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To:   IAESB CAG 

From:  Andreas Bergmann 

Chair, International Public Sector Accounting Standards Board (IPSASB) 

 

International Public Sector Accounting Standards Board (IPSASB) –2015Q4 Activity Report 

Current Work Program Initiatives 

Financial Reporting Under the Cash Basis of Accounting (the Cash Basis IPSAS) 

The IPSASB approved ED 61, Amendments to Financial Reporting Under the Accrual Basis of 
Accounting (the Cash Basis IPSAS). ED 61 proposes amendments to the Cash Basis IPSAS, The 
amendments are directed at: (a) overcoming obstacles to adoption of the IPSAS that arise as a 
result of the requirements relating to consolidation, external assistance and third party payments; 
and (b) clarifying the role of the Cash Basis IPSAS as an intermediate step on the transition to the 
accrual basis of financial reporting and adoption of the accrual IPSASs, rather than an end in itself. 
The draft ED also proposes a number of “housekeeping” type amendments to ensure that the 
requirements and encouragements in the Cash Basis IPSAS are not inconsistent with those in the 
accrual IPSASs, unless intended to be so to reflect the cash basis focus in this Standard. 

ED 61 has a six-month consultation period. 

Public Sector Combinations 

 

The IPSASB made decisions on outstanding issues related to the “rebuttable presumption” 
approach, which was agreed at the September 2015 meeting and underpins the IPSASB’s 
proposals. Under this approach, there is a rebuttable presumption that a combination is an 
acquisition where one of the parties to the combination gains control of operations. The IPSASB 
agreed that the objectives of financial reporting and the qualitative characteristics should inform an 
entity’s analysis of the rebuttable presumption, but should only be referred to as specific factors in 
exceptional circumstances. 
The IPSASB considered a number of options for the treatment of the opening surplus or deficit in an 
amalgamation. The IPSASB agreed that the residual amount should comprise all components of net 
assets/equity, including the revaluation surplus. The IPSASB acknowledged that some stakeholders 
may have concerns about the treatment of the revaluation surplus and similar components of net 
assets/equity. The IPSASB agreed to refer to this issue in the specific matter for comment on the 
residual amount, and to include an explanation of the IPSASB’s approach in the Basis for 
Conclusions. 
In order to help preparers, the IPSASB agreed to reorder the definitions in the ED to group them by 
type of public sector combination, rather than alphabetically.  
The IPSASB approved ED 60, Public Sector Combinations. ED 60 has a five-month consultation 
period  

Employee Benefits 

 

The IPSASB discussed remaining sweep issues in the development of  an ED proposing limited 
scope revisions to IPSAS 25, Employee Benefits, based on IASB amendments to IAS 19, Employee 
Benefits, , since IPSAS 25 was issued in 2008. These related to: 

 Inclusion of the net interest approach  

 Retention of current requirements in IPSAS 25 related to discount rate, state plans and long-

term disability payments 
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 Organization of definitions 

The IPSASB approved ED 59, Amendments to IPSAS 25, Employee Benefits. ED 59 has a three-
month consultation period.   

Public Sector Financial Instruments 

The IPSASB continued its discussion of public sector financial instruments (items with many of the 

characteristics of financial instruments as defined in the IPSASB’s literature, but non-contractual in 

nature) making further refinements to the sections of a drfat Consultation Paper on monetary gold 

and currency in circulation. The IPSASB also had a brief preliminary discussion of the approach to 

IMF Special Drawing Rights and IMF Quota Subscriptions. 

 

(i) Monetary Gold  

The IPSASB agreed with modifications to the “reserve asset” definition to align more closely with 
statistical accounting terminology in the Government Finance Statistics Manual. The IPSASB also 
agreed to include two specific matters for comment (SMC): 

 Whether there should be an option to select a measurement basis (current value or historical 

cost) based on the entity’s intention in holding monetary gold assets; and 

 Which measurement basis is most appropriate for monetary gold – current value or historical 

cost? 

(ii) Currency in Circulation  

The IPSASB formed tentative view that both notes and coins derive value because they are legal 
tender and accepted as a medium of exchange and therefore serve the same purpose and function 
in the economy.  Therefore, in principle there is no rationale for separate accounting approaches. 
The IPSASB also discussed measurement. The IPSASB agreed with the staff analysis that historical 
cost, market value, and on limited occasions, cost of fulfillment may be viable measurement bases.  

(iii) IMF Special Drawing Rights and IMF Quota Subscriptions 

The IPSASB directed that there should be a more detailed explanation of the different types of IMF 
transactions and their nature, with an analysis of similarities to, and differences from, other more 
common financial instruments. Examples will be developed to assist constituents in understanding 
transactions. The IPSASB noted that an important distinction to highlight and discuss in the chapter 
is how SDRs are both a financial instrument and a unit of measurement for other financial 
instruments such as loans.  

Financial Instruments: Update of IPSAS 28-30 

 

The IPSASB approved a project brief for the updating of the current IPSASs on financial instruments 
–IPSAS 28, Financial Instruments: Presentation, IPSAS 29, Financial Instruments: Recognition and 
Measurement, and IPSAS 30, Financial Instruments: Disclosures. The project will primarily focus on 
maintaining convergence with the IASB literature, in particular IFRS 9, Financial Instruments, which 
was issued in 2014, and mainly affects IPSAS 29.  
The IPSASB agreed that the key changes introduced by IFRS 9, for which the public sector 
implications will be explored are: 

 The classification of financial assets;  

 The move from an incurred loss impairment model to an expected loss model; and 
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 Hedge accounting requirements. 

 

The IPSASB decided to consider the development of additional application guidance for public 
sector specific securitizations  (where future resources from, for example, sovereign rights, taxation 
rights or other rights not recognized in the statement of financial position are securitized) in this 
project because accounting for securitizations is already covered by existing IPSASs. Accounting for 
public sector securitizations was previously in the scope of the Public Sector Specific Financial 
Instruments Project.  

 

Revenue and Non-Exchange Expenses 

 

The IPSASB continued its discussion of the Revenue and Non-Exchange Expenses projects through 
a joint agenda item. 
 
The IPSASB reviewed the results of outreach interviews conducted with preparers of financial 
statements regarding issues encountered in IPSAS 23, Revenue from Non-Exchange Transactions 
(Taxes and Transfers). IPSASB members expressed interest in user feedback and provided 
suggestions for continued efforts to contact financial statement users. 
    
The IPSASB discussed the advantages and disadvantages of the non-exchange/exchange 
classification approach to public sector transactions, as well as potential modifications to existing 
guidance for consideration. IPSASB members agreed that the non-exchange/exchange classification 
approach should be retained and presented as an alternative to the performance obligation 
approach for recognition of both revenues and expenses. 
 
The IPSASB considered the extent to which the performance obligation approach can be applied to 
revenue and expense transactions. The IPSASB noted that the performance obligation approach in 
IFRS 15, Revenue from Contracts with Customers, only relates to contracts for good and services 
with customers. The IPSASB agreed that it would like to develop a performance obligation approach 
that could be applied to a much broader range of revenue and expense transactions with 
performance obligations. Such transactions include those that meet the criteria in IFRS 15 and 
transactions out of the scope of IFRS 15 that contain performance obligations. 
 
The IPSASB agreed that a performance obligation approach cannot be applied to transactions that 
are not subject to performance obligations, and that these transactions would need to be dealt with 
separately. 
 
The IPSASB agreed that the performance obligation approach needs include non-contractual 
binding arrangements in the public sector, noting that specific legislative requirements can give rise 
to performance obligations. The IPSASB also agreed that the performance obligation approach 
needs to take a broad view of the enforceability of binding arrangements, which is not just through 
legal means. 
 
The IPSASB considered whether develop Consultation Papers (or a Consultation Paper) for the 
revenue and non-exchange expenses projects. 
 
Because of the fundamental issues under consideration–the exchange/non-exchange classification 
underpins considerable IPSASB literature –the IPSASB agreed to develop one Consultation Paper 
for both revenue and non-exchange expenses that would set out the two alternative approaches it 
has been considering – that is, an exchange/non-exchange classification approach and a 
performance obligation/no performance obligation approach. The IPSASB noted that the manner in 
which the Consultation Paper is packaged may need to be reconsidered as its shape and size 
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becomes clearer. 

Heritage Assets 

 

The IPSASB continued its deliberations at the December meeting. The IPSASB reviewed a 
description of the different heritage–related activities undertaken by public sector entities and 
different types of reports on these activities that could be prepared. The IPSASB directed that the 
Consultation Paper should focus on general purpose financial reports (GPFRs), rather than broader 
reporting on aspects of heritage conservation within a jurisdiction. 

 Consistent with this approach, the IPSASB directed that the discussion of a draft description of the 
obligations and commitments that arise from heritage preservation responsibilities should be linked 
to the Conceptual Framework’s definition of a liability.  

The IPSASB broadly supported staff’s analysis of specific heritage items to determine whether they 
meet the Conceptual Framework’s definition of an asset. Staff was directed to develop this analysis 
through, inter alia, consideration of factors that indicate whether a heritage item has service 
potential.  

Emissions Trading Schemes 

 

The IPSASB considered three issues for development of the Emissions Trading Schemes (ETSs) 
Consultation Paper (CP). IPSASB staff are working collaboratively with International Accounting 
Standards Board (IASB) staff responsible for the IASB’s Pollutant Pricing Mechanisms (PPM) 
project, which will address accounting for ETS involvement from an ETS participant’s perspective. 
The IPSASB noted that the IASB has established a sub-committee for its PPM project and directed 
IASB staff to consider a wider set of PPM interventions. The IPSASB directed IPSASB staff to 
continue to monitor IASB developments. The two projects are linked, which could have further 
implications for the project’s timeline going forward. The IPSASB reconfirmed its view that there are 
significant benefits to be gained from considering and, where appropriate, contributing to IASB 
developments on this topic. 
  
Second the IPSASB considered two proposals on development of a draft description of the 
background paper on governments’ public policy objectives when creating an ETS. The IPSASB 
supported the proposal that IPSASB staff work with IASB staff to develop the paper jointly. The 
IPSASB also supported revisions to broaden and deepen the paper’s coverage, including more real-
world examples of emission reduction interventions. The background paper should support both 
boards’ understanding of different types of ETSs and other government interventions, ensure that 
there is clarity around key terms, and support consideration of the economic impact of different 
interventions. The paper should be concise and focused on differences (between different types of 
ETSs and PPMs) that are relevant to financial reporting. The paper will discuss economic impacts 
but not identify or discuss accounting alternatives. 

The IPSASB then discussed a draft description of four accounting approaches for ETS 

administrators. Staff were directed to continue to develop the accounting approaches and monitor 

IASB developments for any further accounting approaches that emerge. 

 


