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TO:  IFAC BOARD 

FROM: MIKE HATHORN 
CHAIR, INTERNATIONAL PUBLIC SECTOR ACCOUNTING 
STANDARDS BOARD (IPSASB) 

SUBJECT: IPSASB REPORT  
 

Section 1 Report Overview 
This report outlines the standard setting activities of the IPSASB since my last report to the 
IFAC Board/Council dated October 17, 2008.  

Section 2 Meeting Updates 
2.1 The IPSASB had a successful meeting in Winterthur (Zurich), Switzerland from 

October 28-31, 2008. Prior to the meeting, the School of Public Administration hosted 
a symposium, Experiences with the IPSASs in Switzerland, on October 27. In 
addition, the Federal Finance Administration, the Finance Administration for the State 
of Zurich and the School of Public Administration jointly hosted a dinner for the 
IPSASB. Both of these events allowed IPSASB members and staff to discuss 
experiences and issues relevant to the public sector with the host country. The Swiss 
government has adopted accrual IPSASs effective January 1, 2008 and its experiences 
in implementing the standards provide valuable insight for many jurisdictions. 

2.2 The technical agenda for the meeting covered a number of projects. Most notable was 
discussion of the impact of the global economic crisis on the public sector, and the 
resulting IPSASB decision to accelerate work on developing standards for the public 
sector on Financial Instruments converged with the International Financial Reporting 
Standards (IFRSs) (discussed later in this report). Furthermore, there was considerable 
discussion on other projects including the Public Sector Conceptual Framework, 
Social Benefits and Long-term Fiscal Sustainability, Service Concession 
Arrangements, Intangible Assets and Agriculture.  

2.3 As part of its ongoing strategy for converging with IFRSs unless there is a public 
sector specific reason for a departure, the IPSASB has developed a document to 
outline the process for reviewing and modifying documents of the International 
Accounting Standards Board (IASB). These Rules of the Road were developed in late 
2007 and are particularly important in the context of the IPSASB’s commitment to 
substantially converge as of December 31, 2009 with IFRSs that have been approved 
as of December 31, 2008. Staff has been applying them throughout 2008, and the 
experiences during the year, along with comments from external parties, including the 
Chair of the IASB, were detailed and discussed at the October 2008 meeting. The 
IPSASB noted the success in undertaking the process outlined, including an 
improvement in the consistency with which public sector issues are dealt with and 
how the rationale for departures is documented. The IPSASB has posted the 
document on its website since it is significant to the IPSASB’s operations and will 
review it on a regular basis. 

2.4 The IPSASB typically meets three times per year and will meet next in Paris, France, 
February 23-26, 2009. The IPSASB is considering adding a fourth meeting for 2009 
in order to achieve its very aggressive timetable for converging with IFRSs by 
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December 31, 2009. The tentative plan is for a fourth meeting in early December 
2009 to be held by video conference using regional centers that members would travel 
to in order to participate. Other meetings in 2009 include mid-May when the IPSASB 
will meet in Washington D.C., USA, at the IMF’s headquarters. Plans are being made 
for a joint conference with the IMF at that time in order to consider public sector 
impacts of the global economic crisis. 

Section 3 Significant Project Status/Updates 
3.1 The IPSASB has committed to substantially converging as of December 31, 2009 

with IFRSs that have been approved as of December 31, 2008. In order to achieve this 
important milestone there are three major IASB convergence projects to be 
completed: Financial Instruments, Intangible Assets and Entity Combinations, all of 
which are now under way. Significant staff resources and IPSASB agenda time will 
be devoted to these projects, particularly over the next year, as it is expected that 
exposure drafts (EDs) and potentially final standards will be approved in 2009. At the 
October 2008 meeting the IPSASB discussed the following matters related to these 
projects: 

• Financial Instruments: Following its discussion of the global economic crisis, 
the IPSASB agreed that it must replace the current reliance on the hierarchy 
and urgently complete its project to develop International Public Sector 
Accounting Standards (IPSASs) that converge with IAS 32, Financial 
Instruments: Presentation, IAS 39, Financial Instruments: Recognition and 
Measurement, and IFRS 7, Financial Instruments: Disclosures. The goal is to 
approve 3 EDs at the February 2009 meeting and this will allow the IPSASB to 
have control over these important standards for the public sector. 

• Intangible Assets: The IPSASB discussed a proposed ED for a converged 
public sector version of IAS 38, Intangible Assets and Standing Interpretations 
Committee (SIC) 32, Web Site Costs. The IPSASB confirmed its decision to 
scope out the power to grant rights and to tax as they do not meet the current 
definition of an asset in IPSAS 1, Presentation of Financial Statements. This 
issue may be revisited when the IPSASB issues its conceptual framework 
standards. The IPSASB also agreed that the SIC 32 material should be provided 
in an appendix to the standard, as it is interpretive guidance to the principles 
contained in the standard. An ED of an IPSAS based on IAS 38 is planned for 
approval at the February 2009 meeting. 

• Entity Combinations: Work is under way to develop an IPSAS converged 
with IFRS 3, Business Combinations, for combinations which are exchange 
transactions not under common control. An exposure draft of an IPSAS based 
on IFRS 3 is planned for approval in February 2009. A discussion paper 
dealing with non-exchange combinations, important in the public sector, will 
also be developed. 

3.2 Public Sector Conceptual Framework: As indicated at the last meeting of the IFAC 
Board, the IPSASB issued its Phase 1 Consultation Paper covering objectives and the 
scope of general purpose financial reporting, characteristics of financial information 
included in general purpose financial reports, and the reporting entity, on September 
30, 2008. Responses are due by March 31, 2009. The Board also discussed Phase 2 of 
the project which addresses definition and recognition of elements. This is a 
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challenging area and work being done by the IPSASB is being closely monitored. A 
revised paper will be discussed in May 2009. 

3.3 Service Concession Arrangements: The IPSASB discussed responses to the March 
2008 consultation paper dealing with public sector issues related to service concession 
arrangements. The IPSASB received strong support for this public sector project from 
respondents to the consultation paper. Direction was provided on certain issues 
including implications when some or all of the control criteria are not met, providing 
more guidance on the control criteria, including a “bridge” to the risks/rewards 
framework, providing guidance on the appropriate discount rate, and analyzing how 
inflows received in advance (including non-cash consideration and amounts received 
directly by the operator) meet the definition of a liability .Changes to the consultation 
paper to address respondents’ comments will be discussed in February 2009. An 
exposure draft is planned for May 2009. 

Section 4 Critical Environmental Issues 
IPSASB/IASB Liaison Committee Meeting 

4.1 In December, the IPSASB Liaison Committee, Deputy Chair Erna Swart, Public 
Member Andreas Bergman, and me, held its second meeting with board member 
colleagues at the IASB. The meetings have been established to improve understanding 
and enhance current and strategic development of both boards at board member level. 
The key topic discussed was the potential for divergence in the respective conceptual 
framework projects with respect to liabilities. The importance and enhanced success 
of increased collaboration between the boards was highlighted. The Liaison 
Committee will meet again in the second quarter of 2009. 

IPSASB Strategy – United Kingdom (UK) 

4.2 I am pleased to report that the UK’s accountancy body for local governments, 
CIPFA/LASAAC, has announced a new governance framework. Under the new 
framework, the process under which local authorities will complete their adoption of 
IFRSs will now specify the role of IPSASs for the first time. The versions of IFRS, 
adopted by the European Union and modified for specific public sector reasons, 
remain the top level in the UK public sector accounting standard setting hierarchy. 
IPSASs are second in the hierarchy and will be used to assess any interpretations or 
adaptations for the public sector context.  

External Review 

4.3 Under the terms of its funding arrangement with the World Bank, the IPSASB is now 
in the process of undergoing a triennial external review of its operations. The review 
is being conducted by Harry Wilkinson. Thus far, he has met with me, and departing 
IPSASB members and he has been travelling to Toronto, Canada, to spend three days 
with the team there. Matters the review is to address include: 

• Adoption of the IPSASs, especially by developing countries; 

• The efficacy and relevance of the World Bank’s involvement; 

• The ability of developing countries to optimize their contribution to the 
standard-setting process; 

• A clearly defined due process; 
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• A clear work program, including feedback, monitoring and review of 
performance; and 

• Cost-effectiveness of IPSASB’s operations. 

 The review is expected to be completed in the first quarter of 2009. 

Section 5 International Relations and Communications 
5.1 We continue to work on a very demanding schedule for promotion and 

communications activities for the IPSASB and are finding that interest in our work is 
increasing and with it we are receiving many more invitations for speaking 
engagements. The following events and meetings were attended by staff or IPSASB 
members since my last report: 

• European Commission/ Féderation des Experts Comptables Européens (FEE) 
Accrual Accounting Conference, Brussels, Belgium, October 23-24, 2008; 

• United Nations Conference on Trade and Development (UNCTAD), Geneva, 
Switzerland, November 3, 2008; 

• North Atlantic Treaty Organization (NATO), Brussels, Belgium, November 28, 
2008; 

• Ministry of Finance, Kuwait City, Kuwait December 18, 2008; and 

• Ernst & Young Public Sector Financial Reporting Update Seminar, Melbourne, 
Australia, February 17, 2009. 

5.2 A number of other key promotion and communications activities with IPSASB 
involvement are being planned for 2009, including: 

• 2nd Annual World Class Performance Symposium, London, UK, February 12, 
2009. Speakers include David Walker, David Tweedie, Yvette Cooper MP, 
Secretary to the Treasury and me. 

• 9th Annual Organization for Economic Co-operation and Development (OECD) 
Accruals Symposium, Paris, France, March 2-3, 2009; and 

• Saudi Organization for Certified Public Accountants, Riyadh, Saudi Arabia, 
March 31, 2009. 

Section 6 Operations and Other Matters 
6.1 The IPSASB’s current staff complement is: 

• Technical Director (Toronto) 

• 1 Deputy Director (UK/Toronto) 

• Senior Technical Manager (Toronto) 

• 3 Technical Managers (2 in Toronto, 1 in New York) 

• 1 Senior Advisor (Australia) 

6.2 Technical Manager, Barry Naik, has moved to IFAC’s New York office as Technical 
Manager for the Transnational Auditors Committee and Member Body Development. 
Replacing Barry as Technical Manager is Annette Davis, a former senior manager 
with the New Zealand Institute of Chartered Accountants. Annette most recently has 
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served as Technical Advisor to the New Zealand IPSASB member and will be 
relocating to Toronto.  


