comment 3:  

Do you agree with the proposal to withdraw the exemption in IPSAS 6, Consolidated and Separate 

Financial Statements (December 2006) for temporarily controlled entities?  If you agree with the 

withdrawal of the exemption please give reasons.  If you disagree with the withdrawal of the 

exemption please indicate any modifications that you would propose to the exemption in IPSAS 6 

(December 2006). 

We support the proposal to withdraw the exemption in IPSAS 6 (December 2006) for temporarily 

controlled entities.  This exemption was withdrawn from New Zealand’s accounting standards some 

time ago.  Our comments on Question 2, regarding the importance of consistent application of 

accounting policies are also relevant here.  
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We note that, at this stage, the IPSASB has decided not to develop a standard based on IFRS 5 Non-

current Assets Held for Sale and Discontinued Operations. New Zealand’s PBE Standards include a 

standard based on IFRS 5 and in the case of investments held for sale, the presentation and 

disclosure requirements of IFRS 5 would be applicable. We consider that these requirements provide 

appropriate information on investments held for sale.  

We note that despite a government’s intention to dispose of an interest in an entity within a certain 

timeframe, this is often not feasible and the actual disposal may take a number of years.  We 

consider that such interests in other entities should be accounted for in the same manner as all 

other interests, as they are ultimately still controlled.  

 

Specific Matter for Comment 4:  

Do you agree that a controlling entity that meets the definition of an investment entity should be 

required to account for its investments at fair value through surplus or deficit? 

Our response to this question reflects our circumstances. The NZASB is a domestic standard setter 

with responsibility for setting standards for both for-profit entities and public benefit entities. Our 

larger for-profit entities apply New Zealand equivalents to IFRSs and larger public benefit entities will 

apply standards based on IPSASs (from 1 July 2014).  Having regard to our prior experience in using 

one set of standards for both for-profit and public sector entities, and the existence of groups that 

comprise entities from both sectors, the NZASB seeks to avoid unnecessary differences between 

these suites of standards.  

We have reservations about the implications of creating exceptions to consolidation of controlled 

entities. We had a number of concerns regarding the IASB’s investment entity proposals and 

outlined those concerns in our comment letter to the IASB. These concerns included the following:  

(a) insufficient discussion of the concepts on which the proposals were based, including an 

explanation as to why meeting users' needs in this instance would require non-consolidation 

of controlled assets and liabilities; 

(b)  the implications of moving from transaction-based standards to industry-based standards; and 

(c)  the absence of an analysis of options that might meet both the principle of consolidation and 

provide fair value information about investments held by investment entities. 

Despite our concerns about the IASB’s proposals, we acknowledge that the IASB followed 

appropriate due process in developing its requirements for investment entities. In particular, the 

IASB had regard to feedback from some of its constituents who were of the view that certain types 

of entities are managed on a fair value basis and that users prefer to receive fair value information in 

respect of those entities. 

The fact that the IASB has issued the investment entity amendments has changed the international 

accounting environment. The existence of the investment entity requirements in IFRS 10 has 

influenced the views of constituents that are familiar with IFRSs and the views of those standard 

setters that have an objective of international harmonisation. 
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We consider that there will be few public sector entities that meet the definition of an investment 

entity.  However, where such entities exist, we consider that the nature of those entities and the 

needs of their users, will be the same in both the private and public sector. Given that an investment 

entity controlled by a public sector entity might be required to report in accordance with IPSASs or 

IFRSs we see no justification for establishing different requirements.  

We note that many investment entities reporting in accordance with IPSASs will be required to make 

the disclosures specified in ED 52 paragraph 14 about significant judgements and assumptions made 

in determining that it is an investment entity (because they do not have the characteristics listed in 

ED 49 paragraph 57). We consider that such disclosures are appropriate.  

Given the matters discussed above, we therefore concur with the IPSASB’s proposals for investment 

entities, insofar as they relate to an investment entity’s financial statements. 

 

Specific Matter for Comment 5:  

Do you agree that a controlling entity, that is not itself an investment entity, but which controls an 

investment entity should be required to present consolidated financial statements in which it: 

(i) measures the investments of the controlled investment entity at fair value through surplus or 

deficit in accordance with IPSAS 29, Financial Instruments: Recognition and Measurement, and  

(ii) consolidates the other assets and liabilities and revenue and expenses of the controlled 

investment entity in accordance with this Standard? 

Do you agree that the proposed approach is appropriate and practicable? If not, what approach do 

you consider would be more appropriate and practicable? 

In our response to SMC 4 we noted that we seek to avoid unnecessary differences between the 

standards applicable to for-profit entities and those applicable to public benefit entities.  These 

comments are also relevant to this question. Therefore the NZASB would not support a treatment 

different to that required by IFRS 10, unless the IPSASB were able to identify a strong public sector 

reason for such a difference.  We note that the IASB considered and decided against retaining the 

investment entity accounting in a non-investment entity parent, for conceptual and practical 

reasons.  (For example, the exception from consolidation was created specifically for investment 

entities, whereas a non-investment entity parent is not an investment entity.) We are not convinced 

that the circumstances in the public sector are sufficiently different to warrant a different 

conclusion.  Therefore, we do not support this proposal.  

 

Specific Matter for Comment 6:  
The IPSASB has aligned the principles in this Standard with the Government Finance Statistics 
Manual 2013 (GFSM 2013) where feasible. Can you identify any further opportunities for alignment? 

 
We have not responded to this question. We do not encounter these issues in the New Zealand 
context.  
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Additional Comments on ED 49  

We have some additional comments on ED 49 which may be helpful in finalising the standard.  
 
Additional guidance on uniform accounting requirements 

In developing PBE IPSAS 6 Consolidated and Separate Financial Statements, which is based on 

IPSAS 6, the NZASB received feedback that constituents wanted guidance on the application of 

consistent accounting policies in consolidated financial statements. Integral application guidance on 

this topic has been included in PBE IPSAS 6. We suggest that the IPSASB include guidance on the 

application of uniform accounting policies to ensure conformity with the economic entity’s 

accounting policies. 

Trusts 

Given the prevalence of trusts to carry out activities in some jurisdictions, we consider that there 

could be more discussion of, and references to, trusts. We note that paragraph 59(c) refers to trusts 

but consider that a discussion of trusts could be usefully incorporated elsewhere.  

We have provided an example of a controlled charitable trust that could form the basis of an 

additional example. 

Trust A promotes, supports and undertakes programmes, actions and initiatives to beautify City A. It 

receives funding from the local government for various services, including graffiti removal, 

beautification projects and running environmental events. It reports back to the local government on its 

performance in delivering these services. If the Trust did not exist the local government would be 

required to find some other way to deliver these services. The Trust also receives assistance through 

donations and volunteer work by the local community including local businesses, schools, community 

groups and individuals.  

The Trust was originally established by an elected official of the local government.  

The governing body of the local government appoints all the trustees (having regard to requirements 

for balance in gender, location etc). There are between 5 and 12 trustees. The trustees then appoint the 

officers. 

Changes to the Trust deed must be approved by the trustees and the governing body of the local 

authority.  

If the Trust is wound up, surplus assets are to be given or transferred to a similar charitable body in the 

area. The recipient body must be approved by the local government.  

The local government has a mix of rights over the Trust including:  

(a) rights to appoint, reassign or remove members of the Trust’s key management personnel who 

have the ability to direct the relevant activities; 

(b) rights to approve or veto operating and capital budgets relating to the relevant activities of the 

Trust; and  

(c) rights to veto key changes to the Trust, such as the sale of a major asset or of the Trust as a 

whole. 
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Special voting rights attaching to ownership interests (Golden shares) 

Paragraph AG37 provides a description of golden shares. However, it does not go on to say that the 

rights associated with golden shares may give rise to power. We consider it would be helpful to add 

this statement (as shown below).  

AG37.  An entity may have the right of decisive vote, thus to veto all other voting rights of another 

entity. This type of right is sometimes referred to as a “golden share”. Such special voting 

rights may give rise to power.  Usually these rights are documented in the founding documents 

of the other entity (such as articles of association), and are designed to restrict the level of 

voting or other rights that may be held by certain parties. They may also give an entity veto 

powers over any major change in the other entity, such as the sale of a major asset or of the 

other entity as a whole. 

Entitlement 

Paragraph AG84 refers to an entity ceasing to be entitled to benefits. We note that there have 

previously been debates within New Zealand regarding the meaning of “entitlement” when applying 

financial reporting standards and consider that similar debates could arise in other jurisdictions.  We 

would therefore suggest that paragraph AG84 refer to an entity ceasing “to be able” to receive 

benefits. 

Implementation guidance 

Flowchart  

We recommend that the flowchart set out following paragraph IG2 (which attempts to summarise 

the requirements of the standard and the key issues that an entity would need to consider) be 

omitted. We do not consider that it is possible to summarise a complex standard in such a flowchart 

and there is a risk that the diagram might be used in isolation from the detailed discussion in the 

standard.  

Examples 

We note that ED 49 has been modified to contain a number of public sector examples and support 

this approach. However, we consider that some examples do not contain sufficient information to 

support the conclusions given.  We recommend that all examples be reviewed to see if they contain 

sufficient discussion of substantive and protective powers.  Some examples could be omitted. 

Comments on specific examples follow.  

 

Example 8 This example focuses on certain powers only. It does not provide information 

about the rights of various parties in accordance with the constitution of the 

entity being assessed for control. Nor does it discuss the ability of the potential 

controlling entity to make substantive decisions. In particular, we recommend 

that the conclusion in Example 8B be amended or supported by additional 

information.  
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Other specific 

examples 

Omit or expand Examples 12, 13, 26, 27, 31, 38. 

Both examples 27 and 31 have a concluding statement that the entities are under 

joint control. This is inappropriate, because (a) there is no analysis of whether 

joint control exists; (b) this is not the appropriate standard to address joint 

control; and (c) the fact pattern does not contain sufficient information to assess 

joint control. We recommend that if these examples are retained, the references 

to joint control be omitted. 

Example 36(a) refers to trustees controlling a trust. Given the nature of the 

relationship between a trustee and a trust it would be more appropriate to state 

that the trustees have power over the trust (rather than control).  
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ED 50, Investments in Associates and Joint Ventures 

Specific Matter for Comment 1: 

Do you generally agree with the proposals in the Exposure Draft? If not, please provide reasons. 

We are generally supportive of the proposals in the Exposure Draft.   

 

Specific Matter for Comment 2: 

Do you agree with the proposal that the scope of the Exposure Draft be restricted to situations 

where there is a quantifiable ownership interest? 

We agree with this proposal. We acknowledge that there may be situations where there is no 

quantifiable ownership interest but agree with the IPSASB that the equity method cannot be applied 

in such circumstances.  

If there is an ownership interest, but this is not quantifiable, we consider that disclosure of this fact 

would be appropriate. We have commented on this in our response to ED 52. 

 

Specific Matter for Comment 3: 

Do you agree with the proposal to require the use of the equity method to account for investments 

in joint ventures? If not, please provide reasons and indicate your preferred treatment. 

We agree with the proposal to require the use of the equity method to account for investments in 

joint ventures. 

We note that IASB constituents have requested that the IFRIC consider whether additional guidance 

is required to clarify the application of the equity method to investments in joint ventures that are 

investment entities.  We request that the IPSASB have regard to the recent issues raised by IASB 

constituents when it finalises the standards based on these EDs. 
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ED 51, Joint Arrangements 
 

Specific Matter for Comment 1: 

Do you agree that joint arrangements should be classified as joint ventures or joint operations based 

on whether an entity has (i) rights to assets and obligations for liabilities, or (ii) rights to net assets? 

We agree with the proposed classification. Classification of a joint arrangement based on the rights 

and obligations of the investor is more appropriate than classification based on whether the 

arrangement is structured through an entity.  

 

Specific Matter for Comment 2: 

Do you agree that joint ventures should be accounted for in consolidated financial statements using 

the equity method? 

We agree that joint ventures should be accounted for in consolidated financial statements using the 

equity method.  
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ED 52, Disclosure of Interests in Other Entities 
 

Specific Matter for Comment 1: 

Do you agree the proposed disclosures in this draft Standard? If not, why? Are there any additional 

disclosures that would be useful for users of financial statements? 

We support the proposed disclosures.  

We propose one additional disclosure.  If an entity has an ownership interest in another entity, but 

this interest is not quantifiable, and the entity does not control the other entity, then we consider 

that disclosure of the existence of such an ownership interest would be appropriate.  

We note that paragraph 13 (shown below), permits disclosures regarding the methodology used to 

determine the existence of control, joint control or significant influence to be satisfied by cross-

reference to a report that may be outside the financial statements.  

13. The disclosures required by paragraph 12 shall be either given in the financial statements or 

incorporated by cross-reference from the financial statements to some other statement that is 

available to users of the financial statements on the same terms as the financial statements and 

at the same time. Without the information incorporated by cross-reference, the financial 

statements are incomplete. 

We note that the ability to satisfy disclosure requirements by way of cross reference to other 

documents may not be permitted in some jurisdictions. We therefore recommend that paragraph 13 

acknowledge that this option may be subject to jurisdictional restrictions.  

 

Specific Matter for Comment 2: 

Do you agree with the proposal that entities for which administrative arrangements or statutory 

provisions are dominant factors in determining control of the entity are not structured entities? If 

not, please explain why and explain how you would identify entities in respect of which the 

structured entity disclosures would be appropriate. 

We agree with this proposal.  Because this is a new requirement it may take some time before 

entities are able to provide feedback on implementation difficulties.  We would therefore encourage 

the IPSASB to seek some form of post-implementation feedback on the disclosure requirements in 

the forthcoming standard based on this ED, to allow for a reassessment of the costs and benefits of 

the requirements.  
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CIPFA, the Chartered Institute of Public Finance and Accountancy, is the 

professional body for people in public finance. Our 14,000 members work 

throughout the public services, in national audit agencies, in major accountancy 

firms, and in other bodies where public money needs to be effectively and 

efficiently managed. 

As the world’s only professional accountancy body to specialise in public services, 

CIPFA’s portfolio of qualifications are the foundation for a career in public finance. 

They include the benchmark professional qualification for public sector 

accountants as well as a postgraduate diploma for people already working in 

leadership positions. They are taught by our in-house CIPFA Education and 

Training Centre as well as other places of learning around the world. 

We also champion high performance in public services, translating our experience 

and insight into clear advice and practical services. They include information and 

guidance, courses and conferences, property and asset management solutions, 

consultancy and interim people for a range of public sector clients. 

Globally, CIPFA shows the way in public finance by standing up for sound public 

financial management and good governance. We work with donors, partner 

governments, accountancy bodies and the public sector around the world to 

advance public finance and support better public services. 
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Dear Stephenie Fox 

IPSASB Exposure Drafts 

ED 48, Separate Financial Statements 

ED 49, Consolidated Financial Statements 

ED 50, Investments in Associates and Joint Ventures 

ED 51, Joint Arrangements 

ED 52, Disclosure of Interests in Other Entities 

 

CIPFA is pleased to present its response to this exposure draft, which has been reviewed by 

CIPFA’s Accounting and Auditing Standards Panel. 

 

General comment  

 

As noted in successive responses, CIPFA strongly supports IPSASB’s development of high 

quality standards for public sector financial reporting, whether through the Board’s project 

to develop and maintain IFRS converged IPSASs or through wholly public sector specific 

IPSASs.  

 

The proposals in these ED IPSASs have the effect of maintaining up to date standards in 

respect of interests in other entities, having regard to the IASB initiatives in this area 

including new standards IFRS 10-12 and amended standards IAS 27 and 28. Responses to 

the IPSASB consultation on its workplan also identified a need to review the concept of 

control as used by public sector entities for the purpose of determining entity accounting 

boundaries and categorising relationships for reporting purposes. 

 

The proposals mainly echo the changes and the logic of the IFRS developments. While the 

IASB pursued these as part of a convergence project with US GAAP, they also reflected a 

concern that the standards had been developed in a way that led to inconsistencies in 

application, particularly in the determination of the existence of control. In some cases the 

reporting and disclosure focused on legal form rather than the substance of the 

arrangement. 

 

CIPFA generally supports the proposals. 

 

Comments on issues not covered by IPSAS standards 

 

The proposed IPSAS XX (ED 49) notes that guidance is not provided on public sector 

combinations. Unlike IFRS 10, it does not cross-refer to a relevant standard, because the 

body of IPSASs currently lacks a standard on public sector combinations. Reporting on these 

needs to follow the same principles for determination of the entity boundary and reporting 

Responses to Exposure Draft 51 (ED 51) 
IPSASB Meeting (June 2014)  01 

ADAA - UAE

Agenda Item 5.3.4



 

 

 

 

 4 

on interests in related entities. We would urge the Board to complete its project on public 

sector combinations as soon as possible. 

 

We also note that much of the discussion in the Basis of Conclusions for proposed IPSAS XX 

(ED 49) relates to whole of government accounts (WGA), but that there is no mention of 

whole of government accounts in the body of the proposed standard. While the material in 

the Basis of Conclusions sets out the reasons why IPSASB has elected not to allow 

alternative approaches to be used for consolidation of WGA, we nevertheless consider that 

Whole of Government Accounts are an important and distinctively public sector topic, and 

that it would be helpful for more information on their characteristic features to be provided 

in this IPSAS or in other guidance. 

 

 

Response to specific questions 

Comments on the specific matters for comment are provided in the attached Annex.   

 

I hope this is a helpful contribution to the development of the Board’s guidance in this area. 

If you have any questions about this response, please contact Steven Cain 

(e:steven.cain@cipfa.org, t:+44(0)20 7543 5794). 

 

Yours faithfully 

 

 

Alison Scott 

Assistant Director, Policy and Technical 

CIPFA 

3, Robert St, London, WC2N 6RL 

Tel: 01604 889451 

e:alison.scott@cipfa.org 

www.cipfa.org 
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ANNEX A 

Specific Matters for Comment 

 

 

 

 

 

ED 48, Separate Financial Statements 

 

Specific Matter for Comment 1: 

Do you agree generally with the proposals for separate financial statements? In 

particular, do you agree with the proposal to permit the use of the equity method, in 

addition to cost or fair value, for investments in other entities? 

 

CIPFA generally agrees with the proposals in ED 48, including the proposal to permit 

the use of the equity method. 

We note that the proposal to permit the use of the equity method is aligned with the 

proposal recent IASB Exposure Draft ED/2013/10 Equity Method in Separate Financial 

Statements which was issued after the issuance of this IPSASB ED.  
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ED 49, Consolidated Financial Statements 

 

Specific Matter for Comment 1: 

Do you agree with the proposed definition of control? If not, how would you change 

the definition? 

 

 

CIPFA agrees with the proposed definition of control, but we suggest that some 

additional clarification would be useful. 

We agree that it is helpful to confirm that public sector entities obtain value from their 

assets both through conventional monetary returns and through wider benefits 

achieved through service provision in line with entity objectives. The proposed IPSAS 

XX (ED 49) achieves this by using a definition based on rights or exposure to ‘benefits’ 

rather than the IFRS 10 term ‘returns’. It is very important to communicate the fact 

that ‘benefits’ may be negative as well as positive, and we note that this is addressed  

in the definition of ‘Benefit’. 

The focus on benefits ‘from’ the potentially controlled entity may be more subjective 

than that in IFRS 10, which considers the share of the total returns ‘of’ the entity. It is 

therefore particularly important to prove the link between benefits and the power to 

direct the relevant activities of the entity. The ED IPSAS does this at paragraphs 31-

32, but we are not sure this fully outlines the principles by which a decision could be 

made as to which of two competing entities with similar objectives has control.     

Specific Matter for Comment 2: 

Do you agree that a controlling entity should consolidate all controlled entities (except 

in the circumstances proposed in this Exposure Draft)? If you consider that certain 

categories of entities should not be consolidated, please justify your proposal having 

regard to user needs and indicate your preferred accounting treatment for any such 

controlled entities. If you have any comments about temporarily controlled entities, 

please respond to Specific Matter for Comment 3. 

 

 

CIPFA agrees that a controlling entity should consolidate all controlled entities (except 

in the circumstances proposed in this Exposure Draft). 

Specific Matter for Comment 3: 

Do you agree with the proposal to withdraw the exemption in IPSAS 6, Consolidated 

and Separate Financial Statements (December 2006) for temporarily controlled 

entities? If you agree with the withdrawal of the exemption please give reasons. If you 

disagree with the withdrawal of the exemption please indicate any modifications that 

you would propose to the exemption in IPSAS 6 (December 2006). 

 

 

CIPFA agrees with the proposal to withdraw the exemption in IPSAS 6 for temporarily 

controlled entities, for the reasons outlined in the exposure draft Basis for Conclusions. 
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ED 49, Consolidated Financial Statements (continued) 

 

Specific Matter for Comment 4: 

Do you agree that a controlling entity that meets the definition of an investment entity 

should be required to account for its investments at fair value through surplus or 

deficit? 

 

 

Yes 

Specific Matter for Comment 5: 

Do you agree that a controlling entity, that is not itself an investment entity, but which 

controls an investment entity should be required to present consolidated financial 

statements in which it (i) measures the investments of the controlled investment 

entity at fair value through surplus or deficit in accordance with IPSAS 29, Financial 

Instruments: Recognition and Measurement, and (ii) consolidates the other assets and 

liabilities and revenue and expenses of the controlled investment entity in accordance 

with this Standard? 

Do you agree that the proposed approach is appropriate and practicable? If not, what 

approach do you consider would be more appropriate and practicable? 

 

 

Yes.  

 

Specific Matter for Comment 6: 

The IPSASB has aligned the principles in this Standard with the Government Finance 

Statistics Manual 2013 (GFSM 2013) where feasible. Can you identify any further 

opportunities for alignment? 

 

CIPFA has not identified any further opportunities. 
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ED 50, Investments in Associates and Joint Ventures 

 

Specific Matter for Comment 1 

Do you generally agree with the proposals in the Exposure Draft? If not, please 

provide reasons. 

 

 

CIPFA generally agrees with the proposals in ED 50. 

Specific Matter for Comment 2 

Do you agree with the proposal that the scope of the Exposure Draft be restricted to 

situations where there is a quantifiable ownership interest? 

 

 

CIPFA agrees. IPSAS 7 uses ‘shareholding or other formal equity structure’ but this is 

too narrow for the wider variety of structures which are intended to be covered by the 

proposed IPSAS. 

 

Specific Matter for Comment 3 

Do you agree with the proposal to require the use of the equity method to account for 

investments in joint ventures? If not, please provide reasons and indicate your 

preferred treatment. 

 

CIPFA agrees with this proposal. 

 

Drafting Comment 

 

Having regard to the use of black letter type in ED 50, we suggest that the material in 

paragraph 22 sets out a key requirement and this should also be signalled in black letter 

type. 
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ED 51, Joint Arrangements 

Specific Matter for Comment 1: 

Do you agree that joint arrangements should be classified as joint ventures or joint 

operations based on whether an entity has (i) rights to assets and obligations for 

liabilities, or (ii) rights to net assets? 

 

 

CIPFA generally agrees with this proposal. 

Specific Matter for Comment 2: 

Do you agree that joint ventures should be accounted for in consolidated financial 

statements using the equity method? 

 

Yes 
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ED 52, Disclosure of Interests in Other Entities 

 

Specific Matter for Comment 1: 

Do you agree the proposed disclosures in this draft Standard? If not, why? Are there 

any additional disclosures that would be useful for users of financial statements? 

 

 

CIPFA generally agrees with these proposals. 

Specific Matter for Comment 2: 

Do you agree with the proposal that entities for which administrative arrangements or 

statutory provisions are dominant factors in determining control of the entity are not 

structured entities? If not, please explain why and explain how you would identify 

entities in respect of which the structured entity disclosures would be appropriate. 

 

CIPFA agrees with the proposed approach. 
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