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Section 1 Introduction  
1.1 This report outlines the standard setting activities of the IFAC International Public 

Sector Accounting Standards Board (IPSASB) since my last report to the IFAC 
Board and Council dated January 30, 2006. This report focuses on the IPSASB’s 
contribution to the IFAC mission of serving the public interest through development 
and promotion of high quality public sector financial reporting standards that 
converge with International Financial Reporting Standards (IFRSs) and statistical 
bases of financial reporting. 

1.2 The IPSASB met in Tokyo, Japan, March 21 – 24, 2006. 

1.3 The IPSASB will meet twice again this year: July 3 – 6, Paris, France; and in 
November 7 – 10 in Norwalk, Connecticut, USA. The IPSASB has tentative plans 
to meet three times in 2007, with locations suggested being Accra, Ghana; 
Montreal, Canada and Norwalk or New York. 

Section 2 Strategy and Objectives 
2.1 The IPSASB’s objective is to be accepted as the international accounting standards 

setter for the public sector. To that end, the IPSASB engages in an extensive 
technical and promotional program. 

2.2 The IPSASB’s strategy in pursuing its objective is to develop high-quality financial 
reporting standards applicable to public sector entities, in the public interest. The 
International Public Sector Accounting Standards (IPSASs) are now being 
developed to deal with public sector specific issues and to converge where 
appropriate with IFRSs issued by the International Accounting Standards Board 
(IASB). The IPSASB also attempts to converge where possible and with statistical 
reporting bases such as those developed by the United Nations (UN), the 
International Monetary Fund (IMF) and Eurostat.  

2.3 The IPSASB has identified three priorities for itself: 

2.3.1. Development of IPSASs on public sector specific issues; 
2.3.2. Convergence of IPSASs with IFRSs/IASs.  
2.3.3. Convergence of IPSASs with statistical bases of reporting financial 

information. 
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2.4 The IPSASB, its members, staff and IFAC take every opportunity to promote the 
IPSASs, be it through presentations at conferences, symposiums and seminars, or 
interviews with the press. IPSASB also conducts a seminar with the local profession 
when it meets outside New York, and meets with local area consultative group 
members to discuss the IPSASB work program and key projects. As I have noted 
previously, these meetings have been most successful in raising the profile of IFAC 
and the PSC amongst constituents in the various regions. 

Section 3 Key Achievements 
3.1 In 2006, the IPSASB continues to focus its resources on progressing its work 

program, in particular in completing the documents outlined in the next section.  

3.2 In January 2006, the IPSASB issued a milestone exposure draft ED 29, “Revenue 
from Non-Exchange Transactions (Including Taxes and Transfers)”. This ED 
proposes financial reporting requirements for revenue from such sources as taxes 
and transfers, such as grants. These sources of revenue are typically the largest 
source for most governments and other public sector entities. The release of this ED 
comes after three and a half years of intensive work by the IPSASB, a steering 
committee, and IFAC staff. 

3.3 At our March meeting, we welcomed three public members. These members are the 
first public members appointed to the IPSASB and represent another stage in the 
implementation of the recommendations of the independent review panel chaired by 
Sir Andrew Likierman. 

3.4 At our July meeting we will discuss with a number of national standards setters the 
potential for initiating collaborative projects on a public sector conceptual 
framework and accounting for service concessions by public sector entities. This is 
a significant development and provides the potential for greater convergence of 
national and international public sector financial reporting requirements. 

Section 4 Outputs Completed 
4.1 Documents published since my last report to the Board include: 

4.1.1. ED 29, “Revenue from Non-Exchange Transactions  

4.1.2. Information Paper, “The Road to Accrual Accounting in the United States of 
America”. This Information Paper outlines the experience of the United 
States of America (USA) in its transition to accrual accounting in the public 
sector, notes the development of administrative arrangements for standards 
setting at the local, state and federal government levels in the USA and 
highlights key factors shaping the standards-setting structure. It also 
provides input on the USA federal government reporting model. 

4.1.3. Consultation Paper, “Accounting for Heritage Assets Under the Accrual 
Basis of Accounting”. This Consultation Paper incorporates a discussion 
paper issued by the United Kingdom’s Accounting Standards Board. It 
highlights and evaluates a range of possible approaches to accounting for 
heritage assets. Although the proposals in the Consultation Paper do not 
necessarily reflect the views of the IPSASB they suggest potential solutions 
to challenges in accounting for heritage assets that are likely to be faced in 
many jurisdictions reporting on the full accrual basis or in the process of 
migrating to that basis. 
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4.1.4. “Handbook of International Public Sector Pronouncements 2006” (English). 

Section 5 Work in Progress 
5.1 The IPSASB is developing EDs on social policy obligations of governments. At this 

stage the IPSASB is progressing this project by addressing non-pension social 
policy obligations separately from pensions, but may draw them together as the 
project is further developed. At its March 2006 meeting the IPSASB reviewed draft 
EDs on social policy obligations related to pensions, and those related to non-
pension obligations. The IPSASB gave staff instructions for further enhancements 
and will review further drafts at its meeting in July, with a view to approving the 
EDs for issue. 

5.2 Also at its March 2006 meeting, the IPSASB considered key public sector specific 
issues that would need to be addressed in developing an exposure draft based on 
IAS 19, “Employee Benefits”, including accounting for public sector performance 
schemes, state plans providing employee benefits, and composite social security 
schemes. Staff are updating the draft ED on this basis for review at the next meeting 
in July. 

5.3 The IPSASB continues to monitor the IASB-FASB conceptual framework project 
and papers prepared by national standards setters on public sector implications of 
that project. At its March 2006 meeting the IPSASB agreed to initiate a project on 
the development of a conceptual framework for financial reporting by public sector 
entities, with a view to collaborating with national standards setters and similar 
bodies around the world on the development of such a framework. 

5.4 The IPSASB is also monitoring the progress of the IFRIC project to develop 
authoritative guidance on accounting for service concessions by the operator of the 
concession (public private partnerships – PPPs). The IPSASB has invited the 
national standards setters to meet with it during its July 2006 meeting to discuss the 
manner in which a collaborative project on this project may be progressed. 

5.5 At its March 2006 meeting the IPSASB continued to review the responses to its ED 
24, “Financial Reporting Under the Cash Basis of Accounting – Disclosure of 
External Assistance” and noted additional input received from its ongoing 
consultative process. The IPSASB has decided to develop a revised ED for 
consideration at its next meeting, which would propose basic mandatory disclosures 
and encouraged additional disclosures that reflect the approach in the Cash Basis 
IPSAS. 

5.6 The IPSASB has reviewed the responses received to ED 25, “Equal Authority of 
Paragraphs in IPSASs” and ED 26, “Improvements to International Public Sector 
Accounting Standards”. In relation to ED 25, the IPSASB noted the support of the 
majority of respondents, and the concerns that some had that the IPSASB should 
review each IPSAS for unintended consequences of the decision. The IPSASB 
decided the equal authority proposal should only apply to IPSASs issued or reissued 
from the date of issue of the revised Preface. In respect of ED 26, the IPSASB noted 
the majority support for the proposed improvements to the IPSASs, and would 
progressively review draft IPSASs at during its meetings in 2006, with a view to 
including the revised IPSASs in the 2007 “Handbook of International Public Sector 
Pronouncements”. 
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5.7 The IPSASB has undertaken a preliminary review of the responses to ED 27, 
“Presentation of Budget Information in Financial Statements” and ED 28, 
“Disclosure of Financial Information about the General Government Sector”, and 
noted that the majority of responses received were supportive of the IPSASB 
developing final IPSASs on these topics. The IPSASB will consider first draft 
IPSASs at its July 2006 meeting. 

5.8 At its March meeting, the IPSASB considered a draft exposure draft “Impairment of 
Cash Generating Assets” based on the application of International Financial 
Reporting Standard IAS 36, “Impairment of Assets” to the public sector. The 
IPSASB identified a number of areas for refinement and/or clarification and agreed 
that, subject to satisfactory resolution of those matters and review and agreement by 
members out of session, the exposure draft could be issued. 

Section 6 Planned Activities for the Remainder of 2006 
6.1 The IPSASB plans to finalize the IPSASs based on, the following EDs that were 

issued in 2005, including: 

• ED 25, “Equal Authority of Paragraphs in IPSASs”; 

• ED 26, “Improvements to International Public Sector Accounting 
Standards”; 

• ED 27, “Presentation of Budget Information in Financial Statements”; 

• ED 28, “Disclosure of Financial Information about the General Government 
Sector”. 

6.2 The IPSASB also plans to finalize, or at least significantly progress, an IPSAS 
based on ED 29, “Revenue from Non-Exchange Transactions (Including Taxes and 
Transfers)” if possible. ED 29 was issued in early 2006 with responses due by June 
30. 

6.3 The IPSASB will also review responses to its Consultation Paper, “Accounting for 
Heritage Assets Under the Accrual Basis of Accounting” (responses due by June 30) 
and provide its comments on them to the UK’s Accounting Standards Board. The 
IPSASB will also consider its own strategy to develop recognition, measurement 
and disclosure requirements for heritage assets in light of the responses to the 
Consultation Paper. 

6.4 The IPSASB is planning to issue in 2006, Exposure Drafts dealing with:  

• Non-pension social policy obligations; 

• Pension social policy obligations;  

• Employee entitlements, based on IAS 19. 
• Impairment of cash generating assets, based on IAS 36 

6.5 The IPSASB will initiate a major project directed at the development of a 
conceptual framework for the public sector. 

6.6 At its July 2006 meeting, the IPSASB will undertake a major review of its work 
program and longer term strategy in light of the revised staff resources that we are 
currently anticipating and the potential for collaborative projects with national 
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standards setters. It is also appropriate to undertake this review as it has been some 
time since the last major review of the work plan and there will be some significant 
changes in Board membership and leadership in 2006 and in staff composition. I 
look forward to updating you on our deliberations after the July 2006 meeting. 

Section 7 Other Matters 
7.1 The IPSASB remains in need of additional funds. Currently our only sources of 

funding are from IFAC and the World Bank. The IFAC President, Chief Executive, 
IFAC Past President and I, together with other IPSASB members and other IFAC 
officers and staff as appropriate, are actively seeking additional funds. The World 
Bank has also assisted by proposing a multi-donor trust fund to support international 
accounting and auditing standard setting – it is our expectation that such a trust fund 
will make it easier for national governments to support the work of the IPSASB 
(and other IFAC Boards). However many of these initiatives have yet to bear fruit. 

7.2 We anticipate that some project funding from sources in the USA and Europe and 
an offer from the Canadian Government will be confirmed in the near future. The 
Canadian offer in particular is most welcome. The offer is likely to involve the 
establishment of a permanent base of operations in Toronto for the IPSASB, with 
accommodation and administrative support being provided by the Canadian 
Government, in addition to a five-year grant. Location in Toronto will also provide 
a secondment of a technical manager from the Canadian Institute of Chartered 
Accountants. This represents a very significant contribution to the IPSASB and 
promises some much needed increase to, and stability for staff resources.. It has the 
full support of the IPSASB.  

7.3 However, even with the promise of funding from all the sources noted above, the 
IPSASB resourcing falls short of that needed to allow it to deal with priority 
projects on its work program, to maintain its position as the preeminent standard 
setter for public sector entities and to continue to consolidate and build on the 
significant progress already made. Projected medium term resource requirements for 
the IPSASB are documented in the IPSASB funding document which can be made 
available to the Board.  

7.4 There have been further developments in the staffing of the IPSASB since my last 
report. Unfortunately, in late January 2006, the Technical Director, Paul Sutcliffe, 
resigned effective within a period of up to six months to co-ordinate with the 
appointment of a new Technical Director – IFAC advertised this position in April 
2006. I anticipate a smooth transition towards the end of July. IFAC has also 
advertised for a technical manager position. We are also exploring the potential for 
an additional short term secondment of a technical manager to the IPSASB staff. 
Whilst these developments are generally positive, ensuring the long term future of a 
viable properly resourced standard setter will require more resources including  
ongoing stronger support from IFAC. 

7.5 The IPSASB actively promotes adoption of IPSASs for financial reporting by 
governments and international institutions. The movement to adopt or converge 
with IPSASs or use them as benchmarks against which to test national requirements 
and developments continues to develop. The IPSASB is actively considering 
mechanisms by which it can draw together additional information on the adoption 
and influence of IPSASs and act as a conduit to facilitate the development of a 
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network of entities which are willing to exchange views on their implementation 
experiences. The IPSASB is also keen to explore the potential for the IFAC family 
of Boards and Committees and its member bodies to co-ordinate to support entities 
adopting IPSASs, whether in terms of education or implementation experience and 
expertise. 

Section 8 Conclusion 
8.1 The IPSASB continues to work hard to develop robust financial reporting standards 

for public sector entities and it is gratifying that so many countries and international 
organizations are adopting IPSASs as the basis for preparing their general purpose 
financial statements. I am also pleased that the staffing and resourcing base appears 
to be improving somewhat, although much still needs to be done to raise additional 
resources. 

8.2 I urge you to continue to support the work of the IPSASB, and to assist us in the 
promotion and implementation of the IPSASs and sound financial reporting by 
governments around the world. 

 


