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ACTION REQUIRED
The Committee is asked to:
. agr ee the changes made to IPSAS 1, IPSAS 3, IPSAS 17 and IPSAS 16.

AGENDA MATERIAL:

Pages
125 Overview of Changes 12.56-12.60
126 Marked-up IPSASs 12.61-12.298

BACKGROUND
At its meeting in Buenos Aires, the PSC agreed that at the next meeting it would continue to
review the marked-up IPSA Ss under the IPSA Ss General | mprovements project.

Staff propose that the PSC review and agree on the changes made in the following 4 IPSASs

at this meeting:

. IPSAS 1 Presentation of Financial Statements

. IPSAS 3 Accounting Policies, Changes in Accounting Estimates and Errors
. IPSAS 17 Property, Plant and Equipment; and

. IPSAS 16 Investment Property

Agendaitem 12.5 provides a brief overview of the magjor changes to these 4 IPSASs. It also
identifies the PSC’s views on the issues raised in the IASs Improvements ED submitted to
the IASB in 2002.

Staff have updated these 4 IPSASs to reflect the decisions made by the PSC at the Buenos
Aires meeting. In addition, the recent amendments to their equivalent IASs made by the
IASB as a consequence of the issuance of new IFRSs, such as IFRS5 Non-current Assets
Held for Sale and Discontinued Operations, have also been incorporated into the marked-up
IPSASs. For ease of review, summarized below are the main changes to these 4 IPSASs
since the PSC Buenos Aires meeting.

Unnecessary Definitions

As agreed at the PSC Buenos Aires Meeting, Staff have deleted unnecessary definitions in
IPSAS 1 Presentation of Financial Statements and IPSAS 3 Accounting Policies, Changesin
Accounting Estimates and Errors. No deletions were identified as necessary for IPSAS 17
Property, Plant and Equipment and IPSAS 16 Investment Property.
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Amendmentsto Other Pronouncements

Consistent with the strategy on harmonization with |IFRSS/IASs (see Agenda Item 12.2),
Staff have included an authoritative appendix of Amendments to Other Pronouncements in
IPSAS 1, IPSAS 3 and IPSAS 17 respectively. (Note that consequential changes to other
IPSASs that are in the IPSASs Improvements project group were not identified as they will
be issued as a package.) The improvements to IPSAS 16 Investment Property do not impact
other existing IPSASs. As such, there is no such an appendix added to IPSAS 16.

Interpretations of IFRSs/IASs

Consistent with the strategy on harmonization with IFRSS/IASs (see Agenda Item 12.2),
Staff have included an authoritative appendix of Interpretations of IFRSS/IASs in IPSAS 1
and IPSAS 17 respectively to clarify the authority of the IFRIC/SIC interpretations.

Consequential Changes Resulting From New | FRSs

The agenda papers on the IPSASs General |mprovements project for the PSC Buenos Aires
meeting were based on December 2003 version of the improved IASs. Since then, the IASB
has issued the following new |FRSs:

. IFRS 2 Share-based Payment

. IFRS 3 Business Combinations

. IFRS 4 Insurance Contracts

. IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

As a consequence of these new IFRSs, the improved IASs, which were issued in December
2003, have been further amended. As such, the equivalent IPSA Ss under the IPSA Ss General
Improvements project have also been impacted. Staff have incorporated the amendments
made to the improved 1ASs into their equivalent IPSASs. (It is proposed that these new
IFRSs be adopted as IPSASs as part of the IASB Harmonization Strategy.) The amendments
are noted below.

() The scope in IPSAS 17 Property, Plant and Equipment (paragraph 5) has been
updated to exclude “property, plant and equipment classified as held for sale” as a
consequence of the issuance of IFRS 5.

(i)  The definition of cost in IPSAS 17 Property, Plant and Equipment (paragraph 14)
and IPSAS 16 Investment Property (paragraph 8) has been updated as a consequence
of the issuance of IFRS 2.

(ilf)  Thetiming of cessation of depreciation in IPSAS 17 Property, Plant and Equipment
(paragraph 72) has been amended as a consequence of the issuance of IFRS 5.

(iv) A subsection on the subseguent measurement of investment property linked to
liabilities has been incorporated into IPSAS 16 Investment Property (paragraphs 40-
43) as a result of the issuance of IFRS 4. Moreover, as a result of the issue of
IFRS 5, the subsequent measurement of investment property under the cost model in
IPSAS 16 (paragraph 69) has been amended to reflect that investment property
classified as held for sale would be measured at the lower of carrying amount and fair
value less costs to sell, rather than at cost less accumulated depreciation and
accumulated impairments.
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(v) The presentation and disclosure requirements in IPSAS 1 Presentation of Financial
Satements (paragraphs 86, 87, 101), IPSAS 17 Property, Plant and Equipment
(paragraphs 89, 95) and IPSAS 16 Investment Property (paragraphs 90, 91, 94) have
been updated to reflect the additional requirements as a result of the release of
IFRS 4 and IFRS5.

Scope Exclusion regarding Agriculture

As agreed at the PSC Buenos Aires meeting, Staff have retained the current version in
respect of scope exclusion regarding agriculture in IPSAS 17 Property, Plant and Equipment
(paragraph 5) and IPSAS 16 Investment Property (paragraph 5). However, consistent with
the positive endorsement approach to IAS 41 Agriculture proposed in the IASB
Harmonization Strategy paper (see Agenda ltem 12.2), the scope paragraph in IPSAS 16 and
IPSAS 17 would reflect those in equivalent IASs. Therefore, Staff have also included a
version of that approach in the marked-up IPSAS 17 and IPSAS 16.

References

Consistent with the proposed endorsement approach in the IASB Harmonization Strategy
paper (see Agenda Item 12.2), for IFRSSIASs that are identified as high priority for
adoption (Group 1 IFRSY/1ASs), where IASB refers to these Standards in improved 1ASs,
Staff have referred to IPSAS XX under the same title. (Note that the endorsed IAS 36 is
entitled IPSAS XX Impairment of Cash-generating Assets.) These high priority IFRSs/IASs
are those such as IAS 19 Employee Benefits, IAS 36 Impairment of Assets, IAS 39 Financial
Instruments. Recognition and Measurement, |AS 41 Agriculture, IFRS 3 Business
Combinations and IFRS 5 Non-current Assets Held for Sale and Discontinued Operations,

For IFRSs/IASs that are identified as lower priority (Group 2 IFRSS/IASS) in the IASB
Harmonization Strategy paper (such as IAS 12 Income Taxes, IAS 33 Earnings Per Share,
IFRS 2 Share-based Payment and IFRS 4 Insurance Contracts), Staff did not include the
corresponding references in the marked-up IPSASs. This reflects current practice in
developing these IPSASs. If it appears that these lower priority IFRSs/IASs will be included
as part of the next generation of IPSASs, cross-references and resultant changes can be
identified in the Appendix “Amendments to Other Pronouncements’ to these endorsed
IPSASs.

Statement of Changesin Net Assets/Equity — Appendix 3 of IPSAS 1

Staff retained the existing version of statement of changes in net assets/equity unchanged in
IPSAS 1 Presentation of Financial Statements (see IPSAS 1 Appendix 3). This is because
the main changes made to this statement by the IASB relate primarily to financial
instruments. Given its complexities, Staff propose to review the updated version of the
statement of changes in net assets/equity concurrently with the review of 1AS 39 Financial
Instruments: Recognition and Measurement.

Li Li Lian
TECHNICAL MANAGER

Hongxia Li
TECHNICAL MANAGER
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Overview of Changesin | PSASs affected by the IASB’s General

I mprovements Proj ect

The table below summarizes major changes in 4 IPSASs' affected by the IASB's
General Improvements project that will be discussed in this meeting. It identifies
whether the changes are new requirements, changes in existing requirements or
further clarification of matters already dealt with (or implied) in the existing IPSASs.
In some cases, determining how to classify the change is a matter of judgment.

The table identifies the PSC’s views in the submission it made on proposals in the
IASB’s Improvements ED — that submission generally focused on the specific
guestions raised by the IASB in the ED. The table also identifies changes that were
not proposed in the Improvements ED but were introduced by the IASB when

finalizing the improved IASs.

IPSASY
Changes made in revised | PSASs to har monize with
improved |ASs

Consistent with |ASB Improvement
ED/Submission by the PSC on IASB
Improvement ED/Not in |ASB
Improvement ED but added by the
IASB when finalizing

IPSAS 1, Presentation of Financial Statements

1)

Define two new terms “Impracticable” and “Notes’.

(Nature of change: New definitions/further clarification)

« NotinlASB Improvement ED but
added by the IASB when
finalizing IAS 1

2) Emphasize that fair presentation meansto represent « Consistent with IASB
faithfully the effects of transactions and other eventsin Improvement ED
accordance with the definitions and recognition criteriafor
assets, liabilities, revenues and expenses set out in IPSASs.

(Nature of change: Further clarification)

3) Tighten the existing requirements regarding departure from | «  Consistent with IASB
arequirement of an IPSASto achieve fair presentation and Improvement ED
to distinguish the departure into whether or not the relevant
regul atory framework permitsthis departure. (Nature of « PSC submission on the IASB
change: New requirement/further clarification) Improvement ED: Majority

Agreed with the proposal.

4) Requirethe use of the order of liquidity to present assets « Consistent with IASB

and liabilities only when a liquidity presentation provides
information that is reliable and more relevant than a
current/non-current presentation. (Nature of change: New
requi rement)

Improvement ED

! Overview of changes for IPSAS 4, IPSAS 12, IPSAS 13 and IPSAS 14 were provided in the agenda

Item 12.5 for PSC Buenos Aires March 2004 meeting.
Item 12.5 Overview of Changes
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5) Require aliability held primarily for the purpose of being Not in IASB Improvement ED but
traded to be classified as current. (Nature of change: New added by the IASB when
requirement) finalizing IAS 1

6) Reclassify long-term financial liability due to be settled Consistent with IASB
within 12 months of the reporting date, or for which the Improvement ED
entity does not have an unconditional right to defer its
settlement for at least 12 months after the reporting date as PSC submission on the IASB
current liability, even if an agreement to refinance, or to Improvement ED:
reschedule payments, on along-term basis is completed o Magjority Disagreed.
after the reporting date and before the financial statements 0 Noted that irrespective of
are authorized for issue. (Nature of change: Changein which approach IASB prefers,
requirement) full disclosures are necessary.

7) Reclassify long-term financial liability that is payable on Consistent with IASB
demand because the entity breached a condition of its loan Improvement ED
agreement — it should be classified as current at the reporting
date, even if the lender has agreed after the reporting date, PSC submission on the IASB
and before the financial statements are authorized for issue, Improvement ED: Majority
not to demand payment as a consequence of the breach. Disagreed.

(Nature of change: Change in requirement)

8) Clarify theliability described in 7) to be classified as hon- Consistent with IASB
current if the lender agreed by the reporting date to provide a Improvement ED
period of grace ending at least 12 months after the reporting
date, within which the entity can rectify the breach and PSC submission on the IASB
during which the lender cannot demand immediate Improvement ED: Agreed.
repayment. (Nature of change: Further clarification).

9) Prohibit presentation of items of revenues and expense as Consistent with IASB

‘extraordinary items’ on the face of the statement of
financial performance or in the notes. (Nature of change:
Change in requirement)

Improvement ED

PSC submission on the IASB

Improvement ED:

o Magjority agreed but believed
some emphasisto
extraordinary items provides
useful information to users.
Suggested that IAS 1 should
require more disclosure
regarding itemsthat are
‘extraordinary’ and that the
definition of extraordinary
items be tightened as doneiin
IPSASs.

10) Require separate presentation, on the face of the statement of

financial performance, of the entity’s surplus or deficit for
the period allocated between “ surplus or deficit attributable
to minority interest” and “ surplus or deficit attributable to
owners of the controlling entity”. (Nature of change: New
requirement)

Not in IASB Improvement ED but
added by the IASB when
findizing IAS 1

11) Require presentation, on the face of the statement of changes|

in net assetgequity, of total revenues and expenses for the
period, showing separately the amounts attributable to
owners of the controlling entity and to minority interest.

(Nature of change: New requirement)

Not in IASB Improvement ED but
added by the IASB when
findizing IAS 1
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12) Disclose the judgments made by management in applying .

accounting policies that have the most significant effect on
the amounts of items recognized in the financial statements.

(Nature of change: New requirement) .

Consistent with IASB
Improvement ED.

PSC submission on the IASB
Improvement ED: Majority
Agreed

13) Disclose key assumptions concerning the future and other .

sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to

the carrying amounts of assets and liabilities within the .

next financial year. (Nature of change: New requirement)

Consistent with |ASB
Improvement ED

PSC submission on the IASB
Improvement ED: Agreed.

14) Transfer the section titled “accounting policies’ to IPSAS 3 | -

Accounting Policies, Changes in Accounting Estimates and
Errors’.

Consistent with IASB
Improvement ED

15) Introduce from IPSAS 3 the section titled “ net surplus or .

deficit for the period” to IPSAS 1. (Nature of change:
Further clarification)

Consistent with IASB
Improvement ED

IPSAS 3, Accounting Poalicies, Changesin Accounting Estimates

and Errors

1) Eliminate the allowed aternative treatment for voluntary .

changes in accounting policies and correction of errors.

Consistent with |ASB
Improvement ED

(Nature of change: Change in requirement) « PSC submission on the IASB
Improvement ED: Agreed
2) Eliminate distinction between fundamental and materia e Consistent with IASB

errors and to replace them with ‘prior period errors'.

Improvement ED

(Nature of change: Change in requirement) e PSC submission on the IASB
Improvement ED: Agreed
3) Definetheterm ‘impracticable’ and provide additional « NotinlASB Improvement ED but

guidance on how to apply ‘impracticable’. (Nature of
change: New definition/further clarification)

added by the IASB when
finalizing IAS 8

4) Change from commentary to black letter the hierarchy of .

PSC' s pronouncements, authorities and non-mandatory
guidance to be considered when selecting accounting
policies. (Nature of change: Further clarification)

Details of hierarchy changed by
the IASB from Improvement ED
when finalizing IAS 8

5) Onissueof anew IPSAS, an entity isrequired to disclose; | »

e theimpending change in accounting policy; and

¢ if known or reasonably estimable, information
relevant to assessing the possible impact that
application of the new IPSAS will have on the entity’s
financial statementsin the period of initial application.

Changed by the IASB from
Improvement ED when finalizing
IAS 8 to respond to concerns that
the proposed requirements were
sometimes impracticable

PSC submission on the IASB
Improvement ED: Do not agree
with requirements proposed (NB:
This issue was not specifically
raised by the IASB as a ‘ specific
mattersfor comment’.) [The
changed requirements may
address the PSC' s concerns.]

6) Require more detailed disclosure of the amounts of .

adjustments as a consequence of changing accounting
policies or correcting prior period errors. (Nature of
change: New requirement)

Not in IASB Improvement ED but
added by the IASB when
finalizing IAS 8
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IPSAS 16, | nvestment Property

1) Allow property interest held by alessee under an operating Consistent with IASB
lease to be classified as investment property provided that: Improvement ED
a. thedefinition of investment property is met;

b. theoperating leaseis accounted for asif it werea PSC submission on the IASB
finance lease in accordance with IPSAS 13; and Improvement ED: Agreed.

c. thelessee usesthefair value model set outin IPSAS
16. (Nature of change: New requirement)

2) Allow an entity to choose (@) either the fair value model or Not in IASB Improvement ED but
the cost model for al investment property backing added by the IASB when issuing
liabilitiesthat pay areturn linked directly to the fair value IFRS 4 Insurance Contracts.
of, or returns from, specified assets including that
investment property; and (b) either the fair value model or
the cost model for al other investment property, regardiess
of the choice madein (a). (Nature of change: New
requirement)

3) Require an entity to apply the general asset recognition Not in IASB Improvement ED but
principleto all investment property costs at the time when added by the IASB when
they areincurred, including initial costs and subsequent finalizing IAS 40 per changesin
expenditures. (Nature of change: Change in requirement.) IAS 16

4) Require an entity to recognize all asset exchange Not in IASB Improvement ED but
transactions at fair value unless the transactions lack added by the IASB when
commercial substances or unless the fair value of neither finalizing IAS 40 per changesin
the asset given up nor the asset received can be reliably IAS 16
measured. (Nature of change: New requirement)

5) Require an entity to derecognize the carrying amount of a Not in IASB Improvement ED but
part of an investment property if that part has been replaced added by the IASB when
and to include the cost of replacement in the carrying finalizing IAS 40 per changesin
amount of the asset. (Nature of change: New requirement) IAS 16

6) Require an entity to include compensation from third Not in IASB Improvement ED but

parties for an investment property that was impaired, lost or
given up in surplus or deficit when the compensation
becomes “receivable’. (Nature of change: New
requirement)

added by the IASB when
finalizing 40 per changesin IAS
IAS 16

IPSAS 17, Property, Plant and Equipment (PPE)

1) Define the term “entity-specific value” and used to Not in IASB Improvement ED but
determine if asset exchange transaction has commercial added by the IASB when
substance. (Nature of change: New definition/new finalizing IAS 16
reguirement)

2) Require an entity to apply the general asset recognition Not in IASB Improvement ED but
principleto all property, plant and equipment costs at the added by the IASB when
time they areincurred, including initial costs and finalizing IAS 16.
subsequent costs. (Nature of change: Changein
reguirement)

3) Require an entity to include asset dismantlement, removal Consistent with IASB
and restoration costs as an element of cost of an item of Improvement ED.

PPE whether incur as a consequence of installing or using
theitem. (Nature of change: Further clarification)
4) Require an entity to measure an item of PPE acquired in an Consistent with IASB

exchange transaction at fair value unless the exchange
transaction lacks commercial substance or unlessfair value
of neither of the assets exchanged can be determined
reliably. (Nature of change: Change in requirement)

Improvement ED

PSC submission on the IASB
Improvement ED: Majority
Agreed.
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Guidance on commercial
substance not in IASB
Improvement ED but added by the
IASB when findlizing IAS 16.

5) Require an entity to determine the depreciation charge Not in Improvement ED but added
separately for each significant part of an item of property, by the IASB when finalizing IAS
plant and equipment. (Nature of change: New 16.
requirement/further clarification)

6) Require an entity to begin depreciating an item of property, Consistent with IASB
plant and equipment when it is available for use and to Improvement ED
continue depreciating it until the earlier of the date that the PSC submission on the IASB
asset isclassified as held for sale (or included in a disposa Improvement ED:
group classified as held for sale) and the date that it is 0 Concerned that the proposal
derecognized, even if during that period the itemisidle. may not be consistent with the
(Nature of change: Change in requirement/further depreciation requirements of
clarification) the ED, especially where the

temporary idle period was
intended and built into the
egtimate of the useful life;

0 Agreed that such PPE should
be tested for impairment
annually.

Guidance on when to start

depreciating not included in the

ED but added by the IASB when

finalizing IAS 16.

7) Require an entity to include in surplus or deficit Consistent with IASB
compensation from third parties for items of property, plant Improvement ED
and equipment that were impaired, lost or given up when
the compensation becomes “receivable’. (Nature of
change: New requirement)

8) Require an entity to derecognize the carrying amount of an Consistent with IASB
item of property, plant and equipment that it disposes of on Improvement ED
the date the criteriafor the sale of goodsin IPSAS 9
Revenue from Exchange Transactions are met. (Nature of
change: New requirement/further clarification)

9) Require an entity to derecognize the carrying amount of a Not in IASB Improvement ED but

part of an item of property, plant and equipment if that part
has been replaced and the entity has included the cost of
replacement in the carrying amount of the item. (Nature of
change: New requirement)

added by the IASB when
finalizing IAS 16
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Summary of Main Changes
|PSAS 1 Presentation of Financial Statements

The main changes proposed are:

Scope

to transfer from IPSAS 1 to IPSAS3 Accounting Policies, Changes in Accounting
Estimates and Errors requirements relating to the selection and application of accounting
policies.

to transfer to IPSAS 1 from IPSAS 3 the section that sets out the presentation
requirements for surplus or deficit for the period.

Definitions

in paragraph 8:
= to definetwo new terms. “impracticable’ and “notes’.
= to change the name of term “materiality” to “material” and amend the definition.

= to remove the following unnecessary terms per Buenos Aires meeting's discussion:
“associates’, “borrowing costs’, “cash”, “cash equivalents’, “cash flows’,
“consolidated financial statements’, “control”, “controlled entity”, “controlling
entity”, “economic entity”, “equity method”, “exchange difference’, “fair vaue’,
“financial assets’, “foreign currency”, “foreign operation”, “minority interest”, and
“qualifying assets’.

= to remove the following terms, which no longer exist: “extraordinary items’,
“fundamental errors’, “net surplus/deficit”, “ ordinary activities’, “reporting currency”
and “surplus/deficit from ordinary activities’. These definitions have aso been
eliminated in relevant IPSASs, eg IPSAS 3 Accounting Policies, Changes in
Accounting Estimates and Errors or IPSAS 4 The Effects of Changes in Foreign
Exchange Rates.

to include in paragraph 11 the interpretation of the term “materiality” and the notion of
characteristics of users. Previously, IPSAS 1 did not contain this commentary.

Fair Presentation and Departure from | PSASs

to clarify in paragraph 25 that fair presentation requires the faithful representation of the
effects of transactions, other events and conditions in accordance with the definitions and
recognition criteria for assets, liabilities, revenues and expenses set out in IPSASs.
Previously, IPSAS 1 did not contain the guidance on the meaning of “fair presentation”.

to require that in the extremely rare circumstances in which management concludes that
compliance with a requirement in an IPSAS would be so misleading that it would conflict
with the objective of financial statements set out in IPSAS 1, to depart from the
requirement, unless departure is prohibited by the relevant regulatory framework. In
either case, the entity is required to make specified disclosures. Previously, IPSAS 1 did
not set up the criterion for departure from IPSASs and did not distinguish two
circumstances in which the regulatory framework permits or prohibits the departure from
IPSASs (see paragraphs 29-35).

to transfer previous paragraphs 37-42 in IPSAS 1, which relate to the selection and
application of accounting policies, to IPSAS 3.

Item 12.6 Marked-up IPSASs
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Classification of Asset and Liabilities

to require in paragraph 68 that an entity uses the order of liquidity to present assets and
liabilities only when a liquidity presentation provides information that is reliable and
more relevant than a current/non-current presentation. Previously, IPSAS 1 did not
contain such limitation.

to require in paragraph 78 that aliability held primarily for the purpose of being traded to
be classified as current. Previously, IPSAS 1 did not specify this criterion for liabilities
classifying as current.

to require in paragraph 81 that a financial liability that is due within twelve months after
the repoting date, or for which the entity does not have an unconditional right to defer its
settlement for at least twelve months after the reporting date, is classified as a current
liability. This classification is required even if an agreement to refinance, or to reschedule
payments, on a long-term basis is completed after the reporting date and before the
financial statements are authorized for issue. Previously, IPSAS 1 required such liabilities
to be classified as non-current.

to clarify in paragraph 82 that aliability is classified as non-current when the entity has,
under the terms of an existing loan facility, the discretion to refinance or roll over its
obligations for at least twelve months after the reporting date. Previously, IPSAS 1 did
not make this clear.

to require in paragraph 83 that when a long-term financial liability is payable on demand
because the entity has breached a condition of its loan agreement on or before the
reporting date, the liability is classified as current at the reporting date even if, after the
reporting date, and before the financial statements are authorized for issue, the lender has
agreed not to demand payment as a consequence of the breach. Previoudy, IPSAS 1
required such liabilities to be classified as non-current.

to clarify in paragraph 84 that the liability is classified as non-current if the lender agreed
by the reporting date to provide a period of grace ending at least twelve months after the
reporting date, within which the entity can rectify the breach and during which the lender
cannot demand immediate repayment. Previously, IPSAS 1 did not make this clear.

Presentation and Disclosure

Statement of Financial Performance

to transfer from IPSAS 3 the section that sets out the presentation requirements for
surplus or deficit for the period (IPSAS 3 previous paragraphs 10-12) to IPSAS 1 (see
paragraphs 98-100).

to remove the presentation of the following line items from the face of the statement of
financia performance in paragraph 101:

= surplusor deficit from operating activities
= surplus or deficit from ordinary activities
= extraordinary items.

Paragraph 105 states that the entity shall not present any items of revenue and expense as
“extraordinary items’ either on the face of financial statements or in the notes.

to require in paragraph 102 the separate presentation, on the face of statement of financial
performance, of the allocation of the entity’s surplus or deficit for the period between
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“surplus or deficit attributable to minority interest” and “surplus or deficit attributable to
owners of the controlling entity”. Previously, IPSAS 1 did not contain these presentation
requirements.

Statement of Changesin Net AssetsEquity

» torequirein paragraph 118 the presentation, on the face of the statement of changesin net
assets/equity, of the entity’s total amount of revenue and expense for the period, showing
separately the amounts attributable to minority interest and owners of the controlling
entity. Previously, IPSAS 1 did not require presentation of these items.

Notes

» torequire in paragraphs 137-139 that an entity shall disclose the judgments, apart from
those involving estimations, management has made in the process of applying the entity’s
accounting policies that have the most significant effect on the amounts recognized in the
financial statements (eg management’s judgment in determining whether assets are
investment properties). Previoudly, IPSAS 1 did not contain these disclosure
requirements.

* to require in paragraphs 140-147 that an entity shall disclose the key assumptions
concerning the future, and other key sources of estimation uncertainty at the reporting
date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financia year. Previously, IPSAS 1 did not contain
these disclosure requirements.

Interpretations of of IFRSs/I ASs

* toinclude an authoritative appendix of interpretations of IAS 1 Presentation of Financial
Satements— IPSAS 1isbased on IAS 1.

Amendmentsto Other Pronouncements

* toinclude an authoritative appendix of amendments to other IPSASs that are not part of
the IPSA Ss Improvements project but will be impacted as a result of the proposalsin this
IPSAS.
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This Standard was approved by the Public Sector Committee of the
Inter national Federation of Accountants.
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INTRODUCTION

Accounting Standardsfor the Public Sector

The International Federation of Accountants — Public Sector
Committee (the Committee) is developing a—set—ef—recommended
accounting standards for public sector entities referred to as International
Public Sector Accounting Standards (IPSASs). The Committee
recognizes the significant benefits of achieving consistent and
comparable financial information across jurisdictions and it believes that
the IPSASs wit-play a key role in enabling these benefits to be realized.

The IPSASs are based on the International Financial Reporting
Standards, formerly known as International Accounting Standards
(IASs), issued by the International Accounting Standards Board (IASB),
where the requirements of those Standards are applicable to the public
sector. The Committee is also developing IPSASs that deal with
accounting issues in the public sector that are not addressed in the IFRSs
or IASs.

The adoption of IPSASs by governments will improve both the quality
and comparability of financial information reported by public sector
entities around the world. The Committee strongly encourages
governments and national standard-setters to engage in the development
of its Standards by commenting on the proposals set out in these
Exposure Drafts. The Committee recognizes the right of governments
and national standard-—setters to establish accounting standards and

guidelines and-aceodnting-standards-for financial reporting by-the-publie

seetor-in their jurisdictions. The Committee encourages the adoption of
IPSASs and the harmonization of national requirements with 1PSASs.
Financial statements should be described as complying with IPSASs
only if they comply Wlth al the requwements of each applicable
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INTERNATIONAL PUBLIC SECTOR
ACCOUNTING STANDARD IPSAS 1

Presentation of Financial Statements

The standards, which have been set in bold italic type, should be read in
the context of the commentary paragraphs in this Sandard, which arein
plain type, and in the context of the “ Preface to International Public
Sector Accounting Standards’ . International Public Sector Accounting
Standards are not intended to apply to immaterial items.

Objective

1.

The objective of this Standard is to prescribe the manner in

which general purpose financial statements should be presented
H—order—to ensure comparability both with the entity’s ewn
financial statements of previous periods and with the financial
statements of other entities. To achieve this objective, this
Standard sets out overall considerations for the presentation of
financial statements, guidance for their structure, and minimum
requirements for the content of financial statements prepared
under the accrual basis of accounting. The recognition,
measurement and disclosure of specific transactions and other
events are dealt with in other International Public Sector
Accounting Standards.

Scope

12,

This Standard sheutd shall be applied ir-the-presentation-of to
all general purpose financial statements prepared and

presented under the accrual basis of accounting in accordance
with International Public Sector Accounting Standards.

General purpose financia statements are those intended to meet
the needs of users who are not in a position to demand reports
tailored to meet their specific_particular information needs.
Users of general purpose financial statements include taxpayers
and ratepayers, members of the legidature, creditors, suppliers,
the media, and employees. General purpose financial statements
include those that are presented separately or within another
public document such as an annual report. This Standard does
not apply to condensed interim financial information.
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This Standard applies equaly to the-finaneial-statements-ofan
Hadividual_all entityies and te_whether or not they need to
prepare consolidated financial statements or separate financia
statements, as defined in IPSAS 6 Consolidated and Separate

Financial Satementsfer-an-economic-entity;—sdch-as-whele-of-
government-firancral-statements.

This Standard applies to all public sector entities other than
Government Business Enterprises.

The Preface to International Financial Reporting Sandards
issued by the International Accounting Standards Board (IASB)
explains that International Financial Reporting Standards
(IFRSs) are designed to apply to the general purpose financial
statements of all profit-oriented entities. Government Business
Enterprises (GBES) are defined in paragraph 8 below. They are

profit-oriented entltles Accordi ng, thev are reqw red to comply

in ED 23.
7. The International Accounting Standards Board (IASB) was
established in 2001 to replace the International Accounting
Standards Committee (IASC). The IASs issued by the IASC
remain in force until they are amended or withdrawn by the
|ASB.
Definitions
Pis note Staff The following terms are used in this Standard with the
have removed meanings specified:
unnecessary
defnsin IPSAS Accounting _policies are the specific principles, bases,
lper BA conventions, rules and practices adepted_applied by an entity
meeting's in preparing and presenting financial statements.
discussion, while
ms Accrual_basis means a basis of accounting under which
_th a5 “ asset” transactions and other events are recognized when they occur
“liabilities’ due (and not only when cash or its equivalent is received or paid).
to the lack of Therefore, the transactions and events are recorded in the
framework in
IPSASs.
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accounting records and recognized in the financial statements
of the periods to which they relate. The elements recognized
under accrual accounting are assets, liabilities, net
assets/equity, revenue and expenses.

Assets are resources controlled by an entity as a result of past
events and from which future economic benefits or service
potential are expected to flow to the entity.

Contributions from owners means future economic benefits or
service potential that has been contributed to the entity by
parties external to the entity, other than those that result in
liabilities of the entity, that establish a financial interest in the
net assets/equity of the entity, which:

(&) conveys entitlement both to distributions of future
economic benefits or service potential by the entity
during its life, such distributions being at the discretion
of the owners or ther representatives, and to
distributions of any excess of assets over liabilitiesin the
event of the entity being wound up; and/or

(b) can besold, exchanged, transferred or redeemed.
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Ge“tl' oliea .e“‘z'ltv +5an el"“‘* “'aﬁ.'s "'"d.e'zlt"e Sontrol—of

" _ v that | lled

Digributions to owners means future economic benefits or
service potential distributed by the entity to all or some of its
owners, either as a return on investment or as a return of
investment.

Expenses are decreases in economic benefits or service
potential during the reporting period in the form of outflows
or consumption of assets or incurrences of liabilities that
result in decreases in net assetsequity, other than those
relating to distributions to owners.
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o ! sial | i nancial

Government Business Enterprise means an entity that has all
the following characteristics:

(&) isan entity with the power to contract in its own name;

(b) has been assigned the financial
authority to carry on a business,

and operational

(c) sells goods and services, in the normal course of its
business, to other entities at a profit or full cost recovery;

(d) isnot reliant on continuing government funding to be a
going concern (other than purchases of outputs at arm’s
length); and

(e) iscontrolled by a public sector entity.

| mpracticable Applying a requirement is impracticable when

the entity cannot apply it after making every reasonable effort
to do so.

Liabilities are present obligations of the entity arisng from
past events, the settlement of which is expected to result in an
outflow from the entity of resources embodying economic
benefits or service potential.
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Materiality:—irfermation—s—material—+—Hs—e0missions or
misstatements of items are material if they could, individually
or_collectively, influence the decisions or assessments of users
made on the basis of the financial statements. Materiality
depends on the nature or size of the item-or-error omission or
misstatement _judged in the partietltar___surrounding
circumstances-ef-omission-or-misstatement. The nature or size
of theitem, or a combination of both, could be the determining

factor.

Net assets/equity is the residual interest in the assets of the
entity after deducting all itsliabilities.

Notes contain information in addition to that presented in the
statement of financial position, statement of financial
performance, statement of changes in net assetsequity and
cash flow statement. Notes provide narrative descriptions or
disaggregations of items disclosed in those statements and
information about items that do not qualify for recognition in
those statements.

Reporting date means the date of the last day of the reporting
period to which the financial statements relate.
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Revenue is the gross inflow of economic benefits or service
potential during the reporting period when those inflows result
in an increase in net assetdequity, other than increases
relating to contributions from owners.

Future Economic Benefitsor Service Potential
109.

Assets provide a means for entities to achieve their objectives.
Assets that are used to deliver goods and services in accordance
with an entity’s objectives but which do not directly generate net
cash inflows are often described as embodying “service
potential”. Assets that are used to generate net cash inflows are
often described as embodying “future economic benefits’. To
encompass al the purposes to which assets may be put, this
Standard uses the term “future economic benefits or service
potential” to describe the essential characteristic of assets.

Government Business Enter prises

1110. Government Business Enterprises (GBES) include both trading
enterprises, such as utilities, and financial enterprises, such as
financia institutions. GBESs are, in substance, no different from
entities conducting similar activities in the private sector. GBEs
generaly operate to make a profit, athough some may have

l[imited community service obligations under which they are
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required to provide some individuals and organizations in the
community with goods and services at either no charge or a
significantly reduced charge. International Public Sector
Accounting Standard IPSAS6 Consolidated and Separate
Financial Statements—and-Accounting—for—Controled-Entities
provides guidance on determining whether control exists for
financial reporting purposes, and should be referred to in
determining whether a GBE is controlled by another public

Pis note the sector entity.
characterist
ics of users -
i bara 11 M ateriality
%duced 11. Assessing whether an omission or misstatement could influence
by IASB in decisions of users, and so be materia, requires consideration of
final the characteristics of those users. Users are assumed to have a
standard reasonable knowledge of business and economic activities and
%ED accounting and a willingness to study the information with
wordinais _reasonable diligence. Th_erefore, the_ assessment needs to take
dlightly into account how users with such attributes could reasonably be
different expected to be influenced in making and evaluating decisions.
from
IASB'’s. Net AssetgEquity
12. “Net assets/equity” is the term used in this Standard to refer to
the residual measure in the statement of financial position (assets
less liabilities). Net assets/equity may be positive or negative.
Other terms may be used in place of net assets/equity, provided
that their meaning is clear.
Purpose of Financial Statements
13. Financial statements are a structured representation of the
financial position of and the-transactions—undertaken financial
o _ performance by of an entity. The objectives of general purpose
ease note: . ] . . .
this section financial statements are to provide information about the
is located financial position, financial performance and cash flows of an
before the entity that is useful to a wide range of users in making and
definition evaluating decisions about the allocation of resources.
ﬁ% Specifically, the objectives of general purpose financial
:Kg% reporting in the public sector should be to provide information
useful for decison-making, and to demonstrate the

accountability of the entity for the resources entrusted to it by:

(@ providing information about the sources, alocation and
uses of financial resources;
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(b) providing information about how the entity financed its
activities and met its cash requirements;

(c) providing information that is useful in evauating the
entity’s ability to finance its activities and to meet its
liabilities and commitments,

(d) providing information about the financial condition of the
entity and changesin it; and

(e) providing aggregate information useful in evaluating the
entity’s performance in terms of service costs, efficiency
and accomplishments.

General purpose financia statements can also have a predictive
or prospective role, providing information useful in predicting
the level of resources required for continued operations, the
resources that may be generated by continued operations, and
the associated risks and uncertainties. Financial reporting may
also provide users with information:

(@ indicating whether resources were obtained and used in
accordance with the legally adopted budget; and

(b) indicating whether resources were obtained and used in
accordance with legal and contractual requirements,
including financial limits established by appropriate
legidlative authorities.

To meet these objectives, the financial statements provide
information about an entity’s:

(@) assets;

(b) liabilities;

() net assetdequity;

(d) revenue;

(e) expenses, and

(f)  other changes in net assets/equity; and
(fg) cashflows.

Whilst the information contained in financial statements can be
relevant for the purpose of meeting the objectives in
paragraph 13, it is unlikely to enable all these objectives to be
met. This is likely to be particularly so in respect of entities
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whose primary objective may not be to make a profit, as
managers are likely to be accountable for the achievement of
service delivery as well as financial objectives. Supplementary
information, including non-financia statements, may be reported
alongside the financial statements in order to provide a more
comprehensive picture of the entity’s activities during the
period.

Responsibility for Financial Statements

17.

18.

The responsibility for the preparation and presentation of
financial statements varies within and across jurisdictions. In
addition, a jurisdiction may draw a distinction between who is
responsible for preparing the financial statements and who is
responsible for approving or presenting the financial statements.
Examples of people or positions who may be responsible for the
preparation of the financial statements of individual entities
(such as government departments or their equivalent) include the
individual who heads the entity (the permanent head or chief
executive) and the head of the central finance agency (or the
senior finance official, such as the controller or accountant-
general).

The responsibility for the preparation of the consolidated
financial statements of the government as a whole usually rests
jointly with the head of the central finance agency (or the senior
finance official, such as the controller or accountant-general)
and the finance minister (or equivalent).

Components of Financial Statements

19.

this section
islocated
before the
definition
section in
improved
IAS 1.

Please note:

A complete set of financial statements-eludes-the-following
compeonents comprises.

(&) astatement of financial position;
(b) astatement of financial performance;
(c) astatement of changesin net assets/equity;

(d) acash flow statement; and

(e) accounting policies and notesto the financial statements,
comprisng a summary of significant accounting policies

and other explanatory notes.
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The components listed in paragraph 19 are referred to by a
variety of names both within and across jurisdictions. The
statement of financial position may also be referred to as a
balance sheet or statement of assets and liabilities. The
statement of financial performance may also be referred to as a
statement of revenues and expenses, an income statement, an
operating statement, or a profit and loss statement. The noteste
the—finaneial—statements may include items referred to as
“schedules’ in some jurisdictions.

The financial statements provide users with information about an
entity’s resources and obligations at the reporting date and the
flow of resources between reporting dates. This information is
useful for users making assessments of an entity’s ability to
continue to provide goods and services at a given level, and the
level of resources that may need to be provided to the entity in
the future so that it can continue to meet its service delivery
obligations.

Public sector entities are typically subject to budgetary limitsin
the form of appropriations or budget authorizations (or
equivalent), which may be given effect through authorizing
legislation. General purpose financial reporting by public sector
entities may provide information on whether resources were
obtained and used in accordance with the legally adopted
budget. Where the financia statements and the budget are on
the same basis of accounting, this Standard encourages the
inclusion in the financial statements of a comparison with the
budgeted amounts for the reporting period. Reporting against
budgets may be presented in various different ways, including:

(@) the use of a columnar format for the financia statements,
with separate columns for budgeted amounts and actua
amounts. A column showing any variances from the
budget or appropriation may also be presented, for
completeness; and

(b) a statement by the individual(s) responsible for the
preparation of the financial statements that the budgeted
amounts have not been exceeded. If any budgeted
amounts or appropriations have been exceeded, or
expenses incurred without appropriation or other form of
authority, then details may be disclosed by way of footnote
to the relevant item in the financial statements.
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Entities are encouraged to present additional information to
assist users in assessing the performance of the entity, and its
stewardship of assets, as well as making and evauating
decisions about the allocation of resources. This additional
information may include details about the entity’s outputs and
outcomes in the form of performance indicators, statements of
service performance, program reviews and other reports by
management about the entity’s achievements over the reporting
period.

Entities are also encouraged to disclose information about
compliance with legidative, regulatory or other externaly-
imposed regulations. When information about compliance is not
included in the financial statements, it may be useful for a note
to refer to any documents that include that information.
Knowledge of non-compliance is likely to be relevant for
accountability purposes and may affect a user’'s assessment of
the entity’s performance and direction of future operations. It
may also influence decisions about resources to be allocated to
the entity in the future.

Overall Considerations

Fair Presentation and Compliance with
| nter national Public Sector Accounting

Standards
25. Financial statements shoutd shall present fairly the financial |
Wh position, financial performance and cash flows of an entity.
ere IASB . . . . .
used * definitions Fair presentation requires the faithful representation of the

and recognition

criteriaset out in
the Framework” .

Staff used
different
description due
to lack of
Framework.

Current
para 27 was
rel ocated
from
original
para 32
with minor

changes.

26.

Item 12.6 Marked-up IPSASs

effects of transactions, other events and conditions in
accordance with the definitions and recognition criteria for
assets, liabilities, revenue and expenses set out in | PSASs. The
appropriate—application of International Public Sector
Accounting Standards, with additional disclosures when
necessary, Is_presumed to results; in wvirtuaty—aH
cireumstances—in financial statements that achieve a fair
presentation.

An entity whose financial statements comply with
International Public Sector Accounting Standards sheuld
shall disclose—that—fact _make an_explicit_and unreserved
statement _of such compliance in_the notes. Financial
statements sheuld_shall not be described as complying with
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I nternational Public Sector Accounting Standards unless they

comply with all the requirements of each—applicable_all
I nternational Public Sector Accounting Standards.

In virtualy all circumstances, a fair presentation is achieved by

2728.

2829,

30.

compliance with applicable International Public Sector
Accounting Standards. A fair presentation also requires an

entity:

(a) to sdect and apply accounting policies in accordance with
IPSAS 3 Accounting Poalicies, Changes in_Accounting
Estimates and Errors. IPSAS 3 sets out a hierarchy of
authoritative guidance that management considers in the
absence of a Standard that specifically appliesto an item;

(b) to present information, including accounting policies, in a
manner which provides relevant, reliable, comparable and
understandable information; and

(c) to provide additional disclosures when compliance with
the specific requirements in International Public Sector
Accounting Standards is insufficient to enable users to
understand the impact of particular transactions, other
events and conditions on the entity’s financial position and
financia performance.

| nappropriate accounting treatments are not rectified either by
disclosure of the accounting policies used, or by notes or
explanatory material.

In the extremely rare circumstances when management
concludes that compliance with a requirement in a Standard
would be so misleading_that it would conflict with the objective
of financial statements set out in this IPSAS, and-therefore
that_the entity shall departure from a_that requirement_in the
manner _set out in paragraph 30 if the regulatory framework
requires, or_otherwise does not prohibit, such a departure.—s

When an entity departs from a requirement of a Standard in

accordance with paragraph 29, it shall disclose:

(@) that management has concluded that the financial
statements fairly present fairly the entity’'s financial
position, financial performance and cash flows;
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(b) that it has complied H—aHl—material—+espects—with

applicable International Public Sector Accounting

Standards, except that it has departed from a particular

requirement Standard—n—order to achieve a fair
presentation;

(c) the title of the Standard from which the entity has
departed, the nature of the departure, including the
treatment that the Standard would require, the reason
why that treatment would be so_mideading in the
circumstances that it would conflict with the objective of
financial statements set out in_this IPSAS, and the
treatment adopted; and

(d) for_each period presented, the financial impact of the
departure on_each item in the financial statements that
would have been reported in _complying with the
reguirement—the—entity s-het—surplus—or—deficit—assets;
period presented.

When an entity has departed from a reguirement of a

Paras 31-32
were added

by IASB to

clarify how

totreat

prior period 32.

Standard in a prior period, and that departure affects the
amounts recognized in the financial statements for the current
period, it shall make the disclosures set out in paragraph 30

(c) and (d).

Paragraph 31 applies, for example, when an entity departed in a

departures
in the
current

period.

33.

prior period from a reguirement in a Standard for the
measurement of assets or liabilities and that departure affects the
measurement _of changes in assets and liabilities recognized in
the current period’s financial statements.

In the extremely rare circumstances in which management

Para 33 was
added to solve

the possible
problems
existing in the
circumstance
where the
regulatory
framework
prohibits
departure.

concludes that compliance with a requirement in a Standard
would be so mideading that it would conflict with the objective
of financial statements set out in this IPSAS, but the relevant
regulatory framework prohibits departure from the
requirement, the entity shall, to the maximum extent possible,
reduce the perceived misleading aspects of compliance by

disclosing:

(a) the title of the Standard in question, the nature of the
requirement, and the reason why management has
concluded that complying with that requirement is so
misleading in the circumstances that it conflicts with the
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objective of financial statements set out in this | PSAS;
and

for each period presented, the adjustments to each item

in the financial statements that management has
concluded would be necessary to achieve a fair

presentation.

For the purpose of paragraphs 29-33, an item of information

Current
para 34
was
relocated
from
origina
para 34.

would conflict with the objective of financial statements when it

does not represent faithfully the transactions, other events and

conditions that it either purports to represent or could reasonably

be expected to represent and, consequently, it would be likely to

influence decisions made by users of financial statements. When

assessing whether complying with a specific requirement in an

International Public Sector Accounting Standard would be so

miseading that it would conflict with the objective of financia

statements set out in this IPSAS, management considers:

(a) why the objective of financial statementsis not achieved in
the particular circumstances; and
(b) how the entity’s circumstances differ from those of other

entities that comply with the requirement. If other entities
in_similar circumstances comply with the requirement,
there is a rebuttable presumption that the entity’s
compliance with the requirement would not be so
mideading that it would conflict with the objective of the
financial statements set out in thisIPSAS.
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ITEM 12.6

Departures from the requirements of an International Public
Sector Accounting Standard in order to comply with
statutory/legidative financial reporting requirements in a
particular jurisdiction do not constitute departures Recessary-to
achieve—fair—presentation—that conflict with the objective of
financial statements set out in this IPSAS as outlined in
paragraph 2829. If such departures are material an entity cannot
clam to be complying with International Public Sector
Accounting Standards.
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Going Concern

4336.

4437.

4538.

When preparing financial statements an assessment of an
entity’s ability to continue as a going concern sheuld_shall be
made. This assessment should be made by those responsible
for the preparation of the financial statements. Financial
statements shoeutd_shall be prepared on a going concern basis
unless there is an intention to liquidate the entity or to cease
operating, or if there is no realistic alternative but to do so.
When those responsible for the preparation of the financial
statements are aware, in making their assessment, of material
uncertainties related to events or conditions whieh_that may
cast significant doubt upon the entity s ability to continue as a
going concern, those uncertainties-spould_shall be disclosed.
When the financial statements are not prepared on a going
concern basis, that fact sheuld shall be disclosed, together with
the basis on which the financial statements are prepared and
the reason why the entity is not eensidered regarded te-be as a
going concern.

Financial statements are normally prepared on the assumption
that the entity is a going concern and will continue in operation
and meet its statutory obligations for the foreseeable future. In
assessing whether the going concern assumption is appropriate,
those responsible for the preparation of the financial statements
take into account all available information fer_about the
foreseeable-future, which sheuld-be is at least, but is not limited
to, twelve months from the approval of the financial statements.

The degree of consideration depends on the facts in each case,
and assessments of the going concern assumption are not
predicated on the solvency test usually applied to business
enterprises. There may be circumstances where the usual going
concern tests of liquidity and solvency appear unfavorable, but
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other factors suggest that the entity is nonetheless a going
concern. For example:

(8 in assessing whether a government is a going concern, the
power to levy rates or taxes may enable some entities to be
considered as a going concern even though they may
operate for extended periods with negative net
assets/equity; and

(b) for an individual entity, an assessment of its statement of
financial position at the reporting date may suggest that the
going concern assumption is not appropriate. However,
there may be multi-year funding agreements, or other
arrangements, in place that will ensure the continued
operation of the entity.

4639. The determination of whether the going concern assumption is |
appropriate is primarily relevant for individual entities rather
than for a government as a whole. For individua entities, in
assessing whether the going concern basis is appropriate, those
responsible for the preparation of the financial statements may
need to consider a wide range of factors surrounding current and
expected performance, potential and announced restructurings of
organizational units, estimates of revenue or the likelihood of
continued government funding, and potential sources of
replacement financing before it is appropriate to conclude that
the going concern assumption is appropriate.

Consistency of Presentation

4740. The presentation and classification of items in the financial
statements sheutd shall be retained from one period to the next
unless:

(@) it_is apparent, following a significant change in the

nature of the entity’s operations ef-the-entity or a review
of its financial statements, that another presentation or

classification would be demenstrates-that-the-change-wit
result-ir-a-more appropriate having regard to the criteria

for the selection and application of accounting policies

in | PSAS 3presentation-of-eventsor-transactions, or
(b) a-change-th-presentation-isreguired-by-an International

Public Sector Accounting Standard_requires a change in
presentation.
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A dggnificant acquisition or disposal, or a review of the
presentation of the financial statements presentation, might
suggest that the financial statements-sheuld need to be presented
differently. For example, an entity may dispose of a savings
bank that represents one of its most significant controlled
entities and the remaining economic entity conducts mainly
administrative and policy advice services. In this case, the
presentation of the financial statements based on the principal
activities of the economic entity as a financial institution is
unlikely to be relevant for the new economic entity.

An entity changes the presentation of its financial statements
Oonly if the changed presentation provides information that is
reliable and is more relevant to users of the financial statements
and the revised structure is likely to continue, so that
comparabllltv IS not impaired e#’—#—theheneﬁ%ef—ana{epnawe

Hs-ﬂnanaal—statemems When mak| ng such changes in
presentation—are—made, an entity reclassifies its comparative
|nformat|on in accordance with paragraph 6253 and 54. Whepe

Materiality and Aggregation

5043,

Each material class of similar _ttems that—are-materialby

virtue-of-theirnature-should _shall be presented separately in
the flnanC|aI statements thems—that—alt&matenal—by—vﬁueet

%nateweer—tuneﬂe#and—need—nepltems of a dlssmllar
nature or_function shall be presented separately unless they
are immaterial.

Financial statements result from processing large quantities
numbers of transactions or other events that are struetured-by
beinrg-aggregated into greups classes according to their nature or
function. The final stage in the process of aggregation and
classification is the presentation of condensed and classified
data, that which form line items ether—on the face of the
finanectal-statements-statement of financial position, statement of
financial performance, statement of changes in net assets/equity
and cash flow statement, or in the notes. If a line item is not
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individually material, it is aggregated with other items either on
the face of the-financial those statements or in the notes. An |
item that is not sufficiently materia to warrant separate
presentation on the face of the-firancia-those statements may
nevertheless be sufficiently material that for it shedld to be
presented separately in the notes.

This parawas
deleted due to

the additiona

interpretation
of

“materiality”
in current para
11.

5345. Applying Fthe prineiple concept of materiality provides means
that the a specific disclosure requirements of in an International

Public Sector Accounting Standards need not be met satisfied if
the resulting-information is not material.

Offsetting

5446. Assets and liabilities, revenue and expenses,-shoeuld_shall not
be offset exeept-when-offsetting+s unless required or permitted
by anether _an International Public Sector Accounting
Standard.

5647. It is important that beth-assets and liabilities, and revenue and
expenses,-when-material; are reported separately. Offsetting in
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either-the statement of financial performance or the statement of
financial position, except when offsetting reflects the substance
of the transaction or other event, detracts from the ability of
users both to understand the transactions—undertaken, other
events and conditions that have occurred and to assess the
entity’s future cash flows—ef—the—entity. Fhereporting—of
Measuring assets net of valuation allowances; - for example,
obsolescence alowances on inventories and doubtful debts
allowances on receivables; - is not offsetting.

Revenue relating to exchange transactions is measured at the fair
value of consideration received or receivable, taking into
account the amount of any trade discounts and volume rebates
allowed by the entity. An entity undertakes, in the course of its
ordinary activities, other transactions whieh-that do not generate
revenue but which-are incidental to the main revenue--generating
activities. The results of such transactions are presented, when
this presentation reflects the substance of the transaction or other
event, by netting any revenue with related expenses arising on
the same transaction. For example:

(@ gans and losses on the disposal of non-current assets,
including investments and operating assets, are reported by
deducting from the proceeds on disposal the carrying
amount of the asset and related selling expenses; and

(b) expenses related to a provision that is recognized in
accordance with IPSAS 19 Provisions, Contingent
Liabilities and Contingent Assets and that-are reimbursed
under a contractual arrangement with a third party (for
example, a sub-letting supplier’s warranty agreement) are
may be netted against the related reimbursement.;-and

In addition, gains and losses arising from a group of similar
transactions are reported on a net basis, for example, foreign
exchange gains and losses and gains and losses arising on
financial instruments held for tradingpurpeses. Such gains and
losses are, however, reported separately if they are material-thetr
76, i : htl il :
m'u'l‘m—by—l‘% .
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The offsetting of cash flows is dealt with in International Public

Sector Accounting Standard IPSAS 2 Cash Flow Statements.

Comparative I nformation

6051.

Per discussion
a Berlin
meeting, Staff
have relocated
first-
application
issuein this
parato
“transitional
provision”
section.

6253.

4.

UnlessExcept when an International Public Sector Accounting
Standard permits or requires otherwise, comparative
information sheuld_shall be disclosed in respect of the
previous period for all numerical—information__amounts

reported in the financial statements—exeept-in—+espect-of-the
Hhancal—statements—for—the—treporting—pertod—to—which—this
Standard-isfirstapphied. Comparative information sheuld

shall be included #a_for narrative and descriptive information
when it is relevant to an understanding of the current period’'s
financial statements.

In some cases, narrative information provided in the financial
statements for the previous period(s) continues to be relevant in
the current period. For example, details of alegal dispute, the
outcome of which was uncertain at the last reporting date and is
yet to be resolved, are disclosed in the current period. Users
benefit from knrewing_information that the uncertainty existed at
the last reporting date, and about the steps that have been taken
during the period to resolve the uncertainty.

When the presentation or classification of items in the
financial statements is amended, comparative amounts sheuld
shall be reclassified; unless—it the reclassification is

|mpract|cable—te—de—se—te—ensd¥e—eempapabm$y—m$h—the

Feelessﬂeauen—shemd—bedﬁelesed Whmn—%kmpmeneame
to—reclassify-comparative amounts_are reclassified, an entity
sheulrel shaII disclose: —th&lceasen—tepnet—peelassiymg—and—the

(a) thenature of thereclassification:

(b) the amount of each item or class of items that is
reclassfied: and

(c) thereason for the reclassfication.

When it isimpracticable to reclassfy comparative amounts, an

entity shall disclose:

(a) thereason for not reclassifying the amounts; and
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(b) the nature of the adjustments that would have been made
if the amounts had been reclassified.

Enhancing the inter-period comparability of information assists
users in making and evaluating decisions, especially by allowing
the assessment of trends in financial information for predictive
purposes. In some €circumstances—may—exist,—when it is
impracticable to reclassify comparative information for a
particular prior period to achieve comparability with the current
period. For example, data may not have been collected in the
previous period(s) in a way whieh that allows reclassification,
and it may not be practlcable to recreate the mformatlon—m

N MSEANRCES alaWats) a Ai N a alaalatalas! -
§ v

IPSAS 3 contains—guidance—on_deals with the adjustments
reguired-to comparative information required feHlewing-a when
an entity changes #_an accounting policy or corrects an error

het 15 sonlied o

Structure and Content
| ntr oduction

6457.

6558.

This Standard requires-eertain_particular disclosures on the face
of the—financid—statements statement of financial position,
statement of financial performance and statement of changes in
net assets/equity; and requires disclosure of other line items te
be-disclosed-either on the face of the-firaneial those statements
or in the notes.and |IPSAS 2 sets out requirements for the

presentatlon of a cash flow statement reeemmendedierma:ses

This Standard sometimes uses the term ‘disclosure’ in a broad
sense, encompassing items presented on the face of—eaeh
finanetal the statement_of financial position, statement of
financial performance and cash flow statement as well as in the
notes-to-the-finanetal-statements. Disclosures are also required
by other Internatlonal Publlc Sector Accounting Standards-are

Unleﬁ specn‘led to the contrarv elsevvhere in th|S—er—anetheF

Standard-specifies-to-the—contrary, such disclosures are made
either on the face of the relevant-finanetal statement of financia
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position, statement of financia performance and cash flow
statement (whichever is relevant), or in the notes.

|dentification of Financial Statements

6659.

6460.

6861.

Presentatio
n currency
iSanew
term
defined in
proposed
IPSAS 4.

6962.

The Ffinancial statements sheuld_shall be elearly identified
clearly and distinguished from other information in the same
published document.

International Public Sector Accounting Standards apply only to
the-financial statements, and not to other information presented
in an annual report or other document. Therefore, it isimportant
that users are able to distinguish information that is prepared
using International Public Sector Accounting Standards from
other information whieh that may be useful to users but is not the
subject of those requirements Standares.

Each component of the financial statements-sheuld_shall be
clearly—identified__clearly. In addition, the following
information—sheuld__shall be preminenth—displayed
prominently, and repeated when it is necessary for a proper
understanding of the information presented:

(&) the name of the reporting entity or other means of
identification and any change in that information from
the preceding reporting date;

(b) whether the financial statements cover the individual
entity or the economic entity;

(c) thereporting date or the period covered by the financial
statements, whichever is appropriate to the related
component of the financial statements;

(d) the reperting—presentation currency, as defined in
IPSAS 4 The Effects of Changes in Foreign Exchange
Rates; and

(e) the level of—precison__rounding used in—the

presentingation—of—figures—_amounts in the financial
statements.

The requirements in paragraph 6861 are normally met by
presenting page headings and abbreviated column headings on
each page of the financial statements. Judgment is required in
determining the best way of presenting such information. For
example, when the financial statements are—read presented
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electronically, separate pages-may_are not be always used; the
above items are then presented frequently enough to ensure a
proper understanding of the information-given included in the
financial statements.

Financial statements are often made more understandable by
presenting information in thousands or millions of units of the
reperting_presentation currency. This is acceptable as long as
the level of-precision_rounding in presentation is disclosed and
relevant material information is not test omitted.

Reporting Period

7164.

+265.

+366.

Financial statements—should_shall be presented at least
annually. When,—hr—exeeptionalcireumstances; an entity's
reporting date changes and the annual financial statements
are presented for a period longer or shorter than one year, an
entity-sheuld _shall disclose, in addition to the period covered
by the financial statements:

(&) the reason for using a longer or shorter period-ether
than-one year being-used; and

(b) the fact that comparative amounts for certain statements
such as the statement of financial performance, changes

in net assets/equity, cash flows and related notes are not
entirely comparable.

In exceptional circumstances an entity may be required to, or
decide to, change its reporting date, for example in order to align
the reporting cycle more closely with the budgeting cycle.
When thisis the caseg, it isimportant that users are aware that the
amounts shown for the current period and comparative amounts
are not comparable and that the reason for the change in
reporting date is disclosed. A further example is where, in
making the transition from cash to accrual accounting, an entity
changes the reporting date for entities within the economic entity
to enable the preparation of consolidated financial statements.

Normally, financial statements are consistently prepared
covering a one--year period. However, for practical reasons,
some entities prefer to report, for example, for a 52--week period
for—praeticalreasons. This Standard does not preclude this
practice, as because the resulting financial statements are
unlikely to be materially different to those that would be
presented for one year.
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Timeliness

+467.

The equivalent

parain IAS 1
was deleted.

Staff still
retained it due
to the lack of
framework in
IPSASs.

The usefulness of financial statementsisimpaired if they are not
made available to users within a reasonable period after the
reporting date. An entity should be in a position to issue its
financial statements within six months of the reporting date.
Ongoing factors such as the complexity of an entity’s operations
are not sufficient reason for failing to report on a timely basis.
More specific deadlines are dealt with by legidation and
regulations in many jurisdictions.

Statement of Financial Position

Fhe Current/Non-current Distinction

7568.

7669.

+£10.

/1.

Each entity-sheuld_shall determine-based-on-the-nature-of-its
operations—whether-or-net-te-present current and non-current
assets, and current and non-current liabilities as separate
classifications on the face of the statement of its financial
position-—_in accordance with Pparagraphs 7974 to 8885-ef-this
Standard-apply_except when a presentation based on liquidity
provides information that is reliable and is more relevant.this
distinction—is—+ade: When that exception applies an—entity
chooseshot-to-make-thisclassification, all assets and liabilities
sheudldshall be presented broadly in order of their liquidity.

Whichever method of presentation is adopted,-an-entity-should
disclose for each asset and liability line item that combines
amounts expected to be recovered or settled-beth-before (a) no
more than twelve months after the reporting date; and (b)
more than-after twelve months-frem_after the reporting date,
an entity shall disclose the amount expected to be recovered or
settled after more than twelve months.

When an entity supplies goods or services within a clearly
identifiable operating cycle, separate classification of current
and non-current assets and liabilities on the face of the statement
of financial position provides useful information by
distinguishing the net assets that are continuously circulating as
working capital from those used in the entity’s long-term
operations. It also highlights assets that are expected to be
realized within the current operating cycle, and liabilities that are
due for settlement within the same period.

For some entities, such as financia institutions, a presentation of

assets and liabilities in increasing or decreasing order of

Item 12.6 Marked-up IPSASs
PSC New Y ork July 2004




12.

ITEM 12.6
page 12.98

liquidity provides information that is reliable and is more

relevant than a current/non-current presentation because the

entity does not supply goods or services within a clearly

identifiable operating cycle.

In applying paragraph 68, an entity is permitted to present some

+873.

of its assets and liabilities using a current/non-current
classification and others in order of liquidity when this provides
information that is reliable and is more relevant. The need for a
mixed basis of presentation might arise when an entity has
diverse operations.

Information about the-maturity expected dates of realization of
assets and liabilities is useful in assessing the liquidity and
solvency of an entity. Guidance-on-the-|PSAS 15 Financial
Instruments: Disclosure and Presentation requires disclosure of
the maturity dates of financial assets and financial liabilities-ean
I : g ol . torcl ’
Einancial-tastruments—Disclosure-and-Presentation.  Financia
assets include trade and other receivables, and financial
liabilities include trade and other payables. Information on the
expected date of recovery and settlement of non-monetary assets
and liabilities such as inventories and provisions is also useful
whether or not assets and liabilities are classified-between as
current and non-current.

Current Assets

7974.

An asset should shall be classified as a current-asset when it
satisfies any of the following criteria:

(&) it_is expected to be realized in, or is held for sale or

consumption in, the entity’ s normal-ceurse-ef-the-entity's
operating cycle;-er

(b) it_is held primarily for—trading_the purposes of being
traded; or-for-the short-term-and

(c) it is expected to be realized within twelve months-of after
the reporting date; or

(ed) it_is cash or a cash equivalent—asset_(as defined in
IPSAS 2 Cash Flow Statements) unless it is restricted
from being exchanged or used to settle a liability for at
least twelve months after the reporting date.
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All other assets—sheuld shall be classfied as non-current
assets.

This Standard uses the term “non-current assets’ to include
tangible, intangible-operating and financial assets of along-term
nature. It does not prohibit the use of alternative descriptions as
long astheir the meaning is clear.

The operating cycle of an entity is the time taken to convert
inputs or resources into outputs. For instance, governments
transfer resources to public sector entities so that they can
convert those resources into goods and services, or outputs, to
meet the government’s desired social, political and economic
outcomes. When the entity’s normal operating cycle is not
clearly identifiable, its duration is assumed to be twelve months.

Current assets include assets (such as taxes receivable, user
charges receivable, fines and regulatory fees receivable,
inventories and accrued investment revenue) that are either
realized, consumed or sold, as part of the normal operating cycle
even when they are not expected to be realized within twelve
months of the reporting date. Current assets also include assets
held primarily for the purpose of being traded (financial assets
within this category are classified as held for trading in
accordance with IPSAS XX Financial Instruments. Recognition

and Measurement)Marketable-securities-are-classified-as-current

current portion of non-current financial assets.

Current Liabilities

8378.

A liability sheuld shall be classified as-a current habitity when
it satisfies any of the following criteria:

(&) itisexpected to be settled in the entity’ s normal-coeurse-of
the-entity s operating cycle;-er
(b) itisheld primarily for the purpose of being traded;

(bc) it is due to be settled within twelve months-ef_after the
reporting date:;_or

(d) the entity does not have an unconditional right to defer
settlement of the liability for at |east twelve months after
the reporting date.
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All other liabilitiesshould shall be classified as non-current
liabilities, —_—

assets—Some current liabilities, such as government transfers
payable and accruals for employee and other operating costs,
form-are part of the working capital used in the normal operating
cycle of the entity. Such operating items are classified as current
liabilities even if they are due to be settled after more than
twelve months-frem after the reporting date. The same normal

operating cycle applies to the classification of an entity’s assets
and liabilities. When the entity’s normal operating cycle is not
clearly identifiable, its duration is assumed to be twelve months.

Other current liabilities are not settled as part of the eurrent
normal operating cycle, but are due for settlement within twelve
months—ef_after the reporting date or held primarily for the
purpose of being traded. Examples are financial liabilities
classified as held for trading in accordance with IPSAS XX
Financial _Instruments. Recognition and Measurementthe
eurrent—portion—of nterest-bearing—tHabihties, bank overdrafts,
and the current portion of non-current financial liabilities,
dividends payable, income taxes and other non-trade payables.
tnterest-bearingFinancial liabilities that provide the-financing fer
working—eaptal-on a long-term basis (ie are not part of the
working capital used in the entity’s normal operating cycle), and
are not due for settlement within twelve months_after the
reporting date; are non-current liabilities, subject to
paragraphs 83 and 84.

An entity shedld-continue-to-classifiesy itslong-term-interest-
bearing_financial liabilities as nen-current;—even when they are
due to be settled within twelve months-ef_after the reporting
date, even if:

(@) the origina term was for a period of—+nere longer than
twelve months;_ and

(eb) thatintentionts-supperted-by-an agreement to refinance, or

to reschedule payments, on a long-term basisahieh is
completed after the reporting date and before the financial
statements are approved authorized for issue.
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ever—et—lf an entltv expects, and has the dlscretl on, to refinance
or roll over an obligation for at least twelve months after the
reporti nq date under an existing loan faC|I|tv, of-the-entity-and:

entity-s-long-term—finaneing—and-—sheuld—be-it classifiesd the

obligation as non-current, even if it would otherwise be due

within a shorter period. However, inr-situations-H-whieh_when
refinancing or rolling over the obligation is not at the discretion

of the entity (as-weuld-be-the-caseif-for example, there were is
no agreement to refinance), the potential to refinanceing eannet
be is not consdered—au-’eemat+e and the obllgatlon IS classfled as

Some—berrowing—agreements—incorporateWhen an  entity

breaches an undertakings under a long-term loan agreement

{eovenants)—bytheberrower—which—have—on or before the

Original
para 88 was

reporting date with the effect that the liability becomes payable
on demandi ii—eertam—eenelmls—FeI&eel—te—me—beﬁemﬁr—s

eendmenshavebeewbreaehed—the Ilablllty IS classmed asnen—
current, enby-when:even if

{a——the lender has agreed, after the reporting date and-prierte before

the-appreval_authorization of the financial statements for issue,
not to demand payment as a consequence of the breach. The

amended to
reflect the
notion that
if the entity
does not
havean
uncondition
al right to
defer the
settlement

liability is classified as current because, at the reporting date, the
entity does not have an unconditional right to defer its settlement
for at least twelve months after that date—and

However, the liability is classified as non-current if the lender

agreed by the reporting date to provide a period of grace ending

of liabilities
within 12m
dfter the
reporting
date, it
shall
classify it
as current.

at least twelve months after the reporting date, within which the
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entity can rectify the breach and during which the lender cannot

demand immediate repayment.

In respect of loans classified as current liabilities, if the

following events occur between the reporting date and the date

the financial statements are authorized for issue, those events

qualify for disclosure as non-adjusting events in accordance with

IPSAS 14 Events after the Reporting Date:

(a

refinancing on along-term bas's;

(b)

rectification of a breach of a long-term loan agreement;

(9]

and

the receipt from the lender of a period of grace to rectify a

breach of a long-term loan agreement ending at least
twel ve months after the reporting date.

Information to be Presented on the Face of the Statement of
Financial Position

8986.

As a minimum, the face of the statement of financial position
should_shall include line items—which_that present the
following amounts to the extent that they are not presented in
accordance with paragraph 87:

(@)
(b)

property, plant and equipment;

investment property:

(bc)
(ed)

(de)
(f)

intangible assets;

financial assets (excluding amounts shown under (de),
(th)._(1) and (ky));

investments accounted for using the equity method;
biological assets;

(eg)
(kh)

(gi)
(ki)
()
)

inventories;

recoverables from non-exchange transactions, including
taxes and transfers,

receivables from exchange transactions;
cash and cash equivalents,
taxes and transfers payable;

payables under exchange transactions;

(km) provisions,
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(in) nen-eurrenfinancial liabilities_ (excluding amounts

shown under (k), () and (m));
(mo) minority interest, presented within net assets/equity; and

(Ap) net assets/equity attributable to owners of the controlling
entity.

The face of the statement of financial position shall also

9088.

9189.

The original

Appendix in IAS
1 was renamed as

meeting's

“Implementation

Guidance’ by
IASB. Staff

retainit asan
appendix per BA

discussion.

This para
was also

deleted by
IASB.

include line items that present the following amounts:

(a)__the total of assets classified as held for sale and assets
included in disposal groups classified as held for sale in
accordance with |PSAS XX Non-current Assets Held for
Sale and Discontinued Operations; and

(b) liabilities included in disposal groups classified as held
for sale in accordance with this | PSAS XX.

Additional line items, headings and sub-totals sheuld shall be
presented on the face of the statement of financial position

| ool Publi : iord

requiresit—or-when such presentation is necessary relevant to
present—fairly _an understanding of the entity’s financial

position.

This Standard does not prescribe the order or format in which
items are to be presented. Paragraph-8986 simply provides alist
of items that are so-sufficiently different in nature or function
that-they-deserve to warrant separate presentation on the face of
the statement of financial position. Illustrative formats are set

out in Appendix-13 to this Standard. Adjustments-to-the-line
items-aboveinclude the following 1n addition:

@ Ilne |tems are aelded mcluded Whenﬁanether—m;emanenal

pesition-or-when the size, nature or function of an item or
aggregation of similar items is such that separate

presentation would-assist-H-presenting-faitly is relevant to

an understanding of the entity’ s financial position; and

(b) the descriptions used and the ordering of items or
aggregation of similar items may be amended according to
the nature of the entity and its transactions, to provide
information that is necessary—for— relevant to an everalt |
understanding of the entity’s financial position.
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9390.

9491.

The judgment on whether additional items are separately
presented is based on an assessment of

@ the nature and I|qU|d|ty of aseets—atctel—tIcteH‘—matetclal+tsyL

(b) tIquC the function of assets within the entlty—teadmg—fer

(©)

at—eest—er—at—teéaleeel—ameunts—The use of dlfferent
measurement bases for different classes of assets suggests that
their nature or function differs, and therefore, that they should be
presented as separate line items._For example, different classes

of property, plant and eguipment can be carried at cost or
revalued amounts in accordance with IPSAS 17 Property, Plant
and Equipment.

Information to be Presented either on the Face of the Statement of
Financial Position or in the Notes

9592.

An entity shedld_shall disclose, either on the face of the
statement of financial position or in the noteste-the-statement
of—tinaneialposition, further sub-classifications of the line
items presented, classified in a manner appropriate to the
entity’' s operations.—Each-Hem-should-be-sub-classifiedwhen

appropriate,—by -its—nature,—and—amounts—payable to—and
blo I i ity fl lled ontiti
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specific para. Staff
have made
consequential
change per the
changein IPSAS 14
that dividends
declared after the
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be recognized as
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the notes. See para
148.
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The detail provided in sub-classifications—eitheren-the face-of
the statement-of financial-position-or-in-the-notes depends on the
requirements of International Public Sector Accounting
Standards and on the size, nature and function of the amounts
involved. The factors set out in paragraph 9390 are also are
used to decide the basis of sub-classification. The disclosures
will-vary for each item, for example:

(d) tangible—asseatsitems of property, plant and equipment
should be classified by_are dlsaqqreqated into classes in

accordance with any

aceounting-for|PSAS 17 179Fepepty—ptan¥aneLequ+pment
(b) recelvables are—analyzed—between disaggregated into

amounts receivable from user charges, taxes and other
non-reciprocal revenues, other members of the economic
entity, receivables from related parties, prepayments, and
other amounts;

(c) inventories are sub-classified in accordance with

12 +Inventor|es |nto cla$|f|cat|ons such as merchandise,
production supplies, materials, work in progress and
finished goods;

(d) taxes and transfers payable are analyzed—between
disaggregated into tax refunds payable, transfers payable,

and amounts payable to other members of the economic
entity;

(e) provisions are anahyzed-shewing-separately-_disaggregated
into _provisions for employee benefit-cests and-any other
items—elassiied—r—a—manner—appropriate-to—the—entity's
operations; and

(f) components of net assets/equity are—analyzed—shewing
separately  disaggregated into  contributed  capital,
accumulated surpluses and deficits and any reserves.

When an entity has no share capital, it shedld shall separately
disclose-the-fellowing, either on the face of the statement of
financial position or in the notes,:

{a)net assets/equity, showing separately:
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(fa) contributed capital, being the cumulative total at
the reporting date of contributions from owners,
less distributions to owners;

(Hb) accumulated surpluses or deficits,

(Hc) reserves, including a description of the nature and
purpose of each reserve within net assetsequity;
and

(vd) minority interests—and

Many public sector entities will not have share capital but the
entity will be controlled exclusively by another public sector
entity. The nature of the government’s interest in the net
assets/equity of the entity is likely to be a combination of
contributed capital and the aggregate of the entity’ s accumulated
surpluses or deficits and reserves — whieh that reflect the net
assets/equity attributable to the entity’ s operations.

In some cases, there may be a minority interest in the net
assets/equity of the entity. For example, at whole-of-
government level, the economic entity may include a
Government Business Enterprise that has been partly privatized.
Accordingly, there may be private shareholders who have a
financial interest in the net assets/equity of the entity.

When an entity has share capital, in addition to the disclosures
in paragraph 9794, it sheuld_shall disclose the following,
either on the face of the statement of financial position or in
the notes:

(&) for each class of share capital:

(i) thenumber of sharesauthorized;

(i) the number of shares issued and fully paid, and
issued but not fully paid;

(ilf) par value per share, or that the shares have no par
value;

(iv) a reconciliation of the number of shares
outstanding at the beginning and at the end of the
year,
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(v) therights, preferences and restrictions attaching to
that class, including restrictions on the distribution
of dividends and the repayment of capital;

(vi) sharesin the entity held by the entity i#self or by its
controlled entities or associates-ef-the-entity, and
(vii) shares reserved for issueanee under options and

sales-contracts for_the sale of shares, including the
terms and amounts,;_and

(b) a description of the nature and purpose of each reserve
within net assetsequitys;.

Statement of Financial Performance

Please note Surplusor Deficit for the Period

the
“Surplus or 98.

All items of revenue and expense recognized in a period shall

Deficit for

the period”
Section was

relocated 99.

beincluded in surplus or deficit unless an | nternational Public
Sector Accounting Standard requires otherwise.

Normally, all items of revenue and expense recognized in a

from paras
10-12in
existing
IPSAS 3.

100.

period are included in surplus or deficit. This includes the
effects of changes in accounting estimates. However,
circumstances may exist when particular items may be excluded
from surplus or deficit for the current period. IPSAS 3
Accounting Policies, Changes in_Accounting Estimates and
Errors deals with two such circumstances. the correction of
errors and the effect of changes in accounting policies.

Other Standards deal with items that may meet definitions of

Consistent with

the proposed
endorsement

approach to IAS
39, Staff have
changed the
description in
this para.

revenue or expense set out in IPSASs but are usually excluded
from surplus or deficit. Examples include revaluation surpluses
(see IPSAS 17), particular gains and losses arising on trand ating
the financial statements of aforeign operation (see IPSAS 4) and
gains or losses on remeasuring available-for-sale financial assets
(see IPSAS XX Financial Instruments. Recognition and
Measurement).
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Information to be Presented on the Face of the Statement of
Financial Perfor mance

101.

Consistent with the
proposed
endorsement
approach to IFRS 5,
Staff have
incorporated the
changes made by
the IASB upon the
issue of IFRS 5.

102.

As a minimum, the face of the statement of financial
performance-sheuld shall include line itemswhich that present
the following amounts for the period:

(&) revenuefrom-operating-activities;
) I ficit s . ities:
{e—finance costs,

(dc) share of-net_the surpluses or deficits of associates and
joint ventures accounted for using the equity method,;

© | eficitt ;
" nary items
6 rinority I : | ficit-and

(d) a single amount comprising the total of (i) the post-tax
surplus or deficit of discontinued operations and (ii) the
post-tax gain or 10ss recognized on the measurement to
fair value less costs to sell or on the disposal of the assets
or __disposal group(s) constituting the discontinued
operation; and

(he) netsurplusor deficit-fortheperiod.

The following items shall be disclosed on the face of the

108.

This parawas
deleted because

thereis no longer
“operating
activities’ notion
in IPSAS 1.

statement of financial performance as allocations of surplus
or deficit for the period:

(a) surplusor deficit attributable to minority interest: and

(b) surplus or deficit attributable to owners of the controlling
entity.

Additional line items, headings and sub-totals-sheuld shall be
presented on the face of the statement of financial

performance when-reguired-by-an-tnternational-Public-Sector

Accounting-Standard,—er-when such presentation is hecessary
relevant to—present—fairly_an _understanding of the entity's

financial performance.
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Because TFthe effects of an entity’s various activities,

The
elimination
of
extraordina | 105,

transactions and other events differ in terms of their impact on
its ability to meet its service delivery obligations, and—the
disclosingure—ef the—elements components of financial
performance assists in an understanding of the financia
performance achieved and in makingpredieting projections of
future results. Additional line items are included on the face of
the statement of financial performance, and the descriptions used
and the ordering of items are amended when this is necessary to
explain the elements of performance. Factors to be-taken-nte
consideredation include materiality and the nature and function
of the varieus-components of revenue and expenses. Revenue
and expense items are not offset enby-when-unless the criteriain
paragraph 5546 are met.

An entity shall not present any items of revenue and expense

ry itemsis

amajor

changeto
this IPSAS.

as extraordinary items, either on the face of the statement of
financial performance or in the notes.

Information to be Presented either on the Face of the Statement of

Financial Performanceor in the Notes

106.

When items of revenue and expense are material, thelir nature

107.

and amount shall be disclosed separately.

Circumstances that would give rise to the separate disclosure of

Paras 106 and
107 were
relocated from
paras 26 and

28 of existing
IPSAS 3.

items of revenue and expense include:

(a) write-downs of inventories to net realizable value or of
property, plant and equipment to recoverable amount, as
well as reversals of such write-downs;

(b) restructurings of the activities of an entity and reversals of
any provisions for the costs of restructuring;

(c) disposals of items of property, plant and equipment;

(d) disposds of investments;
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104108.

£05109.

106110.

107111

108112.

ITEM 12.6

page 12.110
(e) discontinued operations;
(f) litigation settlements; and
(g) other reversals of provisions.
An entity—sheuld_shall present, either on the face of the

statement of financial performance or in the notes-to-the

statement—offinancialperformanee, a sub-classification of

total revenue, classified in a manner appropriate to the entity’s
operations.

An entity—sheuld_shall present, either on the face of the
statement of financial performance or in the notes-to-the

statement—of financial-performance, an analysis of expenses

using a classification based on either the nature of expenses or
their function within the entity,—as—appropriate_whichever
provides information that isreliable and more relevant.

Entities are encouraged to present the analysis in paragraph 105
109 on the face of the statement of financial performance.

Expense items are-further sub-classified #r-erder-to highlight the
costs and cost recoveries of particular programs, activities or
other relevant segments of the reporting entity. This information
may be provided in one of two ways.

The first form of analysis is referred-te-as-the nature of expense
method. Expenses are aggregated in the statement of financial
performance according to their nature; (for example
depreciation, purchases of materials, transport costs,
wagesemployee benefits and-salaries advertising costs), and are
not reallocated amongst various functions within the entity. This
method s may be simple to apply—ir—+rany—smaller—entities
because no allocations of eperating-expenses between functional
classifications are necessary. An example of a classification

using the nature of expense method is as follows:
Revenuefrom-eperating-activities X
Salaries-and-eEmployee benefits costs X
Depreciation and amortization expense X
Other eperating-expenses X
Total expenses (X)
Surplus from-operating activities X

Item 12.6 Marked-up IPSASs
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The second form of analysis—referred-te-as is the functional of
expense _method of —expense—classification—and classifies
expenses according to the program or purpose for which they
were made. This presentation often provides more relevant
information to users than the classification of expenses by
nature,—altheugh—the but allocatingen—ef—expenses costs to
functions-ean-be_may require arbitrary allocations and involves
considerable judgment. An example of a classification using the

functional of expense method-ef—expense—classification is as

follows:

FotalrRevenue X
Expenses:

Health expenses (X)
Education expenses (X)
Other expenses (X)
SurplusKdefieity X

The expenses associated with the main functions undertaken by
the entity are shown separately. In this example, the entity has
functions relating to the provision of health and education
services. The entity would present expense line items for each
of these functions.

Entities classifying expenses by function sheutd_shall disclose
additional information on the nature of expenses, including
depreciation and amortization expense,-salaries-and employee
benefits expense, and finance costs.

The choice ef—anaysis—between the functional of expense
method and the nature of expense method depends on beth-the
historical and regulatory factors and the nature of the
organization. Both methods provide an indication of the-those
costs—whieh that might be—expected—to—vary, directly and
indirectly, with the outputs of the entity. Because each method
of presentation has its merits for different types of entities, this
Standard-prevides-a-cheice requires management to select the
most relevant and reliable presentation-between—classifications

based—on—whatfairly presentsthe -elements—of —an—entity’s
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performance. |n paragraph 115, “employee benefits’ has the
same meaning asin IPSAS XX Employee Benefits'.

113117. When an entity provides a dividend to its owners and has share

Pisnote IAS 1 uses
“distributions to equity
holders’. Staff still
retained “distribution
to owners’ because it
isaPSC term.

capital, it—sheuld_shall disclose, either on the face of the
statement of financial performance_or the statement of
changes in_net assetg/equity, or in the notes, the amount of
dividends per—share—declared—or—proposed;recognized as
distributions to_ owners fer_during the period,—covered-by-the
financial-statements and the related amount per share.

Statement of Changesin Net AssetsEquity

114118. An entity shoutd_shall present;-as-a-separate-component-of-its

Pls note: to
reflect the
requirementsin
para 119 (c),
Staff added
“separately
disclosed” in
para 118 (d).

financial—statements, a datement of changes in  net
assets/equity showing_on the face of the statement:

(&) thenetsurplusor deficit for the period;

(b) each item of revenue and expense for_the period,-which
that, as required by other Standards, is recognized
directly in net assetgequity, and the total of these items;
ahd

(c) total revenue and expense for the period (calculated as
the sum of (a) and (b)), showing separately the total
amounts attributable to owners of the controlling entity
and to minority interest; and

(d) for each component of net assetgegquity separately
disclosed, the eumulative effects of changes in
accounting policiesy and-the-corrections of fundamental
errors—dealt—with—under—the—benchmark—treatments
recognized in accordance with | PSAS 3.

115119. tr-addition—aAn entity should_shall also present, either within

this on the face of the statement of changes in net assetsyequity
or in the notes:

(&) the amounts of transactions with eentributionsby owners
acting _in_their _capacity as owners, and—showing

s_egarately distributions to owners—hr-thelr—capacity-as

1

! Staff have proposed that IAS 19 be endorsed by the PSC as IPSAS XX _Employee Benefits

— see the IASB Harmonization Strateqy paper. It is proposed that IAS 19 be considered in

detail in PSC November 2004 mesting.
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(b) the balance of accumulated surpluses or deficits at the
beginning of the period and at the reporting date, and the
moevementsforchanges during the period; and

(c) to the extent that components of net assets/equity are
separately disclosed, a reconciliation between the
carrying amount of each component of net assets/equity
at the beginning and the end of the period, separately
disclosing each-mevement change.

Changes in an entity’s net assets/equity between two reporting
dates reflect the increase or decrease in its-wealth net assets

during the period—under-theparticular—measdrement-principles
adopted and disclosed in the financia statements.

The overal change in net assetsequity represents the total-net
surplust_or deficit for the period, other revenues and expenses
recognized directly as changes in net assets/equity, together with
any contributions by, and distributions to, owners in their
capacity as owners.

Contributions by, and distributions to, owners include transfers
between two entities within an economic entity (for example, a
transfer from a government, acting in its capacity as owner, to a
government department). Contributions by owners, in their
capacity as owners, to controlled entities are recognized as a
direct adjustment to net assets/equity only where they explicitly
giveriseto residua interestsin the entity in the form of rights to
net assets/equity.

HPSAS3This Standard requires all items of revenue and expense
recognized in a period to be included in the-determination-of-net
surplus or deficit for the period unless another International
Public Sector Accounting Standard requires er—permits
otherwise. Other Standards require eertaih_ some items-(such as
revaluation surpluses and deficits, and-certainr-particular foreign
exchange differences,_and gains or l0sses on remeasuring
available-for-sale financial assets) to be recognized directly as

changes in net assets/eqwty—aleng—\,mha;apﬁal—tpan%enemﬁh

elat&sBecause itis |mportant to takemte cons deratlen aII |tems
of revenue and expense which—contributeto—the in assessing

changes in an entity’s financial position_between two reporting

dates, this Standard requires a—separate—component—of—the
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financial statements of changes in net assets/equity which-that

highlights beth-an entity’ s-net-surplusideficit-for-the-period-and
total revenue and expenses, including those items-that-have-been

are recognized directly in net assets/equity-duringthe period.

IPSAS 3 requires retrospective adjustments to effect changes in

This parawas
added by the
IASB when

revising IAS 1.
Also, Staff added

“separately
disclosed” to be

consistent with

para 118 (d).

accounting policies, to the extent practicable, except when the
transitional provisions in another International Public Sector
Accounting Standard require otherwise. IPSAS 3 also requires
that restatements to correct errors are made retrospectively, to
the extent practicable. Retrospective adjustments and
retrospective restatements are_ made to the balance of
accumulated surpluses or deficits, except when an International
Public Sector Accounting Standard requires retrospective
adjustment of another component of net assets/equity. Paragraph
118(d) requires disclosure in the statement of changes in net
assets/equity of the total adjustment to each component of net

120125

Cash

121126.

Notestothe Fhrancial-Statements

assetg/equity  separately disclosed resulting, separately, from
changes in accounting policies and from corrections of errors.
These adjustments are disclosed for each prior period and the
beginning of the period.

The requirements in paragraphs £34118 and 115119 may be met
by using a columnar format-whieh_that reconciles the opening
and clos ng balances of each element W|th|n net assets/eqwty,

items set out in paragraph 118 in the statement of changes in net
assetdequity. Under this approach, the items described in
paragraph 119 are shown in the notes.

Flow Statement

IPSAS 2 Cash Flow Satements sets out requirements for the |

presentation of the cash flow statement and related disclosures.
It states that cash flow information is useful in providing users of
financial statements with a basis to assess the ability of the entity
to generate cash and cash equivalents, and the needs of the entity

to utilize those cash flows. Please note, based on

improved IAS 1, referen

[

es

to “notes to the financial

Statements’ were amend

ed

Structure to“notes’.
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122127. The notes to-thefinancial-statements-of-an-entity-shoebld shall:

123128,

Previous para

124 was
deleted asthe
content is
reflected in
the definition
of “notes’.

125129.

(@)

(b)

(©)

present information about the basis of preparation of the
financial statements and the specific accounting policies
used in accordance with paragraphs 132-139selected-and

lied for Siarif : o ;

disclose the information required by I nternational Public
Sector Accounting Standards that is not presented
elsewhere-in-the financial-statements on the face of the
gatement of financial position, statement of financial
performance, statement of changes in net assets/equity or
cash flow statement; and

provide additional information—whieh__that is not
presented on the face of-the-financial-statements the
statement of financial position, statement of financial
performance, statement of changes in net assets/equity or
cash_flow_statement, but that is-necessaryfor—afair
presentation_relevant to _an understanding of any of
them.

Notesto-the financial-statementsshould shall be presented in a

systematic manner. Each item on the face of the statement of

financial-perfermanee position, statement of financial-pesition
performance, statement of changes in net assetseguity and

cash flow statement-sheuld_shall be cross-referenced to any
related information in the notes.

Notes are normally presented in the following order, which
assists users in understanding the financial statements and
comparing them with financial statements of those—ef—ether

entities;

(@

a statement of compliance with International Public Sector
Accounting Standards (see paragraph 26);
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(b) astatement-of-the-measurerment-basis{bases)-and summary

of dgnificant accounting policies applied_ (see
paragraph 132);

(c) supporting information for items presented on the face of
the statement of financial position, statement of financial
performance, statement of changes in net assets/equity or
cash flow statementeach-financial-statement, in the order in
which each line item and each financial statement is
presented; and

(d) other disclosures, including:

(i) eeontingeneiescontingent liabilities (see IPSAS 19
Provisions, Contingent Liabilities and Contingent
Assets), and unrecognized contractual commitments
and-otherfinancial-disclosdres; and

(i) non-financial disclosures, eg the entity’s financial
risk management objectives and policies (see
IPSAS 15 Financial Instruments: Disclosure and

Presentation).

126130. In some circumstances, it may be necessary or desirable to vary

127131,

the ordering of specific items within the notes. For example,
information on—nterest—rates—and changes in fair vaue
adjustments recognized in surplus or deficit may be combined
with information on maturities of financial instruments, although
the former are-statement—offinancialperfermance-disclosures
relate to the statement of financial performance and the latter
relate to the statement of financial position. Nevertheless, a
systematic structure for the notesisretained as far as practicable.

Notes provide tinformation about the basis of preparation of the

financial statements and specific accounting policies may be
presented as a separate component of the financial statements.

Presentation_Disclosur e of Accounting Policies

128132

An entity shall disclose in the summary of significantFhe

accounting policies—section—of—the—notes—to—the financial
statements-should-deseribe the-follewing:

(&) the measurement basis (or bases) used in preparing the
financial statements;
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(b) theextent to which the entity has applied any transitional
provisionsin any I nternational Public Sector Accounting
Standard; and

(c) each—speciticthe other accounting policiesy that-is are
necessary-for—a—proper_relevant to an understanding of

the financial statements.

it I ” . lici Lin 4
financial—statements—it is important for users to be aware

informed of the measurement basis { or bases) used in the
financial statements (for example, historical cost, current cost,
realizable value, fair value or present-valde recoverable amount)
because they-form-the basis on which the whele-ef-thefinancia
statements are prepared_significantly affects their analysis.
When more than one measurement basis is used in the financial
statements, for example when-eertain-Hems particular classes of
assets are revalued, it is sufficient to provide an indication of the
categories of assets and liabilities to which each measurement
basis is applied.

In deciding whether a—specific particular accounting policy
should be disclosed, management considers whether disclosure

would assist users in understanding the-way—r—whieh—_how
transactions, other events and events conditions are reflected in
the reported financial performance and financial position. Fhe
Disclosure of particular accounting policies is especially useful
to users when those policies are selected from aternatives
dlowed in IPSASs. An example is disclosure of whether a
venturer recognizesitsinterest in ajointly controlled entity using
proportionate consolidation or the equity method (see IPSAS 8
Interests in Joint Ventures). Some Standards specifically require
disclosure of particular accounting policies, including choices
made by management between different policies they allow. For
example, IPSAS 17 Property, Plant and Equipment reguires
disclosure of the measurement bases used for classes of
property, plant and equipment. IPSAS 5 Borrowing Costs
requires disclosure of whether borrowing costs are recognized
immediately as an expense or capitalized as part of the cost of
gualifying assets. that—an—entity —might—consider—presenting
rchude ] icted-to-the following:

@ .
®) licetion principles. includ ledh exit

Item 12.6 Marked-up IPSASs
PSC New Y ork July 2004




ITEM 12.6
page 12.118

131135. Each entity considers the nature of its operations and the policies
whieh that the users of its financial statements would expect to
be disclosed for that type of entity. For example, public sector
entities would be expected to disclose an accounting policy for
recognition of taxes, donations and other forms of non-
reciprocal revenue. When an entity has significant foreign
operations or transactions in foreign currencies, disclosure of
accounting policies for the recognition of foreign exchange gains
and |osses-and-the-hedging-ofsueh-gains-and-tosses would be
expected. Hr—conschidatedfinancial—statements When entity
combinations have occurred, the policiesy used for determining
measuring goodwill and minority interest-ts are disclosed.

132136. An accounting policy may be significant because of the nature of
the entity’s operation even if amounts shewn-for current and
prior periods are not material. It is also appropriate to disclose
an_each significant accounting policy-fer-each-peliey that is not
covered specifically required by existirg—International Public
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Paras
137-139
were
added by
the
IASB.

138.

Staff have

incorporated
different

examples from
thosein IAS1to

reflect a public
sector context.

139.

Sector Accounting Standards, but is selected and applied in | [Para137is
accordance with paragraph-37 |PSAS 3. anew
disclosure
An_entity shall disclose, in the summary of significant %%fm
accounting policies or other notes, the judgments, apart from IPSAS 1.
those involving estimations (see paragraph 140), management | |the
has made in the process of applying the entity’s accounting | | disclosure
policies that have the most significant effect on the amounts | |regarding
recognized in the financial statements. %
IS
In the process of applying the entity’s accounting policies, with in next
subsection.

management _makes various judgments, apart from those
involving estimations, that can significantly affect the amounts
recognized in_the financid statements. For example,
management makes judgments in determining:

(a) whether assets are investments properties;

(b) whether agreements for the provision of goods and/or
services that involve the use of dedicated assets are |eases;

(c) whether, in substance, particular sales of goods are
financing arrangements and therefore do not give rise to
revenue; and

(d) whether the substance of the relationship between the
reporting entity and other entities indicates that these other
entities are controlled by the reporting entity.

Some of the disclosures made in accordance with paragraph 137

Pls note
thisisa
new section

are _required by other IPSASs. For example, IPSAS 6
Consolidated and Separate Financial Satements requires an
entity to disclose the reasons why the entity’ s ownership interest
does not constitute control, in respect of an investee that is not a
controlled entity even though more than half of its voting or
potential voting power is owned directly or indirectly through
controlled entities. IPSAS 16 Investment Property reguires
disclosure of the criteria developed by the entity to distinguish
investment property from owner-occupied property and from
property held for sale in the ordinary course of business, when
classification of the property is difficult.

K ey Sour ces of Estimation Uncertainty

and also
new

140.

An entity shall disclose in the notes information about the key

disclosure

requirement
s added by
the IASB.

assumptions concerning the future, and other key sources of
estimation uncertainty at the reporting date, that have a
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sgnificant _risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year. In respect of those assets and liabilities, the
notes shall include details of:

(a) their nature; and

(b) their carrying amount as at the reporting date.

Determining the carrying amounts of some assets and liabilities

Thewording
of paral4lis
slightly
different from
IASB’s.

142.

requires estimation of the effects of uncertain future events on
those assets and liabilities at the reporting date. For example, in
the absence of recently observed market prices used to measure
the following assets and liabilities, future-oriented estimates are
necessary to measure the recoverable amount of certain classes
of property, plant and equipment, the effect of technological
obsolescence on inventories, provisions subject to the future
outcome of litigation in_progress, and long-term employee
benefit liabilities such as pension obligations. These estimates
involve assumptions about such items as the risk adjustment to
cash flows or discount rates used, future changes in salaries and
future changes in prices affecting other costs.

The key assumptions and other key sources of estimation

143.

uncertainty disclosed in accordance with paragraph 140 relate to
the estimates that require management’'s most difficult,
subjective or_ complex judgments. As the number of variables
and assumptions affecting the possible future resolution of the
uncertainties increases, those judgments become more subjective
and complex, and the potential for a consequential materia
adjustment to the carrying amounts of assets and liabilities
normally increases accordingly.

The disclosures in paragraph 140 are not required for assets and

144.

liabilities with a significant risk that their carrying amounts
might change materialy within the next financial year if, a the
reporting date, they are measured at fair value based on recently
observed market prices (their fair values might change materially
within the next financia year but these changes would not arise
from assumptions or other sources of estimation uncertainty at
the reporting date).

The disclosures in paragraph 140 are presented in a manner that

helps users of financial statements to understand the judgments
management makes about the future and about other key sources
of estimation uncertainty. The nature and extent of the
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information provided vary according to the nature of the
assumption and other circumstances. Examples of the types of
disclosures made are:

(2) the nature of the assumption or other estimation
uncertainty;
(b) the senstivity of carrying amounts to the methods,

assumptions and estimates underlying their calculation,
including the reasons for the sensitivity:

(c) the expected resolution of an uncertainty and the range of
reasonably possible outcomes within the next financial
year in respect of the carrying amounts of the assets and
liabilities affected; and

(d) an explanation of changes made to past assumptions
concerning those assets and liabilities, if the uncertainty
remains unresolved.

When it is impracticable to disclose the extent of the possible

146.

effects of a key assumption or another key source of estimation
uncertainty at the reporting date, the entity discloses that it is
reasonably possible, based on existing knowledge, that
outcomes within the next financial year that are different from
assumptions could require a material adjustment to the carrying
amount of the asset or liability affected. In all cases, the entity
discloses the nature and carrying amount of the specific asset or
liability (or class of assets or liabilities) affected by the

assumption.

The disclosures in paragraph 137 of particular judgments

147.

management made in the process of applying the entity’s
accounting policies do not relate to the disclosures of key
sources of estimation uncertainty in paragraph 140.

The disclosure of some of the key assumptions that would

otherwise be required in accordance with paragraph 140 is
required by other IPSASs. For example, IPSAS 19 requires
disclosure, in specified circumstances, of major assumptions
concerning future events affecting classes of provisions.
IPSAS 15 requires disclosure of significant assumptions applied
in_estimating fair values of financial assets and financial
liabilities that are carried at fair value. IPSAS 17 requires
disclosure of significant assumptions applied in estimating fair
values of revalued items of property, plant and eguipment.

Item 12.6 Marked-up IPSASs
PSC New Y ork July 2004




ITEM 12.6
page 12.122

Other Disclosures

Current 148.

An entity shall disclose in the notes:

para 148
was

rel ocated
from
previous

para 100
c) and (d).

133149.

(a)__the amount of dividends proposed or declared before the
financial statements were authorized for issue but not
recognized as a distribution to owners during the period,
and the related amount per share; and

(b) the amount of any cumulative preference dividends not
recognized.
An entity-sheudld_shall disclose the following, if not disclosed

elsawhere in information published with the financial
statements:

(@) the domicile and legal form of the entity, and the
jurisdiction within which it operates;

(b) adescription of the nature of the entity’' s operations and
principal activities;

(c) a reference to the relevant legidation governing the
entity’ s operations; and

(d) the name of the controlling entity and the ultimate
controlling entity of the economic entity (where
applicable).

Transitional Provisions

134150,

Per Berlin
meeting's
discussion, Staff
have relocated to
this parathe
transitional
provision in
previous para 60.

All provisions of this Standard should be applied from the date
of first adoption of this Standard, except in relation to items
which have not been recognized as a result of transtional
provisons under another International Public Sector
Accounting Standard. The disclosure provisons of this
Standard would not be required to apply to such items until the
transitional provision in the other International Public Sector
Accounting Standard expires. Comparative information are
not required in respect of the financial statements to which
this Standard isfirst applied.

135151

Notwithstanding the existence of transitional provisions under
another International Public Sector Accounting Standard,
entities that are in the process of adopting the accrua basis of
accounting for financial reporting purposes are encouraged to
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comply in full with the provisions of that other Standard as soon
aspossible.

Effective Date

136152. An__entity shall _apply Fthis International Public Sector
Accounting Standard becomes-etfective-for annual financial
statements covering periods beginning on or after 1
JulyJanuary 20012009. Earlier application is encouraged. _|f
an entity applies this Standard for a period beginning before 1
January 2009, it shall disclose that fact.

137153. When an entity adopts the accrua basis of accounting, as
defined by International Public Sector Accounting Standards,
for financial reporting purposes, subsequent to this effective
date, this Standard applies to the entity’s annual financial
statements covering periods beginning on or after the date of
adoption.
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Pis note this Appendix is a new section. See also the IASB Harmonization Strategy paper

for the proposed approach to SIC/IFRIC interpretations.

Appendix 1— I nter pretations or
| nter national Financial Reporting
Standards

This appendix is an integral part of the Sandard.

1.

Interpretation  SIC-29 Disclosure  —  Service Concession
Arrangements issued by the Standing Interpretations Committee
of International Accounting Standards Committee (IASC),
which was replaced by International Accounting Standards
Board (IASB), provides quidance on interpreting the
requirements of this International Public Sector Accounting
Standard.
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Pls note “Amendments to Other Pronouncements’ is a new section. Only the relevant
paragraphs in other IPSASs that are not part of the IPSASs Improvements project but will
be impacted as a result of proposalsin this IPSAS are included and shown in marked-up.

ApPpenaix Z—Amenaments 1o utner
Pronouncements

The amendments in this appendix shall be applied for annual financial
statements covering periods beginning on or after 1 January 2009. If an
entity applies this Sandard for an earlier period, these amendments
shall be applied for that earlier period.

Al In International Public Sector Accounting Standards applicable
on 1 January 2009:

() references to “net surplus or deficit” are amended to
“surplus or deficit”;

(b) references to “notes to the financial statements’ are
amended to “notes’.
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Pls note the similar appendix in improved I1AS was renamed as “ Implementation
Guidance”. Staff retained it as an appendix per BA meeting’ s discussion.

Appendix 43 —Illlustrative Financial
Statement Structure

This appendix is illustrative only and does not form part of the
standards. The purpose of the appendix is to illustrate the application of
the standards and to assist in clarifying their meaning.

The Standard sets out the components of financial statements and
minimum requirements for disclosure on the face of the statement of
financial position and the statement of financial performance as well as
for the presentation of changes in net assetgequity. It also-establishes
describes further items that may be presented either on the face of the
relevant financial statement or in the notes.

Fhepurpese-of-tT his appendix iste-provides ssimple examples of the
ways in which the requirements for the presentation of the statement of

financial performance, statement of financial position and changesin net
assets/equity might be met presented-in-theprimary-financial-staterents.
The order of presentation and the descriptions used for line items should
be changed where when necessary in order to achieve afair presentation
in each entity’ s particular circumstances. For example, line items of a
public sector entity such as a defense department are likely to be
significantly different from those for a central bank.

Theillustrative statement of financial position shows one way in which a
statement of financial position distinguishing between current and non-
current items may be presented. Other formats may be equally
appropriate, provided the distinction is clear.

The financial statements have been prepared for a national government
and the statement of financial performance (by function) illustrates the
functions of government classifications used in the Government Finance
Statistics. These functional classifications are unlikely to apply to all
public sector entities. Refer to this Standard for an example of more
generic functional classifications for other public sector entities.

The examples are not intended to illustrate all aspects of IPSASs. Nor do
they comprise a complete set of financial statements, which would also
include a cash flow statement, a summary of significant accounting
policies and other explanatory notes.
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PUBLIC SECTOR ENTITY —STATEMENT OF ACCOUNTING POLICIES
(EXTRACT)

Reporting entity

These financial statements are for a public sector entity (national
government of Country A). The financial statements encompass the
reporting entity as specified in the relevant legidation (Public Finance
Act 20X X). This comprises:

e  central government ministries; and
»  Government Business Enterprises.

Basis of preparation

The financial statements comply with International Public Sector
Accounting Standards for the accrual basis of accounting. The
measurement base applied is historical cost adjusted for revaluations of
assets.

The financial statements have been prepared on a going concern basis
and the accounting policies have been applied consistently throughout the
period.

Item 12.6 Marked-up IPSASs
PSC New Y ork July 2004



ITEM 12.6
page 12.128
PUBLIC SECTOR ENTITY —STATEMENT OF FINANCIAL POSITION
ASAT 31 DECEMBER 20X2

(in thousands of currency units)

20X 2 20X2 20X1 20X1

ASSETS
Current assets
Cash and cash equivalents X X
Receivables X X
Inventories X X
Prepayments X X
Investments X X

X X
Non-current assets
Receivables X X
Investments X X
Other financial assets X X
Infrastructure, plant and equipment X X
Land and buildings X X
Intangible assets X X
Other non-financial assets X X

X X
Total assets X X
LIABILITIES
Current liabilities
Payables X X
Short-term borrowings X X
Current portion of borrowings X X
Provisions X X
Employee benefits X X
Superannuation X X

X X
Non-current liabilities
Payables X X
Borrowings X X
Provisions X X
Employee benefits X X
Superannuation X X

X X
Total liabilities X X
Net assets X X
NET ASSETS/EQUITY
Capital contributed by
other government entities X X
Reserves X X
Accumulated surpluses/(deficits) X X

X X
Minority interest X X
Total net assetgequity X X

Item 12.6 Marked-up IPSASs
PSC New Y ork July 2004



ITEM 12.6
age 12.129
PUBLIC SECTOR ENTITY —STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 31 DECEMBER 20X2
(ILLUSTRATING THE CLASSIFICATION OF EXPENSESBY FUNCTION)

(in thousands of currency units)

The IPSASs
¢o not have
the notion of
Income as do
|ASs.

|PSAS 17
$pecifies that
gain or loss
shall be
displayed as
revenue or
expense.

20X2 20X1
OperatingrRevenue
Taxes X X
Fees, fines, penalties and licenses X X
Revenue from exchange transactions X X
Transfers from other government entities X X
Other-eperating revenue X X
Gains on sale of property, plant and equipment X X
Total eperatingrevenue X X
Operating-eExpenses
General public services X X
Defense X X
Public order and safety X X
Education X X
Hedlth X X
Social protection X X
Housing and community amenities X X
Recreational, cultural and religion X X
Economic Affairs X X
Environmental protection X X
Other Expenses X X
Finance costs . X X
Share of surplus of associates X X
Total eperating-expenses X X
Surplus/{deficit) . X X
Finanee-eosts 9 9
Fotal-non-operatingFevenue{expenses) £9 £9
Surphusideficit) i X X
Minority-interest-share of surplus/(deficit) 29 £9
Hems
Extraordinary-items 9 9

“This means the share of associates surplus or deficit attributable to owners of the
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Net surplug/(deficit) for the period
Attributable to:
Owners of the contralling entity
Minority interests
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PUBLIC SECTOR ENTITY —STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 31 DECEMBER 20X2

(ILLUSTRATING THE CLASSIFICATION OF EXPENSES BY NATURE)

(in thousands of currency units)

OperatingrRevenue

Taxes

Fees, fines, penalties and licenses
Revenue from exchange transactions
Transfers from other government entities

Other-operating revenue
Gains on sale of property, plant and equipment

Total Operating-Revenue

Operating-eExpenses

Wages, salaries and employee benefits
Grants and other transfer payments

Supplies and consumables used

Depreciation and amortization expense
Impairment of property, plant and equipment”
Other-operating expenses

Finance costs

Share of surplus of associates

Total Operating-Expenses

"In_a statement of financial performance in which expenses are classified by nature, an

20X2 20X 1

X X

X X The IPSASs

X X dg not have

X X the notion of

X X “ihcome’ as

X X da 1ASs.

X X IHSAS 17
sfecifies that
gain or loss

X X oHall be

X X difplayed as

X X relenue or

X X ejpense.

X X

X X

X X

X X

X X

X X |

09 09 |

X X |

%) ) |
N N |
) () |
X X

09 ) |

impairment of property, plant and equipment is shown as a separate line item. By contrast,

if expenses are classified by function, the impairment is included in the function(s) to
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Net-sSurplug/(deficit) for the period X X
Attributable to:
Owners of the controlling entity X X
Minority interest X X
X X
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Pis note the statement of changes in net assets/equity is not updated. It is proposed
that the updated version be reviewed concurrently with thereview of IAS 39.

PUBLIC SECTOR ENTITY —STATEMENT OF CHANGESIN NET
ASSETS/EQUITY FOR THE YEAR ENDED 31 DECEMBER 20X2

(in thousands of currency units)

Contributed Revaluation Trandation Accumulated Total

Capital Reserve Reserve Surpluses/
(Deficits)

Balance at 31 December 20X0 X X xX) X X
Changes in accounting policy (X) (X) X)
Restated balance X X X X X
Surplus on revaluation of
property X X
Deficit on revaluation of
investments (X) (X)
Currency trandation (X) (X)
differences
Net gains and losses not
recognized in the statement of
financia performance X X)
Net surplus for the period X X
Balance at 31 December 20X 1 X X 9] X X
Deficit on revaluation of
property X) X)
Surplus on revaluation of
investments X X
Currency trandation (X) X
differences
Net gains and losses not
recognized in the statement of
financia performance xX) X) X)
Net deficit for the period X) X)
Balance at 31 December 20X 2 X X 9] X X
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Appendix 24 — Qualitative Characteristics
of Financial Reporting

Paragraph 3727 of this Standard requires the-development-of-accounting
policies—an entity to ensure—that—the financial—statements present

information, including accounting policies, in a manner provide
wfermation—that meets a number of qualitative characteristics. This
appendix summarizes the qualitative characteristics of financia reporting.

Qualitative characteristics are the attributes that make the information
provided in financial statements useful to users. The four principa
gualitative characteristics are understandability, relevance, reliability and
comparability.

Under standability

Information is understandable when users might reasonably be expected
to comprehend its meaning. For this purpose, users are assumed to have
a reasonable knowledge of the entity’s activities and the environment in
which it operates, and to be willing to study the information.

Information about complex matters should not be excluded from the
financial statements merely on the grounds that it may be too difficult for
certain users to understand.

Relevance

Information is relevant to users if it can be used to assist in evaluating
past, present or future events or in confirming, or correcting, past
evaluations. In order to be relevant, information must also be timely.

Materiality

The relevance of information is affected by its nature and materiality.

Information is material if its omission or misstatement could influence the
decisions of users or assessments made on the basis of the financial
statements. Materiality depends on the nature or size of the item or error
judged in the particular circumstances of its omission or misstatement.
Thus, materiality provides a threshold or cut-off point rather than being a
primary qualitative characteristic which information must have if it is to
be useful.
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Reliability
Reliable information is free from material error and bias, and can be

depended on by users to represent faithfully that which it purports to
represent or could reasonably be expected to represent.

Faithful Representation

For information to represent faithfully transactions and other events, it
should be presented in accordance with the substance of the transactions
and other events, and not merely their legal form.

Substance Over Form

If information is to represent faithfully the transactions and other events
that it purports to represent, it is necessary that they are accounted for and
presented in accordance with their substance and economic reality and
not merely their legal form. The substance of transactions or other events
is not always consistent with their legal form.

Neutrality

Information is neutral if it is free from bias. Financial statements are not
neutral if the information they contain has been selected or presented in a
manner designed to influence the making of a decision or judgment in
order to achieve a predetermined result or outcome.

Prudence

Prudence is the inclusion of a degree of caution in the exercise of the
judgments needed in making the estimates required under conditions of
uncertainty, such that assets or revenue are not overstated and liabilities
or expenses are not understated.

However, the exercise of prudence does not allow, for example, the
creation of hidden reserves or excessive provisions, the deliberate
understatement of assets or revenue, or the deliberate overstatement of
liabilities or expenses, because the financial statements would not be
neutral and, therefore, not have the quality of reliability.

Completeness

The information in financial statements should be complete within the
bounds of materiality and cost.
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Compar ability

Information in financial statements is comparable when users are able to
identify similarities and differences between that information and
information in other reports.

Comparability appliesto the:
e comparison of financial statements of different entities; and

 comparison of the financial statements of the same entity over
periods of time.

An important implication of the characteristic of comparability is that
users need to be informed of the policies employed in the preparation of
financial statements, changes to those policies and the effects of those
changes.

Because users wish to compare the performance of an entity over time, it
isimportant that financial statements show corresponding information for
preceding periods.

Constraintson Relevant and Reliable Infor mation

Timeliness

If there is an undue delay in the reporting of information it may lose its
relevance. To provide information on a timely basis it may often be
necessary to report before all aspects of a transaction are known, thus
impairing reliability. Conversely, if reporting is delayed until all aspects
are known, the information may be highly reliable but of little use to
users who have had to make decisions in the interim. In achieving a

balance between relevance and reliability, the overriding consideration is
how best to satisfy the decision-making needs of users.

Balance between Benefit and Cost

The balance between benefit and cost is a pervasive constraint. The
benefits derived from information should exceed the cost of providing it.
The evaluation of benefits and costs is, however, substantially a matter of
judgment. Furthermore, the costs do not always fall on those users who
enjoy the benefits. Benefits may aso be enjoyed by users other than
those for whom the information was prepared. For these reasons, it is
difficult to apply a benefit-cost test in any particular case. Nevertheless,
standard-setters, as well as those responsible for the preparation of
financial statements and users of financial statements, should be aware of
this constraint.
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Balance between Qualitative Characteristics

In practice a balancing, or trade-off, between qualitative characteristicsis
often necessary. Generaly the am is to achieve an appropriate balance
among the characteristics in order to meet the objectives of financial
statements. The relative importance of the characteristics in different
casesis amatter of professional judgment.
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Comparison with IAS 1

International  Public Sector Accounting Standard IPSAS1
Presentation of Financial Satements is drawn primarily from
International Accounting Standard IAS 1, Presentation of Financial
Satements (revised 2003). The main differences between IPSAS1 | |
and IAS 1 are asfollows:

e Commentary additional to that in IAS1 has been included in
IPSAS1 to clarify the applicability of the standards to
accounting by public sector entities e.g., discusson on the
application of the going concern concept has been expanded.

 |AS1 alows the presentation of either a statement showing all
changes in net assetg/equity, or a statement showing changes in
net assets/equity other than those arising from capital
transactions with owners and distributions to owners in their
capacity as owners. IPSAS 1 requires the presentation of a
statement showing all changes in net assets/equity.

 IPSAS1 uses different terminology, in certain instances, from
IAS1. The most significant examples are the use of the terms
“entity—“revenue”, “statement of financiad performance”, ||
“statement of financial position” and “net assetgequity” in
IPSAS1. The equivalent terms in IAS1 are“enterprise’; | |

“income”, “income statement”, “balance sheet” and “equity”.

e |AS 1 defines “International Financial Reporting Standards
(IFRS) to include IFRSs, IASs and SIC/IFRIC Interpretations.
IPSAS 1 does not define “International Public Sector Accounting
Standards’.

« |PSAS1 contains a different set of definitions of technical terms
from IAS 1 (paragraph 68).

e |PSAS 1 contains commentary on the responshbility for the
preparation of financial statements. IAS 1 does not include the
same commentary (paragraphs 17-18).
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» |PSAS 1 uses the phrase “the objective of financia statements
set out in this IPSAS’ to replace the equivalent phrase “the
objective of financia statement set out in Framework” in IAS 1.
This is because an equivalent Framework in IPSASs does not
exist.

e [PSAS 1 contains commentary on timeliness of financial
statements because of the lack of an equivalent Framework in
|PSASs (paragraph 67).

» [IPSAS1 contains a transitiona provision alowing the non-
disclosure of items which have been excluded from the financial
statements due to the application of a transitional provision in
another IPSAS (paragraph 134150).

 IPSAS 1 contains a summary of qualitative characteristics (based
on the IASC framework) in Appendix 24.
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Summary of Main Changes
|PSAS 3 Accounting Policies, Changesin Estimates and Errors

The main changes proposed are:

Name of Standard
* tochangeto* Accounting Policies, Changes in Accounting Estimates and Errors’ .

Scope

* to transfer into this Standard the criteria for the selection of accounting policies from
the old IPSAS 1 Presentation of Financial Statements; and

* to transfer from this Standard to IPSAS 1 the requirements on the presentation of
items in the statement of financial performance.

Definitions

* to define in paragraph 8 new terms: “change in accounting estimate”, “prior period
errors’, “prospective application”, “retrospective application” and “retrospective
restatement”, “impracticable’, “material” and “notes’.

* to delete in paragraph 8 the terms: “extraordinary items’, “ordinary activities’, “net
surplus/deficit”, and “ surplus/deficit from ordinary activities’.

Materiality
* tostipulate in paragraph 14 that:

= the accounting policiesin IPSASs need not be applied when the effect of applying
them isimmaterial; and

= financial statements do not comply with IPSASs if they contain material errors.

Net Surplusor Deficit for the Period
* totransfer this section (paragraphs 10 — 28 of the old IPSAS 3) to IPSAS 1.

Accounting Policies

* to gpecify the hierarchy of PSC's pronouncements, and authoritative and non-
mandatory guidance, to be considered when selecting accounting policies to apply in
the preparation of financial statements. The new hierarchy is now in bold italic type
(paragraphs 19-20).

* to remove alowed alternative treatments for changes in accounting policies
(including voluntary changes). An entity is now required (where practicable) to
account for changes in accounting policies retrospectively (paragraph 29).

Errors
¢ to remove the distinction between fundamental errors and other materia errors.
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to remove allowed alternative treatments for the correction of errors. An entity is now
required to correct (where practicable) material prior period errors retrospectively in
the first set of financial statements authorized for issue after their discovery

(paragraph 52).

Criteriafor exemptions from requirements (I mpracticability)

to require that when it is impracticable to determine the cumulative effect, at the
beginning of the current period, of:

= applying anew accounting policy to all prior periods, or
= anerror onal prior periods,

the entity changes the comparative information as if the new accounting policy had
always been applied (paragraphs 33-37); or the error had been corrected (paragraphs
53-55), prospectively from the earliest date practicable.

to include guidance on the interpretation of “impracticable’ in paragraphs 60-63.

Disclosures

to require more detailed and addiitonal disclosure of the amounts of adjustments as a
consequence of changing accounting policies or correcting prior period errors
(paragraphs 39 and 40).

to require, rather than encourage the disclosure of :

= an impending change in accounting policy when an entity has yet to adopt a new
IPSAS which has been published but not yet come into effect; and

= known or reasonably estimable information relevant to assessing the possible
impact that application of the new IPSAS will have on the entity’s financial
statements in the period of initial application.

Amendmentsto Other Pronouncements

to include an authoritative appendix of amendments to other IPSASs that are not part
of the IPSASs Improvements project and will be impacted as a result of the proposals
inthis IPSAS.
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INTRODUCTION

Accounting Standardsfor the Public Sector

The International Federation of Accountants — Public Sector Committee
(the Committee) is developing a—set—ef—recommended accounting
standards for public sector entities referred to as International Public
Sector Accounting Standards (IPSASs). The Committee recognizes the
significant benefits of achieving consistent and comparable financial
information across jurisdictions and it believes that the IPSASswiH play
akey role in enabling these benefits to be realized.

The IPSASs are based on the International Financial Reporting Standards
(IFRSs), formerly known as International Accounting Standards (1A Ss),
issued by the International Accounting Standards Board (IASB), where
the requirements of those Standards are applicable to the public sector.
The Committee is aso developing IPSASs that deal with accounting
Issues in the public sector that are not addressed in the IFRSs or |ASs.

The adoption of IPSASs by governments will improve both the quality
and comparability of financial information reported by public sector
entities around the world. The Committee strongly encourages
governments and national standard-setters to engage in the development
of its Standards by commenting on the proposals set out in these
Exposure Drafts. The Committee recognizes the right of governments
and national standard setters to establish guidelines and accounting
standards for financial reporting by the public sector in ther
jurisdictions. The Committee encourages the adoption of IPSASs and
the harmonization of national requirements with IPSASs. Financial
statements should be described as complying with IPSASs only if they
comply with aII the requirements of each applicable Hternational-Publie
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INTERNATIONAL PUBLIC SECTOR
ACCOUNTING STANDARD IPSAS 3

| it fortl od
Fundamental Errorsand- Changesin
Accounting Policies, Changesin
Accounting Estimatesand Errors

Thishas
been
retained,
but the
IASB hasa
different
introdn.

Para 2 has
bee moved
from the
scope
section to
the
objective
sectionin
thisIPSAS

The standards, which have been set in bold italic type, should be read in
the context of the commentary paragraphs in this Sandard, which are in
plain type, and in the context of the “ Preface to International Public
Sector Accounting Sandards’ . International Public Sector Accounting
Sandards are not intended to apply to immaterial items.

Objective

1. The objective of this Standard is to prescribe the criteria for
selecting and changing accounting policies, together with the
classification,—disclosure—and—accounting  treatment_ and
disclosure of changes in accounting policies, changes in
accounting estimates and the correction of errors. This Standard
|S|ntended toe#eerta%ﬁemsmﬂqe#naneial—statemen%ssﬁhat

Ih+s-enhanc&s the relevance and rel|ab|l|tv of an entltvs

financial statements, and the comparability_of those beth-with
the-entityy'sfinancial statements over timesfpreviedus—periods

and with the financial statements of other entities.

sl 5 T : | ficit f |
period——These—dDisclosures requirements for accounting
|ooI|C|es except for those Chanqes in accountl ng |ooI|C|es are set

ether—lnternatlonal Publlc Sector Accountlng Standards
including IPSAS 1 Presentation of Financial Statements.
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and accountlnq policies, and accountmq for chanq&s in

accounting policies, H-acecounting-for changes in accounting
estimates, fundamental and corrections of prior period errors

» . . licies,
4. 3——The tax effects of extraerdinary-Hems—fundamentalthe

correction of prior _period errors and of retrospective
adjustments made to apply changes in accounting policies are
not considered in this Standard as they are not relevant for many
public sector entities. International Accounting Standard
IAS 12, Income Taxes contains guidance on the treatment of tax

5. 4.——This Standard applies to all public sector entities

other than Government Business Enterprises.
6. 5 The Preface to International Financial Reporting
Standard Sandards issued by the International Accounting Standards
fcg?‘;gv‘?ng Board (IASB) explains that International Financia Reporting
PSC Standards (IFRSs) are designed to apply to general purpose
decisions financial statements of all profit-oriented entities. Government
Business Enterprises (GBES) are defined in paragraph 8 below.

They are profit-oriented entities. Accordingly, they are required

to comply with |FRSs and Internatlonal Accountl ng Standards
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7. The International Accounting Standards Board (IASB) was
established in 2001 to replace the International Accounting
Standards Committee (IASC). The 1ASs issued by the IASC
remain in force until they are amended or withdrawn by the
IASB.
Definitions
8. 6———The following terms are used in this Standard with
the meanings specified:
Accounting policies are the specific principles, bases,
conventions, rules and practices adeptedapplied by an entity in
preparing and presenting financial statements.
Accrual basis means a basis of accounting under which
transactions, and other events and conditions are recognized
when they occur (and not only when cash or its equivalent is
received or paid). Therefore, the transactions, andother events
and _conditions are recorded in the accounting records and
recognized in the financial statements of the periods to which
they relate. The eements recognized under accrual
accounting are assets, liabilities, net assets/equity, revenue
and expenses.
Asdirected in
Buenos Aires,
unnecessary
definitions are
deleted. They
are:
assets, borrowing
cogts, cash
equivalents, cash
flows
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Cash—flows—are—inflows—and—outflows—of cash—and—cash
eguivalents.

the IASB has _ . _ _ .
defined ‘changein A change in_accounting estimate is an adjustment of the
accounting carrying amount of an asset or a liability, or the amount of the
estimate periodic_consumption of an asset, that results from the
assessment_of the present status of, and expected future
benefits and obligations associated with, assets and liabilities.
Changes in accounting estimates result from new information
or_new_developments and, accordingly, are not correction of
errors.
Delete - - : .
unnecessary service-potential-that-has-been—contributed-to-the-entity by
definitions: parties-external-to-the-entity—otherthan-these-thatresultin
Contributions liabilities of the entity, that-establish-a financial-interest-in-the
from owners, . L o
control, Ret-assets/equty-of the entity; which:
discontinued _ o
operations, (a)———conveys-entitltement both—to-distributions—of future
distributions to economic-benefits-or—service-potential-by-the-entity

OWners, expenese
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extraordinary items
was deleted

Delete
unnecessary
definition:
financing
activities, foreign
entity, foreign
operation,
government
business
enterprise

Fundamental
errors have been
deleted —
replaced with
‘errors'. The
IASB did not
define ‘errors
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o ' s and-services_in i | y

| mpracticable Applying a requirement is impracticable when
the entity cannot apply it after making every reasonable effort
to do so. For a particular prior period, it is impracticable to
apply a change in an accounting policy retrospectively or to
make a retrospective restatement to correct an error if:

(a) the effects of the retrospective application or
r etrospective restatement are not determinable;

(b) the retrospective application or retrospective
restatement requires assumptions about what
management’s intent would have been in that period:
or

(c) the retrospective application or retrospective
restatement requires significant estimates of amounts
and it is impossible to distinguish objectively
information about those estimates that:

(i) provides evidence of circumstances that existed on the
date(s) as at which those amounts are to be
recognized, measured or disclosed: and

(i) would have been available when the financial
statements for that prior period were authorized for
issue

from other information.
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Material Omissions or misstatements of items are material if
they could, individually or collectively, influence the decisions
or_assessments of users made on the bass of the financial
statements. Materiality depends on the nature or size of the
omisson or misstatement judged in the surrounding
circumstances. The nature or size of the item, or a

combination of both, could be the determining factor.

Consequence of
eliminating
extraordinary items,
dfns such as net
surplus/deficit and
ordinary activities
have been deleted
Unnecessary defn: mV@st—mg—@r—f—l—nan-an-g—aet—Nm-es—
operating activities,
net assets/equity QFdFH&FV—GGFNFHGS—&F@—&H%&GFH#HGSANkHGkF&F@—HHdGF@&k@FFby it it i
'F’”OLP_G”OO' Prior period errors are omissions from, and misstatements in,
ﬁgzrter';a the entity’s financial statements for one or more prior periods
introduced and arising_from a failure to use, or misuse of, rdiable
defined by the information that:
IASB
(a) was available when financial statement for those
periods were authorized for issue; and
(b) could reasonably be expected to have been obtained
and taken into account in the preparation and
presentation of those financial statements.
Such errors include the effects of mathematical mistakes,
mistakes in applying accounting policies, oversights or
misinterpretations of facts, and fraud.
‘ Prospective
application’ is
anew term
introduced and
defined by the
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Theterms
‘retrospective
application’ and
‘retrospective
restatement’ have
now been defined
by the IASB.

revenue

Unnecessary defn:

Delete
unnecessary
definition
guidance. They
are: future
economic
benefits or

service potential,  [FeF
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Prospective application of a change in accounting policy and
of recognizing the effect of a change in an accounting
estimate, respectively, are:

(a) applying the new accounting policy to transactions,
other events and conditions occurring after the date
as at which the policy is changed; and

(b) recognizing the effect of the change in the accounting
estimate in the current and future periods affected by

the change.

Retrospective application is applying a new accounting policy
to transactions, other events and conditions as if that policy
had always been applied.

Retrospective restatement is correcting the recognition,
measurement and disclosure of amounts of eements of
financial statements as if a prior period eror had never

occurred.

Tems defined in other International Public Sector
Accounting Standards are used in this Standard with the same
meaning as in those other Standards, and are reproduced in
the Glossary of Defined Terms published separately.
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Materiality
The 0. Assessing whether an omission or misstatement could influence
characteristics decisions of users, and so be material, requires consideration of
of userswere those users. Users are assumed to have a reasonable knowledge
introduced by of business and economic activities and accounting and a
IASB infind
Standards, but willingness to study the information with reasonable diligence.
noin the ED. Therefore, the assessment needs to take into account how users
The wording with such attributes could reasonably be expected to be
%‘%{%mm influenced in making and evaluating decisions.
IASB’s.
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Paras 37 — 42 (ie the accounting policies section) of IPSAS 1 and paras 48 — 68 have been
moved to become paras 10 — 38.

ThelASB introduced a new section called ‘ Accounting Policies which moved the
following to before the old paras 30 — 37 of the existing IPSAS 3 (ie the section on
Changes in Accounting Estimates)

Accounting Policies

Selection and Application of Accounting Policies

In para 10,
implemntn
guidance has
been replaced
with

‘Appendices .

10. When an International Public Sector Accounting Standard
specifically applies to a transaction, other event or condition,
the accounting policy or policies applied to that item shall be
determined by applying the Standard and considering any
relevant Appendices issued by the PSC for the Standard.

1. International Public Sector Accounting Standards (IPSASs) set

out accounting policies that the PSC has concluded result in
financia statements containing relevant and reliable information
about the transactions, other events and conditions to which they
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apply. Those policies need not be applied when the effect of
applying them is immaterial. However, it is inappropriate to
make, or leave uncorrected, immaterial departures from IPSASs
to _achieve a particular presentation of an entity’s financia
position, financial performance or cash flows.

In the updated IAS 8, there is a paragraph that notes that | mplementation
Guidance does not form part of the Standard. Staff have attached the
relevant paragraph below for your attention. The IASB has now elevated
Appendices as part of an IFRS, and therefore is now authoritative.
Guidance on how to apply an IAS that formed part of an Appendix hav
now been moved as | mplementation Guidance.

11A.  Implementation Guidance for Standards issued by the IAS
does not form part of those Standards, and therefore does not contaip
requirements for financia statements.

12. In_the absence of an Management-sheuld-select-and-apply-an
— : lic I ho fi ol

| kol . : | licabl
I nternational Public Sector Accounting Standard that.—\Ahere

thereis-neo specifically applies to a transaction, other event or
condition—reguirement, management shedldshall use its
ludgment in developing and applying an accounting policyies
that resulis in to ensure that the financial statements provide

information that is:

€)] relevant to the decision-making needs of users; and

(b) reliable, in that they financial statements:

(1) represent faithfully the financial
performance and financial position of the
entity;

(i) reflect the economic substance of events and

transactions and not merely the legal form;

(iii) are neutral, thatisie, free from bias;
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para 13
isfrom
IPSAS 1
para 38

Para 14
isfrom
IPSAS 1
para 39

Para 15
isfrom
IPSAS 1
para 40

Para 16
isfrom
IPSAS 1
para 42
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(iv) are prudent; and
(V) are completein all material respects.

13. If one or more alternative accounting policies {benchmark—or ‘

atlowed alternative)—are available under an International
Public Sector Accounting Standard, an entity should choose
and apply consistently one of those policies unless the
Standard specifically requires or permits categorization of
items (transactions, events, balances, amounts, etc.) for which
policies are to be chosen. If a Standard requires or permits
separate categorization of items, a single accounting policy
should be selected and applied consistently to each category.

14. Once an initial policy has been selected, a change in |
accounting policy should only be made in accordance with
I nternational Public Sector Accounting Standard | PSAS 3 Net
| it for 4 od I | I
Changes—n—Accounting Policies, Changes in_Accounting
Estimates and Errors and applied to all items or categories of

itemsin the manner specified in paragraph 1338.

15. The quality of information provided in financial statements
determines the usefulness of the financial statements to users.
Paragraph 3712 requires the development of accounting policies |
to ensure that the financial statements provide information that
meets a number of qualitative characteristics. Appendix 24 to
this-Standard| PSAS 1 summarizes the qualitative characteristics
of financial reporting.

Para 16 been updated and reflected as black letter (to follow the changesin IAS 8).
Previoudly, this was a commentary para.

making thisthe judgment, described in_paragraph 12,
management shall refer to, and considers the applicability of,
the following sourcesin descending order:
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@ the requirements and guidance in International
Public Sector Accounting Standards dealing with

— similar and related issues; and ‘
Initsequivaent
:gzg?ﬁh%ageﬁ?s (b) the definitions, recognition and measurement criteria
recognition, & for assets, liabilities, revenue and expenses described
mesmt criteriain in other publications of the International Federation
the Framework. of Accountants— Public Sector Committee.:and
Thisreplicates |L/: In _making the judgment described in paragraph 12,
para 17(c), but management may also consider the pronouncements of other
usesthe standard setting bodies and accepted public or private sector
rster‘ﬂ;’?gréAS practices to the extent, but only to the extent, that these are
ThelAS consistent with paragraph 16(a)—ef—this—paragraph. For |
equivalent example, pronouncements of the International Accounting
referstoa Standards  CemmitteeBoard  (IASCB), including the |
fsr:re“e""orl"% " Framework for the Preparation and Presentation of Financial
parain. Statements, International Acceunting—FEinancial Reporting
Standards and interpretations issued by the IASCB’s

International Financial Reporting | nterpretations Committee
(IERIC) or the former Standing Interpretations

Committee(SI C).

Intherevised IAS 8, the IASB used para 17A (see below). It refersto the
conceptual framework.

17A. In making the judgment described in paragraph 10 (the
| PSAS equivalent is para 12), management may also consider the most
recent pronouncements of other standard-setting bodies that are use a
similar conceptual framework to develop accounting standards, other
accounting literature and accepted industry practices, to the extent that
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these do not conflict with the sources in paragraph 11. (the IPSAS
equivalent is para 16)

Consistency of Accounting Policies

18. An entity shall select and apply its accounting policies
consistently for similar transactions, other events and
conditions, unless an International Public Sector Accounting
Standard specifically reguires or permits categorization of
items for which different policies may be appropriate. If a
Standard _requires _or permits _such categorization, an
appropriate accounting policy shall be selected and applied
consistently to each category.

Changesin Accounting Policies

19. 51—An entity shall change tan accounting policy sheuld

Para51 was _

m%rsed tg\hl bemadeonly if the change:

before para

48. (a) is_required by statute—(including—a—mandatory
regutation),—er—by—an |nternational Public Sector

aAccounting sStandard-setting-bedy,; or

(b) H-the-change-will-results in_the financial statements
providing reliable and more relevant—er—+etiable

information about the effects of transactions, other
events and conditions on the entity's financial
position, financial performance or cash flows-ef-the

entity.

20. 48—Usars of financia statements need to be able to
compare the financial statements of an entity over aperiod-of
time to identify trends in its financial position, performance and
cash flows. Therefore the same accounting policies are
nermally-adepted-r-_applied within each period and from one

period to th e next unless a change in accounting policy meets
one of the criteriain paragraph 19.

Paras 21 and 22 were added by the PSC. But, para 24 has been updated to reflect that
guidance on the selection and application of accounting policies (that were previoudy in
IPSAS 1) has been moved to thisIPSAS.
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22.

23.

24.

Unlikeits
equivalent IAS

para, para 24 does
not refer to IAS 38
as the PSC has not
dedt with theissue
of intangible assets
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. | locti | anplicati : : lici
are—discussed—in—HRPSAS 1A change from one basis of
accounting to another basis of accounting is a change in
accounting policy.

50——A change in the accounting treatment, recognition or
measurement of a transaction or event within a basis of
accounting is regarded as a change in accounting policy.

52— Thefollowing are not changes in accounting policies:

@ the adeption-application_of an accounting policy for
events or transactions, other events or conditions that

differ in substance from_those previoudy occurring
eventsor-transactions, and

(b) the applicationadeption of a new accounting policy
for events-or-transactions, other events or conditions

whiehthat did not occur previously or that were
immaterial.

53— The initial adeptienapplication of a policy to carry
assets—at—revalued__assets—amounts in__accordance with
IPSAS 17 Property, Plant and Equipment or other
International Public Sector Accounting Standards that deal
with the revaluation of asetsis a change in accounting policy

to be dealt with as a revaluation in accordance with |PSAS 17

Paragraphs 26-38 do not apply to the change in accounting

policy described in paragraph 24.

I[tem 12.6 Marked-up IPSASs

PSC New York July 2004




Paras 10
and 16 now
deal with
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“adptn of
IPSAS.

Para 55 has
been
moved to
para 26.
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Para 28 has
the same
issue as
paral7.
The
relevant
para used
by the
IASB inthe
revised IAS
is attached
as para28A
below.
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tional sions._the_d . . '

30:

(a) an entity shall account for a change in accounting
policy resulting from the initial application of an
I nternational Public Sector Accounting Standard in
accordance with the specific transitional provisions, if
any, in that Standard; and

(b) when an entity changes an accounting policy upon

initial application of an International Public Sector
Accounting Standard that does not include specific
transitional provisons applying to that change, or
changes an accounting policy voluntarily, it shall
apply the change retrospectively.

27. For the purpose of this International Public Sector Accounting
Standard, early application of a Standard is not a voluntary
change in accounting policy.

28. In the absence of an International Public Sector Accounting

Standard that specifically applies to a transaction, other event or
condition, management may, in accordance with paragraph 17,
apply an accounting policy from the pronouncements of other
standard setting bodies and accepted public or private sector
practices to the extent, but only to the extent, that these are
consistent with paragraph 14(a)-ef-this-paragraph. For example,
pronouncements of the International Accounting Standards
Comwittee-Board (IASEB), including the Framework for the
Preparation and Presentation of Financial Statements,
International Acceunting—Financial Reporting Standards and
interpretations issued by the IASBC's International Financial
Reporting Interpretations Committee (IFRIC) or the former
Standing Interpretations Committee (SIC). |If, following an
amendment of such a pronouncement, the entity chooses to
change an accounting policy, that change is accounted for and
disclosed as a voluntary change in accounting policy.
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28A. In the absence of a Standard that specifically applies to a
transaction, other event or condition, management may, in accordance
with paragraph 12 (the IPSAS equivalent is para 17), apply an
accounting policy from the most recent pronouncements of other
standard-setting bodies that use a similar conceptual framework to
develop accounting standards. If, following an amendment of such a
pronouncement, the entity chooses to change an accounting policy, that
change is accounted for and disclosed as a voluntary change in
accounting policy.

Retr ospective application

59— Subject to paragraph 30, when aA change in accounting
policy sheuld-beis applied retrospectively in_accordance with

paraqraph 26(a) or (b), the entltv shaIIHnJrees—the—ameunt—ef

adjustmenHe the openlng balance of each affected component
of aceumulated-surpluses-or—deficitsnet assets/equity for the

earliest period presented and other- —Ccomparative
amountsinformation—should—be—restated—unless—it—is

Hmpracticableto—do—so_disclosed as if the new accounting
policy had always been applied.
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Limitations on retrospective application

30.

When a retrospective application is required by paragraph

31.

26(a) or (b), a change in accounting policy shall be applied
retrospectively except to the extent that it is impracticable to
determine either the period-specific effects or the cumulative
effect of the change.

When it is impracticable to determine the period-specific

32.

33.

effects of changing an accounting policy on comparative
information for one or more prior periods presented, the entity
shall apply the new accounting policy to the carrying amounts
of assets and liabilities as at the beginning of the earliest
period for which retrospective application is practicable,
which _may be the current period, and shall make a
corresponding adjustment to the opening balance of each
affected component of accumulated surplus or deficits for that

period.

63———When it is impracticable to determine the cumulative
effect, at the beginning of the current period, of applying a
new Fhe-changetn accounting policy to all prior periods, the
entity shall adjust the comparative information to apply the

new accounting policy from the earliest date practicable

The |ASB inserted 3 new paragraphs between the old paragraphs 63 and 64.

When an entity applies a new accounting policy retrospectively,

it applies the new accounting policy to comparative information
for prior periods as far back as is practicable. Retrospective
application to a prior_period is not practicable unless it is
practicable to determine the cumulative effect on the amountsin
both the opening and closing statement of financial positions for
that period. The amount of the resulting adjustment relating to
periods before those presented in the financial statements is
made to the opening balance of each affected component of net
assets/equity of the earliest prior period presented. Usualy the
adjustment is made to retained earnings. However, the
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adjiustment may be made to another component of net
assets/equity (for example, to comply with an International
Public Sector Accounting Standard). Any other information
about prior periods, such as historica summaries of financid
data, is also adjusted as far back as it practicable.

When it is impracticable for an entity to apply a new accounting

policy retrospectively, because it cannot determine the
cumulative effect of applying the policy to al prior periods, the
entity, in accordance with paragraph 32, applies the new policy
prospectively from the start of the earliest period practicable. |t
therefore disregards the portion of the cumulative adjustment to
assets, liabilities and equity arising before that date. Changing
an accounting policy is permitted even if it is impracticable to
apply the policy prospectively for any prior period. Paragraphs
57 - 60 provide guidance when it is impracticable to apply a
new accounting policy to one or more prior periods.

Disclosure

35.

When initial application of an |International Public Sector

New
requirement

Accounting Standard has an effect on the current period or
any prior period presented, would have such an effect except
that it IS impracticable to determine the amount of the
adjustment, or_might have an _effect on future periods, an
entity should disclose:

(a) the title of the Standard:

(b) when applicable, that the change in accounting policy
ismade in accordance with its transitional provisions;

(©) the nature of the change in accounting policy:;

(d) when applicable, a description of the transtional
provisions;

(e) when applicable, the transitional provisions that

might have an effect on future periods;

In para 35(f)’ s equivalent
IAS para, IASB requires
the disclosure of the amt of
adjustment for basic or
diluted earnings per share.

f) for the current period and each prior period

presented, to the extent practicable, the amount of the
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adjustment for each financial statement line item
affected:

(a) the amount of the adjustment relating to periods
before those presented, to the extent possible; and
(h) if retrospective application required by paragraph

26(a) or (b) is impracticable for a particular prior
period, or for periods before those presented, the
circumstances that led to the existence of that
condition and a description of how and from when
the change in accounting policy has been applied.

Financial statements of subsequent periods need not repeat

these disclosures.

64.———When a voluntary change in accounting policy has an
material-effect on the current period or any prior period
presented, would have an effect on that period except that it is
Impracticable to determine the amount of the adjustment, or

maymight have an material—effect ion subseguentfuture
periods, an entity should disclose the following:

(a)

the nature of the change in accounting policy:;

In para 36(b)’s equivalent
IAS para, IASB requires
the disclosure of the amt of
adjustment for basic or
diluted earnings per share.

(2b)

C)

the reasons fer—the-changewhy applying the new

accounting policy provides more reliable and more
relevant information;

for the current period and each prior period

(bd)

presented, to the extent practicable, the amount of the
adjiustment for each financial statement line item
affected:

the amount of the adjustment for-the-current-period
and—for—eachrelating to periods__before those

presented, to the extent possible;

if retrospective application is impracticable for a
particular prior period, or for periods before those
presented, the circumstances that led to the existence
of that condition and a description of how and from
when the change in _accounting policy has been
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applied. the amount of the adjustment relating to
.pe;IedS p.”g;' teltllese Hhcltded—n—the-comparative

o he_fact e information_has_|

' or thatitis e able 0 40 50,

Financial statements of subsequent periods need not repeat

these disclosures.

37. When an entity has not applied a new International Public

Sector Accounting Standard that has been issued but is not yet

effective, the entity shall disclose:

(a) thisfact: and
(b) known or reasonably estimable information relevant
to assessing the poss ble impact that application of the
new Standard will have on the entity's financial
statements in the period of initial application.
38. In complying with paragraph 37, an entity considers disclosing:
(a) the title of the new International Public Sector

Accounting Standard:;

(b) the nature of the impending change or changes in
accounting policy:;
(c) the date by which application of the International

Public Sector Accounting Standard is required;

(d) the date as at which it plans to apply the International

Public Sector Accounting Standard initially; and

(e) ather:

(i) a discusson of the impact that initia
application of the Standard is expected to
have on the entity’ s financial statements; or

(i) if that impact is not known or reasonably

estimable, a statement to that effect.
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As
proposed in
the ED, the
alowed
aternative
treatment
was
deleted.
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Changesin Accounting Estimates

39.

40.

41.

42.

30.——As a result of the uncertainties inherent in delivering
services, conducting trading or other activities, many financial
statement items cannot be measured with precision but can only
be estimated. The-eEstimation preeess-involves judgments
based on the latest infermation-available, reliable information.
For example, Eestimates may be required, for-example-of:

(a) tax revenue due to government, bad debts arising from
uncollected taxes;;

(b) inventory obsolescence;;

() the fair value of financial assets or financia liabilities;

(d) the useful lives of, or expected pattern of consumption
of economic benefits or service potential efembodied
in depreciable assets, or the percentage completion of
road construction; and-

(e) warranty obligations.

The use of reasonable estimates is an essential part of the
preparation of financial statements and does not undermine their
reliability.

31—An edtimate may have to be revised if changes occur
regarding-1n the circumstances on which the estimate was based
or as a result of new information; or more experience-or
subseguent-developments. By its nature, the revision of thean
estimate does not bring-the-adjustment-within-the-definitions-of

an—extraerdinary—Hem_relate to prior periods and is not the
correction of-erafundamental an error.

32—A change in the measurement basis applied is a change
In_an accounting policy, and is not a change in an accounting
estimate. \When Semetimes-it is difficult to distinguish between
a change in accounting policy andfrom a change in an
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accounting estimate—Hn-sueh-cases, the change is treated as a

change in an accounting estimate-with-appropriate-disclosure.

33—The effect of a change in an accounting estimate,
other than a change to which paragraph 44 applies,
shouldshall be recognized prospectively by includinged it _in
the determination-of-net surplusor deficit in:

@ the period of the change, if the change affects the
period only; or

(b) the period of the change and future periods, if the
change affects both.

To the extent that a change in an accounting estimate qgives

45.

rise to changes in assets and liabilities, or relates to an item of
surplus or deficit, it shall be recognized by adjusting the
carrying amount of the related asset, liability or net
assets/equity item in the period of change.

34—Prospective recognition of the effect of a change in an
accounting estimate means that the change is applied to
transactions, other events and conditions from the date of the
change in estimate. A change in an accounting estimate may
affect the current period’ s surplus or deficit, eaby-or surplus of
deficit of both the current period and future periods. For
example, a change in the estimate of the amount of bad debts
affects only the current period’s surplus or deficit and s
therefore is recognized immediatelyin the current period.
However, a change in the estimated useful life of, or the
expected pattern of consumption of economic benefits or service
potential efembodied in, a depreciable asset affects the
depreciation expense in the current period and +nfor each period
during the asset’'s remaining useful life-ef-the-asset. In both
cases, the effect of the change relating to the current period is
recognized as revenue or expense in the current period. The
effect, if any, on future periodsis recognized in future periods.
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Disclosure

46.

ar.

37——An entity shall disclose Tthe nature and amount of a
change in an accounting estimate that has an material-effect
in the current period or which is expected to have an material
effect ion subseguentfuture periods-should-be-disclosed when
it isimpracticable to estimate that effect.

If it is impracticable to quantify the amount, this fact should
be disclosed.

ier—the—eu#ent—pened Errors can arise in respect of the

recognition, measurement, presentation or _disclosure of
elements of financial statements. Financial statements do not
comply with IPSASs if they contain either material errors or
immaterial_errors made intentionally to achieve a particular
presentation of an entity’s financial position, financial
performance or cash flows. Potential current period errors
discovered in that period are corrected before the financial
statements are authorized for issue. However, material errors are
sometimes not discovered until a subsequent period, and these
prior period errors are corrected in the comparative information
presented in the financia statements for that subsequent period
(see paragraphs 49-54).
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Para 40 has been moved to after paragraph 55 of the updated IPSAS 3.

BenchmarkT+reatment

49.

41— Subject to paragraph 50, an entity shallTFhe-amount

of-the correction of-a-fundamentalmaterial prior period errors
retrospectively in the first set of financial statements
authorized for issue after their discovery by:

(@ restating the that+relates-to-prior—periods-should-be
L g I : bl :

accumulated surpluses —or —deficits.— Ccomparative

ot . hould | i | o
Hmpracticable-to-do—so_amounts for _prior _period(s)

presented in which the error occurred; or

(b) if the error occurred before the earliest prior period
presented, restating the opening balances of assets,
liabilities and net assets/equity for_the earliest prior
period presented.

L imitations of Retrospective Restatement

50. A prior period error shall be corrected by retrospective
restatement except to the extent that it is impracticable to
determine either the period-specific effects or the cumulative
effect of the error.

51. When it is impracticable to determine the period-specific

effects of an error on comparative information for one or
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more _prior_periods presented, the entity shall restate the
opening balances of assets, liabilities and net assetsequity for
the earliest period for which retrospective restatement is
practicable (which may be the current period).

When it is impracticable to determine the cumulative effect, at

93.

the beginning of the current period, of an error on all prior
periods, the entity shall restate the comparative information to
correct the error prospectively from the earliest date

practicable.

42— The correction of a prior period is excluded from
surplus or deficit for the period in which the error is discovered.

presented: Any ether-information repertedpresented about with
respect-to-prior periods, sueh-asincluding historical summaries
of financial data, is also restated as far back asis practicable.

When it is impracticable to determine the amount of an error (eq

amistake in applying an accounting policy) for al prior periods,
the entity, in accordance with paragraph 52, restates the
comparative information prospectively from the earliest date
practicable. It therefore disregards the portion of the cumulative
restatement of assets, liabilities and net assets/equity arising
before that date. Paragraphs 57-60 provide guidance on when it
IS impracticable to correct an _error _for _one or _more prior

periods.
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40— The<Corrections of fundamental—errors can—beare |
distinguished from changes in accounting estimates.
Accounting estimates by their nature are approximations that
may need revision as additional information becomes known.
For example, the gain or loss recognized on the outcome of a

contingency which—previoushy—coutd-not-be-estimated-reliabhy
does s not constitute-the correction of an fundamental-error.

56.

In para56(b)’s
equivadent IAS, IASB
requires disclosure of
amt of correction for
earnings per share.

I[tem 12.6 Marked-up IPSASs

44— In_applying paragraph 49, Aan entity shouldshall
disclose the following:

@ the nature of the fundamental-prior period error;

(b) for _each prior period presented, to the extent
practicable, the amount of the correction for_each
financial statement line item affected—the—ecurrent

od and f hori od :
(c) the amount of the correction at the beginning of the

earliest relating—to prior periods _presentedprior—to
those included-in-the comparative information; and

(d) if retrospective restatement the-fact-that-comparative
information—has—been—restated—or—that —it—is

impracticable te-do-sofor_a particular prior period,
the circumstances that led to the existence of that
condition and a description of how and from when
the error has been corrected.

Financial statements of subseguent periods need not repeat
these disclosures.

PSC New York July 2004




New
guidance/
explanation
onthe
notion of
impracticab
ility

ITEM 12.6

page 12.181

| mpracticability in Respect of

Retrospective Application and

Retrospective Restatement

of.

In some circumstances, it is impracticable to adjust comparative

58.

information for one or more periods to achieve comparability
with the current period. For example, data may not have been
collected in the prior period(s) in a way that allows either
retrospective application of anew accounting policy (including,
for the purpose of paragraphs 58-60, its prospective application
to prior periods) or retrospective restatement to correct a prior
period error, and it may be impracticable to recreate the
information.

It is frequently necessary to make estimates in applying an

accounting policy to elements of financial statements
recognized or disclosed in respect of transactions, other events
or conditions. Estimation is inherently subjective, and estimates
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may be devel oped after the reporting date. Devel oping estimates
is potentially more difficult when retrospectively applying an
accounting policy or making a retrospective restatement to
correct a prior period error, because of the longer period of time
that might have passed since the affected transaction, other
event or condition occurred. However, the objective of estimates
related to prior periods remains the same as for estimates made
in_the current period, namely, for the estimate to reflect the
circumstances that existed when the transaction, other event or
condition occurred.

59. Therefore, retrospectively applying a new accounting policy or

correcting a prior period error requires distinquishing
information that

(a) provides evidence of circumstances that existed on the
date(s) as at which the transaction, other event or
condition occurred, and

(b) would have been available when the financid
statements for that prior period were authorized for
issue

from _other information. For some types of estimates (eg an
estimate of fair value not based on an observable price or
observable inputs), it is impracticable to distinguish these types
of information. When retrospective application or retrospective
restatement would reguire making a significant estimate for
which it is impossible to distinguish these two types of
information, it is impracticable to apply the new accounting
policy or correct the prior period error retrospectively.

60. Hindsight should not be used when applying a new accounting

policy to, or correcting amounts for, a prior period, either in

The lASB used
examples using
issues which the
PSC yet to issue
an IPSAS.

Staff have not
changed these
examples. The
PSC may want to
adapt examples
for the public
sector.

making assumptions about what management’s intentions
would have been in a prior period or estimating the amounts
recognized, measured or disclosed in a prior period. For
example, when an entity corrects a prior period error in
measuring _financia assets previously classified as held-to-
maturity _investments in__accordance with International
Accounting Standards  IAS39 Financial _ Instruments:
Recognition and Measurement, it does not change their basis of

It

b 12.6 Marked-up |PSASs

PSC New York July 2004




ITEM 12.6
page 12.183

measurement for that period if management decided later not to
hold them to maturity. In addition, when an entity corrects a
prior_period error in caculating its liability for employees
accumulated sick leave in_accordance with International
Accounting Standards IAS 19 Employee Benefits, it disregards
Information about an unusualy severe influenza season during
the next period that became available after the financia
statements for the prior period were authorized for issue. The
fact that significant estimates are frequently required when
amending comparative information presented for prior periods
does not prevent reliable adjustment or correction of the
comparative information.

Effective Date

61.

62.

69— —An_entity shall apply Tthis International Public
Sector Accounting Standard becomes—effective—for annual
financial-statements-covering periods beginning on or after

1 January 20093 July—2001. Earlier application is
encouraged. |f an _entity applies this Standard for _a period

beginning before 1 January 2009, it shall disclose that fact.

+0——When an entity adopts the accrual basis of accounting,
as defined by International Public Sector Accounting Standards,
for financial reporting purposes, subsequent to this effective
date, this Standard applies to the entity’s annua financial
statements covering periods beginning on or after the date of
adoption.
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Amendmentsto Other Pronouncements

The amendment in this appendix becomes effective for annual periods
beginning on or after January 1, 2009. If an entity applies this Standard
for an earlier period, these amendments shall be applied for that earlier
period.

Al IPSAS 2 Cash Flow Statementsis amended as follows:
Paragraphs 40 and 41 on extraordinary items are del eted.

The Appendix in IPSAS 2 illustrates a cash flow statement for
an entity other than afinancial ingtitution, is amended to remove
an extraordinary item. The revised Appendix is set below.

Appendix — Cash Flow Statement (for an
Entity other than a Financial I nstitution)

Thisappendix isillustrative only and does not form part of the standards.
The purpose of this appendix is to illustrate the application of the
standardsto assist in clarifying their meaning.

Notesto the Cash Flow Statement

(c) Reconciliation of Net Cash Flows from Operating Activities to Net
Surplug/(Deficit) from Ordinary Activities

(in thousands of currency units)

20X2 20X1

Surplug/(deficit) from ordinary activities X X
Non-cash movements

Depreciation X X
Amortization X X
Increase in provision for doubtful debts X X
Increase in payables X X
Increase in borrowings X X
Increase in provisions relating to employee costs X X
(Gains)/losses on sale of property, plant and X) X)

equipment

(Gains)/losses on sale of investments X) X)
Increase in other current assets X) X)
Increase in investments due to revaluation (X) X)
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Increase in receivables X) X)
E . . 1 % _ |
Net cash flows from operating activities X X

| ndirect Method Cash Flow Statement
(paragraph 27(b))

PUBLIC SECTOR ENTITY —CONSOLIDATED CASH FLOW STATEMENT
FOR YEAR ENDED 31 DECEMBER 20X2

(in thousands of currency units)

20X2 20X1

CASH FLOWSFROM OPERATING ACTIVITIES
Surplug/(deficit) from ordinary activities X X
Non-cash movements
Depreciation X X
Amortization X X
Increase in provision for doubtful debts X X
Increase in payables X X
Increase in borrowings X X
Increase in provisions relaing to employee costs X X
(Gains)/losses on sale of property, plant and equipment X) X)
(Gains)/losses on sale of investments X) X)
Increase in other current assets X) X)
Increase in investments due to revauation X) X)
Increase in receivables X) X)

. . 1 % _ |
Net cash flows from operating activities X X
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of plant and equipment (X) X)
Proceeds from sale of plant and equipment X X
Proceeds from sale of investments X X
Purchase of foreign currency securities X) X)
Net cash flows from investing activities X) X)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings X X
Repayment of borrowings X) X)
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Digtribution/dividend to government X) X)
A2. IPSAS 18 Segment Reporting is amended as described below.

Paragraph 57 is amended to read as follows:

57. IPSAS 31 requires that when items of revenue or

expense are materiawithin-net—surplus—{deficit)from
ordinary-activities-are-of-such-size-nature-or-Hckdence
I heirdisel . I L I

performance-of-the-entityfor-the-peried, their nature
and amount of such items sheuldshall be disclosed

separately. |PSAS 13 identifies a number of examples
of such items, including write-downs of inventories
and property, plant, and equipment; provisions for
restructurings, disposals of property, plant, and
equipment; privatizations and other disposals of long-
term  investments,  discontinuinged  operations; |
litigation settlements; and reversals of provisions. The
encouragement in paragraph 56 is not intended to
change the classification of any such items ef-revenue

: i i 25 defined
H-HPSAS-3)-or to change the measurement of such
items. The disclosure encouraged by that paragraph,
however, does change the level at which the
significance of such items is evaluated for disclosure
purposes from the entity level to the segment level.

Paragraphs 69 and 70 are amended to read as follows:

69. Changes in accounting policies adopted by the entity
are dealt with in IPSAS 3. IPSAS 3 requires that
changes in accounting policy sheutd-shall be made

onhy-Hreguired-by-statute-or-by an International Public
Sector Accounting  Standardaceeunting—standard-
settihg-bedy, or if the change will result in reliable and
a more appropriate—presentationrelevant information
about—ef—events—or transactions, other events or
conditionsin the financial statements of the entity.

70. Changes in accounting policies adopted-applied at the
entity level that affect segment information are dealt
with in accordance with IPSAS 3. Unless a new
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International Public Sector Accounting Standard
specifies otherwise, IPSAS 3 requires that:

@ a change in accounting policy sheuldshall be
applied retrospectively and that prior period
information be—restated unless it s
Impracticable to determine ether do—so

{benchmark-treatment)-or-that the cumulative
effect or the adjustment resultingfrom-the
change be included in determining the entity's
sebsurplus—{deheb—ter—the—currert period-
specific _effects of the change—(aHewed
adternative treatment).

(b) Lif retrospective application is not practicable
for al the-benchmark-treatment-is-followed;
prior periods presented, the new accounting
policy shall be applied retrospectively from
the earliest practicable date—segment
informationwill-berestated.: and

(c) Hf it is impracticable to determinethe-alowed
alternative-isfollowed: the cumulative effect
of applying the new accounting policy at the
start of the current period, the policy shall be
applied prospectively from the earliest date

practlcable adjastment—that—ls—memded—m

The following changes are made to remove references to
extraordinary items:

@ in paragraph 27, in the definition of segment revenue,
subparagraph (@) is deleted;
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(b) in paragraph 27, in the definition of segment expense,
subparagraph (@) is deleted; and

(c) in Appendix 1, the second last paragraph is del eted.

A3. In IPSAS 19 Provisions, Contingent Liabilities and Contingent
Assets, paragraph 111 is deleted.

A4, In International Public Sector Accounting Standards, applicable
at January 2009, references to the current version of IPSAS 3
Net Profit or Loss for the Period, Fundamental Errors and
Changes in Accounting Policies are amended to IPSAS3
Accounting Policies, Changes in Accounting Estimates and
Errors.
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Appendix 2:
| llustrative Examples

Thisappendix isillustrative only and does not form part of the standards.
The purpose of this appendix is to illustrate the application of the
standards and to assist in clarifying their meaning. Extracts from the
financial statements are provided to show the effects on the financial
statements of the transactions described in this appendix. These extracts
do not necessarily conform with all the disclosure and presentation
requirements of other International Public Sector Accounting Standards.

Example 1 — FundamentalRetr ospective
Restatement of Errors

1.1. During 20X 2, the entity discovered that revenue from income
taxes was incorrect. |ncome taxes of CU?6,500 that should have
been recognized in 20¢-1 were incorrectly omitted from 20X 1
and recognized as revenue in 20-2.

1.2. The entity’s accounting records for 20%-2 show revenue from
taxation of CU60,000 (including the CU6,500 taxation which
should have been recognized in_opening inventory-20x1), and
expenses of CU86,500.

1.3. In 20-X1, the entity reported:

CuU
Revenue from taxation 34,000
User charges 3,000
Other operating revenue 30,000
Total revenue 67,000
Expenses (60,000)
Net surplus 7,000

2_ In these examples, monetary amounts are denominated in ‘currency units' (CU).
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1.4. 20-1 opening accumulated surplus was CU2,000 and closing
accumulated surplus was CU34,000.

1.5. The entity had CU5,000 of contributed capital throughout, and
no other components of net assets/equity except for accumulated

surplus.

PUBLIC SECTOR ENTITY —STATEMENT OF FINANCIAL PERFORMANCE
UNBERTFHEBENCHMARKIREATMENT-(EXTRACT)

20%-2 (restated)
20%-1

{restated)

CuU CU

Revenue from taxation 53,500 40,500
User charges 4,000 3,000
Other operating revenue 40,000 30,000
Total revenue 97,500 73,500
Expenses (86,500) (60,000)
Net surplus 11,000 13,500

PUBLIC SECTOR ENTITY
STATEMENT OF CHANGESIN EQUITY (EXTRACT)

Contributed  Accumulated Total

capital Surpluses
CuU CU CU
Balance at 31 December 20-0 5,000 10,000 15,000
Surplus for the year ended
December 31 20-1 as restated - 13,500 13,500
Balance at 31 December 20-1 5,000 23,500 28,500
Surplus for the year ended 31
December 20-2 - 11,000 11,800
Balance at 31 December 20-2 5,000 34,500 40,300
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Correction of fundamental error (Note 1) £ty —
Meteurplug 000 13500
Extractsfrom Notesto the Financial Statements
1. Revenue from taxation of CU6,500 was incorrectly omitted |

from the financial statements of 20X1. The financia statements
of 20X 1 have been restated to correct this error. The effect of
the restatement on those financia statements is summarized
below. Thereis no effect in 20-2.

Effect on 20-1

CU
Increase revenue 6,500
Increase in surplus 6,500
Increase in debtors 6,500
Increase in net assets/equity 6,500

Proforma
e
trestated)  (restated)
Revenuefromtaxation
Leorehoges 4005 2609 4000 2000
Fotal-revenue 104.000 640006 94500 0 43500
bletenroing 4200 4009 440e 42500
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PUBHC-SECTORENTHIY—STFATEMENT OFCHANGESIN-NET
ASSETSEQUHTY-UNBERFHEALLOWED-ALTERNATVEFREATMENT

Proforma
20%2 20¢1 20%2 201

(restated)  (restated)
Opening accumulated
B
Fepores 4000 10.000 e 40500
Correction-offundamental
error-(Note 1) _ _ 8500 —
e
Surphuses-as-restated 17000 10000 23500 10,000
Netsiphus 17,500 7,000 11,000 13500
Closing-accumulated 34,500 17,000 34,500 23500
surpluses

Example 2 - Changes in Accounting Policy with

Retr ospective Application

2.1

During 20-X2, the entity changed its accounting policy with
respect to the treatment of borrowing costs that are directly
attributable to the acquisition of a hydro-electric power station
which is under construction. In previous periods, the entity had
capitalized such costsin-accordance with-the-allowed-alternative
treatment-H-HPSAS 5. The entity has now decided to expense,
rather than capitalize them,-these coststn-order-to-conform-with
the-benchmark-treatrmentHHPSAS 5. Management judges that
the new policy is preferable because it results in a more
transparent treatment of finance costs and is consistent with
local industry practice, making the entity’s financial statements
more comparable.
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2.2. The entity capitalized borrowing costs incurred of CU2,600

during 20%-1 and CU5,200 in periods prior to 20x-1. All

borrowing costs incurred in previous years with respect to the

acquisition of the power station were capitalized.

2.3. The accounting records for 20X2 show surplus from-eperating

activities-before interest of CU30,000; and interest expense of
CU3,000 (which relates only to 20-X2).

2.4. In 20X 1, the entity reported:

CuU
Surplus from-eperating-activities before interest 18,000
Interest expense —
Net-sSurplus from ordinary activities 18,000

2.5. 20%-1 opening accumulated surpluses were CU20,000 and
closing accumulated surpluses werewas -CU38,000.

PUBLIC SECTOR ENTITY —STATEMENT OF FINANCIAL PERFORMANCE
UNDER THE BENCHMARK TREATMENT (EXTRACT)

20-X2 (restated)
20%-1
trestated)
cu cu
Surplus from-eperating-activities before interest 30,000 18,000
Interest expense (3,000) (2,600)
Net-sSurplus from ordinary activities 27,000 15,400 |

PUBLIC SECTOR ENTITY —STATEMENT OF CHANGESIN NET
ASSETS/EQUITY UNDER THE BENCHMARK TREATMENT

Contributed 20%2 A ccumulated
capital Surplus
(restated)

20%-1
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Contributed 20X2Accumul ated El@
capital Surplus
(restated)
20%-1
fresraredh
Balance at 31 December 20-0 as
previously reported 10,000 38,000 20,000
Change in accounting policy with
respect to the capitalization of (7.800)
interest (Note 1) - ’ (5,200) (5.400)
Soeppocecindtatac crelces
Balance at 31 December 20-0 as
restated 10,000 306,200 14,800 24.800
Net-sSurplus for the year ended
31 December 20-1 (restated) - 27000 15,400 15,400
Balance at 31 December 20-1 10,000 30,200 40,200
Surplus for the year ended 31 - 27,000 27,000
December 20-2
Closing aceumutated-surplusesat 57,200
31 December 20-2 10,000 30,200 67,200

Extractsfrom the Notesto the Financial-Statements

1.

During 20%-2, the entity changed its accounting policy with
respect-tofor the treatment of borrowing costs relateding to a
hydro-electric power station—which—is—in—the —course—of
constructionfor-use, Previoudly, H-orderto-conform-with-the
benchmopleproctmont in RS A S E_the entity Bowtosscpessotace
than capitalizeds such costs. They are now written off as
expenses as incurred. Management judges that this policy
provides reliable and more relevant information because it
results in a more transparent treatment of finance costs and is
consistent with local industry practice, making the entity’s
financial statements more comparable. This change in
accounting policy has been accounted for retrospectively and-
Fthe comparative statements for 20%-1 have been restated-to

conferm-to-the changed-pelicy. The effect of the change on 20-
1 is tabulated bel ow-is-an-Hherease-Hr-interest-expense-of 3,000
(20X 2)-and-2,600-({20X1). Opening accumulated surpluses for
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20X%-1 have been reduced by CU5,200 which is the amount of
the adjustment relating to periods prior to 20%-1.

Proforma
20%2 201 20X2 201
{restated)  {restated)
Surplustrom-operating
Irterest-expense {30003 - {3;000) {27660}
FAOEESLR RS ba ey (7.800) _ _ _
Slebensales 19,200 18,000 27,000 15,400

Proforma
2002 200 20x2 2001
{restated)  {restated)
Opening-aceumulated
Soploses oo rrploncly
reported 33000 20000 38000 20000
hancei e ool
eprabEe oo terest
(Nete 1) - - (800) (5206
e
sirplusesasvestated 3300y 20000 0 30200 14,800
Net-surplus 19200 48000 274000 15400
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Example 3 — Prospective Application of a

Changein Accounting Policy When

Retr ospective Application is not Practicable

3.1.

During 20-2, the entity changed its accounting policy for

3.2.

depreciating property, plant and eguipment, so as to apply much
more fully a components approach, whilst at the same time
adopting the revaluation model.

In vears before 20-2, the entity’s asset records were not

3.3.

sufficiently detailed to apply a components approach fully. At
the end of year 20-1, management commissioned an engineering
survey, which provided information on the components held and
their fair values, useful lives, estimated residual values and
depreciable amounts at the beginning of 202. However, the
survey did not provide a sufficient basis for reliably estimating
the cost of those components that had not previousy been
accounted for separately, and the existing records before the
survey did not permit this information to be reconstructed.

Management considered how to account for each of the two

aspects of the accounting change. They determined that it was
not practicable to account for the change to a fuller components
approach retrospectively, or to account for that change
prospectively from any earlier date than the start of 20-2. Also,
the change from a cost model to a revaluation model is required
to be accounted for prospectively. Therefore, management
concluded that it should apply the entity’s new policy
prospectively from the start of 20-2.

Additional information:
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CuU
Property, plant and equipment
Cost 25,000
Depreciation (14,000)
Net book value 11,000
Prospective depreciation expense for 20-2 (old basis) 1,500
Some results of the engineering survey
Valuation 17,000
Estimated residual value 3,000
Average remaining assets life (years) 7

Depreciation expense on existing property, plant and
equipment for 20-2 (new basis) 2

g

Extract from the Notes

1.

From the start of 20-2, the entity changed its accounting policy

Thisexample
was deleted
because
extraordinary
items have
been deleted
from |PSASs.

for depreciating property, plant and equipment, so as to apply
much _more fully a components approach, whilst at the same
time _adopting the revaluation model. Management takes the
view that this policy provides reliable and more relevant
information _because it deads more accurately with the
components of property, plant and equipment and is based on
up-to-date values. The policy has been applied prospectively
from the start of 20-2 because it was not practicable to estimate
the effects of applying the policy either retrospectively or
prospectively from any earlier date. Accordingly the adopting of
the new policy has no effect on prior periods. The effect on the
current year isto increase the carrying amount of property, plant
and equipment at the start of the year by CU6,000; create a
revaluation reserve at the start of the year of CU6,000; and
Increase depreciation expense by CU5,000.
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Comparison with IAS 8

International Public Sector Accounting Standard IPSAS 3 MNet-Surplus-or
BelieHtorthe-Perted—tundarental-Errors-and-Changes-+-Accounting

Policies, Changes in Accounting Estimates and Errors is drawn
pri marlly from I nternational Accountl ng Standard IAS 8 (Revised 2003)

Accountl ng PoI|C|es Chanqes In Accountl ng Est|mates and Errors. The

main differences between IPSAS 3 and IAS 8 are as follows:

. Commentary additional to that in IAS 8 has been included in
IPSAS3 to clarify the applicability of the standards to
accounting by public sector entities.

. IPSAS 3 uses different terminology, in certain instances, from
IAS8. The most significant examples are the use of the terms
“entity”—“revenue’, “statement of financia performance’, ||
“statement of financial position” and “net assetgequity” in
IPSAS3. The equivdlent terms in IAS8 are “enterprise’, ||

“income”, “income statement”, “balance sheet” and “equity”.

. IPSAS 3 contains a different set of definitions of technical terms
from |AS 8 (paragraph 86).

PIASS ee'_'ta“'s a-ditterent-definiion of extraordinary tems
o |,|(_g8 THPSASS elentams_ Ia spl eaiic 'quu'.'e'ﬂ”e”t tlnatr

the-entity{paragraph-6)-1PSAS 3 does not require disclosures
about adjustments to basic or diluted earnings per share. IAS 8

requires disclosure of amount of adjustment or correction for
basic or diluted earnings per share.
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Summary of Main Changes
IPSAS 17 Property, Plant and Equipment

The main changes proposed are:
Scope
In paragraph 5:

to exclude “property, plant and equipment classified as held for sale in accordance with
IPSAS XX Non-current Assets and Discontinued Operations’ from the scope of
IPSAS 17.

to replace the scope exclusion of “forests and similar regenerative natural resources’ with
“biological assets related to agricultural activity (see IPSAS XX Agriculture)” (Staff have
proposed in the IASB Harmonization Strategy paper to aso issue an ED proposing to
endorse IAS 41 as IPSASXX Agriculture at the same time as issuing the IPSASs
Improvements ED).

Definitions

In paragraph 14:

to define the term “entity-specific value”, which refers to “the present value of the cash
flows an entity expects to arise from the continuing use of an asset and from its disposal
at the end of its useful life or expects to incur when settling a liability”. This term was
defined by IASB and used to determine whether an asset exchange transaction has
commercia substance. Previously, IPSAS 17 did not contain this definition.

to define terms “carrying amount”, “impairment loss of a cash-generating asset”,
“impairment loss of a non-cash-generating asset”, “recoverable amount” and “ recoverable
service amount” due to the issuance of ED 23 (and a subsequent IPSAS based on ED 23).
Previously, IPSAS 17 did not contain those definitions.

to amend the definition of “cost” to reflect the changes made by the IASB upon issuing
IFRS 2 Share-based Payment.

to amend the definition of “residual value’. The amended definition would require an
entity to measure the residua value of an item of property, plant and equipment as the
amount it estimates it would receive currently from the disposa of the asset if the asset
were already of the age and in the condition expected at the end of its useful life.
Previous definition in IPSAS 17 did not clarify that residual value is a current amount.

Recognition

to require an entity to apply the general asset recognition principle to al property, plant
and equipment costs at the time they are incurred, including initial costs and subsequent
expenditures (see paragraphs 15, 20, 23, 25-26). Previously, IPSAS 17 contained two
recognition principles, which one applies to initial costs while another applies to
subsequent expenditures.

to clarify in paragraph 24 that the cost of day-to-day servicing of property, plant and
equipment are recognized in surplus or deficit. Previously, IPSAS 17 did not make this
very clear.

M easurement at Recognition

to require an entity to include asset dismantlement, removal and restoration costs as an
element of cost of an item of property, plant and equipment in paragraph 31. Previoudly,
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IPSAS 17 provided that when initially measuring an item of property, plant and
equipment at its cost, an entity would include the cost of dismantling and removing that
item and restoring the site on which it is located to the extent it had recognized a
provision for that cost.

to require an entity to recognize all asset exchange transactions at fair value unless the
transactions lack commercial substances or the fair value of neither the asset given up nor
the asset received can be reliably measured. The proposed IPSAS 17 aso provides
guidance on how to judge whether an asset exchange transaction has commercial
substance (see paragraphs 39-41). Previously, IPSAS 17 divided asset exchange
transactions into exchanges between similar assets and exchanges between dissimilar
assets, and subject to different treatments. For similar asset exchanges, it required that the
cost of the asset received is the carrying amount of the asset given up. For dissimilar asset
exchanges, its cost is the fair value of the asset given up adjusted by the amount of any
cash or cash equivalent transferred.

Depreciation

to require an entity to determine the depreciation charge separately for each significant
part of an item of property, plant and equipment (see paragraphs 60-64). Previously,
IPSAS 17 did not make this clear.

to require an entity to begin depreciating an item of property, plant and equipment when it
is available for use and to continue depreciating it until the earlier of the date that the
asset is classified as held for sale (or included in a disposal group classified as held for
sale) and the date that the asset is derecognized, even if during that period the item isidle
(see paragraph 72). Previously, IPSAS 17 did not specify when depreciation of an item
began. It also specified that an entity should cease depreciating an item that it had retired
from active use and was holding for disposal.

Compensation for I mpairments

to require an entity to include in surplus or deficit compensation from third parties for
items of property, plant and equipment that were impaired, lost or given up when the
compensation becomes receivable (see paragraphs 81-82). Previously, IPSAS 17 did not
contain these requirements.

Derecognition

to require an entity to derecognize the carrying amount of an item of property, plant and
equipment that it disposes of on the date the criteria for the sale of goods in IPSAS 9
Revenue for Exchange Transactions are met (see paragraph 85). Previously, IPSAS 17
did not require an entity to use those criteria contained in IPSAS 9 to determine the date
on which it derecognized the carrying amount of a disposed item of property, plant and
equipment. Rather, the recognition criteria in previous IPSAS 17 might lead to the
conclusion that an entity will recognize a deferred gain, which does not meet the
definition of aliability under existing IPSASs.

to require an entity to derecognize the carrying amount of a part of an item of property,
plant and equipment if that part has been replaced and the entity has included the cost of
replacement in the carrying amount of the item (see paragraph 86). Previously, IPSAS 17
did not extend its derecognition principle to replaced parts; rather, its recognition
principle for subsequent expenditures effectively precluded the cost of a replacement
from being included in the carrying amount of the item.
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Interpretations of IFRSs/I ASs

* to include an authoritative appendix of interpretations of 1AS 16 Property, Plant and
Equipment — IPSAS 17 is based on |AS 16.

Amendmentsto Other Pronouncements

» toinclude an authoritative appendix of amendments to other IPSASs that are not part of
the IPSA Ss Improvements project and will be impacted as aresult of the proposalsin this

IPSAS.
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INTRODUCTION
Accounting Standardsfor the Public Sector

The International Federation of Accountants — Public Sector Committee
(the Committee) is developing a—set—ef—recommended accounting
standards for public sector entities referred to as International Public
Sector Accounting Standards (IPSASs). The Committee recognizes the
significant benefits of achieving consistent and comparable financial
information across jurisdictions and it believes that the IPSASs wit-play
akey role in enabling these benefits to be realized.

The IPSASs ae based on the International Financial Reporting
Standards, formerly known as International Accounting Standards (1ASs),
issued by the International Accounting Standards Board (IASB), where
the requirements of those Standards are applicable to the public sector.
The Committee is aso developing IPSASs that deal with accounting
issues in the public sector that are not addressed in the IFRSs or |ASs.

The adoption of IPSASs by governments will improve both the quality
and comparability of financial information reported by public sector
entities around the world. The Committee strongly encourages
governments and national standard-setters to engage in the development
of its Standards by commenting on the proposals set out in these
Exposure Drafts. The Committee recognizes the right of governments
and national standard—setters to establish accounting standards and

guidelines and-aceounting-standards-for financia reporting-by-thepublic
sector in their jurisdictions. The Committee encourages the adoption of
IPSASs and the harmonization of national requirements with IPSASs.
Financial statements should be described as complying with IPSASs only
if they comply with all the requirements of each applicable IPSAS.
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INTERNATIONAL PUBLIC SECTOR
ACCOUNTING STANDARD IPSAS 17

Property, Plant and Equipment

The standards, which have been set in bold italic type, should be read in
the context of the commentary paragraphs in this Sandard, which arein
plain type, and in the context of the “ Preface to International Public
Sector Accounting Standards’ . International Public Sector Accounting
Sandards are not intended to apply to immaterial items.

Objective

1.

The objective of this Standard is to prescribe the accounting
treatment for property, plant and equipment_so that users of
financial statements can discern information about an entity’s
investment in its property, plant and equipment and the changes
in_such investment. The principal issues in accounting for
property, plant and equipment are the timing-ef-recognition of
the assets, the determination of their carrying amounts and the
depreciation charges and impairment |osses to be recognized in
relation to them.

Scope

12

An entity whichthat prepares and presents financial statements
under the accrual basis of accounting shall saeutd-apply this
Standard in accounting for property, plant and equipment,
except:

(a) when a different accounting treatment has been adopted
in accordance with another International Public Sector
Accounting Standard; and

(b) in respect of heritage assets. However, the disclosure
requirements of paragraphs 7389, 7490 and 7793 apply to
those heritage assets that are recognized.

23 This Standard applies to all public sector entities other than
Government Business Enterprises.

34 This Standard applies to property, plant and equipment
including:
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() speciaist military equipment; and
(b) infrastructure assets.

The transitional provisions in paragraphs 8096 to 87103 provide
relief from the requirement to recognize all property, plant and

equipment during the five year transitional period.

Please note

Staff retained )

current text of 49 This Standard does not apply to:

g‘fﬁg;ﬁgs (@) forestsand similar regenerative natural resources; and
discussion but (b) mineral rights, the exploration for and extraction of
z'dsoow;'“ded minerals, oil, natura gas and similar non-regenerative
version resources.

W However, this Standard does apply to property, plant and
D equipment used to develop or maintain the activities or assets

covered in 45(a) or 45(b) but which are separable from those
activities or assets.

The version of paragraph 5 equivalent to that in IAS 16 would be:
45. This Standard does not apply to:

ST ek (d) property, plant and equipment classified as held for sale in
P— accordance with IPSAS XX Non-current Assets Held for
incorporated - - -

the chandes Sale and Discontinued Operations,

made by the . . . .
IASB updn - forestsand-simiarregeneratirve-natural-resourees biological
issing IFRS assets related to  agricultural  activity (see |IPSAS XX
5. Also refer to Agriculture);-and or

the IASB _ . :
Harmonization (bc) minera rights—the—exploration—for—and—extraction—of
Strategy IPaper mirerals; and mineral reserves such as ail, natural gas and
for proposed similar non-regenerative resources.

“endorsement ) )

approach| to However, this Standard dees-apply-applies to property, plant and
IAS 41 and equipment used to develop or maintain the aetivities-or-assets
IFRSS. covered—described in 45(ab) er— and 45(bc) but—which—are

bl fropm

56. This-Standard-also-does—notapphywhere-o0ther International

Public Sector Accounting Standards or, in the absence of an

International Public Sector Accounting Standard, other relevant

international guidance, may permits require the—initial

recognition of the-earrying-ameuntan item of property, plant and

equipment to—be—determined—using based on an approach

different from that preseribed-in this Standard. For example,
Poehe L7 orpperty Plopt one boniorpopy
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an item of property, plant and equipment on the basis of the
transfer of risks and rewards. However, in such cases al-other
aspects of the accounting treatment for these assets, including

depreciation, are determinedprescribed by the-requirernents—of
this Standard.

An entity shall apply this Standard to property that is being

constructed or developed for future use as investment property
but does not yet satisfy the definition of “ investment property”
in IPSAS16 Investment Property. Once the construction or
development is complete, the property becomes investment
property and the entity is required to apply IPSAS 16. IPSAS 16
aso applies to investment property that is being redevel oped for
continued future use as investment property. An entity using the
cost model for investment property in accordance with
IPSAS 16 shall use the cost model in this Standard.

Heritage Assets

8.

This Standard does not require an entity to recognize heritage
assets that would otherwise meet the definition of, and
recognition criteria for, property, plant and equipment. If an
entity does recognize heritage assets, it must apply the disclosure
requirements of this Standard and may, but is not required to,
apply the measurement requirements of this Standard.

Some assets are described as “heritage assets’ because of their
cultural, environmental or historical significance. Examples of
heritage assets include historical buildings and monuments,
archaeological sites, conservation areas and nature reserves, and
works of art. Certain characteristics, including the following,
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are often displayed by heritage assets (although these
characteristics are not exclusive to such assets):

(@) their value in cultural, environmental, educational and
historical terms is unlikely to be fully reflected in a
financial value based purely on a market price;

(b) legal and/or statutory obligations may impose prohibitions
or severe restrictions on disposal by sale;

(c) they are often irreplaceable and their value may increase
over time even if their physical condition deteriorates; and

(d) it may be difficult to estimate their useful lives, which in
some cases could be several hundred years.

Public sector entities may have large holdings of heritage assets
that have been acquired over many years and by various means,
including purchase, donation, bequest and sequestration. These
assets are rarely held for their ability to generate cash inflows,
and there may be legal or social obstacles to using them for such
purposes.

Some heritage assets have service potential other than their
heritage value, for example, an historic building being used for
office accommodation. In these cases, they may be recognized
and measured on the same basis as other items of property, plant
and equipment. For other heritage assets, their service potential
is limited to their heritage characteristics, for example,
monuments and ruins. The existence of aternative service
potential can affect the choice of measurement base.

The disclosure requirements in paragraphs 7389 to 7995 require
entities to make disclosures about recognized assets. Therefore,
entities that recognize heritage assets are required to disclose in
respect of those assets such matters as, for example:

(@) the measurement basis used;
(b) the depreciation method used, if any;
(c) thegross carrying amount;

(d) the accumulated depreciation at the end of the period, if
any; and

(e) a reconciliation of the carrying amount at the beginning
and end of the period showing certain components thereof.
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Government Business Enterprises

1112,

The Preface to International Financial Reporting Standards
issued by the International Accounting Standards Board (IASB)
explains that International Financia Reporting Standards
(IFRSs) are designed to apply to the general purpose financial

The revision to statements of all profit-oriented entities. Government Business
para 12 and Enterprises (GBES) are defined in IPSAS 1 Presentation of
addition of Financial Satements. They are profit-oriented entities.
paaldae Accordingly, they are required to comply with
_consstent with IFR tHional A : ieced by the
its latest . . . .
versonin ED i ’ J ) ) ]
13. The International Accounting Standards Board (IASB) was
established in 2001 to replace the International Accounting
Standards Committee (IASC). The IASs issued by the IASC
remain in force until they are amended or withdrawn by the
|IASB.
Definitions
1214. The following terms are used in this Standard with the
meanings specified:
Carrying_amount_(for_the purpose of this Standard) is the
amount at which an asset is recognized after deducting any
accumulated depreciation and accumulated impairment |osses.
Class of property, plant and equipment means a grouping of
assets of a similar nature or function in an entity’s operations,
that is shown as a single item for the purpose of disclosurein
The defn of the financial statements.
“cost” was . . . .
amended by the Cogt is the amount of cash or cash equivalents paid or the fair
IASB upon value of the other consideration given to acquire an asset at
issuing IFRS2 the time of itsacquisition or construction_or, where applicable,
Share-based the amount attributed to that asset when initially recognized in
payment. The accordance with the specific requirements of other | PSASs.
change was also
- iPSAS I/ Property-Plantand-Equiprment
16.
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Depreciation is the systematic allocation of the depreciable
amount of an asset over itsuseful life.

Depreciable amount is the cost of an asset, or other amount
substituted for cost ir-the financial-statements, less its residual

Enti ty_-_a,gecifi C value.
valueisanew
term added by . - .
IASB dueto Entity-specific value is the present value of the cash flows an
the changein entity expects to arise from the continuing use of an asset and
measurement from its disposal at the end of its useful life or expects to incur
of asset when settling a liability.
exchange
transactions. Fair _value is the amount for which an asset could be
exchanged, or a liability settled, between knowledgeable,
willing partiesin an arm'’slength transaction.
An impairment loss of a cash-generating asset is the amount
by which the carrying amount of the asset exceeds its
recover able amount.
An_impairment loss of a non-cash-generating asset is the
amount by which the carrying amount of the asset exceeds its
recoverable service amount.
Property, plant and equipment are tangible assets items that:
(a) are held by-an-entity for use in the production or supply
of goods or services, for rental to others, or for
administrative purposes; and
(b) are expected to be used during more than one reporting
period.
mﬂ Recoverable amount is the higher of a cash-generating asset’s
amount” is fair value less coststo sell and itsvalue in use.
defined in ED . . )
23 Recoverable service amount is the higher of a non-cash-
B generating asset’s fair value less costs to sell and its value in
use.
The Rresidual value of an asset is the net- estimated amount
which- that the an _entity expectsto- would currently obtain fer
an- from disposal of the asset,-at-the-end-of-itsuseful-life after
deducting the expected-_estimated costs of disposal, if the asset
were already of the age and in the condition expected at the
end of itsuseful life.
IPSAS 17 Property, Plant and Equipment
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Useful lifeis either:

(&) the period ef-time over which an asset is expected to be
available for_used by-the an entity; or

(b) the number of production or similar units expected to be
obtained from the asset by-the an entity.

Terms defined in other International Public Sector Accounting
Standards are used in this Standard with the same meaning as
in those other Standards, and are reproduced in the Glossary
of Defined Terms published separately.

Recognition-ef-Preperty,Plantand
Eguipment

Pls note

i 1315. The codt or fair value of Aan item of property, plant and
r—g—m 'I'ecl)rr: equipment shall sheuld-be recognized as an asset whenif, and
para15 only if:

ﬁ%ﬁ; (&) it is probable that future economic benefits or service
costsand potential associated with the-asse titem will flow to the
subsequent entity; and

&mﬁm (b) the cost or fair value of the-asset item to-the-entity-can be
changes. measured reliably.

1516. In determining whether an item satisfies the first criterion for
recognition, an entity needs to assess the degree of certainty
attaching to the flow of future economic benefits or service

Paras 16, 17 potential on the basis of the available evidence at the time of
were removed initial recognition. Existence of sufficient certainty that the
w future economic benefits or service potential will flow to the
contained entity necessitates an assurance that the entity will receive the
them because rewards attaching to the asset and will undertake the associated
of lack of the risks. This assurance is usualy only available when the risks
mfmm and rewards have passed to the entity. Before this occurs, the

)
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Previous para
18 was

relocated to
current
“Depreciation”
section and
covered in

paras 60 to 64
with many
additional
contents.
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transaction to acquire the asset can usually be canceled without
significant penalty and, therefore, the asset is not recognized.

The second criterion for recognition is usually readily satisfied
because the exchange transaction evidencing the purchase of the
asset identifies its cost. In the case of a self-constructed asset, a
relevant and reliable measurement of the cost can be made from
the transactions with parties external to the entity for the
acquisition of the materials, labor and other inputs used during
the construction process. In addition, as outlined in paragraphs
2227 to 2530 of this Standard, under certain circumstances cost
is determined by reference to fair value.

aggregate#alae—Mest—sSpare parts and servicing equi pment are
usually carried as inventory and recognized as—an—expensein

surplus or deficit as consumed. However, major spare parts and

stand-by equipment qualify as property, plant and equipment

when thean entity expects to use them during more than one |

period. Similarly, if the spare parts and servicing equipment can
be used only in connection with an item of property, plant and
equipment—and-thet—use-ts-expected-to-be-regular, they are
accounted for as property, plant and equr pment—anel—are
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Para 19 was
relocated to
current para
23 with
minor
changes.
19. This standard does not prescribe the unit of measure for
Para 19 was recognition, ie what constitutes an item of property, plant and
relocated equipment. Thus, judgment is required in _applying the
from recognition criteria to an entity’s specific circumstances. It may
previous be appropriate to aggregate individually insignificant items, such
%‘m as library books, computer peripherals and small items of
changes equipment, and to apply the criteriato the aggregate value.
20. An_entity evaluates under this recognition principle all its
property, plant and equipment costs at the time they are incurred.
These costs include costs incurred initially to acquire or
construct an _item of property, plant and equipment and costs
incurred subsequently to add to, replace part of, or service it.
2021. Speciaist military equipment will normally meet the definition
of property, plant and equipment and should be recognized as an
asset in accordance with this Standard.
| nfrastructur e Assets
2122. Some assets are commonly described as “infrastructure assets’.
While there is no universaly accepted definition of
IPSAS 17 Property, Plant and Equipment
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infrastructure assets, these assets usually display some or all of
the following characteristics:

(@) they arepart of a system or network;

(b) they are specialized in nature and do not have alternative
uses,

(c) they areimmovable; and

(d) they may be subject to constraints on disposal.

Although ownership of infrastructure assets is not confined to
entities in the public sector, significant infrastructure assets are
frequently found in the public sector. Infrastructure assets meet
the definition of property, plant and equipment and should be
accounted for in accordance with this Standard. Examples of
infrastructure assets include road networks, sewer systems, water
and power supply systems and communication networks.

| nitial Costs
23.

Items of property, plant and equipment may be required for
safety or environmental reasons. The acquisition of such
property, plant and eguipment, although not directly increasing

This para
was

rel ocated
from
origina
para 19
with minor
changes.

the future economic benefits or service potential of any
particular existing item of property, plant and equipment, may be

necessary for an entity to obtain the future economic benefits or ||The PSC
service potential from its other assets. Such items of property, ||considers
plant and equipment qualify for recognition as assets because ||!/AS36as
they enable an entity to derive future economic benefits or ||/ T
. B . generatlng
service potential from related assets in excess of what could be || s
derived had those items not been acquired. For example, fire ||Theefore
safety regulations may require a hospital to retro-fit _new ||consistent
sprinkler systems. These enhancements are recognized as an ||with the
asset because without them the entity is unable to operate the Eﬁz";’ed
hospital in accordance with the regulations. However, the rfnoirseme
resulting carrying amount of such an asset and related assets is || approach”
reviewed for impairment in accordance with IPSAS XX ||tolAS36
Impairment  of Cash-generating Assets and [IPSAS XX ||and
| mpairment of Non-cash-generating ASsets, anticipated
issue of the
Subseqguent Costs w
Staff have
changed the
last
HPSAS 17-Property;Plant-and-Equiprent sentence of
this para.
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A oA s 24. Under the recognition pri nc;i ple in paragraph 15, an entity does
ddedto not recognize in the carrying amount of an item of property,
clarify that plant and equipment the costs of the day-to-day servicing of the
day-to-day item. Rather, these costs are recognized in surplus or deficit as
servicing costs incurred. Costs of day-to-day servicing are primarily the costs of
are recognized labor and consumables, and may include the cost of small parts.
W The purpose of these expenditures is often described as for the
incurred. ‘repairs and _maintenance _of the item of property, plant and
equipment.
25. Parts of some items of property, plant and equipment may
require replacement at regular_intervals. For example, a road
Para 25 was may need resurfacing every few years, a furnace may reguire
relocated relining after a specified number of hours of use, or arcraft
from interiors such as seats and galeys may require replacement
original several times during the life of the airframe. [tems of property,
%a?’? plant and equipment may also be required to make a less
chanaes. frequently recurring replacement, such as replacing the interior
walls of a building, or to make a non-recurring replacement.
Under the recognition principle in paragraph 15, an entity
recognizes in the carrying amount of an item of property, plant
and equipment the cost of replacing part of such an item when
that cost is incurred if the recognition criteria are met. The
carrying amount of those parts that are replaced is derecognized
in accordance with the derecognition provisions of this Standard
(see paragraphs 83-88).
26. A condition of continuing to operate an item of property, plant
and equipment (for example, an aircraft) may be performing
Para 26 was . . )
dded o regular major inspections for faults regardless of whether parts
explain how of the item are replaced. When each major inspection is
the general performed, its cost is recognized in the carrying amount of the
recognition item of property, plant and equipment as a replacement if the
principle recognition criteria are satisfied. Any remaining carrying amount
% . of the cost of previous inspection (as distinct from physical
exﬂ—lgmjm%_ parts) is derecognized. This occurs regardless of whether the
cost of the previous inspection was identified in the transaction
in which the item was acquired or constructed. If necessary, the
estimated cost of a future smilar inspection may be used as an
indication of what the cost of the existing inspection component
was when the item was acquired or constructed.
IPSAS 17 Property, Plant and Equipment
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hattal-M easur ement at Recognitionef
Propornge Bt ond Eondaegent

2227.  An item of property, plant and equipment which-_that qualifies
for recognition as an asset shall sheuld-initialy-be measured
at its cost.

2328. Wherean asset isacquired at no cost, or for a nominal cost, its |
cost isitsfair value as at the date of acquisition.

2429. An item of property, plant and equipment may be gifted or |
contributed to the entity. For example, land may be contributed
to a loca government by a developer at nil or nominal
consideration, to enable the local government to develop parks,
roads and paths in the development. An asset may aso be
acquired at nil or nominal consideration through the exercise of
powers of sequestration. Under these circumstances the cost of
theitemisitsfair value as at the date it is acquired.

2530. For the purposes of this Standard, the initia-measurement at |
recognition of an item of property, plant and equipment,
acquired at no or nominal cost, at its fair value consistent with
the requirements of paragraph 2328, does not congtitute a |
revaluation.  Accordingly, the revaluation requirements in
paragraph 3945, and the supporting commentary in paragraphs
4046 to 4551, only apply where an entity elects to revalue an
item of property, plant and equipment in subsequent reporting
periods.

ComponentsElements of Cost

2631. Thecost of anitem of property, plant and equipment comprises:
Previous () -its purchase price, including import duties and non-
para 26 was refundable purchase taxes, after deducting trade discounts
splitinto and rebates.-and
current para
3land 32 (b) any costs directly attributable eosts-ef-bringHg- to bringing
pr the asset to the Iocatl_ on and werking-conditi on necessary
Chendes. for—ts-thtended-use it to be capable of operating in the

manner intended by management.;

stu—az‘m@ (c) the initial estimate of the costs of dismantling and
relocated removing the item and restoring the site on which it is
from | HSA S 17 Property, Plant and Equipment
previous
parazele) 1tem 12,6 Marked-up IPSASs
o P$C New Y ork July 2004
changes.
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located, the obligation for which an entity incurs either
when the item is acquired or as a consequence of having
used the item during a particular period for purposes other
than to produce inventories during that period;—any-trade
purchase price.

Examples of directly attributable costs are:

(a) costs of employee benefits (as defined in IPSAS XX

Employee Benefits) arising directly from the construction
or acquisition of the item of property, plant and

equipment;
the-costs of site preparation,

(ab)
(bc)
(ed)
(e) costs of testing whether the asset is functioning properly,

initial delivery and handling costs;

installation and assembly costs;

Previous

subpara (€)
was
relocated to

current para
31(c) with

changes.

after deducting the net proceeds from selling any items
produced while bringing the asset to that location and
condition (such as samples produced when testing
equipment); and

professional fees. such-astorarchitects-and-engineersand

(ef)

33.

An_ entity applies IPSAS 12 Inventories to the costs of

obligations for dismantling, removing and restoring the site on

! staff have proposed that IAS 19 be endorsed by the PSC as IPSAS XX Employee Benefits

— see the IASB Harmonization Strateqy paper. It is proposed that IAS 19 be considered in

detail in PSC November 2004 mesting.
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which an item is located that are incurred during a particular
period as a consequence of having used the item to produce
inventories during that period. The obligations for costs
accounted for in accordance with IPSAS 12 and IPSAS 17 are
recognized and measured in _accordance with IPSAS 19
Provisions, Contingent Liabilities and Contingent Assets.

Examples of costs that are not the costs of an item of property,
plant and equipment are:

(a) costs of opening a new facility:;

(b) costs of introducing a new product or service (including
costs of advertising and promotional activities);

(c) costs of conducting business in a new location or with a
new class of customers (including costs of staff training):
and

Recognition of costs in the carrying amount of an item of

Para 35 was
relocated from

previous para
28 with

changes.

property, plant and equipment ceases when the item is in the

|location and condition necessary for it to be capable of operating

in the manner intended by management. Therefore, costs

incurred in using or redeploying an item are not included in the

carrying amount of that item. For example, the following costs

are not included in the carrying amount of an item of property,

plant and equipment:

(a) costs incurred while an item capable of operating in the

manner intended by management has vet to be brought into
use or is operated at less than full capacity;

(b) initia operating losses, such as those incurred while

demand for the item’s output builds up; and
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(c) costs of relocating or reorganizing part or all of the entity’s
operations.

Some operations occur in connection with the construction or

Para 36 was

added mainly
to explain
more clearly
what items
couldn't
constitute an
element of
costs.

2937.

development of an item of property, plant and equipment, but
are not necessary to bring the item to the location and condition
necessary for it to be capable of operating in the manner
intended by management. These incidental operations may occur
before or during the construction or development activities. For
example, revenue may be earned through using a building site as
a car park until construction starts. Because incidental
operations are not necessary to bring an item to the location and
condition necessary for it to be capable of operating in the
manner _intended by management, the revenue and related
expenses of incidental operations are recognized in surplus or
deficit for the period, and included in their respective
classifications of revenue and expense.

The cost of a self-constructed asset is determined using the same
principles as for an acquired asset. |If an entity makes similar
assets for sale in the normal course of business, the cost of the
asset is usually the same as the cost of predueingconstructingthe
an assets for sale (see International Public Sector Accounting
Standard IPSAS 12 Inventories). Therefore, any interna
surpluses are eliminated in arriving at such costs. Similarly, the
cost of abnormal amounts of wasted material, labor, or other
resources incurred in thepreduetion-of-a-self-constructinged an
asset; is not included in the cost of the asset. IPSAS5
Borrowing Costs establishes criteria which-need-to-be-satistied
betore-for the recognition of interest-costs-can-berecognized as
a component of the carrying amount of a self-constructed item of
property, plant and equipment-cest.

M easur ement of cost

38.

The cost of an item of property, plant and equipment is the cash

Para 38 was
rel ocated
from
origina
para 27
with minor
changes.

price equivalent at the recognition date except those items
referred in paragraph 28. If payment is deferred beyond normal
credit terms, the difference between the cash price equivalent
and the total payment is recognized as interest over the period of
credit unless such interest is recognized in the carrying amount
of the item in accordance with the allowed alternative treatment
in IPSASH.
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One or more items of property, plant and equipment may be

Para 39-41
were added
dueto the
changein
measurement
of asset

exchange
transactions.

40.

acquired in exchange for a non-monetary asset or assets, or a
combination of monetary and non-monetary assets. The
following discussion refers smply to an exchange of one non-
monetary asset for another, but it also applies to al the changes
described in the preceding sentence. The cost of such an item of
property, plant and equipment is measured at fair value unless
(a) the exchange transaction lacks commercia substance or (b)
the fair value of neither the asset received nor the asset given up
is reliably measurable. The acquired item is measured in this
way even if an entity cannot immediately derecognize the asset
given up. If the acquired item is not measured at fair value, its
cost is measured at the carrying amount of the asset given up.

An_ entity determines whether an exchange transaction has

commercia substance by considering the extent to which its
future cash flows or service potential is expected to change as a
result of the transaction. An exchange transaction has
commercia substanceif:

(a) _the configuration (risk, timing and amount) of the cash
flows or service potential of the asset received differs from
the configuration of the cash flows or service potential of
the asset transferred; or

(b) the entity-specific value of the portion of the entity’s
operations affected by the transaction changes as a result of
the exchange; and

(c) the difference in (a) or (b) is significant relative to the fair
value of the assets exchanged.

For the purpose of determining whether an exchange transaction

41.

has commercial substance, the entity-specific value of the
portion of the entity’s operations affected by the transaction
shall reflect post-tax cash flows. The result of these analyses

Staff are
concerned
about the
applicabilit

may be clear without an entity’s having to perform detailed
calculations.

The fair value of an asset for which comparable market

transactions do not exist is reliably measurable if (@) the
variability in the range of reasonable fair value estimates is not
significant for that asset or (b) the probabilities of the various
estimates within the range can be reasonably assessed and used
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in estimating fair value. If an entity is able to determine reliably
the fair value of either the asset received or the asset given up,
then the fair value of the asset given up is used to measure the
cost of the asset recelved unless the fair value of the asset
recelved ismore clearly evident.

3042. The cost of an assetitem of property, plant and equipment held
by a lessee under a finance lease is determined in accordance

with using-the principles-set-out-in-International-Public-Sector
Accounting-Standard-| PSAS 13 Leases.

This section
was deleted
dueto
restructuring
the Standard.
The relevant
content is now
located in

paras 39-41.

This section
was deleted
dueto
restructuring
the Standard.
Thereevant
content is now

located in para

15 and paras
24-26.
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Para 37 was
relocated to

current para
25 with

minor
changes.

M easur ement Subseguenttotnitial-after

Recognition
IASB no
longer use 43. An entity shall choose the cost model in paragraph 44 or the
“benchmark revaluation model in paragraph 45 as its accounting policy
gtem Aive’ and shall apply that policy to an entire class of property, plant
treatment. and equipment.
para 43 was
therefore
added by .
the IASB. IPSAS 17 Property, Plant and Equipment
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Benchmark-TreatmentCost M odel

3844.

Subsequent-to-nitialrecognition After recognition as an asset,
an item of property, plant and equipment—sheutd_shall be

carried at its cost less any accumulated depreciation and any
accumulated impairment losses.

AHowed-Alternative Treatment Revaluation
M odel

3945.

Subsequent-to-nitial recognition-After recognition as an asset,

an item of property, plant and equipment whose fair value can
be measured reliably sheuld_shall be carried at a revalued
amount, being its fair value at the date of the revaluation less
any subseguent accumulated depreciation and subsequent
accumulated impairment losses. Revaluations sheutd shall be
made with sufficient regularity—sueh_to ensure that the
carrying amount does not differ materially from that which
would be determined using fair value at the reporting date.
The accounting treatment for revaluations is set out in
paragraphs 4955 to 5157.

Revaluations

4046.

4347

4248.

The fair value of items of property_is usually determined from
market-based evidence by appraisal. The fair value of items of;
plant and equipment is usually their market value; determined by
appraisal. An appraisal of the value of an asset is normally
undertaken by a member of the valuation profession, who holds
a recognized and relevant professiona qualification. For many
assets, the fair value will be readily ascertainable by reference to
quoted prices in an active and liquid market. For example,
current market prices can usualy be obtained for land, non-
specialized buildings, motor vehicles and many types of plant
and equipment.

For some public sector assets, it may be difficult to establish
their market value because of the absence of market transactions
for these assets. Some public sector entities may have
significant holdings of such assets.

Wherelf no evidence is available to determine the market value
in an active and liquid market of an item of property, the fair
value of the item may be established by reference to other items
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with similar characteristics, in similar circumstances and
location. For example, the fair value of vacant government land
that has been held for a long period during which time there
have been few transactions may be estimated by reference to the
market value of land with similar features and topography in a
similar location for which market evidence is available. In the

case of specialized buildings and other man-made structures, fair
Staff amended . . .
para 48 per value may be estimated using depreciated replacement cost, or
BA mesting's approaches described in IPSAS XX Impairments of Non-cash-
discussion to generating Assets as the restoration cost or service units
maintain approach. In many cases, the depreciated replacement cost of an
w asset can be established by reference to the buying price of a
#517 and similar asset with similar remaining service potential in an active
the IPSAS on and liquid market. In some cases, an asset’s reproduction cost
ED 23. will be the best indicator of its replacement cost. For example,
in the event of loss, a parliament building may be reproduced
rather than replaced with alternative accommodation because of
its significance to the community.

4349. Ferlf thereis no market-based evidence of fair value because of

the specialized nature of the items of plant and equipment-ef-a
Steff amended | specialized-rature, an entity may need to estimate fair value may
M, be-based-on using, for example, either-reproduction cost, er-on
m depreciated replacement cost, or approaches described in
maintain IPSAS XX Impairments of Non-cash-generating Assets as the
consistency restoration cost or service units approach. The depreciated
between replacement cost of an item of plant or equipment may be
IPSAS17and | established by reference to the market buying price of
E‘S'ZF;M components used to produce the asset or the indexed price for
E— the same or a similar asset based on a price for a previous
period. When the indexed price method is used, judgment is
required to determine whether production technology has
changed significantly over the period, and whether the capacity
of the reference asset is the same as that of the asset being
valued.

4450. The frequency of revaluations depends upon the mevements
changes in the fair values of the items of property, plant and
equipment being revalued. When the fair value of a revalued
asset differs materially from its carrying amount, a further
revaluation is necessary. Some items of property, plant and
equipment—nay experience significant and volatile mevements
changes in fair value, thus necessitating annual revaluation.

IPSAS 17 Property, Plant and Equipment
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Such frequent revaluations are unnecessary for items of

property, plant and equipment with only insignificant

rmevements changes in fair value. Instead, it may be necessary

to revalueation the item only every three or five years-may-be
ticiont

4551. When an item of property, plant and equipment is revalued, any
accumulated depreciation a the date of the revauation is
eithertreated in one of the following ways:

(@) restated proportionately with the change in the gross
carrying amount of the asset so that the carrying amount of
the asset after revaluation equalsits revalued amount. This
method is often used when an asset is revalued by means
of an index to its depreciated replacement cost;-or.

(b) eiminated against the gross carrying amount of the asset
and the net amount restated to the revalued amount of the
asset. Foer—example—tThis method is used for buildings

hict ued to the : e,

The amount of the adjustment arising on the restatement or

elimination of accumulated depreciation forms part of the

increase or decrease in carrying amount-whieh that is dealt with

in accordance with paragraphs 4955 and 5056.

4652. Whenlf an item of property, plant and equipment is revalued,
the entire class of property, plant and equipment to which that
asset belongs sheutd shall be revalued.

4753. A class of property, plant and equipment is a grouping of assets
of a similar nature or function in an entity’s operations. The
following are examples of separate classes:

@ land,

(b) operational buildings;

(c) roads,

(d) machinery;

(e) dectricity transmission networks;

(f) ships

(g) aircraft;

(h) specialist military equipment;
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(i) motor vehicles;

() furniture and fixtures;
(k) office equipment; and
() oil rigs.

The items within thea class of property, plant and equipment are
revalued simultaneoudly in order to avoid selective revaluation
of assets and the reporting of amounts in the financial statements
whieh that are a mixture of costs and values as at different dates.
However, a class of assets may be revalued on a rolling basis
provided revaluation of the class of assets is completed within a
short period ef-time-and provided the revaluations are kept up to
date.

Whenl f the carrying amount of a class of assetsisincreased as
a result of a revaluation, the increase-sheuld shall be credited
directly to revaluation surplus. However,—a—+evaluation_the
increase-should_shall be recognized asrevenue in _surplus or
deficit to the extent that it reverses a revaluation decrease of
the same class of assets previoudy recognized as-an-expense in
surplus or deficit.

Whenlf the carrying amount of a class of assets is decreased
as a result of a revaluation, the decrease-sheuld_shall be
recognized-as-an—expense_in_surplus or_deficit. However,—a
revaluationthe decrease—should _shall be ehargeddebited
directly against to-any-retated revaluation surplusto the extent
of any credit balance existing thatthe-decrease—does—heot
exceed-theameuntheldin the revaluation surplusin respect of
that same class of assets.

Revaluation increases and decreases relating to individual
assets within a class of property, plant and equipment must be
offset against one another within that class but must not be
offset in respect of assetsin different classes.

Some or all of the revaluation surplus included in net assets in
respect of property, plant and equipment may be transferred
directly to accumulated surpluses or deficits when the surplus
assets s are redized derecoqmzed Thls may involve

transferring some or
the whole of the surplus when the assets—eICI—tIqe—Fethtemelqrt—enE
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disposal-of-some-or-all-of-the-assets within the class of property,

plant and equipment to which the surplus relates are retired or
disposed of. However, some of the surplus may be realized
transferred as the assets are used by the entity;. +1n such a case,
the amount of the surplus reatizedsthe transferred would be the
difference between depreciation based on the revalued carrying
amount of the assets and depreciation based on the assets
original cost. Fhe—tTransfers from revaluation surplus to
accumulated surpluses or deficits is are not made through the

statement-of financial-performance surplus or deficit.

5359. Guidance on the effects on taxes on surpluses, if any, resulting
from the revaluation of property, plant and equipment can be
found in International Accounting Standard 1AS 12, Income
Taxes.

DepreC| ation

Paras 60-64

wererelocated  60. Each part of an item of property, plant and equipment with a

from original cost that is significant in relation to the total cost of the item

para 18 and shall be depreciated separately.

splitinto 5

m 61. An entity allocates the amount initially recognized in respect of

contents an item of property, plant and equipment to its significant parts

mainly and depreciates separately each such part. For example, it may

relating to be appropriate to depreciate separately the pavements,

components of formation, curbs and channels, footpaths, bridges and lighting

depreciation. within_a road system. Similarly, it may be appropriate to
depreciate separately the airframe and engines of an aircraft,
whether owned or subject to afinance |ease.

62. A significant part of an item of property, plant and eguipment
may have a useful life and a depreciation method that are the
same as the useful life and the depreciation method of another
significant part of that same item. Such parts may be grouped in
determining the depreciation charge.

63. To the extent that an entity depreciates separately some parts of
an item of property, plant and equipment, it also depreciates
separately the remainder of the item. The remainder consists of
the parts of the item that are individualy not significant. If an
entity has varying expectations for these parts, approximation
technigues may be necessary to depreciate the remainder in a

IPSAS 17 Property, Plant and Equipment
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manner that faithfully represents the consumption pattern and/or
useful life of its parts.

64. An entity may choose to depreciate separately the parts of an
Para 65 was item that do not have a cost that is significant in relation to the
relocated total cost of the item.
from the
last 65. The depreciation charge for each period shall be recognized in
sentence of surplus or deficit unless it is included in the carrying amount
original of another asset.
Qara54.

66. The depreciation charge for a period is usually recognized in
surplus or deficit. However, sometimes, the economic benefits
or_service potentiad embodied in an asset is absorbed in

O S— producing other assets. In this case, the depreciation charge
relocated | constitutes part of the cost of the other asset and is included in
from its carrying amount.  For example, the depreciation of
original manufacturing plant and equipment is included in the costs of
para 61 conversion of inventories (see IPSAS12). Similarly,
withminor | yeryeciation of property, plant and eguipment used for
changes. . ; .
development activities may be included in the cost of an
intangible asset that is recognized in accordance with the
appropriate international or national accounting standard on
intangible assets that has been applied by the entity.

Depreciation Amount and Depreciation Period

Thelast two

sentencesof | 9467.  The depreciable amount of an asset Hem-of-property,plant-and
original equkpmen{—shemel shall be aIIocated on a systematic basis over
Qara54

were

relocated to

current para

65 and 77.

o 68. The residual value and the useful life of an asset shall be
a 68 was ; : :
relocated reviewed at least at each annual reporting date and, if
from expectations differ from previous estimates, the change(s)
original shall be accounted for as a change in an accounting estimate
para 62 in_accordance with 1PSAS 3 Accounting Policies, Changes in

with Accounting Estimates and Errors.

changes.

S — 69. Depreciation IS _recoqnized even if the fair value of_ the assets
rdocated exceeds its carrying amount, as long as the asset’s residua value
from IPSAS 17 Property, Plant and Equipment
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does not exceed its carrying amount. Repair and maintenance of
an asset does not negate the need to depreciate it. Conversely,
some assets may be poorly maintained or maintenance may be
deferred indefinitely because of budgetary constraints. Where
asset management policies exacerbate the wear and tear of an
asset, its useful life should be reassessed and adjusted

accordingly.

The depreciable amount of an asset is determined after

from the
first
sentence of
origina
para 59.

/1.

deducting its residual value. In practice, the residual value of an
asset is often insignificant and therefore immaterial in the
calculation of the depreciable amount.

The residual value of an asset may increase to an amount equal

72.

to or greater than the asset’s carrying amount. If it does, the
asset’s depreciation charge is zero unless and until its residual
value subsequently decreases to an amount below the asset’s
carrying amount.

Depreciation of an asset begins when it is available for use, ie

Pls note that
Staff have

incorporated
the changes
made by the
IASB upon
issuing IFRS 5
and proposed
endorsement

approach to
IFRS5.

when it is in the location and condition necessary for it to be
capable of operating in the manner intended by management.
Depreciation of an asset ceases at the earlier of the date that the
asset is classified as held for sale (or included in a disposal
group that is classfied as held for sale) in accordance with
IPSAS XX Non-current Assets Held for Sale and Discontinued
Operations_and the date that the asset is derecognized.
Therefore, depreciation does not cease when the asset becomes
idle or is retired from active use unless the asset is fully
depreciated. However, under usage methods of depreciation the
depreciation charge can be zero while there is no production.

5673.

The future economic benefits or service potential embodied in
an item of property, plant and equipment is consumed by the
entity principally through the use of the asset. However, other
factors such as technical or commercial obsolescence and wear

and tear while an asset remains idle often result in the
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diminution of the economic benefits or service potential that
might have been expected-to—be-avaitable obtained from the
asset.  Consequently, all the following factors need-to-—beare
considered in determining the useful life of an asset:

(@) the expected usage of the asset-by-the-entity. Usage is
assessed by reference to the asset’s expected capacity or

physical output;.

(b) the-expected physical wear and tear, which depends on
operational factors such as the number of shifts for which
the asset is to be used and the repair and maintenance
program ef-the-entity, and the care and maintenance of the
asset whileidle:.

(c) technical or commercia obsolescence arisng from
changes or improvements in production, or from a change
in the market demand for the product or service output of
the asset;-and.

(d) lega or smilar limits on the use of the asset, such as the
expiry dates of related leases.

The useful life of an asset is defined in terms of the asset’s
expected utility to the entity. The asset management policy of an
entity may involve the disposal of assets after a specified time or
after consumption of a eertain_specified proportion of the future
economic benefits or service potential embodied in the asset.
Therefore, the useful life of an asset may be shorter than its
economic life. The estimation of the useful life of anr-tem-of

property;—plant-and-equipment the asset is a matter of judgment
based on the experience of the entity with similar assets.

Land and buildings are separable assets and are dealt—with
accounted separatel y—for—aceounting-purpeses, even when they
are acquired together. With some exceptions, such as quarries
and sites used for landfill, |and rermalhy—has an unlimited
useful life and-therefore; is not depreciated. Buildings have a
limited useful life and; therefore; are depreciable assets. An
increase in the value of the land on which a building stands does
not affect the determination of the useful-tife depreciable amount
of the building.

If the cost of land includes the cost of site dismantlement,

removal and restoration, that portion of the land asset is
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depreciated over the period of benefits or service potential
obtained by incurring those costs. In some cases, the land itself
may have a limited useful life, in which case it is depreciated in
a manner that reflects the benefits or service potential to be
derived from it.

Depreciation M ethod

77. The depreciation method shall reflect the pattern in which the
asset’'s future economic benefits or service potential is
expected to be consumed by the entity.

78. The depreciation method applied shall be reviewed at least at

each annual reporting date and, if there has been a significant
change in the expected pattern of the consumption of the
future economic benefits or service potential embodied in the
asset, the method shall be changed to reflect the changed
pattern. Such a change shall be accounted for as a change in
an accounting estimate in accordance with | PSAS 3.

6079.

A variety of depreciation methods can be used to allocate the
depreciable amount of an asset on a systematic basis over its
useful life. These methods include the straight-line method, the
diminishing balance method and the sum-of-the-units of

production _method.  Straight-line depreciation results in a
constant charge over the useful life of the asset. The
diminishing balance method results in a decreasing charge over
the useful life of the asset. The sum-ef-the-units of production
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method results in a charge based on the expected use or output
of-the-asset. The entity selects the method used-for-an-asset-is
selected-based-on-that most closely reflects the expected pattern
of consumption of the future economic benefits or service
potential embodied in the asset..-and That method is esnsistently
applied consistently from period to period unless there is a
change in the expected pattern of consumption of those future
economic benefits or service potential-from-that-asset.

This para
was
relocated to
current para
66 with
minor

changes.

This section
has been
deleted due to
restructuring
the Standard.
Its main
contents are
now located in

current paras
68-69.
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This section
has been
deleted due to
restructuring
the Standard
and relocated

to current para

78 with minor
changes.

| mpair ment--6sses

6680. To determine whether an item of property, plant and equipment
is |mpa|red an entlty apph&sJeheuappFepHateeremaHenal—er

IPSAS XX Impalrment of Cash qeneratlnq Assets and IPSAS

XX Impairment of Non-cash-generating Assets’— laternational
Accounting—Standard—AS 36— hrpairment—ol-Assets—contans

Pls note that
para 67 has
been removed
to reflect the
changes made
by the IASB
upon issuing
IFRS 3
Business

Combinations.

guidanee These Standards explain-en_how an entity reviewsiag

the carrying amount of its assets-heldfor—generating-pesiive
cash-flows, how it determinesing the recoverable amount of-sueh

an assets, and when it recognizes, or reverses the recognition of,

an impairment |osses.
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Compensation for impair ment

Thissection | 8L: Compensation from third parties for items of property, plant
isanew and equipment that were impaired, lost or given up shall be
section. It included in surplus or deficit when the compensation becomes
was dealt receivable.
with in SIC-
ldandwas | gp | mpairments or losses of items of property, plant and egui pment,
%&%&E related claims for or payments of compensation from third
——— parties and any subsequent purchase or construction of
replacement assets are separate _economic _events and are
accounted for separately as follows:
Subpara (a) (@) impairments of items of property, plant and equipment are
has been recognized in accordance with IPSAS XX Impairment of
amended to Cash-generating Assets and IPSAS XX Impairment of
reflect the Non-cash-generating Assets;
proposed
endorsement (b) derecognition of items of property, plant and equipment
approach to retired or disposed of is determined in accordance with this
IAS 36 and Standard;
anticipated
issuance of an (c) _compensation from third parties for items of property,
IPSAS on ED plant and eguipment that were impaired, lost or given up is
23 included in determining surplus or deficit when it becomes
recelvable; and
(d)__the cost of items of property, plant and eguipment restored,
purchased or constructed as replacement is determined in
accordance with this Standard.
Retirementsand-DisposalsDer ecognition
6883. The carrying amount of Aan item of property, plant and
equipment shallsheuwld be eliminatedfrom-thestatement—of
finaneialpesittonder ecognized -en: -
(a) on disposal; or
(b) when the-assaet-ts-permanenthy-withdrawn-from-use-and
no future economic benefits or service potential is
expected from its use or disposal.
Themiddle ©6984. The Ggains or losses arising from the-retirement-or—dispoesat
sentence of derecognition of an item of property, plant and equipment
previous _
paa69is HPSAS I/ Property,Plant-and-Equipment
relocated to
current para ltem 12.6 Marked-up |PSASs
87. PSC New Y ork July 2004

The
footnote
will be
removed
upon the
issue of the
IPSAS on
ED 23.

PIs note
IASB does
not allow
gainsto be
classified as
revenues.
Staff retain
the previous
version
because of
the absence
of “income”
notionin
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shall sheuld be included in surplus or deficit when the item is

derecoqmzed detepmmed—aS—the—d#iepenee—between—the

the—esset—For the purpos&s of dlsplay in the flnanC|aI
statements, the gain or loss sheuld_shall be included in the
statement of financial performance as an item of revenue or
expense, as appropriate._(unless IPSAS 13, Leases reqguires
otherwise on a sale and leaseback).

7185. The disposa of an item of property, plant and equipment may
Para 85 was occur in a variety ways (eg by sale, by entering into a finance
amended to lease or by donation). In determining the date of disposal of an
state how to item, an entity applies the criteria in IPSAS 9 Revenues from
gg%m Exchange Transactions for recognizing revenue from the sale of
m goods. IPSAS 13 Leases applies to disposal by a Ssale and
item. | |easeback—transactions—are—accounted—forin—accordance-with

HPSASA3.

86. If, under the recognition principle in paragraph 15, an entity ||Para86 was
recognizes in the carrying amount of an item of property, plant ||added to be
and equipment the cost of a replacement for part of the item, ||consistent
then it derecognizes the carrying amount of the replaced part %ﬂt;e
regardless of whether the replaced part had been depreciated ?e?mﬁon
separately. If it is not practicable for an entity to determine the ||principle
carrying amount of the replaced part, it may use the cost of the ||specifiedin
replacement as an indication of what the cost of the replaced part ||parals.

Para 87 was was at the time it was acquired or constructed.
rel ocated
from the 87. The gain or loss arising from the derecognition of an item of
middle property, plant and eguipment shall be determined as the
%aﬁed difference between the net disposal proceeds, if any, and the
_g—gara 69, carrying amount of the item.

88. The consideration receivable on disposal of an item of property,
Para 88 was plant and equipment is recognized initially at its fair value. If
added to payment for the item is deferred, the consideration received is
% recognized initially at the cash price equivalent. The difference
ractice between the nominal amo_unt of the consideration and the cash
AN | | em 12.6 Marked-up |PSASs
— PSC New Y ork July 2004
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price equivalent is recognized as interest revenue in accordance

with |PSAS 9 reflecting the effective yield on the receivable.

Disclosure

7389. The financial statements shall should disclose, for each class |
of property, plant and equipment recognized in the financial
statements:

(a) the measurement bases used for determining the gross
carrying amount—When-mere-than-one-basis-has-been

used, the gross carrying amount for that basis in each
category should-be disclosed;

(b) thedepreciation methods used;

(c) theuseful livesor the depreciation rates used;

(d) the gross carrying amount and the accumulated
depreciation (aggregated with accumulated impairment
losses) at the beginning and end of the period; and

(e) areconciliation of the carrying amount at the beginning

and end of the period showing:

Pls note that . .

subpara (i) has (l) addltlons;

peen amended (o (i) assets classified as held for sale or included in a

changes made by disposal group classified as held for sale in

the IASB upon accordance with | PSAS XX Non-current Assets and
issuing IFRS 5 Discontinued Operations and other disposals,

and proposed I . o

endorsement of (iif) acquigitionsthrough business combinations;

IERSS. (iv) increases or decreases during-theperiod-resulting
from revaluations under paragraphs3945, 4955
and 5056 and from impairment losses (if any)
recognized or reversed directly in net assets/equity

Subpara (iv), (v) uhder in accordance with | PSAS XX Impairment of
and (vi) have Cash-generating Assets and | PSAS XX I mpairment
been amendf2SAS I/ Property,Plant-and-Equipment

reflect the

proposed |tem 12.6 Marked-up IPSASs

endorsemePSC Nlew Y ork July 2004

IAS 36 and the
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of _Non-cash-generating _Assetsthe—appropriate
: - onal onal . ord
adepted;

(v) impairment losses {H—any)—recognized in the

et ol F ari I
period_surplus or deficit under in_accordance with
|PSAS XX Impairment of Cash-generating Assets
and IPSAS XX Impairment of Non-cash-
generating Assetsthe-appropriate—nternational—or

onal : tard ad :

(vi) impairment losses {f-ahy) reversed in the statement
of-financtal-perfermance-during-thepertod-_surplus
or_deficit under in_accordance with IPSAS XX
| mpairment of Cash-generating Assets and |PSAS
XX Impairment of Non-cash-generating Assetsthe

: : P~ onal :
standard-adopted;

(vii) depreciation;

&p—(wﬁ ﬁas (viii) the net exchange differences arising on the
changed trandation of the financial statements from the
dueto the functional currency into_a different presentation
changein currency, including the trandation of a foreign
IPSAS 4. entityoperation into_the presentation currency of
the reporting entity; and
(ix) other mevements changes.

7490. The financial statements shallsheuld also disclose for each
class of property, plant and equipment recognized in the
financial statements:

(@) theexistence and amounts of restrictions on title, fer and
property, plant and equipment pledged as securities for
liabilities;

{e}(b) the amount of expenditures en-aceount recognized in
the carrying amount of an item of property, plant and
equipment in the course of its construction;-and

{e)(c) the amount of contractual commitments for the
acquigtion of property, plant and equipment:;_and

Sub S 17 Property, Plant and Equipment
ISanew

disclddem 12.6 Marked-up |PSASs
requilBS&tNiew Y ork July 2004

added by

IASB.
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(d) if it is not disclosed separately on the face of the
statement of financial performance, the amount of
compensation from third parties for items of property,
plant and equipment that were impaired, lost or given up
that isincluded in surplus or deficit.

The-sSelection of the depreciation method and the estimation of
the useful life of the assets are matters of judgment. Therefore,
disclosure of the methods adopted and the estimated useful lives
or depreciation rates provides users of financial statements with
information whiehthat alows them to review the policies
selected by management and enables comparisons to be made
with other entities. For similar reasons, it is necessary to
disclose:

(a) -the-depreciation-aHecated, whether recognized in surplus
or deficit or as a part of the cost of other assets, during-+h a
period; and

(b) the-accumulated depreciation at the end of thatthe period.

In accordance with IPSAS 3 Accounting Policies, Changes in
Accounting Estimates and Errors Aan entity discloses the nature
and effect of a change in an accounting estimate that has an
material-effect in the current period; or whieh-is expected to
have an material-effect in subsequent periods—n—acecordance
with Intelmemgn el FI' u.blée Sel Stof ,feele’ o '““gl Sty |e|e|ue| HPSAS 3|
Changes—n—Accounting—Peliey.  For property, plant and
equipment, Ssuch disclosure may arise from changes in
estimates with respect to:

(@ residua values,

(b) the estimated costs of dismantling, and-—removing or
restoring items of property, plant erand equipment—and
ing the site:

(c) useful lives; and

(d) depreciation methods.

Whenlf a class of property, plant and equipment is stated at
revalued amounts, the following sheuldshall be disclosed:
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b)(@) _the effective date of the revaluation;
{e)(b) __whether an independent valuer was involved;

@y(c I : i I | :
replacement—ecost_the methods and_significant _assumptions
applied in estimating the assets' fair values,

(d) the extent to which the assets fair values were
determined directly by reference to observable prices in an
active market or recent market transactions on arm’s length
terms or were estimated using other valuation techniques;

(e) therevaluation surplus, indicating the mevementchange
for the period and any restrictions on the distribution of
the balance to shareholders or other equity holders;

(f) the sum of all revaluation surpluses for individual items
of property, plant and equipment within that class; and

() thesum of all revaluation deficits for individual items of
property, plant and equipment within that class.

Para94is
amendedto | #894. In accordance with IPSAS XX Impairment of Cash-generating
reflect the Assets and IPSAS XX Impairment of Non-cash-generating
proposed Assets Aan entity discloses information on impaired property,
endorsemen plant and equipment under—the—appropriate—nternational—or
t of IAS 36
and the national—aeccounting—standard—adepted—in addition to the
issue of the information required by paragraph 7389(e)(iv) to (vi).
IPSAS on
ED 23. 7995. Users of Hfinancial statements users-may also find the following
information relevant to their needs:
(@) the carrying amount of temporarily idle property, plant and
equipment;
(b) the gross carrying amount of any fully depreciated
property, plant and equipment that is still in use;
Subpara (c) (c) the carrying amount of property, plant and equipment
has been retired from active use and not classified as held for
amended to disposal_sale in accordance with IPSAS XX Non-current
refledt the Assets Held for Sale and Discontinued Oper ations; and
changes made
by the IASB (d) when the benchmark-treatmentcost model is used, the fair
%%g value of property, plant and equipment when this is
proposed materially different from the carrying amount.
endorsement
of IFRS5. Therefore, entities are encouraged to disclose these amounts.
IPSAS 17 Property, Plant and Equipment
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Transitional Provisions

8096.

8197.

8208.

8399.

84100.

Entities are not required to recognize property, plant and
equipment for reporting periods beginning on a date within
five yearsfollowing the date of first adoption of this Standard.

An entity that adopts accrual accounting for the first time in
accordance with International Public Sector Accounting
Standards may initially recognize property, plant and
equipment at cost or fair value. For items of property, plant
and equipment that were acquired at no cost, or for a nominal
cost, cost istheitem’sfair value as at the date of acquisition.

Paragraph 4315 of this Standard requires the cost or fair value of
an items of property, plant and equipment to be recognized as an
asset whenif, and only if:

(@ it is probable that future economic benefits or service
potential associated with the assetitem will flow to the
entity; and

(b) the cost or fair value of the assetitem to-the-entity can be
measured reliably.

The trangitional provisions in paragraphs 8096 and 8197 are
intended to give relief in situations where an entity is seeking to
comply with the provisions of this Standard, in the context of
implementing accrual accounting for the first time in accordance
with International Public Sector Accounting Standards, with
effect from the effective date of this Standard or subsequently.
When entities adopt accrual accounting in accordance with
International Public Sector Accounting Standards for the first
time, there are often difficulties in compiling comprehensive
information on the existence and valuation of assets. For this
reason, for a five-year period following the date of first
adeptiona application of this Standard, entities are not required
to comply fully with the requirements of paragraph 1315.

Notwithstanding the transitional provisions in paragraphs 8696
and 8197, entities that are in the process of adopting accrual
accounting are encouraged to comply in full with the provisions
of this Standard as soon as possible.
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The exemption from the requirements of paragraph 4315 implies
that the associated measurement and disclosure provisons of
this Standard do not need to be complied with in respect of those
assets or classes of asset that are not recognized under
paragraphs 86-96 and 8197.

When initially-adepting_applying this Standard, an entity may
control assets that it has not previously recognized. This
Standard allows entities to initially recognize items of property,
plant and equipment at cost or fair value. Where assets are
initially recognised at cost and were acquired at no cost, or for a
nominal cost, cost will be determined by reference to the asset’s
fair vaue as a the date of acquisition. Where the cost of
acquigition of an asset is not known, its cost may be estimated
by reference to its fair value as at the date of acquisition.

When an entity takes advantage of the transitional provisions
in paragraphs8096 and 8197 that fact sheuld_shall be
disclosed. Information on the major classes of asset that have
not been recognized by virtue of paragraph 8096 sheuld_shall
also be disclosed. When an entity takes advantage of the
transitional provisions for a second or subsequent reporting
period, details of the assets or classes of asset that were not
recognized at the previous reporting date but-which_that are
now recognized sheutd shall be disclosed.

The amendments to the initial measurement of an item of

property, plant and equipment acquired in an exchange of
assets transactions specified in paragraphs 39-41 shall be
applied prospectively to future transactions.

Effective Date

88105.

An_entity shall _apply Fthis International Public Sector

89106.

Accounting Standard becomes-effective for annual financial
statements covering periods beginning on or after 1 January
20032009. Earlier application is encouraged. If an entity
applies this Standard for a period beginning before 1 January
2009, it shall disclose that fact.

When an entity adopts the accrual basis of accounting, as
defined by International Public Sector Accounting Standards, for
financial reporting purposes, subsequent to this effective date,
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this Standard applies to the entity’s annual financial statements
covering periods beginning on or after the date of-adoption. ‘
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Pis note this Appendix is a new section. See dlso the IASB Harmonizatiﬁ%g%
for the proposed approach to SIC/IFRIC interpretations. '

Appendix 1— I nter pretations of
| nter national Financial Reporting

Standards
This appendix isan integral part of the Sandard.

1. IFRIC Interpretation 1 Changes in Existing Decommissioning,
Restoration and Smilar Liabilities issued by the International
Financial Reporting Interpretations Committee  provides
guidance on interpreting the requirements of this International
Public Sector Accounting Standard.

IPSAS 17 Property, Plant and Equipment
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Pis note “Amendments to Other Pronouncements’ is a new section. Onjsr 6
T LIV L

paragraphs in other IPSASs that are not part of IPSASs Improvemﬁ(%gm
impacted as aresult of proposalsin this IPSAS are included and shown in'Jm -up.

Appendix 2— Amendmentsto Other

Pronouncements

The amendments in this appendix shall be applied for annual financial
statements covering periods beginning on or after 1 January 2009. If an
entity applies this Standard for an earlier period, these amendments
shall be applied for that earlier period.

Al

In IPSAS 18 Segment Reporting, paragraph 37 is amended to
read as follows:

...... Measurements of segment assets and liabilities include any
adjustments to the prior carrying amounts of the identifiable
segment assets and segment liabilities of an entity acquired in an
entity combination accounted for as a purchase, even if those
adjustments are made only for the purpose of preparing
consolidated financial statements and are not recorded in either
the controlling entity’s separate or the controlled entity’s
separate individual financial statements. Similarly, if property,
plant, and equipment has been revalued subsequent to
acquisition in accordance with the alternative—accounting

treatment-aHowed-by revaluation model in International Public
Sector Accounting Standard IPSAS 17 Property, Plant and

Equipment, measurements of segment assets reflect those
revaluations.

Poehe L7 orpperty Plopt one boniorpopy
Item 12.6 Marked-up IPSASs

PSC New Y ork July 2004




ITEM 12.6
page 12.250

Appendix 3 —Illustrative Disclosures

The appendix is illustrative only and does not form part of the standards.
The purpose of the appendix is to illustrate the application of the
standardsto assist in clarifying their meaning.

The Department of the Interior is a public sector entity that controls a
wide range of property, plant and equipment and is responsible for
replacement and maintenance of the property. The following are extracts
from the notesto its Statement of Financial Position for the year ended 31
December 20X 1 and illustrate the principal disclosures required under in
accordance with this Standard.

Notes

1. Land

a) Land consists of twenty thousand hectares at various locations.
Land is valued a fair value as at 31 December 20X1, as
determined by the Office of the National Valuer, an independent
valuer.

b) Restrictions on Titles:

Five hundred hectares of land (carried at 62,500 currency units)
is designated as nationa interest land and may not be sold
without the approval of the legidature. Two hundred hectares
(carried at 25,000 currency units) of the national interest land
and a further two thousand hectares (carried at 250,000 currency
units) of other land are subject to title claims by former owners
in an international court of human rights and the Court has
ordered that the land may not be disposed of until the claim is
decided; the Department recognizes the jurisdiction of the Court
to hear these cases.

2. Buildings

a) Buildings consist of office buildings and industrial facilities at
various locations.

b) Buildings are initially recognized at cost, but are subject to
revaluation to fair value on an ongoing basis. The Office of the
National Valuer determines fair value on arolling basis within a
short period of time. Revaluations are kept up to date.

C) Depreciation is calculated on a straight-line basis over the useful
life of the building. Office buildings have a useful life of
twenty-five years, and industrial facilities have a useful life of
fifteen years.
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e———The Department has entered into five contracts for the

construction of new buildings; total contract costs are 250,000
currency units.

3. M achinery

a) Machinery is measured at cost |less depreciation.

b) Depreciation is calculated on a straight-line basis over the useful
life of the machine.

C) The machinery has various useful lives:
Tractors: 10 years
Washing Equipment: 4 years
Cranes: 15 years

d) The Department has entered into a contract to replace the cranes
it uses to clean and maintain the buildings - the contracted cost
is 100,000 currency units.

4. Furniture and Fixtures

a) Furniture and fixtures are measured at cost |ess depreciation.

b) Depreciation is calculated on a straight-line basis over the useful
life of the furniture and fixtures.

C) All items within this class have a useful life of five years.
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' _ Land Buildings Machinery Furniture and Fixtures
Reporting Period 20X1 20X0 20X1 20X0 20X1 20X0 20X1 20X0
Opening Balance 2,250 2,025 2,090 2,260 1,085 1,100 200 150
Additions - - 250 100 120 200 20 100
Disposals - - 150 40 60 80 20 -
Depreciation (As per Statement - - 160 180 145 135 50 50
of Financial Performance)

Reval uations (net) 250 225 30 50 - - - -
Closing Baance (As per 2,500 2,250 2,000 2,090 1,000 1,085 150 200
Statement of Financial Position

Sum of Revaluation Surpluses 750 500 250 250 - - - -
(Paragraph #893(f))

Sum of Revauation Deficits 25 25 380 350 - - - -
(Paragraph #893(g))

Gross Carrying Amount 2,500 2,250 2,500 2,430 1,500 1,440 250 250
Accumulated Depreciation - - 500 340 500 355 100 50
Net Carrying Amount 2,500 2,250 2,000 2,090 1,000 1,085 150 200
LEEAE LT Draperty Dlopt cone Eonlioenony
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Comparison with IAS 16

International Public Sector Accounting Standard IPSAS 17 Property,
Plant and Equipment is drawn primarily from Internationa
Accounting Standard 1AS 16 (Revised 19982003), Property, Plant
and Equipment. The main differences between IPSAS 17 and IAS 16

This
difference no
longer exists
as Staff have
proposed
changesto
para 5(a) of
the scope.

are as follows:

. IPSAS 17 does not require or prohibit the recognition of
heritage assets. An entity which recognizes heritage assets is
required to comply with the disclosure requirements of this
Standard with respect to those heritage assets that have been
recognized and may, but is not required to, comply with other
requirements of this Standard in respect of those heritage assets.
IAS 16 does not have a similar exclusion.

. IAS 16 requires items of property, plant and equipment to be
initially measured at cost. IPSAS 17 states that where an item is
acquired at no cost, or for anominal cost, its cost isitsfair value
as at the date it is acquired.

This
difference no
longer exists
because there
isageneral
recognition
principle for
both initial
costs and
subsequent
expenditures.

. IAS16 requires, where an enterprise adopts the aHewed
alternative—treatment_revaluation model and carries items of
property, plant and equipment at revalued amounts, the

equivalent historical cost amounts to be disclosed. This
requirement is not included in IPSAS 17.

. Under 1AS 16, revaluation increases and decreases may only be
matched on an individual item basis. Under IPSAS17,
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revaluation increases and decreases may be offset on a class of
asset basis.

IPSAS 17 contains transitional provisions allowing entities to
not recognize property, plant and equipment for reporting
periods beginning on a date within five years following the date
of first adoption of this Standard. The transitional provisions
also allow entities to recognize property, plant and equipment at
fair value on first adopting this Standard. 1AS 16 does not
include these transitional provisions.

IPSAS 17 contains a different set of definitions of technical
terms from IAS 16.

The IASC Framework defines an asset as a resource controlled
by an enterprise as a result of past events and from which future
economic benefits are expected to flow to the enterprise.
IPSAS 17 adopts a dlightly amended definition that incorporates
the notion of service potential.

Commentary additional to that in IAS 16 has been included in
IPSAS 17 to clarify the applicability of the standards to
accounting by public sector entities.

IPSAS 17 uses different terminology, in certain instances, from
IAS16. The most significant examples are the use of the terms
“entiy™; “revenue’, “statement of financial performance’,
“statement of financial position” and “net assets/equity” in
IPSAS17. The equivalent terms in IAS 16 are “enterprise’;

“Iincome”, “income statement”, “balance sheet” and “equity”.
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Summary of Main Changes
IPSAS 16 I nvestment Property

The main changes proposed are:
Scope

to replace the scope exclusion of “forests and similar regenerative natural resources’ in
paragraph 5(a) with “biological assets related to agricultural activity (see IPSAS XX
Agriculture)” (Staff have proposed in the IASB Harmonization Strategy paper to also
issue an ED proposing to endorse IAS 41 as IPSAS XX Agriculture at the same time as
issuing the IPSA Ss Improvements ED).

Definitions

to amend in paragraph 8 the definition of “cost” to reflect the changes made by the IASB
upon issuing IFRS 2 Share-based Payment.

Property Interests Held by a L essee under An Operating L ease

to allow in paragraph 9 a property interest held by a lessee under an operating lease to be
classified and accounted for as investment property provided certain criteriaare met.

to require a lessee that classifies a property interest held under an operating lease as
investment property to account for the lease as if it were a finance lease in accordance
with IPSAS 13 Leasg, ie the asset shall be recognized at the lower of the fair value of the
property interest and the present value of the minimum lease payments. The fair value is
referred to that interest and not the underlying property (see paragraphs 35-36).

to clarify the subsequent measurement choice between cost model and fair value model is
not available for a lessee accounting for a property interest held under an operating lease
that it has elected to classify as investment property. Such investment property is required
to be measured using fair value model. Once this alternative is selected for one such
property, al other properties classified as investment property held by the entity are to be
accounted for consistently on afair value basis (see paragraphs 46-47).

Previously, IPSAS 16 did not contain these requirements.

Investment Property Linked to Liabilities

to allow an entity to choose (@) either the fair value model or the cost model for all
investment property backing liabilities that pay a return linked directly to the fair value
of, or returns from, specified assets including that investment property; and (b) either the
fair value model or the cost model for all other investment property, regardliess of the
choice made in (a) (see paragraphs 41-43).

Changes Emanating from Proposed | PSAS 17 Property, Plant and Equipment

to require an entity to apply one general asset recognition principle to all investment
property costs at the time when they are incurred, including initial costs and subsequent
expenditures. Previously, IPSAS 16 contained two recognition principles: one applied to
initial costs while another applied to subsequent expenditures (see paragraphs 21-26).

to require an entity to recognize all asset exchange transactions at fair value unless the
transactions lack commercial substances or the fair value of neither the asset given up nor
the asset received can be reliably measured. Previously, IPSAS 16 did not contain

Item 12.6 Marked-up IPSASs
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relevant requirements with regard to the treatment for asset exchange transactions (see
paragraphs 37-39).

» toreguire in paragraph 83 an entity to derecognize the carrying amount of a part of an
investment property if that part has been replaced and to include the cost of replacement
in the carrying amount of the asset. Previously, IPSAS 16 did not extend its
derecognition principle to replaced parts. Rather, its recognition principle for subsequent
expenditures effectively precluded the cost of a replacement from being included in the
carrying amount of the asset.

» torequire an entity to include compensation from third parties for an investment property
that was impaired, lost or given up in surplus or deficit when the compensation becomes
receivable. Previously, IPSAS 16 did not contain this requirement (see paragraphs 87-88).

Item 12.6 Marked-up IPSASs
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International Federation of Accountants.
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INTRODUCTION
Accounting Standardsfor the Public Sector

The International Federation of Accountants — Public Sector Committee
(the Committee) is developing—a—set—ef recommended accounting |
standards for public sector entities referred to as International Public
Sector Accounting Standards (IPSASs). The Committee recognizes the
significant benefits of achieving consistent and comparable financial
information across jurisdictions and it believes that the IPSASs-wiH play
akey role in enabling these benefits to be realized.

The
revision to The IPSASs are based on the International Financial Reporting
the Standards, formerly known as I nternational Accounting Standards (1ASs),

introductio | jsqyed by the International Accounting Standards Board (IASB), where

%Sstem the requirements of those Standards are applicable to the public sector.
with the The Committee is also developing |IPSASs that deal with accounting
latest issues in the public sector that are not addressed in the IFRSs or IASs.
versonin

ED 23.

The adoption of IPSASs by governments will improve both the quality

and comparability of financial information reported by public sector
entities around the world. The Committee strongly encourages
governments and national standard-setters to engage in the development
of its Standards by commenting on the proposals set out in these
Exposure Drafts. The Committee recognizes the right of governments
and national standard setters to establish accounting standards and

guidelines-and-accounting-standards for financial reporting-by-the-publie
sector in their jurisdictions. The Committee encourages the adoption of
IPSASs and the harmonization of national requirements with IPSASs.
Financial statements should be described as complying with IPSASs only
if they comply with al the requirements of each applicable IPSAS.

HPSAS 16-Hhvestment Property
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INTERNATIONAL PUBLIC SECTOR
ACCOUNTING STANDARD IPSAS 16

| nvestment Property

The standards, which have been set in bold italic type, should be read in
the context of the commentary paragraphs in this Sandard, which arein
plain type, and in the context of the “ Preface to International Public
Sector Accounting Standards’ . International Public Sector Accounting
Sandards are not intended to apply to immaterial items.

Objective

1. The objective of this International Public Sector Accounting
Standard is to prescribe the accounting treatment for investment
property and related disclosure requirements.

Scope

2. An entity—whieh__that prepares and presents financial
statements under the accrual basis of accounting-sheutd shall
apply this Standard in accounting for investment property.

23. This Standard applies to all public sector entities other than
Government Business Enterprises.

34. This Standard deals-with applies to accounting for investment
property including the measurement in a lessee’'s financial
statements of investment property interests held under a lease
accounted for as a finance lease and-with to the measurement in
alessor’'s financial statements of investment property teased-eut
provided to a lessee under an operating lease. This Standard
does not deal with matters covered in International Public Sector
Accounting Standard IPSAS 13 Leases, including:

(@ classification of leases as finance leases or operating
leases;
(b) recognition of lease revenue earned-en from investment

property (see aso International Public Sector
Accounting Standard IPSAS 9 Revenue from Exchange
Transactions);

HPSAS 16-Hhvestment Property
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(c) measurement in a lessee’'s financial statements of
property interests held under alease accounted for as an |
operating lease;

(d) measurement in a lessor's financial statements of
property-teased-out its net investment underin a finance |
Staff have |lease;
retained the
current (e) accounting for sale and leaseback transactions; and
version of
para5 per BA ) disclosure about finance leases and operating |eases.
meeting's
m 5. This Standard does not apply to:
version below o _
equivalent to @ forests and similar regenerative natural resources; and
IAS40asa
comparison. (b) mineral rights, the exploration for and extraction of
ISAeesg'isom minerals, oil, natural gas and similar non-regenerative
Harmonizatio resources.
n strateqy
paper for the | The version of paragraph 5 equivalent to that in IAS 40 would be:
proposed
endorsement | 45 This Standard does not apply to:
approach to
IAS 41. _y :
@ {orests—and—sHnHar—regenerative—natral—resodrees
biological assets related to agricultural activity (see
IPSAS XX Agriculture); and
(b) mineral rights—the-exploration—for—and-extraction—of
and minerals reserves such as; oil, natura gas and
similar non-regenerative resources.
56. The Preface to International Financial Reporting Sandards
issued by the International Accounting Standards Board (1ASB)
The explains that International Financial Reporting Standards
revision to (IFRSs) are designed to apply to the general purpose financia
para 6 and statements of all profit-oriented entities. Government Business
addition of Enterprises (GBESs) are defined in IPSAS 1 Presentation of
% Financial Satements. They are profit-oriented entities.
with the Accordingly, they are required to comply with
|atest IFR tronal-Accounting-Standa jssued-by-the
ED 23. Sector_C ttee's Guiddine No1 Fi ol .
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. " | gl Guidd |

7. The International Accounting Standards Board (IASB) was
established in 2001 to replace the International Accounting
Standards Commiittee (IASC). The |ASs issued by the IASC
remain_in force until they are amended or withdrawn by the
|ASB.
Definitions
68. The following terms are used in this Standard with the
meanings specified:
Carrying amount is (for the purpose of this Standard) the
amount at which an asset is recognized in the statement of
financial position.
The defn of . . . .
“codt” Was. Cost is the amount of cash or cash equivalents paid or the fair
amended to value of the other consideration given to acquire an asset at
reflect changes the time of its acquisition or construction_or, where applicable,
made by the the amount attributed to that asset when initially recognized in
IASB upon accordance with the specific requirements of other | PSASs.
issuing IFRS 2
Share-based ) . .
payment. The Fair value is the amount for which an asset could be
sameamendment | exchanged, or a liability settled, between knowledgeable,
has also been willing partiesin an arm'’slength transaction.
madein IPSAS
17 | nvestment property is property (land or a building — or part of

a building — or both) held to earn rentals or for capital
appreciation or both, rather than for:

(@  usein the production or supply of goods or services or
for administrative purposes; or

(b)  saleintheordinary course of operations.
Owner-occupied property is property held (by the owner or by

the lessee under a finance lease) for use in the production or
supply of goods or services or for administrative purposes.

Terms defined in other International Public Sector Accounting
Standards are used in this Standard with the same meaning as
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in those other Standards, and are reproduced in the Glossary
of Defined Terms published separately.

Property Interest held by a L essee under An Operating L ease

Para 9 was
added by
9. A property interest that is held by a lessee under an operating | |IASB. Itis

lease may be classified and accounted for as investment | [anew
property if , and only if, the property would otherwise meet the nmf‘awireme
definition of an investment property and the lessee uses the | | equirement
fair value model set out in_paragraphs 46-68 for the asset | |regarding
recognized. This classification alternative is available on a | |property
property-by-property basis. However, once this classification %ﬁza
alternative is selected for one such property interest held under an
an operating lease, all property classified as investment | |operating
property shall be accounted for using the fair value model. | |lease and
When this classification alternative is selected, any interest so | |accounted
classfied is included in the disclosures required by ?#aﬁ
paragraphs 89-93. lease.

Investment Property

#10.

811.

There are a number of circumstances in which public sector
entities may hold property to earn renta and for capital
appreciation. For example, a public sector entity (other than a
GBE) may be established to manage a government’s property
portfolio on a commercial basis. In this case, the property held
by the entity, other than property held for resale in the ordinary
course of operations, meets the definition of an investment
property. Other public sector entities may also hold property for
rentals or capital appreciation and use the cash generated to
finance their other (service delivery) activities. For example, a
university or local government may own a building for the
purpose of leasing on a commercial basis to external parties to
generate funds, rather than to produce or supply goods and
services. This property would also meet the definition of
investment property.

Investment property is held to earn rentals or for capital
appreciation or both. Therefore, investment property generates
cash flows largely independently of the other assets held by an
entity. This distinguishes investment property from other land
or buildings controlled by public sector entities, including
owner-occupied property. The production or supply of goods or
services (or the use of property for administrative purposes) can
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also generate cash flows. For example, public sector entities
may use a building to provide goods and services to recipientsin
return for full or partial cost recovery. However, the building is
held to facilitate the production of goods and services and the
cash flows are attributable not merely to the building, but also to
other assets used in the production or supply process.
International Public Sector Accounting Standard IPSAS 17
Property, Plant and Equipment applies to owner-occupied

property.

912. In some public sector jurisdictions, certain administrative |

arrangements exist such that an entity may control an asset that
may be legally owned by another entity. For example, a
government department may control and account for certain
buildings that are legally owned by the State. In such
circumstances, references to owner-occupied property means
property occupied by the entity that recognizes the property in
itsfinancial statements.

1013. Thefollowing are examples of investment property:

@ land held for long-term capital appreciation rather than
for short-term sale in the ordinary course of operations.
For example, land held by a hospital for capital
appreciation which may be sold at a beneficial time in
the future;

(b) land held for a currently undetermined future use. (If
an entity has not determined that it will use the land
either as owner-occupied property, including
occupation to provide services such as those provided
by national parks to current and future generations, or
for short-term sale in the ordinary course of operations,
the land is considered to be held for capitd
appreciation);

(c) a building owned by the reporting entity (or held by the
reporting entity under a finance lease) and leased out
under one or more operating leases on a commercial
basis. For example, a university may own a building
that it leases on a commercial basis to external parties;
and
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(d) a building that is vacant but is held to be leased out
under one or more operating leases on a commercial
basis to externa parties.

1114. The following are examples of items that are not investment
property and are thereforefall outside the scope of this Standard:

@ property held intended for sale in the ordinary course of
operations or in the process of construction or
development for such sale (see International Public
Sector Accounting Standard IPSAS 12 Inventories).
For example, a municipa government may routinely
supplement rate income by buying and selling property,
in which case property held exclusively with a view to
subsequent disposal in the near future or for
development for resale is classified as inventory. A
housing department may routinely sell part of its
housing stock in the ordinary course of its operations as
a result of changing demographics, in which case any
housing stock held for sale is classified as inventory;

(b) property being constructed or developed on behalf of
third parties. For example, a property and service
department may enter into construction contracts with
entities external to its government (see International
Public Sector Accounting Standard [IPSAS11
Construction Contracts);

(c) owner-occupied property (see IPSAS17), including
(among other things) property held for future use as
owner-occupied property, property held for future
development and subsequent use as owner-occupied
property, property occupied by employees such as
housing for military personnel (whether or not the
employees pay rent at market rates) and owner-
occupied property awaiting disposal;

(d) property that is being constructed or developed for
future use as investment property. IPSAS 17 appliesto
such property until construction or development is
complete, at which time the property becomes
investment property and this Standard applies.
However, this Standard dees—appliesy to existing |
investment property that is being redeveloped for
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continued future use as investment property (see
paragraph 6172);

(e property held to provide a social service and which also
generates cash inflows. For example, a housing
department may hold a large housing stock used to
provide housing to low income families at below
market rental. In this situation, the property is held to
provide housing services rather than for rentals or
capital appreciation and rental revenue generated is
incidental to the purposes for which the property is
held. Such property is not considered an “investment
property” and would be accounted for in accordance
with IPSAS 17; and

H property held for strategic purposes which would be
accounted for in accordance with IPSAS 17.

1215.  Inmany jurisdictions, public sector entities will hold property to |
meet service delivery objectives rather than to earn rental or for
capital appreciation. In such situations the property will not
meet the definition of investment property. However, where a
public sector entity does hold property to earn rental or for
capital appreciation, this Standard is applicable. In some cases,
public sector entities hold certain property that includes a
portion that is held to earn rentals or for capital appreciation
rather than to provide services and another portion that is held
for use in the production or supply of goods or services or for
administrative purposes. For example, a hospital or a university
may own a building, part of which is used for administrative
purposes, and part of which is leased out as apartments on a
commercial basis. If these portions could be sold separately (or
leased out separately under a finance lease), an entity accounts
for the portions separately. If the portions could not be sold
separately, the property is investment property only if an
insignificant portion is held for use in the production or supply
of goods or services or for administrative purposes.

1316. Ineertain some cases, an entity provides ancillary services to the

occupants of a property it holds held-by-the-entity. An entity
treats such a property as investment property if the servicesare a

relatively-insignificant eempenent—of to the arrangement as a
whole. An example would-be-where is when a government

agency owns an office building which is held exclusively for
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rental purposes and rented on a commercia basis and also
provides security and maintenance services to the lessees who
occupy the building.

1417. In other cases, the services provided are a—mere-significant
compenent. For example, a government may own a hotel or
hostel that it manages through its general property management
agency. The services provided to guests are a—significant
compenent—of to the arrangement as a whole. Therefore, an
owner-managed hotel or hostel is owner-occupied property,
rather than investment property.

1518. It may be difficult to determine whether ancillary servicesare so |
significant that a property does not qualify as investment
property. For example, a government or government agency
which is the owner of a hoted may transfer certain
responsibilities to third parties under a management contract.
The terms of such management contracts vary widely. At one
end of the spectrum, the government’s or government agency’s
position may, in substance, be that of a passive investor. At the
other end of the spectrum, the government or government
agency may simply have outsourced eertain-day-to-day functions |
while retaining significant exposure to variation in the cash
flows generated by the operations of the hotel.

1619. Judgment is needed to determine whether a property qualifies as |
investment property. An entity develops criteria so that it can
exercise that judgment consistently in accordance with the
definition of investment property and with the related guidance
in paragraphs#10 to 1518. Paragraph #590(ac) requires an
entity to disclose these criteria when classification is difficult.

1820. In some cases, an entity owns property that is leased to, and
occupied by, its controlling entity or another controlled entity.
The property does not qualify as investment property in
consolidated financial statements that include both entities,
because the property is owner-occupied from the perspective of
the economic entity as a whole. However, from the perspective
of the individua entity that owns it, the property is investment
property if it meets the definition in paragraph 68. Therefore, |
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the lessor treats the property as investment property in its
individual financial statements. This situation may arise where a
government establishes a property management entity to manage
government office buildings. The buildings are then leased out
to other government entities on a commercial basis. In the
financial statements of the property management entity, the
property would be accounted for as investment property.
However, in the consolidated financial statements of the
government the property would be accounted for as property,
plant and equipment in accordance with IPSAS 17.

Recognition
The 1921.  Investment property-shoeutd_shall be recognized as an asset
recognition .
principlein when, and only when:
para 21 now o ) )
applies to both €)] it is probable that the future economic benefits or
initial and service potential that are associated with the
subsequent investment property will flow to the entity; and
costs. Itisa
major change. (b) the cost or fair value of the investment property can

be measured reliably.

022.  In determining whether an item satisfies the first criterion for
Pls note . . he d f taint
equivalent recognition, an entity needs to assess the degree of certainty
paras 22 and attaching to the flow of future economic benefits or service
23 were potential on the basis of the available evidence at the time of
%ﬁ{ initial recognition. Existence of sufficient certainty that the
il retained future economic benefits or service potential will flow to the
them because entity necessitates an assurance that the entity will receive the
of lack of rewards attaching to the asset and will undertake the associated
w risks. This assurance is usudly only available when the risks
— and rewards have passed to the entity. Before this occurs, the

transaction to acquire the asset can usually be cancelled without
significant penalty and, therefore, the asset is not recognized.
2123. The second criterion for recognition is usualy readily satisfied

because the exchange transaction evidencing the purchase of the
asset identifies its cost. As specified in paragraph 2328 of this
Standard, under certain circumstances an investment property
may be acquired at no cost or for a nominal cost. In such cases,
cost is the investment property’s fair value as at the date of
acquisition.
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24. An_ entity evaluates under this recognition principle al its

Current
paras 24-26
were

rel ocated
from

previous

g S|z
e
QD =

7B

recognition
applies.

investment property costs at the time they are incurred. These
costs include costs incurred initially to acquire an investment
property and costs incurred subsequently to add to, replace part
of, or service a property.

25. Under the recognition principle in paragraph 21, an entity does
not recognize in the carrying amount of an investment property
the costs of the day-to-day servicing of such a property. Rather,
these costs are recognized in surplus or deficit as incurred. Costs
of day-to-day servicing are primarily the costs of labor and
consumables, and may include the cost of minor parts. The
purpose of these expenditures is often described as for the
‘repairs and maintenance’ of the property.

26. Parts of investment property may have been required through
replacement. For example, the interior walls may be
replacements of original walls. Under the recognition principle,
an_entity recognizes in the carrying amount of an investment
property the cost of replacing part of an existing investment
property at the time that cost is incurred if the recognition
criteria are met. The carrying amount of those parts that are
replaced is derecognized in accordance with the derecognition
provisions of this Standard.

htal-M easur ement at Recognition

2227. Investment property shedld_shall be measured initially at its
cost (transaction costs-sheutd_shall be included in this initial
measurement).

2328. Where an investment property is acquired at no cost, or for a |
nominal cost, its cost is its fair value as at the date of
acquisition.

2429. The cost of a purchased investment property comprises its |
purchase price and any directly attributable expenditure.
Directly attributable expenditure includes, for example,
professional fees for legal services, property transfer taxes and
other transaction costs.

2530. The cost of a self-constructed investment property is its cost at |
the date when the construction or development is complete.
Until that date, an entity applies IPSAS17. At that date, the
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property becomes investment property and this Standard applies
(see paragraphs 5970(e) and 6980-below).

2631. The cost of investment property is not increased by:

(a) _ start-up costs (unless they are necessary to bring the
property to Hswerking the condition_necessary for it to be
capable of operating in the manner intended by

management);;

(b) -nitial—operating losses incurred before the investment
property achieves the planned level of occupancy; or

(c) abnorma amounts of wasted material, labor or other
resources incurred in constructing or developing the

property.

2732. If payment for investment property is deferred, its cost is the |
cash price equivalent. The difference between this amount and
the total payments is recognized as interest expense over the
period of credit.

2833. An investment property may be gifted or contributed to the |
entity. For example, a national government may transfer at no
charge a surplus office building to a local government entity,
which then lets it out at market rent. An investment property
may also be acquired for no cost, or for a nomina cost, through
the exercise of powers of sequestration. In these circumstances,
the cost of the property is its fair value as at the date it is
acquired.

2934. Where an entity initially recognizes its investment property at
fair value in accordance with paragraph 2328, the fair value is
the cost of the property. The entity may shal decide,
subsequent to initial recognition, to adopt either the fair value
model (paragraphs 3546 t0-5768) or the cost model (paragraph
5869).

35. The initial cost of a property interest held under a lease and
classified as an investment property shall be as prescribed for
a finance lease by paragraph 30 of |PSAS 13, ie the asset shall
be recognized at the lower of the fair value of the property and
the present value of the minimum lease payments. An
equivalent amount shall be recognized as a liability in
accordance with that same paragraph.
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Any premium paid for alease is treated as part of the minimum

37.

lease payments for this purpose, and is therefore included in the
cost of the asset, but is excluded from the liability. If a property
interest held under a lease is classified as investment property,
the item accounted for at fair value is that interest and not the
underlying property. Guidance on determining the fair value of a
property interest is set out for the fair value model in paragraphs
46-65. That guidance is also relevant to the determination of fair
value when that value is used as cost for initial recognition

purposes.

One or more investment properties may be acquired in exchange

Paras 37-39
were added
dueto the
changein
measureme
nt of asset
exchange
transactions
in

IPSAS 17.

38.

for a non-monetary asset or assets, or a combination of monetary
and non-monetary assets. The following discussion refers to an
exchange of one non-monetary asset for another, but it also
applies to all the exchanges described in the preceding sentence.
The cost of such an investment property is measured at fair value
unless (a) the exchange transaction lacks commercial substance
or (b) the fair value of neither the asset received nor the asset
given up is reliably measurable. The acquired asset is measured
in this way even if an entity cannot immediately derecognize the
asset given up. If the acquired item is not measured at fair value,
its cost is measured at the carrying amount of the asset given up.

An_ entity determines whether an exchange transaction has

Staff are
concerned
about the
applicability
of “post-tax”
cash flows
used by IASB

to public
Sector.

commercia substance by considering the extent to which its
future cash flows or service potentia is expected to change as a
result of the transaction. An exchange transaction has
commercia substanceif:

(a) _the configuration (risk, timing and amount) of the cash
flows or service potentia of the asset received differs from
the configuration of the cash flows or service potential of
the asset transferred; or

(b) the entity-specific value of the portion of the entity’s
operations affected by the transaction changes as a result of
exchange; and

(c) the difference in (a) or (b) is significant relative to the fair
value of the assets exchanged.

For the purpose of determining whether an exchange transaction

- S-16-Hvestment-Property
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portion of the entity’s operations affected by the transaction
shall reflect post-tax cash flows. The result of these analyses
may be clear without an entity’s having to perform detailed
calculations.

39. The far value of an asset for which comparable market
transactions do not exist is reliably measurable if (a) the
variability in the range of reasonable fair value estimates is not
significant for that asset or (b) the probabilities of the various
estimates within the range can be reasonably assessed and used
in estimating fair value. If the entity is able to determine reliably
the fair value of either the asset received or the asset given up,
then the fair value of the asset given up is used to measure the
cost unless the fair value of the asset received is more clearly
evident.

This
section was
deleted by
IASB. The
recognition
principlein
para 21

now applies
to both

initial and
subsequent
costs. The
related
content is
now located

in paras 24-
26.
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fition. lo_of_this miaht_be.tl :

Recognition
Accounting Policy

3240. With the exception noted in paragraphs 41 and 47, Aan entity
should_shall choose as its accounting policy either the fair
value model in paragraphs3546 to 5768 or the cost model in
paragraph 5869—as-its—accounting—policy and sheuld_shall
apply that policy to all of itsinvestment property.

[nvestment property linked to liabilities

41. An entity may:

Poras AL (a) choose either the fair value model or the cost model
I for all investment property backing liabilities that pay
w areturn linked directly to the fair value of, or returns
upon issuing from, specified assets including that investment
IFRS 4 property: and
Insurance
Contracts. (b) choose either the fair value model or the cost model
for_all other investment property, regardiess of the
choice madein (a).
42. Some insurers and other entities operate an internal property
fund that issues notional units, with some units held by investors
in linked contracts and others held by the entity. Paragraph 41
does not permit an entity to measure the property held by the
fund partly at cost and partly at fair value.
Plsnote 43. If an entity chooses different models for the two categories
% q described in paragraph 41, sales of investment property between
ed) rather pools of assets measured using different models shall be
than recognized at fair value and the cumulative change in fair value
“deemed shall be recognized in surplus or deficit. Accordingly, if an
w investment property is sold from a pool in which the fair value
usedas model is used into a pool in which the cost model is used, the
thereis no property’s fair value at the date of the sale becomes its cost.
“deem
cost”
notionin
IPSASs. HPSAS 16-Hhvestment Property
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3344. International Public Sector Accounting Standard IPSAS 3 Net

Surplus-or-Deficitfor-the-Peried; Accounting Policies, Changes
in Accounting Estimates and Funrdamental Errors and-Changes

H—Accounting—Policies—states that a voluntary change in
accounting policy sheuld shall be made only if the change will
result in a more appropriate presentation of events—or
transactions, other events or conditions in the entity’s financial
statements-ef-the-entity. It ishighly unlikely that a change from
the fair value model to the cost model will result in a more
appropriate presentation.

3445. This Standard requires all entities to determine the fair value of
investment property for the purpose of either measurement (if
the entity uses the fair value model) or disclosure (if it uses the
cost model). An entity is encouraged, but not required, to
determine the fair value of investment property on the basis of a
valuation by an independent valuer who holds a recognized and
relevant professional qualification and who has recent
experience in the location and category of the investment
property being valued.

Fair Value M odel

3546. After initial recognition, an entity that chooses the fair value
model shoeuld shall measure all of its investment property at its
fair value, except in the exeeptional—cases described in

w paragraph 5566.

to the new

requirement | 47. When a property interest held by a lessee under an operating
regarding lease is classfied as an _investment property under
property paragraph 9, paragraph 40 is not € ective; the fair value model
interests .

under an shall be applied.

Ioeagea?nn 3648. A gain or loss arising from a change in the fair value of
gurritm investment property sheuld__shall be included in—net

surplus/deficit for the period in which it arises.

3749. The fair value of investment property is the price at which the
property could be exchanged between knowledgeable, willing

partles In an arm’'s Ienqth transactlon (see paraqraph 8) Hgdal-l-y
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value specifically excludes an estimated price inflated or
deflated by special terms or circumstances such as atypical
financing, sde and leaseback arrangements, special
considerations or concessions granted by anyone associated with
the sale.

An entity determines fair value without any deduction for
transaction costs that-—the-entity it may incur on sale or other
disposal.

The fair value of investment property should_shall reflect the
actual market state-and-chreumstances-as-of conditions at the

reporting date-het-as-of-either-a-past-or-future-date.

TFhe-estimatedfFair value is time--specific as of a given date.
Because markets—and—market conditions may change, the
estimated-value amount reported as fair value may be incorrect
or inappropriate if estimated at as of another time. The
definition of fair value also assumes simultaneous exchange and
completion of the contract for sale without any variation in price
that might be made in an arm’s length transaction between
knowledgeable, willing parties if exchange and completion are
not simultaneous.

The fair value of investment property reflects, among other
things, rental revenue from current leases and reasonable and
supportable assumptions that represent the—market's—view—of
what knowledgeable, willing parties would assume about rental
revenue from future leases in the light of current market
conditions. It also reflects, on asimilar basis, any cash outflows
(including rental payments and other outflows) that could be
expected in respect of the property. Some of those outflows are
reflected in the liability whereas others relate to outflows that
are not recognized in the financia statements until a later date
(eg periodic payments such as contingent rents).

Paragraph 35 specifies the basis for initial recognition of the

This parawas
added by the
IASB to

clarify the
measurement
regarding
property
interest held
under an
operating
lease.

I~

cost of an interest in a leased property. Paragraph 46 requires
the interest in the |eased property to be remeasured, if necessary,
to fair value. In alease negotiated at market rates, the fair value
of an interest in a leased property at acquisition, net of all
expected |lease payments (including those relating to recognized
liabilities), should be zero. This fair value does not change
regardless of whether, for accounting purpose, aleased asset and
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liability are recognized at fair value or at the present value of
minimum lease payments, in accordance with paragraph 30 of
IPSAS 13. Thus, remeasuring a leased asset from cost in
accordance with paragraph 35 to fair value in accordance with
paragraph 46 should not give rise to any initial gain or 10ss,
unless fair value is measured at different times. This could occur
when an election to apply the fair value model is made after
initial recognition.

4255. The definition of fair value refers to “knowledgeable, willing
parties’. In this context, “knowledgeable” means that both the
willing buyer and the willing seller are reasonably informed
about the nature and characteristics of the investment property,
its actual and potential uses, and thestate—ofthe market
conditions as-ef at the reporting date.

43—A willing buyer is motivated, but not compelled, to buy. This
buyer IS nerther over- eager nor determi ned to buy at any prrce

assumed buyer Would not pay a hlgher prlce than the a market
comprising knowledgeable, willing buyers and sellers would

requires.  The present owner of an investment property is
included among those who congtitute the market.

4456. A willing seller is neither an over-eager nor a forced seller,
prepared to sell at any price, nor one prepared to hold out for a
price not considered reasonable in the-current market_conditions. |
The willing seller is motivated to sell the investment property at

market terms for the best price obtainable-tr-the-open-market
after proper marketing, whatever that price may be. The factua

circumstances of the actual investment property owner are not a
part of this consideration because the willing seller is a
hypothetical owner_(eg a willing seller would not take into
account the particular tax circumstances of the actual investment
property owner).
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4657. The definition of fair value refers to an arm’s length transaction.
An arm'’s length transaction is one between parties who do not
have a particular or special relationship that makes prices of
transactions uncharacteristic of the—market_condition. The |
transaction is presumed to be between unrelated parties, each
acting independently.

4758. The best evidence of fair value is rermally—given by current ‘
prices en-in an active market for similar property in the same
location and condition and subject to similar lease and other
contracts. An entity takes care to identify any differencesin the
nature, location or condition of the property, or in the
contractual terms of the leases and other contracts relating to the

property.

4859. In the absence of current prices en_in an active market of the
kind described in paragraph 4458, an entity considers
information from avariety of sources, including:

@ current prices eA_in an active market for properties of |
different nature, condition or location (or subject to
different lease or other contracts), adjusted to reflect
those differences;

(b) recent prices of similar properties on less active |
markets, with adjustments to reflect any changes in
economic conditions since the date of the transactions
that occurred at those prices; and

(c) discounted cash flow projections based on reliable
estimates of future cash flows, supported by the terms
of any existing lease and other contracts and (where
when possible) by external evidence such as current
market rents for similar properties in the same location
and condition, and using discount rates that reflect
current market assessments of the uncertainty in the
amount and timing of the cash flows.

4960. In some cases, the various sources listed in the previous
paragraph may suggest different conclusions aste about the fair
value of an investment property. An entity considers the reasons
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for those differences, in order to arrive at the most reliable

estimate of fair value within a relatively—narrow range of
reasonable fair value estimates.

In exceptional cases, there is clear evidence when an entity first
acquires an investment property (or when an existing property
first becomes an investment property following the completion
of construction or development, or after a change in use) that the
variability in the range of reasonable fair value estimates will be
so great, and the probabilities of the various outcomes will be so
difficult to assess, that the usefulness of a single estimate of fair
value is negated. This may indicate that the fair value of the
property will not be determinable reliably on a continuing basis
(see paragraph 5566).

Fair value differs from value in use, as defined in Haternational

Acecounting-Standard+AS36;_IPSAS XX Impairment of Cash-

generating Assets'. Fair value reflects knowledge and estimates
of participants-inthe market,as-well-asfactors that-are relevant
to-market-participants-n-general_knowledgeable, willing buyers
and sellers.  In contrast, value in use reflects the entity’s
knowledge-and estimates, as-wel-as-entity-spectfic including the
effects of factors that may be specific to the entity and that-are
not applicable to entities in general. For example, fair value
does not reflect any_of the following factors to the extent that
they would not be generally available to knowledgeable, willing
buyers and sellers:

@ additional value derived from the creation of a portfolio
of propertiesin different locations,

(b) synergies between investment property and other assets;

(c) legal rights or legal restrictions that are specific only to
the current owner; and

(d) tax benefits or tax burdens that are specific to the
current owner.

L1AS 36, Impairment of Assets, defines value in use as “the present value of estimated
future cash flows expected to arise from the continuing use of an asset and from its
disposal at the end of itslife” The PSC is currently developing a Standard on impairment

of assets.

The PSC has issued an lavitation—to—Cemment Exposure Draft (FFCED)

Impairment of Assets (issued JulySeptember 20002003). Responses received on this
FCED will assist the PSC in developing an International Public Sector Accounting

Standard on the impairment of assets.
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In determining the fair value of investment property, an entity
aveids does not double--countirg-ef assets or liabilities that are
recognized H-the-statement—offinancialpesition as separate

assets or liabilities. For example:

@ equipment such as elevators or air-conditioning is often
an integral part of a building and is generally included
in the fair value of the investment property, rather than
being recognized separately as property, plant and
equipment.;

(b) if an office is leased on a furnished basis, the fair value
of the office generally includes the fair value of the
furniture, because the rental revenue relates to the
furnished office. When furniture is included in the fair
value of investment property, an entity does not
recognize that furniture as a separate asset.;-and

(c) the fair value of investment property excludes prepaid
or accrued operating lease revenue, as because the
entity recognizesit as a separate liability or asset.

(d) the fair value of investment property held under alease
reflects expected cash flows (including contingent rent
that is expected to become payable). Accordingly, if a
valuation obtained for a property is net of all payments
expected to be made, it will be necessary to add back
any recognized liability, to arrive at the fair value of the
Investment property for accounting purpose.

The fair value of investment property does not reflect future
capital expenditure that will improve or enhance the property
and does not reflect the related future benefits from this future
expenditure.

In some cases, an entity expects that the present value of its
payments relating to an investment property (other than
payments relating to recognized finaneial liabilities) will exceed
the present value of the related cash rece|pts Gu+e|anee—en

Iee—feunel—m—AeeeunHﬂgétandards—en— An entltv applles

IPSAS 19 Provisions, Contingent Liabilities and Contingent
Assets to determine whether to recognize a liability and, if so,
how to measure it.
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I nability to MeasureDeter mine Fair Value Reliably

5566. Thereisa rebuttable presumption that an entity wil-be-ableto
can reliably determine the fair value of an investment property
reliably on a continuing basis. However, in exceptional cases,
there is clear evidence when an entity first acquires an
investment property (or when an existing property first
becomes investment property following the completion of
construction or development, or after a change in use) that the
entity-wit-netbe—able-to—determine-the fair value of the
investment property__is _not reliably determinable _on a
continuing basis. This arises when, and only when,
comparable market transactions are infrequent and
alternative reliable estimates of fair value (for example, based |
on discounted cash flow projections) are not available. In
such cases, an entity sheuld_shall measure that investment
property using the benchmark—treatment_cost model in
|PSAS 17 Property, Plant and Equipment. Theresidual value
of the investment property shoutd shall be assumed to be zero.
The entity should-continue-to shall apply IPSAS 17 until the
disposal of the investment property.

5667. In the exceptional cases when an entity is compelled, for the |
reason given in the previous paragraph, to measure an
investment property using the cost model in accordance the

IPSAS 17—benchmark—treatment (being—the —cost—model—as
explained-Hhr-paragraph-58-below), the-entity it measures all its

other investment property at fair value._In these cases, although
an entity may use the cost model for one investment property,
the entity shall continue to account for each of the remaining
properties using the fair value model.

5768. If an entity has previously measured an investment property at
fair value, the-entity it sheuld shall continue to measure the
property at fair value until disposal (or until the property
becomes owner-occupied property or the entity begins to
develop the property for subsequent sale in the ordinary course
of operations) even if comparable market transactions become
less frequent or market prices become lessreadily available.

Cost M oddl

5869. After initial recognition, an entity that chooses the cost model
should_shall measure all of its investment property usiag-the
benchmark—treatment—in__accordance with IPSAS17's
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Property—Plant-and-Equiprment_reguirements for that model

. other than those that meet the criteria to be classified as held
:‘ipam—hé"gd for sale (or are included in a disposal group that is classified
% as held for sale) in accordance with I|PSAS XX Non-current
changes made Aseets Held for Sale and Dlscontlnued Operatlonsrthat—ls—at

by the IASB Y3 -2
upon Issuing \meeﬁmem—lesaes | nvestment propertlesthat meet the criteria

%t to be classfied as held for sale (or are included in a disposal
of IERS5. group that is classified as held for sale) shall be measured in

accordance with that | PSAS.

Transfers

5970. Transfers to, or from, investment property sheutd_shall be |
made when, and only when, there is a change in use,
evidenced by:

€)] commencement of owner-occupation, for a transfer
from investment property to owner-occupied property;

(b) commencement of development with a view to sale,
for atransfer from investment property to inventories,

(c) end of owner-occupation, for a transfer from owner-
occupied property to investment property;

(d) commencement of an operating lease (on a
commercial basis) to another party, for a transfer
from inventories to investment property; or

(e) end of construction or development, for a transfer
from property in the course of construction or
development (covered by IPSAS17 Property, Plant
and Equipment) to investment property.

6071. A government’s use of property may change over time. For |
example, a government may decide to occupy a building
currently used as an investment property or to convert abuilding
currently used as naval quarters or for administrative purposes
into a hotel and to let that building to private sector operators.
In the former case, the building would be accounted for as an
investment property until commencement of occupation. In the
latter case, the building would be accounted for as property,
plant and equipment until its occupation ceased and it is
reclassified as an investment property.
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6172. Paragraph 5970(b) above requires an entity to transfer a |
property from investment property to inventories when, and only
when, there is a change in use, evidenced by commencement of
development with a view to sale. When an entity decides to
dispose of an investment property without development, the
entity it continues to treat the property as an investment property
until it is derecognized (eliminated from the statement of
financial position) and does not treat it as inventory. Similarly,
if an entity begins to redevelop an existing investment property
for continued future use as investment property, it_the property |
remains an investment property and is not reclassified as owner-
occupied property during the redevel opment.

6273. A government property department may regularly review its |
buildings to determine whether they are meeting its
requirements, and as part of that process may identify, and hold,
certain buildings for sale. In this situation, the building may be
considered inventory. However, if the government decided to
hold the building for its ability to generate rent revenue and its
capital appreciation potential it would be reclassified as an
investment property on commencement of any subsequent
operating lease.

6374. Paragraphs 6475 to 6980 deal-with apply to recognition and
measurement issues that apply arise when an entity uses the fair
value model for investment property. When an entity uses the
cost model, transfers between investment property, owner-
occupied property and inventories do not change the carrying

Plsniogleirs amount of the property transferred and they do not change the
uivalen .

%m B cost of that property for measurement or disclosure purposes.
uses“deemed | . . .

cost” . Staff 5475.  For a transfer from investment property carried at fair value
retain “cost” to owner-occupied property or inventories, the property’s cost
dueto the for subsequent accounting under__in__accordance with
%ﬂn IPSAS17 Property, Plant and Equipment or |IPSAS12
notionin___ Inventories sheuld_shall be its fair value at the date of change
|IPSASs. In use.

6576. If an owner-occupied property becomes an investment
property that will be carried at fair value, an entity-shouid
shall apply IPSAS 17 Property, Plant and Equipment up to the
date of change in use. The entity—sheuld_shall treat any
difference at that date between the carrying amount of the
property-under_in accordance with IPSAS 17 and its fair value |
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in the same way as a revaluation urder_in_accordance with

IPSAS 17.

6677. Up to the date when an owner-occupied property becomes an
investment property carried at fair value, an entity continues to
depreciate the property and to recognize any impairment losses
that have occurred. The entity treats any difference at that date
between the carrying amount of the property under_in
accordance with IPSAS 17 and its fair value in the same way as
a revaluation dnder_in accordance with IPSAS 17. Fhis-means
that_|n other words:

@ any resulting decrease in the carrying amount of the
property is recognized in nret-surplust or deficitfor-the

period.

However, to the extent that an amount is

included in revaluation surplus for that property, the
decrease is charged against that revaluation surplus;

and.

(b) any resulting increase in the carrying amount is treated
asfollows:

(i)

(i1)

to the extent that the increase reverses a
previous impairment loss for that property, the
increase is recognized in Aet-surplus_or deficit
for-theperiod. The amount recognized in net
surplust_or deficit for—the—period—does not
exceed the amount needed to restore the
carrying amount to the carrying amount that
would have been determined (net of
depreciation) had no impairment loss been
recogni zed;-and.

any remaining part of the increase is credited
directly to equity under—the-heading—of— in
revaluation surplus. On subsequent disposal
of the investment property, the revauation
surplus included in equity may be transferred
to accumulated surpluses or deficits. The
transfer from revaluation surplus to
accumulated surpluses or deficits is not made

through the statement of financial performance

surplus or deficit.
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For a transfer from inventories to investment property that
will be carried at fair value, any difference between the fair
value of the property at that date and its previous carrying
amount sheuld_shall be recognized in net surplus_or_deficit

forthe period.

The treatment of transfers from inventories to investment
property that will be carried at fair value is consistent with the
treatment of sales of inventories.

When an entity completes the construction or development of
a self-congtructed investment property that will be carried at
fair value, any difference between the fair value of the
property at that date and its previous carrying amount sheuld
shall be recognized in-aet surplust or_deficit fortheperiod.

Disposals

7081.

82,

83.

An invesment property sheuld__shall be derecognized
(eliminated from the statement of financial position) on
disposal or when the investment property is permanently
withdrawn from use and no future economic benefits or
service potential are expected from its disposal.

The disposal of an investment property may eeeur_be achieved
by sale or by entering into a finance lease. In determining the
date of disposal for investment property, an entity applies the
criteria in IPSAS 9 Revenue from Exchange Transactions for
recognizing revenue from the sale of goods and considers the
related guidance in the Appendix to IPSAS 9. IPSAS 13 applies
on a disposa by entering into a finance lease or by a sale and
|easeback.

If, in accordance with the recognition principle in paragraph 21,

Para 83 was
added dueto
the
recognition
principlein
para 21 now
applies to both
initial and
subsequent

costs.

an entity recognizes in the carrying amount of an asset the cost
of a replacement for part of an investment property, it
derecognizes the carrying amount of the replaced part. For
investment property accounted for using the cost model, a
replaced part may not be a part that was depreciated separately.
If it is not practicable for an entity to determine the carrying
amount of the replaced part, it may use the cost of the
replacement as an indication of what the cost of the replaced part
was at the time it was acquired or constructed. Under the fair
value model, the fair value of the investment property may
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aready reflect that the part to be replaced has lost its value. In
other cases it may be difficult to discern how much fair value
should be reduced for the part being replaced. An aternative to
reducing fair value for the replaced part, when it is not practica
to do so, isto include the cost of the replacement in the carrying
amount of the asset and then to reassess the fair value, as would
be required for additions not involving replacement.

#284. Gains or losses arising from the retirement or disposal of
investment property—shoutd _shall be determined as the
Pis note, IASB difference between the net disposal proceeds and the carrying
does not allow amount of the asset_and shall be recognized in_surplus or
%@\S deficit (unless |PSAS 13 Leases requires otherwise on a sale
revenues. Staff and leaseback) in the period of the retirement or disposal. For
retain the the purposes of display in the financial statements, the gain or
previous version loss should be included in the statement of financial
because of the performance as an item of revenue or expense as appropnate
absence of
“income” notion A ; & Ao
in IPSASs
#385. The consideration receivable on disposa of an investment

property is recognized initialy at fair value.

In particular, if
payment for an investment property is deferred, the
consideration received is recognized initially at the cash price
equivalent. The difference between the nominal amount of the
consideration and the cash price equivalent is recognized as
interest revenue under_in accordance with IPSAS9 en-a-time

propertion—basis—that—takes—nto—aceount—using the effective
interest methodyield-on-thereceivable.

86. An entity applies IPSAS 19 Provisions, Contingent Liabilities
and Contingent Assets or other Standards, as appropriate, to any

{Guidance—on—accounting-forliabilities-sueh-as-those-that the

Paras 87-88 enH{y |t retains after disposal of an mvestment propertymay—be
were added. Accod .
to deal with aneLGenHﬂgem—HaleHmes)
compensati
w ;;ntia 87. Compensation from third parties for investment property that
for assets was impaired, lost or given up shall be recognized in surplus
impaired, or deficit when the compensation becomes receivable. Consistent
lost or with
grven up. 88. | mpairments or losses of investment property, related claims for | | Proposed
or payments of compensation from third parties and any f”d‘):%
subsequent purchase or construction of replacement assets are | |1, ', AI)—S 36
staff have
HPSAS 16-Hhvestment Property updated
Item 12.6 Marked-up |PSASs subpara (a).
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separate economic events and are accounted for separately as
follows:

(a) impairments of investment property are recognized in
accordance with IPSAS XX Impairments of Cash-
generating Assets;

(b) retirements or disposals of investment property are
recognized in accordance with paragraphs 81-86 of this
Standard;

(c) compensation from third parties for investment property

that was impaired, lost or given up is recognized in
surplus or deficit when it becomes receivable; and

(d) the cost of assets restored, purchased or constructed as
replacements is determined in accordance with
paragraphs 27-39 of this Standard.

Disclosure

Fair Value Modd and Cost M odel

#489. The disclosures set—eut—below apply in addition to those in
IPSAS 13. Under In accordance with IPSAS 13, the owner of
an investment property ghves provides a-lessors's disclosures
about eperating—leases into which it has entered. Under
HPSAS13-aAn entity that holds an investment property under a
finance lease or operating lease ghvesprovides a—lessees's
disclosures about—that for finance leases and a—lessors's
disclosures abeutfor any operating leases into which that the

entity it has granted entered.
7590. An entity shoutd shall disclose:

(a) whether it applies the fair value or the cost model.

(b) if it appliesthe fair value model, whether, and in what
circumstances, property interests  held under
operating leases are classified and accounted for as
investment property.

(ac) when classification is difficult (see paragraph 1619),
the criteria developed—by—the—entity it uses to

distinguish investment property from owner-occupied
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property and from property held for sale in the
ordinary course of operations;.

(bd) the methods and significant assumptions applied in
determining the fair value of investment property,
including a statement whether the determination of
fair value was supported by market evidence or was
more heavily based on other factors (which the entity
shoeuld_shall disclose) because of the nature of the
property and lack of comparable market data;.

(ce) the extent to which the fair value of investment
property (as measured or disclosed in the financial
statements) is based on a valuation by an independent
valuer who holds a recognized and relevant
professional qualification and whe—has recent |
experience in the location and category of the
Investment property being valued. If there has been
no such valuation, that fact-sheuld shall be disclosed;.

(df) the amounts Haeluded_recognized in the-statement-—of

firaneialperformanee surplus or deficit for:
(1) rental revenue from investment property;
(i) direct operating expenses (including repairs

and maintenance) arising from investment
property that generated rental revenue
during the period;-and

(iii) {H)——direct operating expenses (including
repairs and maintenance) arisng from

investment property that did not generate

W rental revenue during the period; and
:g\su%p— ?,EESA (iv) the cumulative change in fair value
Insurance recognized in surplus or deficit on a sale of
Contracts. investment property from a pool of assets in
which the cost moddl is used into a pool in

which the fair value modd is used (see
paragraph 43)

(eq) the existence and amounts of restrictions on the
realizability of investment property or the remittance
of revenue and proceeds of disposal;-and.
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(£h) material—contractual obligations to purchase,
construct or develop investment property or for
repairs, maintenance or enhancements.

Fair Value M odel

#691. In addition to the disclosures required by paragraph 7590, an
entity that applies the fair value model in paragraphs 3546 to

5768 should_shall alse disclose a reconciliation-ef_between the

carrying amounts of investment property at the beginning and

end of the period, showing the following—{comparative

- o ired):

@ additions, disclosing separately those additions
resulting from acquisitions and those resulting from
capitatized-subsequent expenditure_recognized in the
carrying amount of an asset;

(b) additions resulting from acquisitions through entity
combinations;

Subpara (c)

has been (c) assets classified as held for sale or included in a

amended to disposal group classfied as held for sale in

% de accordance with 1PSAS XX Non-current Assets Held

—g—bxthemSB For Sale and Discontinued Operations and other

upon issuing disposals;

IFRS5 and

the proposed (d) net gains or losses from fair value adjustments;

endorsement

?Egsogcﬁ) (e the net exchange differences arisng on the

o trandation of the financial statements efa-foreign
entity into a different presentation currency, and on
trandation of a foreign operation into the
presentation currency of the reporting entity;

()] transfersto and from inventories and owner-occupied
property; and

(o)) other-mevements changes.

92. When a valuation obtained for investment property is adjusted
significantly for the purpose of the financial statements, for
Para 92 was example to avoid double-counting of assets or liabilities that
added due are recognized as separate assets and liabilities as described in
;%i‘t?on o paragraph 63, the entity shall disclose a reconciliation between
examplein
- S-16-Hvestment-Property
a2 [12.6 Marked-up IPSASs
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the valuation obtained and the adjusted valuation included in
the financial statements, showing separately the aggregate
amount of any recognized lease obligations that have been
added back, and any other significant adjustments.

F793. In the exceptional casesreferred to in paragraph 66, when an
entity measures investment property using the benchmark
treatment_cost model in IPSAS17 Property, Plant and
Equipment (because of the lack of a reliable fair value, see
paragraph-55—above), the reconciliation required by the
previous-paragraph_91 sheuld shall disclose amounts relating
to that investment property separately from amounts relating
to other investment property. In addition, an entity sheuld

shall disclose:
@ a description of the investment property;
(b) an explanation of why fair value cannot be

determined reliably-measured;

(c) if possible, the range of estimates within which fair
valueishighly likely to lie; and

(d) on disposal of investment property not carried at fair
value:

(i) the fact that the entity has disposed of
Investment property not carried at fair value;

(i) the carrying amount of that investment
property at the time of sale; and

(i) the amount of gain or loss recognized.

Cost M oddl

#894. In addition to the disclosures required by paragraph 7590, an
entity that applies the cost model in paragraph 5869 sheuld
shall alse disclose:

@ the depreciation methods used;
(b) the useful lives or the depreciation rates used,;

(c) the gross carrying amount and the accumulated
depreciation  (aggregated  with  accumulated
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impairment losses) at the beginning and end of the
period;

a reconciliation of the carrying amount of investment
property at the beginning and end of the period,

showing the following—{cemparative—tnfermation—s
not required):

(1) additions, disclosing separately those
additions resulting from acquisitions and

those resulting from eapialized-subsequent
expenditure recognized as an asset;

(i) additions resulting from acquisitions
through entity combinations;
(iii) assets _classified as held for sale or included

in_a disposal group classified as held for sale
in_accordance with IPSAS XX Non-current
Assets Held for Sale and Discontinued
Operations and other disposals;

(iv) depreciation;

(v) the amount of impairment losses recognized,
and the amount of impairment losses
reversed, during the period_in_accordance
with IPSAS XX Impairments of Cash-
generating Assets;

(i) the net exchange differences arisng on the
trandation of the financial statements ef-a
foretign—entity_into _a different presentation
currency, and on trandation of a foreign
operation into the presentation currency of
the reporting entity;

(vii) transfersto and from inventories and owner-
occupied property; and

(vili)  other-mevements changes; and

the fair value of investment property. In the
exceptional cases described in paragraph 5566, when
an entity cannot determine the fair value of the
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investment property reliably, the entity sheuld_shall
disclose:

(1) a description of the investment property;

(i) an explanation of why fair value cannot be
determined reliably; and

(i) If possible, the range of estimates within
which fair valueis highly likely to lie.

Transitional Provisions
Initial Adoption of Accrual Accounting

7995,

8096.

8197.

Where, on adoption of the accrual basis of accounting for the
first time, an entity initially recognizes investment property on
adoption of this Standard, the entity sheuld_shall report the
effect of the initial recognition of investment property as an
adjustment to the opening balance of accumulated surpluses
or deficitsfor the period in which the Standard isfirst adopted.

An entity that adopts accrual accounting for the first time in
accordance with International Public Sector Accounting
Standards may initially recognize investment property at cost
or fair value. For investment properties that were acquired at
no cost, or for a nominal cost, cost is the investment property’s
fair value as at the date of acquisition.

When initially adopting this Standard, an entity may control
investment property that it has not previously recognized. This
Standard allows entities to initialy recognize investment
property at cost or fair value. Where assets are initialy
recognized at cost and were acquired at no cost, or for anominal
cost, cost will be determined by reference to the investment
property’s fair value as at the date of acquisition. Where the
cost of acquisition of an investment property is not known, its
cost may be estimated by reference to its fair value as at the date
of acquisition.

Fair Value Mode

8208.

Under the fair value model, an entity-sheuld shall report the
effect of-adepting_applying this Standard on its effective date
(or earlier) as an adjustment to the opening balance of
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accumulated surpluses or deficits for the period in which the
Standard isfirst adepted_applied. In addition:

€)] if the entity has previoudy disclosed publicly (in
financial statements or otherwise) the fair value of its
investment property in earlier periods (determined on
a basis that satisfies the definition of fair value in
paragraph 68 and the guidance in paragraphs 3749
to 5465), the entity is encouraged, but not required;

te:

(1) to adjust the opening balance of
accumulated surpluses or deficits for the
earliest period presented for which such fair
value was disclosed publicly; and

(i) to restate comparative information for those |

periods; and

(b) if the entity has not previoudly disclosed publicly the
information described in (a), the-entity it should shall
not restate comparative information and sheuld shall
disclose that fact.

An entity that has previously applied | PSAS 16 and € ects for

83100.

HPSAS 16-Hhvestment Property
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the first time to classify and account for some or all €ligible
property interests held under operating leases as investment
property shall recognize the effect of that election as an
adjustment to the opening balance of accumulated surpluses
or deficits for the period in which the election is first made. In
addition, it shall make the same disclosures for those property
interests as required in paragraph 98.

On the initial application of this Standard an entity may choose
to apply the fair value model in respect of investment property
already recognized in its financial statements. When this occurs,
this Standard requires any adjustment to the carrying amount of
the investment property to be taken to accumulated surplus or
deficit for the period in which the Standard isfirst applied. This
Standard requi res a dlfferent treatment from thngenehmaFIeand

hat re_qw red undeF_by IPSAS 3

I PSAS 3 reqw res comparatlve

The minor
change
made here
was due to
the
elimination
of allowed
dternative

in proposed
IPSASS.

|nformat|on to be r&stated ébenehmarletrea&ment)—er—addmenal
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disclosed (dlowed alternative treatment) unless it is such
restatement is impracticableto-do-so.

84101. When an entity first adepts applies this Standard, the adjustment
to the opening balance of accumulated surpluses or deficits
includes the reclassification of any amount held in revaluation
surplus for investment property.

Cost M oddl

85102. Prior to initial adoption of this Standard an entity may recognize |
its investment property on a basis other than cost, for example
fair value or some other measurement basis. |PSAS 3 appliesto
any change in accounting policies that eeedrs is made when an
entity first adepts applies this Standard and chooses to use the
cost model. The effect of the change in accounting policies
includes the reclassification of any amount held in revaluation
surplus for investment property.

103. The requirements of paragraphs 37-39 regarding the initial
measurement of an investment property acquired in an
exchange of assets transaction shall be applied prospectively
only to future transactions.

Effective Date

86104. An_entity shall apply Fthis International Public Sector
Accounting Standard becomes-etfective-for annual financial
statements covering periods beginning on or after
1 January 20032009. Earlier application is encouraged. If an
entity applies this Standard for_a periods beginning before
1 January 20032009, it sheuld_shall disclose that fact.

87105. When an entity adopts the accrua basis of accounting, as
defined by International Public Sector Accounting Standards,
for financial reporting purposes, subsequent to this effective
date, this Standard applies to the entity’s annual financial
statements covering periods beginning on or after the date of
adoption.
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IAS 40. The purpose of the following decision tree is to summarize which
However International Public Sector Accounting Standards apply to various kinds
gventhatit | of property. This Appendix should be read in the context of the full
is helpful
standards.
for reader
to
understand Start
the
relationship
between Isthe property
these : Yes .
pr— held for sdlein the »|  UseIPSAS 12 Inventories
Standards. ordinary course
It has been of business?
updated
o No o
retained Use IPSAS 17 Property, Plant
reanes. Is the property Yes - and Equipment
owner-occupied? 71 (benchmark cost or alowed
alternative revaluation model)
No
Is the property Yes UseIPSAS 17 P_roperty, Plant and
being constructed > Equipment
or developed? (benchmarkcost or-allowed
alternative revaluation model until
No r bunlp:ai ui"l)
The property isan
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Comparison with IAS 40

International Public  Sector Accounting Standard [PSAS 16
Investment Property is drawn primarily from International
Accounting Standard 1AS 40 (20002003), Investment Property. The |
main differences between IPSAS 16 and IAS 40 are as follows:

* IPSAS 16 requires that investment property initially be measured
at cost and specifies that where an asset is acquired for no cost or
for a nominal cost,—Hs-eestis its fair value as at the date of
acquigition_is deemed to its cost. IAS40 requires investment
property to beinitially measured at cost.

e There is additiona commentary to make clear that IPSAS 16
does not apply to property held to deliver a socia service which
also generates cash inflows. Such property is accounted for in

This
difference no
longer exists
because there
isagenera
recognition
principle for
initial costs
and
subsequent
expenditures.

accordance with IPSAS 17 Property, Plant and Equipment.

* IPSAS 16 includes additional transitional provisons which
specify that when an entity adopts the accrual basis of accounting
for the first time and recognizes investment property that was
previously unrecognized, the adjustment should be reported in
the opening balance of accumulated surpluses or deficits. The

This

difference no
longer exists
as Staff have
amended the

scope
exclusionin

para 5.

transitional provisions aso allow entities to recognize investment
property at fair value on first adopting this Standard.
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e Commentary additional to that in IAS 40 has been included in
IPSAS16 to clarify the applicability of the standards to
accounting by public sector entities.

 IPSAS 16 uses different terminology, in certain instances, from
IAS40. The most significant examples are the use of the terms
“entity—"“revenue”, “statement of financial performance” and |
“statement of financial position” in IPSAS 16. The equivaent
terms in I1AS 40 are “enterprise’—“income”, “income statement” | |
and “balance sheet”.
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