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To:   IAESB CAG 

From:  Ian Carruthers 

Chair, International Public Sector Accounting Standards Board (IPSASB) 

 

International Public Sector Accounting Standards Board (IPSASB) –2018 Progress Report  

Note from IPSASB Chairman 

I am pleased to report on the achievements of the IPSASB in my third year as IPSASB Chair and to consider the 

challenges facing the Board. I look forward to my second term as Chair, which commences on January 1st, 2019.  

As I noted in the 2017 update to Council there is a predicted trend toward significantly increasing global adoption of 

accrual accounting in the short to medium term. This trend has been confirmed by the Public Sector Accountability 

Index, developed by IFAC jointly with CIPFA and the Zurich University of Applied Science, which projects the number 

of jurisdictions reporting on the accrual basis will more than double in the five year period to 2023. In 2023 almost two-

thirds of jurisdictions for which data is available are projected to have adopted or implemented accrual reporting. Many 

of the new accrual adopters are using IPSAS either directly or indirectly. 

This rapid change is highly encouraging, but also challenging, as jurisdictions look for support in implementation. There 

is also a continuing need to ensure that accrual reporting is seen to play a key role in Public Financial Management: 

one of the themes in the proposed 2019-2023 Strategy and Work Plan responds to this. 

Strategy and Work Plan Consultation 

The Consultation Paper (CP), Strategy and Work Plan 2019-2023, was published in early February 2018, following 

approval in December 2017. 

IPSASB proposed an overarching Strategic Objective:  

“Strengthening Public Financial Management (PFM) globally through increasing adoption of accrual-based IPSAS.  

Delivered through two main areas of activity, both of which have a public interest focus: developing IPSAS and other 

high-quality financial reporting guidance for the public sector; and raising awareness of IPSAS and the benefits of 

accrual adoption.”  

To deliver the strategy, IPSASB further defined five strategic themes on which to base its future work program: 

 Setting standards on public sector specific issues,  

 Maintaining IFRS alignment 

 Developing guidance to meet users’ broader financial reporting needs 

 Promoting and IPSAS adoption and implementation globally  

 Advocating the benefits of accrual in strengthening PFM 

The highlight of the first half of 2018 was undoubtedly the four Regional Roundtables that IPSASB organized in 

partnership with key regional partners in order to complement conventional consultation with written responses. This 

was the first time that the IPSASB had held such events. 

The Regional Roundtables were hosted in Addis Ababa by the African Union, in Manila by the Asian Development 

Bank (ADB), in Brasilia by the Ministry of Finance of Brazil, and in Brussels by Accountancy Europe. The feedback 

from constituents was overwhelmingly positive. In total, 384 people from 108 countries participated, representing more 

https://www.ifac.org/news-events/2017-07/new-international-public-sector-financial-accountability-index-stimulate-pfm
https://www.ifac.org/news-events/2017-07/new-international-public-sector-financial-accountability-index-stimulate-pfm
http://www.ifac.org/publications-resources/ipsasb-proposed-strategy-and-work-plan-2019-2023


Agenda Item 10-4 
Page 2 of 6 

 

 

 

than 300 organizations. Constituents appreciated the face-to-face discussions with IPSASB members and staff, and the 

opportunity to share their views on IPSASB’s future priorities.  

The feedback received at the Roundtables has complemented the written submissions that IPSASB has received on 

the proposals. There was strong support for the proposed Strategic Objective, and the Board’s continued focus on 

public sector specific projects. This support, combined with the broad level of engagement with constituents, gives real 

legitimacy to IPSASB’s Strategy and Work Plan. 

The Board is exploring how to embed regular regional engagements into its future outreach program, building on the 

success of the Roundtables and the evidently strong appetite for such activities. The consultation process has also 

enabled IPSASB to strengthen its relations with regional organizations. The African Union Commission, for example, 

accepted an invitation to be an official IPSASB Observer starting with the September meeting. The ADB has had 

Observer status throughout the IPSASB’s existence. 

At the September meeting the Board considered the written responses to the Consultation Paper. These responses 

were generally consistent with the views expressed at the Roundtables, although some respondents did question .the 

rationale for some of the proposed projects and cautioned against over ambition. The IPSASB also acknowledged a 

view that the Strategic Objective should reflect the importance of maintaining current IPSAS as well as developing new 

IPSAS. The IPSASB therefore amended the Strategic Objective accordingly. 

The Board decided to initiate projects on Natural Resources and a Limited Scope Review of the Conceptual Framework 

in the period to 2020.   

The Board also decided that initial research and scoping should be carried out for Discount Rates, Differential 

Reporting, Presentation of Public Sector Financial Statements and Tax Expenditures. The Board acknowledges that it 

needs assistance for this task. The Board will seek research partners on these topics from national standard setters 

and consider including one or more in the active work plan when it carries out a mid-term review of the Work Plan in 

late 2020. 

Acknowledging the views of respondents the IPSASB decided not to proceed with a proposed IFRS-alignment project 

on Segment Reporting.  

The robust consultation process will enable the IPSASB to approve the Strategy and Work Plan 2019-2023 at its 

December 2018 meeting. Over the September-December period the IPSASB will consult with the IPSASB Consultative 

Advisory Group, and discuss the results of the consultations with its oversight body, the Public Interest Committee. 

The IPSASB’s Current Work Plan 

In 2018 the IPSASB has made good progress in delivering on its current work plan, completing a major project on 

Financial Instruments and making key strategic decisions in the projects on Social Benefits, Revenue and Non-

Exchange Expenses. 

The IPSASB published IPSAS 41, Financial Instruments, in August 2018, following its approval at the June 2018 

meeting. IPSAS 41 updates IPSASB’s literature on financial instruments by reflecting IFRS 9, Financial Instruments, 

thereby providing a higher quality, more principles-based standard with a more logical approach to classification and 

measurement, a new forward-looking impairment model and a less rigid hedge accounting framework. 

As I have noted in the last two updates to Council, following publication of its Conceptual Framework in October 2014, 

the lack of authoritative requirements on Social Benefits has been the main gap in the IPSASB’s literature. This 

omission has undoubtedly deterred some jurisdictions from IPSAS adoption. During 2018 the IPSASB has considered 

the responses to Exposure Draft (ED) 63, Social Benefits. ED 63 proposed requirements and guidance for the 

recognition, measurement and disclosure of expenses and liabilities of social benefit programs. Decisions at the June 

meeting, particularly on the key issue of recognition and measurement, and further clarifications of definitions and 

http://www.ifac.org/publications-resources/ipsas-41-financial-instruments
http://www.ifac.org/publications-resources/conceptual-framework-general-purpose-financial-reporting-public-sector-enti-8
http://www.ifac.org/publications-resources/exposure-draft-63-social-benefits
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scope at the September meeting, position the Board to approve a final pronouncement at its December 2018 meeting 

in Kuala Lumpur. 

The Social Benefits project is complemented by a project dealing with Individual Services (such as Healthcare and 

Education, Collective Services (such as Defense, Criminal Justice and Street lighting) and Emergency Relief. The 

Board is also planning to approve an ED of guidance on these issues before the end of the year. 

On Revenue the Board decided at its June meeting to proceed with the Public Sector Performance Obligation (PSPOA) 

approach for appropriate transactions with performance obligations. This responds to a view that the exchange/non-

exchange distinction that has underpinned much of IPSASB’s approach since it issued its first public sector specific 

standards, can be over-theoretical and difficult for preparers. The Board has also decided to replace its current 

standards on exchange revenue transactions and construction contracts with a standard primarily drawn from IFRS 15, 

Revenue from Transactions with Customers. In a further stream of the project the Board is updating IPSAS 23, 

Revenue from Non-Exchange Transactions (Taxes and Transfers) with a particular emphasis on the treatment of 

transfers with time requirements, but no conditions or performance obligations.  

Public Sector Accounting Standards Setters Forum 

Arrangements are continuing for the third Public Sector Standard Setters Forum (the Forum) to be hosted by CPA 

Canada, with the venue having been booked for the event on June 24th and 25th 2019 in Niagara-on-the-Lake, Ontario, 

Canada. The Forum discussions will be an important input to the scoping of projects to be initiated following the 

Strategy and Work Plan Consultation. 

Alignment with IFRS 

Staff have developed an IFRS Alignment Dashboard highlighting differences between IPSAS and IFRS in a clear and 

user-friendly way. The new format is a much more powerful tool in demonstrating the degree of alignment of IPSAS 

and related IFRS. It will be a standing item on IPSASB’s agenda, but more importantly a valuable presentational tool 

and a guide to maintaining alignment with IFRS. 

Outreach 

During 2018 I have maintained the extensive program of outreach activities. 

I visited New Zealand in February and made a number of presentations on IPSASB’s current Work Plan and Strategy 

and Work Plan Consultation to stakeholders, including the New Zealand External Reporting Board, the New Zealand 

Treasury and local government, as well as leading two roundtable events.  

I maintained my strong input to the European Commission’s project to develop European Public Sector Accounting 

Standards (EPSAS) attending the Cell on Principles in mid-January in Luxembourg and providing an update on 

IPSASB’s Measurement project.  

I updated the EPSAS Working Group on IPSASB activities and the Heritage project at its meeting in May. The EPSAS 

project is promoting the implementation of accrual accounting in the member states of the European Union in the short 

to medium term with the use of IPSAS as a proxy for EPSAS, and developing the EPSAS Framework in the medium to 

longer term.  

I have also maintained my annual liaison with the French public sector standard setter, Le Conseil de Normalisation 

des Comptes Publics (CNOCP) and have sustained linkages with the United Nations Task Force leading on financial 

reporting in the United Nations system and the International Accounting Standards Board.  

Together with the Technical Director I provided an update on IPSASB activities to the Organization for Economic 

Cooperation and Development (OECD) Annual Accrual Symposium in Paris in early March. The Accrual Symposium is 

a major opportunity for IPSASB to engage with senior officials with financial reporting responsibilities from the finance 



Agenda Item 10-4 
Page 4 of 6 

 

 

 

ministries of OECD member bodies. 

In September I presented at the FOCAL annual conference in Buenos Aires on IPSASB’s current work program and 

the strategy and work plan. FOCAL grows annually as a key engagement opportunity with an important constituency of 

preparers-Latin American Comptrollers-General The level of engagement achieved provides IPSASB with an 

opportunity to engage with Latin American comptrollers-general, a community for whom IPSAS has become 

increasingly important in recent years.  

IPSASB will coordinate a masterclass on the pro-active use of accrual-based information for decision-making and risk 

management purposes at the World Congress of Accounting in November. 

 

Project Updates 

Projects Underway 

Social Benefits 

As indicated above in the Chair’s note the lack of a standard on Social Benefits is the biggest omission in the 

IPSASB’s current literature. With minor modifications the IPSASB has decided to continue with the recognition and 

measurement approach proposed in ED 63, Social Benefits-a maximum expense and liability until the next payment 

to a beneficiary. The IPSASB has also decided that the definition of social benefits only includes cash transfers. 

Important areas such as expenditure on education, healthcare and defense are within the scope of the Non-

Exchange Expenses project (see below). 

Public Sector Financial Instruments 

With the completion of IPSAS 41, Financial Instruments, the IPSASB will focus on this stream of its work on financial 

instruments, which addresses public sector items and transactions that have many of the characteristics of financial 

instruments, but may not meet the definition of financial instruments in the IPSASB literature. These topics are 

monetary gold, currency in circulation, International Monetary Fund (IMF) special drawing rights and IMF quota 

subscriptions.  

Revenue  

This project comprises work streams on (a) commercial transactions from contracts with customers (b) accounting for 

grants and transfers with performance obligations of recipients; and (c) an update of IPSAS 23, Revenue from Non-

Exchange Transactions (Taxes and Transfers).  

The IPSASB has decided to replace IPSAS 9, Revenue from Exchange Transactions and IPSAS 11, Construction 

Contracts with an IPSAS that is primarily based on IFRS 15, Revenue from Contracts with Customers. The IPSASB 

concluded that, in dealing with commercial-style revenue transactions, there are no major public sector issues that 

warrant departure from IFRS 15. There will be minor changes to terminology and definitions to reflect the public 

sector context 

The IPSASB has decided to adopt an approach it has termed the Public Sector Performance Obligation Approach 

(PSPOA) for transactions with performance obligations that do not meet the definition in IFRS 15. These transactions 

are often tripartite with third party beneficiaries receiving services. The IPSASB has still to determine the extent of 

application of the PSPOA, in particular whether, and, if so, how, it should be applied to capital grants. 

For the large number of grants and transfers that do not have performance obligations the IPSASB will update IPSAS 

23, Revenue from Non-Exchange Transactions (Taxes and Transfers). The key issue is the approach to transactions 

http://www.ifac.org/publications-resources/exposure-draft-63-social-benefits
http://www.ifac.org/publications-resources/ipsas-41-financial-instruments
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with time requirements, but no conditions or performance obligations, which has been a persistent and major 

problem for preparers. Many preparers think that IPSAS 23 leads to a premature recognition of revenue, which 

conveys a misleading depiction of financial position and financial performance. At the September meeting the Board 

discussed the options for addressing such transactions. 

The IPSASB has decided to retain the current optional approach to the recognition of in-kind services in IPSAS 23, 

but to strengthen disclosure requirements. This is a particularly significant issue for some international organizations. 

The IPSASB will also explicitly provide guidance on capital grants, which is addressed very obliquely in the current 

literature. 

Non-Exchange Expenses 

This project has two streams: (a) the accounting for grants and transfers by the provider and (b) accounting for 

individual services, such as education and healthcare, collective services, such as defense and street lighting, and 

emergency relief. The revised scope of the Social Benefits project, which confines the definition of social benefits to 

cash transfers has enhanced the significance of this project. 

The IPSASB has considered the application of the PSPOA to the expense side of grants and transfer transactions 

during 2018. Respondents to the 2017 Consultation Paper, Accounting for Revenue and Non-Exchange Expenses, 

generally supported the use of the PSPOA for a resource provider’s non-exchange transactions with performance 

obligations. Many favored the symmetry with accounting by resource recipients that the PSPOA provides. 

Some respondents raised technical and conceptual issues. In particular, the IPSASB has considered whether a 

resource provider, which provides a grant with performance obligations to a recipient for the provision of services to a 

third party beneficiary in furtherance of the objectives of the provider has an asset until those performance 

obligations are fulfilled by the recipient. At the September meeting the Board made a tentative decision that the 

resource provider does have an asset. 

Importantly, the IPSASB has concluded that an entity has no present obligation to beneficiaries for the delivery of 

collective and individual services. For emergency relief the IPSASB has formed a view that in certain cases a public 

statement might give rise to a liability. The IPSASB is dealing with these issues by developing application guidance 

to IPSAS 19, Provisions, Contingent Liabilities and Contingent Assets, with an ED scheduled for approval in 

December. 

Leases 

IPSASB’s Leases project started as a pure convergence project with IFRS 16, Leases, which was issued in January 

2016. However, it has subsequently developed into a ‘hybrid’ project with public sector specific approaches to lessor 

accounting and concessionary leases. 

ED 64, Leases, was issued in January 2018. At the Board’s September meeting the Board carried out an initial 

review of responses to ED 64. There was a strong support among respondees for adopting the right of use model to 

lessee accounting as in IFRS 16, Leases. The two most controversial aspects arising from the consultation on ED 64 

are lessor accounting and concessionary loans. On lessor accounting some respondents have questioned the 

proposal in ED 64 to depart from IFRS 16, and adopt the same right of use model for lessor accounting as for lessee 

accounting. For concessionary leases some respondents have challenged the parallels between concessionary 

loans and concessionary leases and questioned the proposals for the recognition of day one gains and losses 

related to such leases. The Board will therefore evaluate the issues raised in stakeholder responses in detail before 

deciding the approaches to be taken in moving this project forward. 

 

http://www.ifac.org/publications-resources/accounting-revenue-and-non-exchange-expenses
http://www.ifac.org/publications-resources/exposure-draft-64-leases
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Public Sector Measurement 

Work on this project continued throughout the year. At the September meeting the Board clarified that the objective is 

to define the commonly used measurement bases in IPSAS, and provide application guidance on the generic 

aspects of how to determine them. The project is also addressing transaction costs, and the specific issue of the 

capitalizing or expensing of borrowing costs.  

The IPSASB’s work on financial instruments (see above) has demonstrated that the exit-based definition of ‘fair 

value’ in IFRS 13, Fair Value Measurement, is relevant for a number of transactions in the public sector. The 

Measurement project is therefore considering the best way to bring the guidance in IFRS 13 into IPSASB’s literature, 

and to consolidate existing guidance on measurement in its literature, as a prelude to developing consequential 

amendments to address both consistency with the Conceptual Framework and the fact that the term ‘fair value’ in 

IPSASB literature is based on the pre-IFRS 13 definition of fair value. 

The IPSASB is developing a Consultation Paper, which includes a preliminary ED, so that constituents can get an 

early sense of the line of travel.  

Heritage Assets and Infrastructure Assets 

These projects have been taken off the active agenda of the Board in 2018, so that resources can be focused on the 

Measurement project, which will in turn influence both projects. 

Projects Completed in 2018 

Financial Instruments (Update of Current Standards–IPSAS 28-30, Presentation, Recognition and Measurement and 

Presentation)  

In August 2018 the IPSASB published IPSAS 41, Financial Instruments, which has an effective date of January 1, 

2022. 

IPSAS 41 will replace IPSAS 29, Financial Instruments: Recognition and Measurement, and improves that 

Standard’s requirements by introducing: 

 Simplified classification and measurement requirements for financial assets; 

 A forward looking (expected loss) impairment model rather than the retrospective incurred loss model); and 

 A flexible hedge accounting model. 

These changes are drawn from IFRS 9, Financial Instruments, and other minor improvements and narrow scope 

amendments to the IASB’s financial instruments standards. 

 

 

http://www.ifac.org/publications-resources/conceptual-framework-general-purpose-financial-reporting-public-sector-enti-8

