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International Public Sector Accounting Standards Board (IPSASB) –2016Q4 Activity Report 

Current Work Program Initiatives 

Public Sector Combinations 

At its December 2016 meeting the IPSASB considered a draft final pronouncement that reflected 
the decisions taken at the September 2016 meeting. After agreeing to a number of drafting 
changes, the IPSASB approved IPSAS 40, Public Sector Combinations. IPSAS 40 was issued on 
January 31st, 2017. 

IPSAS 40 provides the first international accounting requirements that specifically address the 
needs of the public sector when accounting for combinations of entities and operations. Public 
sector combinations—for example, reorganizations of government departments or restructurings of 
municipalities—occur frequently. In the public sector, these transactions raise different accounting 
issues from those encountered in the private sector. 

IPSAS 40 responds to constituent views to a 2012 Consultation Paper that private sector standards 
are not suitable for the public sector. IPSAS 40 recognizes two types of public sector combinations: 
amalgamations and acquisitions. By contrast, International Financial Reporting Standards, used by 
private sector entities, treat all combinations as acquisitions, which requires obtaining fair value 
information. Amalgamations, which are much more common in the public sector, do not require this 
information. The accounting requirements for amalgamations in IPSAS 40 are based on existing 
information, which enables public sector entities to avoid unnecessary valuation costs, while still 
meeting users’ needs. 

IPSAS 40 applies from January 1, 2019, with earlier adoption encouraged. To help governments 
understand the new requirements, IPSASB staff have developed an At-a-Glance summary and an 
introductory webinar. 

Social Benefits 

At its December meeting the IPSASB progressed the project scope, and key definitions, confirming 
the narrower scope than in previous projects on this subject, which excludes “collective goods and 
services” such as the provision of defense and law and order. The IPSASB also considered the 
obligating events to be identified in a future Exposure Draft. While not reaching any conclusions on 
these topics, the IPSASB identified further matters for consideration, including current IASB work on 
Insurance. The IPSASB had initial discussions on disclosures and amendments to other IPSAS. 
  

Revenue and Non-Exchange Expenses 

The IPSASB approved the first three chapters of the draft Consultation Paper. These chapters deal 
with the drivers for the project, the IPSASB and IASB literature on revenue recognition, and the 
categorization of public sector transactions in order to explore the extent to which a performance 

http://www.ifac.org/publications-resources/ipsas-40-public-sector-combinations
http://www.ifac.org/publications-resources/introduction-ipsas-40-public-sector-combinations
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obligation approach might be applied. The IPSASB agreed that, under this approach, there are a 
range of remedies available to a resource provider in the event of non-fulfillment of a performance 
obligation by a resource recipient. These are not limited to a refunding of resources by the resource 
recipient. This may allow resource recipients to recognize a liability and therefore to defer revenue 
more easily than under the provisions of IPSAS 23, Revenue from Non-Exchange Transactions 
(Taxes and Transfers). The perceived inflexibility of IPSAS 23 in this area has been a persistent 
complaint of a number of preparers. 

Heritage 

At its December meeting the IPSASB reviewed a draft Consultation Paper on financial reporting for 
heritage in the public sector, and approved the first three chapters. These chapters provide 
background to the project, including the reasons for undertaking it, a description of heritage items 
and a view that the special characteristics of heritage items do not prevent them from meeting the 
definition of an asset for financial reporting purposes. The IPSASB will consider the next four 
chapters, including recognition, measurement of heritage assets, both at initial recognition and 
subsequently, and presentation issues in March 2017. 

Leases 

Earlier in 2016, the IPSASB formed a view that the grant of a right of use model in IFRS 16, Leases, 
is appropriate for lessee accounting. For lessor accounting the IPSASB does not consider that the 
retention of the lessor accounting model in IPSAS 13, Leases, (reflecting IAS 17, Leases) best 
meets the needs of the users of financial statements. The IPSASB discussed two variants of the 
grant of a right-of-use model for lessor accounting at its December meeting.  While most IPSASB 
members support a lessor continuing to recognize the underlying asset in its entirety with 
recognition of a liability (reflecting unearned revenue), the IPSASB directed staff to carry out further 
analysis on the consistency of these two variants with sale and leaseback requirements and other 
IPSAS. The IPSASB has decided to adopt the term “concessionary leases”, rather than “peppercorn 
leases” and is considering accounting requirements. 

Financial Instruments: Update of IPSAS 28-30 

The IPSASB discussed a number of issues in development of the Exposure Draft, including 
accounting for embedded derivatives, hedge accounting, and transitional provisions. The IPSASB 
agreed to remain consistent with IFRS 9 for authoritative guidance in these areas and to develop 
public sector-specific illustrative examples and implementation guidance. 

Emissions Trading Schemes 

This project was a collaborative project with the International Accounting Standards. The scope 
includes both administrators of Emissions Trading Schemes (ETS) and participants, with the 
IPSASB focusing on accounting requirements for administrators. The IPSASB has deactivated the 
project, because the IPSASB’s companion project, Pollutant Pricing Mechanisms, is now on the 
IASB’s research pipeline rather than on its active agenda and the IPSASB did not consider it 
appropriate to develop proposals for administrators in isolation.  

In November 2016 IPSASB Staff published a Background Paper, which provides information on 
ETSs and other governmental interventions designed to reduce emissions of greenhouse gases, 
and their economic impacts. It will provide useful context when the project is reactivated. This 
publication is not a pronouncement of the IPSASB and does not represent the views of IPSASB 

http://www.ifac.org/publications-resources/emissions-trading-schemes-staff-background-paper
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members. 
 

 


