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Comments on Proposed International Public Sector 

Accounting Standard: Financial Statement Discussion 

and Analysis 

The Swedish National Financial Management Authority (ESV) appreciates the 

opportunity to comment on the proposed standard. 

   

ESV is the government agency responsible for financial management and 

development of GAAP in the Swedish central government. Full accrual accounting 

was introduced in 1993 and we hope that our experience will be a contribution in 

your work on various accounting issues. 

 

Overall opinion 

In our opinion the scope of the suggested document is too restricted. We agree, as 

described in the Basis for Conclusions, that it is not possible to build a 

“management discussion and analysis” in the same way as in the private sector. On 

the other hand the scope is too when it deals with just the financial statements. 

These are seldom good enough to measure the real targets of a public entity. 

However we find parts of such discussion and analyses material in the illustrative 

example. 

 

For a sovereign government financial targets are often linked to the system of 

national accounts, which means other measurements as well as other demarcations 

of the entity as such, for example the whole public sector of the nation or state. The 

financial statements are therefore just a starting point of an analysis, not in itself 

the scope of a meaningful analysis. Some targets may of course be possible to 

discuss and analyze entirely based on the statements, but not all of the most 

relevant ones. Financial targets may also be of a multi-year type. 

 

On the other hand for a government ministry or agency a meaningful discussion 

and analysis need to take into account what is achieved. That is seldom evident 

from the financial statements. For the discussion and analysis to be meaningful you 

therefore need to include output and outcome data (that might be accounted for in 

reports that are yet not included in IPSASs, for example service performance 

reporting). 
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Our conclusion is that the naming and scope of the Exposure draft must be widened 

or that it should be more clear from the text and the example that the kind of 

discussion and analysis that we recommend is to be included when relevant. 

 

Specific Matter for Comment 1 

We agree that material should be developed as an IPSAS, but first after completion 

as stated in our overall opinion. 

 

Specific Matter for Comment 2 

We agree with the suggested amendment of IPSAS 1 that the discussion and 

analysis is not a component of financial statements. 

 

Specific Matter for Comment 3 

We agree that the discussion and analysis must be distinguished from other issues 

addressed by the IPSASB, even if there is an interaction with other documents. 

 

Specific Matter for Comment 4 

As indicated in our overall opinion we believe that the scope of the discussion and 

analysis need to be broadened. 

 

Specific Matter for Comment 5 

The transitional provisions might be suitable in many cases. 

 

Specific Matter for Comment 6 

With regards to the broader content that we suggest in our overall opinion the 

Implementation Guidance need to be completed. 

 

Specific Matter for Comment 7 

The illustrative example includes some of what we suggest in our overall opinion. 

We however suggest I clearer inclusion of such material. 

 

Concluding remarks 

We hope the comments given will be useful in your continuing work. We would 

like to take this opportunity to express our support for the development of 

International Public Sector Accounting Standards and a framework for financial 

reporting. 

 

Claes-Göran Gustavsson and Curt Johansson have prepared the comments given in 

this report.  
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Yours sincerely, 

 

 

 

Pia Heyman 

 

Head of Department, 

Department of Central Government Accounting and Finance 

 

 

 

Pia Heyman 

Head of Department 

Direct: +46 8 690 45 02 

Mobile: +46 708 90 45 02 

E-mail: pia.heyman@esv.se 

Fax: +46 8 690 43 50 

 

 

Claes-Göran Gustavsson  

Senior Advisor 

Direct: +46 8 690 43 26 

Mobile: +46 708   90 43 26 

E-mail: claes-goran.gustavsson@esv.se 

Fax: +46 8 690 43 50 

 

 

 

Curt Johansson 

Senior Advisor 

Direct: +46 8 690 43 74 

Mobile: +46 708   90 43 74 

E-mail: curt.johansson@esv.se 

Fax: +46 8 690 43 50 
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IAASB Exposure Draft  

Comments due July 31, 2012. 

 

Comments from the Swedish National Audit Office through 

Audit Director and Responsible for the Audit Methodology: 

Carin Rytoft Drangel 

carin.rytoft-drangel@riksrevisionen.se 

 

 

 

Guide for Respondents 

 

The IPSASB would welcome comments on all of the matters 

discussed in this Exposure Draft. Comments are most helpful if they 

indicate the specific paragraph or group of paragraphs to which they 

relate, contain a clear rationale and, where applicable, provide a 

suggestion for alternative wording.  

 

The Specific Matter for Comments requested for the Exposure Draft 

are provided below. 

 

Specific Matter for Comment 1: 

 

Do you agree that the material presented in this Exposure Draft should 

be developed as an IPSAS, with the same level of authority as the 

accrual based IPSASs, which applies to all entities that prepare 

financial statements in accordance with IPSASs? 

 

Specific Matter for Comment 2: 

 

Do you agree that IPSAS 1 should be amended to clearly indicate that 

financial statement discussion and analysis is not a component of the 

financial statements? 

 

Yes. As pointed out in the standard, many jurisdictions require some 

sort of financial statement discussion and analysis.  

 

Specific Matter for Comment 3: 

 

Is the scope of financial statement discussion and analysis clearly 

defined so as to distinguish it from other issues being addressed by the 

IPSASB (e.g., financial statements, service performance reporting, 

reporting on the long-term sustainability of public finances)? 

 

Yes. 

 

Specific Matter for Comment 4: 

 

Is the required content for financial statement discussion and analysis 

appropriate?  

 

Yes. 

 

Specific Matter for Comment 5: 
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Carin Rytoft Drangel 

carin.rytoft-drangel@riksrevisionen.se 

 

 

 

Do you agree with the transitional provisions? 

 

Yes. 

 

Specific Matter for Comment 6: 

 

Is the Implementation Guidance useful to understanding the 

requirements of the proposed IPSAS? 

 

Yes. 

 

Specific Matter for Comment 7: 

 

Is the Illustrative Example a useful way of illustrating the 

requirements of the proposed IPSAS? 

 

Yes. 

ED 47 002



Schweizerisches Rechnungslegungsgremium für den öffentlichen Sektor (SRS) 
Conseil suisse de présentation des comptes publics (CSPCP) 
Commissione svizzera per la presentazione della contabilità pubblica (CSPCP) 
Swiss Public Sector Financial Reporting Advisory Committee 

Sekretariat / Secrétariat / Segretariato 
IDHEAP ∙ Quartier UNIL Mouline ∙ CH – 1015 Lausanne 
T 021-557.40.58 ∙ F 021-557.40.09 www.srs-cspcp.ch 

 
 
 
 
 
 
 
 
 

Swiss Comments to 
 
Exposure Draft-ED 47 Financial Statement Discussion and Analysis 
 
 
 
 
Table of Content Page 
 

1.  Introduction ............................................................................................................. 1 

2.  General Remarks to Exposure Draft ......................................................................... 1 

3.  Specific Matters for Comment .................................................................................. 1 

Specific Matter for Comment 1 “Do you agree that the material presented in this 
Exposure Draft should be developed as an IPSAS, with the same level of authority 
as the accrual based IPSASs, which applies to all entities that prepare financial 
statements in accordance with IPSASs?” ...................................................................... 1 

Specific Matter for Comment 2 “Do you agree that IPSAS 1 should be amended to 
clearly indicate that financial statement discussion and analysis is not a component 
of the financial statements?” ...................................................................................... 2 

Specific Matter for Comment 3 “Is the scope of financial statement discussion and 
analysis clearly defined so as to distinguish it from other issues being addressed by 
the IPSASB (e.g., financial statements, service performance reporting, reporting on 
the long-term sustainability of public finances)?” ........................................................... 2 

Specific Matter of Comment 4 “Is the required content for financial statement 
discussion and analysis appropriate?” .......................................................................... 2 

Specific Matter of Comment 5 “Do you agree with the transitional provisions?” .................. 2 

Specific Matter of Comment 6 “Is the Implementation Guidance useful to 
understanding the requirements of the proposed IPSAS?” ............................................... 3 

Specific Matter of Comment 7 “Is the Illustrative Example a useful way of 
illustrating the requirements of the proposed IPSAS?” .................................................... 3 

 

ED 47 003



 

1 

1. Introduction 
 

The Swiss Public Sector Financial Reporting Advisory Committee (SRS-CSPCP) was 
established in 2008 by the Swiss Federal Ministry of Finance together with the intercantonal 
Conference of Cantonal Finance Directors (Finance Ministers at the States level). One of its 
aims is to provide the IPSAS Board with a consolidated statement for all the three Swiss 
levels of government (municipalities, cantons and Confederation). 
The SRS-CSPSP has discussed ED 47 Financial Statement Discussion and Analysis and 
comments as follows. 
 
 

2. General Remarks to Exposure Draft 
 
The SRS-CSPCP’s attitude towards this ED is critical. It believes that the difference between 
Financial Statement Discussion and Analysis and the actual Notes to the Financial 
Statements is not constant. The Notes are clearly part of the Financial Statements and 
therefore of the GPFS, while Financial Statement Discussion and Analysis is not part of the 
GPFS but is part of the GPFR. 
The SRS-CSPCP is of the opinion that the proposed title Financial Statement Discussion and 
Analysis does not reflect the definition intended. However in Section 8 (page 7) there is a 
reference to explanation only. The title also does not reflect the proposed content of such a 
document. The proposed content is limited to a description. The expressions Discussion and 
Analysis awaken in the users expectations that cannot be fulfilled in such a document. The 
SRS-CSPCP emphasises that the IFRS is also proposing to draw up such a narrative report. 
Here the document is called Management Commentary. 
The SRS-CSPCP therefore proposes changing the title Financial Statement Discussion and 
Analysis to Financial Statement Commentary, because it is rather a structured explanation of 
the Financial Statement than an analysis of ratios. The expression Commentary has the 
advantage that it is consistent with the IFRS. However, we believe that the expression 
Management should not be taken over from the IFRS, because it is sometimes accepted only 
reluctantly by the public sector. 
Below we will use the title Financial Statement Commentary and not Financial Statement 
Discussion and Analysis. 
In principle the SRS-CSPCP finds that it is useful to comment on the Financial Statement, 
because in this way it can be better understood by non-accountants 
 
 

3. Specific Matters for Comment 
 
Specific Matter for Comment 1 
“Do you agree that the material presented in this Exposure Draft should be 
developed as an IPSAS, with the same level of authority as the accrual based 
IPSASs, which applies to all entities that prepare financial statements in 
accordance with IPSASs?” 

 
The SRS-CSPCP does not agree with this proposal. It is of the opinion that this ED should not 
be developed as a binding standard, because the Financial Statement Commentary is not 
part of the GPFS but is only part of the other GPFR. The SRS-CSPCP points out that in the 
IFRS the Management Commentary is not a standard. Consequently an enterprise that uses 
IFRS is not compelled to prepare a Management Commentary or to apply a specific form in 
its preparation. The fact of not preparing a Management Commentary or of doing so in a 
different form does not prevent the enterprise’s accounts from being in conformity with IFRS.  
The SRS-CSPCP is of the opinion that the differences between the public and the private 
sectors do not justify a different solution. In other words, there is no reason for demanding a 
commentary in the public sector in order to satisfy IPSAS, but not in the private sector, in 
order to satisfy IFRS. 
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Furthermore, even if IPSAS are accounting and not auditing standards, there would be 
problems with the proposal of a standard which would have the “same level of authority as 
the accrual based IPSAS” when it comes to audit. The discussions within SRS-CSPCP have 
demonstrated these difficulties. A binding standard should be capable of being audited. As 
far as the Financial Statement Commentary is concerned, it would mean that the overall 
commentary should be audited, i.e. not only the facts and figures it includes, but also the 
comments and the interpretations it contains. This latter part being possibly the greatest 
part. Naturally figures and facts can be audited. However, comments and interpretations of 
the facts and figures are qualitative in nature. In practice they are influenced by politics. For 
this reason, auditing these qualitative elements is a tricky, difficult, or even impossible task, 
precisely because these pieces of information are not objective. 
 
 
Specific Matter for Comment 2 
“Do you agree that IPSAS 1 should be amended to clearly indicate that financial 
statement discussion and analysis is not a component of the financial statements?” 

 
The answer to this question is no longer meaningful, because the ED, as a binding 
standard, is rejected by SRS-CSPCP. 
But on the assumption that, and contrary to the opinion of the SRS-CSPCP, a binding 
standard were created, IPSAS 1 would have to be clarified to show that the Financial 
Statement Commentary is not part of the Financial Statements.  
 
 
Specific Matter for Comment 3 
“Is the scope of financial statement discussion and analysis clearly defined so as to 
distinguish it from other issues being addressed by the IPSASB (e.g., financial 
statements, service performance reporting, reporting on the long-term 
sustainability of public finances)?” 

 
The SRS-CSPCP is of the opinion that it should be clearly understood from the ED that this 
paper does not belong to the GPFS but belong to the other GPFR. Therefore it would have to 
be mentioned that the Financial Statement Commentary is not a Financial Statement and 
that it is part of the same group as Service Performance Reporting or Reporting on the long 
term sustainability of public finances. 
 
 
Specific Matter of Comment 4 
“Is the required content for financial statement discussion and analysis 
appropriate?” 

 
The SRS-CSPCP agrees in principle with the content required (Sections 15 to 32, pages 8-11) 
for the Financial Statement Commentary. 
 
 
Specific Matter of Comment 5 
“Do you agree with the transitional provisions?” 

 
Transitional provisions are not necessary, because the ED as a binding standard is rejected 
by the SRS-CSPCP. 
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Specific Matter of Comment 6 
“Is the Implementation Guidance useful to understanding the requirements of the 
proposed IPSAS?” 

 
Without doubt, the Implementation Guidance is important. Its contents should, however, be 
noticeably improved in 2 ways. 
1) Firstly it should be more clearly explained that the list of points mentioned does not 

necessarily reflect reality or the needs of any single entity in the public sector. 
Consequently the points mentioned are only suggestions, and the list is not exhaustive. 

2) The contents would also have to be structurally better adapted.   To be consistent, the 
structure would have to correspond to that mentioned under Point 15.   Therefore Part A, 
as proposed, would have to be forgone. All the more so, because the qualitative 
characteristics are already treated in the Conceptual Framework, which leads to 
duplication. Furthermore, Sections B and C, as they are mentioned in this document, 
should be combined. They are part of the same section Analysis of the entities financial 
statements including variances and trends. 
 

In order to ensure a certain logic in the presentation, the SRS-CSPCP proposes that the 
Implementation Guidance be structured as follows. 
 
 Section A:  Guidance on „overview of the entity“ 
 Section B:  Guidance on „objectives and strategies“ 
 Section C:  Guidance on „commentary (instead of analysis) of the entities financial 

statements, including variances and trends“ 
 Section D:  Guidance on „risks and uncertainties“ 
 
In the document proposed the content for Sections A, B and D are lacking. Most of the 
comment is therefore still to be drawn up. 

 
 

Specific Matter of Comment 7 
“Is the Illustrative Example a useful way of illustrating the requirements of the 
proposed IPSAS?” 

 
The SRS-CSPCP finds that the example chosen is not very relevant. It concentrates too 
strongly on macroeconomic, strategic and objectives aspects. It does not allow the 
construction of a relationship between the various elements that are expected to be part of 
the Financial Statement Commentary. Consequently the reader cannot obtain the 
information that is important for an understanding of the public entity’s financial situation. 
The SRS-CSPCP also discussed the difficulties that a small public body may encounter in 
drawing up a Financial Statement Commentary. Therefore, in order to be of use for a smaller 
public entity, it would be desirable to include an example, in which all 4 criteria are described 
concisely. For large public entities it is then relatively simple to complete the example and 
adapt it to their needs.  
 

 
 
 
Lausanne, July 5, 2012 
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THE CHAIRMAN  

Paris, 5th July 2012 
 

5, place des vins de France 

75573 PARIS Cedex 12 

FRANCE 

TELEPHONE: + 33 1 53 44 22 80 

E-mail: michel.prada@finances.gouv.fr 

 

 

 Ms Stephenie Fox 
Technical Director 
International Public Sector 
Accounting Standards Board 
International Federation of 
Accountants 
277 Wellington Street, 4th floor 
Toronto  
Ontario M5V 3H2 CANADA 

Re: Exposure Draft 47 

Financial Statement Discussion and Analysis 

Dear Ms Fox, 

Please find herewith the reply of the French Public Sector Accounting Standards 

Council (CNOCP) to the above exposure draft. 

To begin with, the CNOCP wishes to stress the relevance of the question raised by 

the IPSAS Board in this exposure draft, namely that of a report on financial 

statements. Indeed, the CNOCP believes that a Presentation Report on Financial 

Statements is needed to make statements easier to understand.   

However, the CNOCP considers that such a report is not a matter for an IPSAS 

firstly because this issue falls outside the scope of accounting standard-setting and 

secondly since a Presentation Report on Financial Statements is not conducive to 

standardisation. 
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The CNOCP would like to stress the following points: 

- The importance of the budget for the public sector has consequences for 

reports on financial statements. While in the private sector, the 

“management discussion and analysis” provides information on internal 

and external growth and development prospects, which are reported to 

shareholders at the annual general meeting, in the public sector, forward-

looking elements are discussed when the budget is being adopted. 

Accordingly, in the public sector, a Presentation Report on Financial 

Statements must be more tightly focused on the analysis of financial 

statements than in the private sector, since earlier budget discussions have 

dealt with the analysis of financial sustainability and the performance of 

public policies. This theme was, moreover, addressed during the debate on 

sustainability. 

- Any provisions relating to the Presentation Report on Financial Statements 

fall outside the scope of accounting standard-setting. The scope of the 

documents should be precisely defined (information related to the notes –

disclosures- and information that could be included in the Presentation 

Report on Financial Statements if they are to be considered relevant by the 

preparer). 

Accordingly, the CNOCP believes that a Presentation Report on Financial 

Statements: 

- must be confined to the analysis of the financial statements, without 

forward-looking information or duplication of the disclosures; 

- could provide useful insight to statement users, fostering a good 

understanding of the consequences of past public policies, but without 

assessing the performance or appropriateness of the underlying public 

policy; 
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- does fall outside the scope of accounting standard-setting. Furthermore it 

is the preparer’s duty to define the relevant analysis that should be 

presented to the users through his financial communication strategy. 

Yours sincerely 

Michel Prada 
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ANNEX 

RESPONSES TO THE QUESTIONS IN THE EXPOSURE DRAFT  

QUESTION 1 

Do you agree that the material presented in this Exposure Draft should be 

developed as an IPSAS, with the same level of authority as the accrual based 

IPSASs, which applies to all entities that prepare financial statements in 

accordance with IPSASs? 

The CNOCP considers that a Presentation Report on Financial Statements is 

necessary to help users understand financial statements. However, the CNOCP 

does not think that this is a matter for an IPSAS. In this regard, the CNOCP notes 

that the IASB has published a Practice Statement on Management Commentary 

for companies1. 

In addition, the CNOCP questions whether it is possible to genuinely standardise 

this type of report. It seems feasible only to provide public entities with guidance 

on methods for preparing such reports or on the themes that should be covered, 

while leaving it up to accounts preparers to determine whether information on 

these subjects is actually relevant or whether other factors need to be emphasised. 

When a report is standardised, there is a danger that it could lose its value, as 

entities check off the sections required under the standard without necessarily 

highlighting the most important information. 

Moreover, setting a standard could create confusion with the financial statements. 

                                                 
1 IFRS Practice Statement Management Commentary, published on 8 December 2010 and not 
approved. 
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QUESTION 2 

Do you agree that IPSAS 1 should be amended to clearly indicate that 

financial statement discussion and analysis is not a component of the 

financial statements? 

If financial statement discussion and analysis is not the subject of a standard, then 

IPSAS 1 does not have to be amended for this reason because there is no risk of a 

conflict of standards.  

QUESTION 3 

Is the scope of financial statement discussion and analysis clearly defined so 

as to distinguish it from other issues being addressed by the IPSAS Board 

(e.g. financial statements, service performance reporting, reporting on the 

long-term sustainability of public finances)? 

The CNOCP believes that the respective scopes of the different documents are not 

precise enough. As the exposure draft shows, some items provided for inclusion in 

financial statement discussion and analysis could also appear either in the notes or 

in sustainability reporting. 

To clarify the scope of and relationships between the various financial documents 

that may be published, the CNOCP suggests making reference to the two key 

components of public finance, namely: 

- Accounting, which includes: 

o the financial statements which are in the scope of accounting 

standard-setting; 

o and if necessary, according to national regulations, a Presentation 

Report on Financial Statements; 

- budget, to which the budget and its outturn could be attached, along with 

service performance and sustainability reporting. 

The IPSAS Board intends to “supplement” the financial statements. However the 

statements should be self-sufficient. A Presentation Report on Financial 

Statements, as the CNOCP understands it (i.e. without forward-looking 
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information or an assessment of public policy), should merely provide analyses 

and highlight key points to make the statements easier to read and understand. 

QUESTION 4 

Is the required content for financial statement discussion and analysis 

appropriate? 

The CNOCP supports the idea of a separate document that supplements the 

financial statements of an entity, enabling an analysis of the statements. The 

CNOCP notes that this type of document exists in many situations, following a 

wide range of more or less specific requirements. Moreover, this kind of 

document is especially important since there is often a fundamental separation 

between the person or entity that commits the spending and the accountant. 

Accordingly, the Presentation Report on Financial Statements is a valuable 

document in which decision-makers can provide essential explanations2 to ensure 

the clarity of financial statements produced chiefly by accountants. 

The CNOCP stresses that the aim is to promote a better understanding of a given 

financial situation and the main contributing factors, not to assess the 

appropriateness or performance of public policy. As mentioned in the response to 

question 3, questions of whether to put information in the notes or in the report 

need to be clarified, and the Presentation Report on Financial Statements should 

not include forward-looking elements.  

QUESTION 5 

Do you agree with the transitional provisions? 

Since the CNOCP does not favour a standard, the question of transitional 

provisions is not relevant. 

                                                 
2 e.g. highlight a specific investment to explain the levels of and changes in certain balance sheet 
items. 
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QUESTION 6 

Is the Implementation Guidance useful to understanding the requirements of 

the proposed IPSAS? 

Since it is fairly descriptive, the proposed Implementation Guidance often 

presents information that should be in the financial statements, which could create 

confusion. 

The elements presented in section A regarding qualitative characteristics of 

General Purpose Financial Reports make good sense. 

QUESTION 7 

Is the Illustrative Example a useful way of illustrating the requirements of 

the proposed IPSAS?  

We have no comments as regards the part of the example that deals with 

explanations of the financial statements. However, other elements in the example, 

while intrinsically interesting, are the subject for a budget analysis report. 
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FRENCH VERSION 

 

Nous vous prions de bien vouloir trouver ci-joint la réponse du Conseil de 

normalisation des comptes publics (CNOCP) sur l’exposé sondage sus-mentionné. 

A titre liminaire, le Conseil souligne l’intérêt de la question d’un rapport portant 

sur les états financiers soulevée par l’IPSAS Board dans cet exposé sondage. Le 

Conseil pense en effet qu’un « rapport de présentation des états financiers » est 

nécessaire afin de faciliter la bonne compréhension de ces états.  

Le Conseil est cependant d’avis qu’un tel rapport ne doit pas donner lieu à une 

norme car, d’une part, le sujet ne relève pas du champ de compétences du 

normalisateur comptable et, d’autre part, un « rapport de présentation des états 

financiers » ne se prête pas à la « normalisation ». 

Le Conseil tient à souligner les points suivants. 

- L’importance du budget dans le secteur public a des répercussions sur le 

rapport relatif aux états financiers. Si dans l’entreprise privée, le « rapport 

de gestion » contient des éléments sur les perspectives de croissance 

interne et externe et de développement qui sont portées à la connaissance 

des actionnaires lors de l’assemblée générale, dans le secteur public, le 

débat prospectif a lieu au moment de l’adoption du budget. C’est pourquoi 

un « rapport de présentation des états financiers » dans le secteur public 

doit être plus fortement circonscrit aux analyses des états financiers que 

dans la sphère privée, l’analyse de la soutenabilité financière et de la 

performance des politiques publiques relevant de débats budgétaires 

préalables. Ce thème a d’ailleurs déjà été abordé à l’occasion de la 

discussion sur la soutenabilité. 

- Les éventuelles prescriptions relatives à l’élaboration d’un « rapport de 

présentation des états financiers » ne relèvent pas de la compétence du 

normalisateur comptable. Le périmètre respectif des différents documents 
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(informations relevant des notes annexes et informations susceptibles de 

figurer dans un « rapport de présentation des états financiers » si le 

producteur des comptes les juge pertinentes) doit être précisé.  

Aussi, le Conseil considère-t-il qu’un « rapport de présentation des états 

financiers » : 

- doit se limiter à l’analyse des états financiers, sans éléments prospectifs et 

sans redondance avec les commentaires de l’annexe,  

- peut utilement éclairer le lecteur des comptes pour la bonne 

compréhension des conséquences des politiques publiques passées, sans 

pour autant évaluer la performance, ni la pertinence de la politique 

publique sous-jacente, 

- est en dehors du champ de la normalisation comptable. Il appartient au 

producteur des comptes de déterminer les analyses qu’il juge pertinent de 

porter à la connaissance des lecteurs des comptes dans le cadre de sa 

stratégie de communication financière. 
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ANNEXE 

REPONSES AUX QUESTIONS POSEES DANS L’EXPOSE-SONDAGE 

QUESTION 1 

Etes-vous d’accord pour que les éléments de cet exposé sondage se traduisent 

par l’adoption d’une norme IPSAS qui aurait une portée identique aux 

autres normes IPSAS existantes, et qui en conséquence, s’appliquerait à 

l’ensemble des entités qui préparent des états financiers répondant ou 

s’inspirant des normes IPSAS ? 

Le Conseil considère qu’un « rapport de présentation des états financiers » est 

nécessaire pour faciliter leur compréhension par les utilisateurs, mais ne doit pas 

faire l’objet d’une norme de l’IPSAS Board. Le Conseil relève à cet égard que 

pour les entreprises, l’IASB a publié un « Practice Statement »3. 

De plus, le Conseil s’interroge sur la possibilité de réellement normaliser ce type 

de rapport. Il lui semble seulement envisageable de guider la démarche des entités 

publiques en leur donnant des conseils sur la méthode d’élaboration du rapport ou 

sur des thèmes à traiter, à charge pour les producteurs des comptes de déterminer 

si des informations sur ces sujets sont réellement pertinentes ou si d’autres doivent 

être soulignées. Le risque de la normalisation d’un rapport est de lui faire perdre 

son intérêt, les entités complétant les rubriques prévues par la norme sans 

nécessairement mettre en perspective les éléments les plus importants. 

Enfin, le fait même de créer une norme pourrait être source de confusion avec les 

états financiers. 

                                                 
3 The IFRS Practice Statement Management Commentary, publié le 8 décembre 2010 et non 
approuvé. 
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QUESTION 2 

Etes-vous d’accord avec le fait que l’IPSAS 1 devrait être amendé afin 

d’indiquer clairement que le rapport sur la discussion et l’analyse des états 

financiers n’est pas une composante des états financiers ? 

Dès lors que le rapport de discussion et d’analyse des états financiers ne donne 

pas lieu à une norme, il ne semble pas indispensable d’amender l’IPSAS 1 pour 

cette raison puisqu’il ne risque pas d’y avoir conflit de normes.  

QUESTION 3 

Le périmètre du rapport sur la discussion et l’analyse des états financiers est-

il défini de manière suffisamment claire pour le distinguer d’autres sujets 

traités par l’IPSAS Board (par exemple, les états financiers, le rapport sur la 

performance de service, le rapport sur la soutenabilité à long terme des 

finances publiques) ? 

Le Conseil considère que les périmètres respectifs des différents documents ne 

sont pas assez précis. Comme le relève l’exposé sondage, certains items prévus 

pour le rapport sur la discussion et l’analyse des états financiers pourraient figurer 

également soit dans les notes annexes, soit dans un rapport sur la soutenabilité. 

Pour clarifier l’articulation et la portée des différents documents financiers dont la 

publication est envisageable, le Conseil suggère de se référer aux deux piliers des 

finances publiques : 

- le pilier comptable qui comprend : 

o les états financiers soumis à la normalisation comptable, 

o et le cas échéant, en fonction des réglementations nationales, un 

« rapport de présentation des états financiers », 

- le pilier budgétaire, auquel se rattacheraient le budget, son exécution ainsi 

que les éventuels rapports sur la soutenabilité et l’analyse de la 

performance. 

L’IPSAS Board envisage de « complémenter » les états financiers. Or, ceux-ci 

doivent être autosuffisants. Le rapport de présentation des états financiers, tel que 
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l’entend le Conseil (donc à l’exclusion d’éléments prospectifs ou d’évaluation de 

politique publique), ne peut qu’éclairer leur lecture et leur compréhension par des 

analyses et mises en exergue d’éléments clés. 

QUESTION 4 

Les éléments constitutifs requis pour le rapport sur la discussion et l’analyse 

des états financiers sont-ils appropriés ? 

Le Conseil est favorable à l’existence d’un document complémentaire et distinct 

des états financiers d’une entité, afin de procéder à une analyse de ces états. Le 

Conseil constate que ce type de documents existe dans de nombreux cas, selon des 

prescriptions variées et plus ou moins précises. Ce type de documents est 

d’ailleurs d’autant plus important qu’existe souvent une séparation fondamentale 

entre celui qui engage la dépense et le comptable ; aussi le « rapport de 

présentation » est-il un document très utile pour que les décideurs apportent des 

explications essentielles4  à la bonne intelligilibité des états financiers 

essentiellement produits par les comptables. 

Le Conseil insiste sur le fait qu’il s’agit bien de permettre une meilleure 

compréhension de la situation financière et de ses principaux facteurs explicatifs 

mais pas d’évaluer la pertinence ni la performance d’une politique publique. 

Comme évoqué en réponse à la question 3, des questions de classement 

d’informations entre l’annexe et le rapport doivent être clarifiées et le « rapport de 

présentation des états financiers » ne doit pas comprendre d’éléments prospectifs.  

QUESTION 5 

Approuvez-vous les dispositions transitoires ? 

Puisque le Conseil considère qu’il ne doit pas y avoir une norme, la question 

d’éventuelles dispositions transitoires ne se pose pas. 

                                                 
4  Il peut s’agir de souligner la réalisation d’un investissement particulier pour éclairer la 
compréhension des montants et des évolutions de certains postes de bilan par exemple. 
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QUESTION 6 

Le guide d’application est-il utile pour comprendre les exigences du projet de 

norme IPSAS ? 

Etant assez descriptif, le guide d’application proposé présente souvent des 

éléments qui doivent figurer dans les états financiers, ce qui peut susciter des 

confusions. 

Les éléments présentés dans la section A (application des caractéristiques 

qualitatives du « General Purpose Financial Report » au rapport de discussion et 

d’analyse des états financiers) semblent de bon sens. 

QUESTION 7 

Pensez-vous que l’exemple donné dans l’exposé sondage permet d’illustrer de 

manière pertinente les critères requis pour cette norme IPSAS relative au 

rapport de discussion et d’analyse des états financiers ?  

L’exemple proposé n’appelle aucun commentaire particulier pour la partie relative 

aux explications sur les comptes. En revanche, d’autres éléments présentés, 

quoiqu’intrinsèquement intéressants, relèvent d’un rapport d’analyse budgétaire. 
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The Canadian Institute of Chartered 
Accountants 
277 Wellington St. West 
Toronto, ON M5V 3H2  

L’Institut Canadien des Comptables Agréés 
277, rue Wellington Ouest 
Toronto (Ontario)  M5V 3H2 

Tel/Tél. : 416 977.3222 Fax/Téléc. : 416 
977.8585 

 
 
 
 
 
 
 
July 11, 2012 
 
Technical Director  
International Public Sector Accounting Standards Board  
International Federation of Accountants  
277 Wellington Street West  
Toronto, Ontario M5V 3H2 CANADA  
 
 
Re: PSAB Staff Comments on IPSASB’s Exposure Draft (ED), 

“Financial Statement Discussion and Analysis”  
 
We are pleased to provide you with a response to the Exposure Draft – 
Financial Statement Discussion and Analysis.  We believe that having a 
standard on this topic is of value as it will contribute to providing users 
with information which will enhance their understanding of the financial 
position and results of operations, enabling them to make more informed 
decisions and judgments.   
 
Responses to the Specific Matters for Comment are set out in Appendix A to 
this letter and represent the views of PSAB staff and not those of the 
Public Sector Accounting Board (PSAB).   
 
Thank you again for the opportunity to provide you with input on this 
Exposure Draft.  We hope that you find our comments helpful. 
 
 
 
Sincerely, 
 
 
 
 
Joanna Chrzanowski, CA 
Principal 
Public Sector Accounting 
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APPENDIX A 

 

SPECIFIC MATTER FOR COMMENTS 
 
Specific Matter for Comment 1: 
Do you agree that the material presented in this Exposure Draft 
should be developed as an IPSAS, with the same level of authority as 
the accrual based IPSASs, which applies to all entities that prepare 
financial statements in accordance with IPSASs? 
 
Having an authoritative standard on financial statement discussion and 
analysis is beneficial as it would require all public sector entities applying 
IPSASs to provide additional information about the financial statements and 
hence contribute to users’ understanding of information contained in the 
financial statements.  This in turn would allow users to make more informed 
decisions and judgements.  An authoritative standard on this topic would 
also be of value as it would contribute to comparability and consistency of 
information. 
 
Although an IPSAS on financial statement discussion and analysis is 
attractive from users’ perspective, it may encounter some resistance by 
preparers and in turn may have an impact on the adoption of IPSASs.  
Therefore, it is important to allow for appropriate transitional provisions as 
discussed in the Specific Matter for Comment 5. 
 
Specific Matter for Comment 2: 
Do you agree that IPSAS 1 should be amended to clearly indicate 
that financial statement discussion and analysis is not a component 
of the financial statements? 
 
Yes.  A clear identification that financial statement discussion and analysis is 
not a component of the financial statements is needed.  This may especially 
be important for users in distinguishing the information provided as part of 
the financial statements and that presented as part of the financial statement 
discussion and analysis.  Further, a clear identification that financial 
statement discussion and analysis is not a component of the financial 
statements will be helpful in providing a distinction between the audited 
financial statements and the additional information in the financial statement 
discussion and analysis which is not required to be audited.   
 
Specific Matter for Comment 3: 
Is the scope of financial statement discussion and analysis clearly 
defined so as to distinguish it from other issues being addressed by 
the IPSASB (e.g., financial statements, service performance 
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reporting, reporting on the long-term sustainability of public 
finances)? 
 
Yes 
 
Specific Matter for Comment 4: 
Is the required content for financial statement discussion and 
analysis appropriate? 
 
Yes 
 
Specific Matter for Comment 5: 
Do you agree with the transitional provisions? 
 
Overall, we agree with the transitional provisions.  However, as this is 
proposed to be a mandatory standard, IPSASB may want to consider 
including transitional provisions which would lessen the burden of adoption 
of this IPSAS by entities in the process of adopting IPSASs or which are 
considering such transition.   
 
Specific Matter for Comment 6: 
Is the Implementation Guidance useful to understanding the 
requirements of the proposed IPSAS? 
 
We believe that the Implementation Guidance is useful to understanding the 
requirements of the proposed IPSAS and would be especially helpful for 
entities that have not prepared such information in the past nor have little 
experience in preparation of such information.   
 
We would like to provide a suggestion to improve the Implementation 
Guidance.  Specifically, paragraph A.IG11 states the following: 
 

It is important that information presented in the financial statement discussion and 
analysis is supported by information in the financial statements, and does not go 
beyond or contradict the information presented in the financial statements.  

 
It appears that the purpose of the underlined wording is to ensure that the 
financial statement discussion and analysis does not provide information 
that does not pertain to the financial statements and hence the wording 
“does not go beyond” was used.  However, IPSASB staff may need to 
consider changing this wording or clarifying what is meant by it as for users 
to gain a better understanding of an entity’s financial position and changes in 
financial position, other information, beyond that contained in the current 
financial statements, may be required.  IPSASB staff appears to agree with 
this in in paragraph A.IG13: 
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While the information provided in financial statement discussion and analysis may 
reflect information outside of the financial statements (e.g., economic indicators such 
as changes in the tax base or the employment base), that information should be related 
to the reporting period and should be from a reliable source. 

 
Specific Matter for Comment 7: 
Is the Illustrative Example a useful way of illustrating the 
requirements of the proposed IPSAS? 
 
Yes, we believe that the Illustrative Example is a useful way of illustrating the 
requirements of the proposed IPSAS for the same reasons mentioned in the 
response to Specific Matter for Comment 6. 
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ZAMBIA INSTITUTE OF CHARTERED ACCOUNTANTS 

 

Accountants Park  

Plot 2374, Thabo Mbeki Road 

P.O. Box 32005 

Lusaka 

ZAMBIA 

 

Telephone: + 260 21 1 255345/255356/255361, Fax + 260 21 1 255355 

E-mail: techzica@coppernet.zm 

       zica@coppernet.zm 

 

 

9
th 

July 2012 

 

The Technical Director 

International Public Sector Accounting Standards Board 

International Federation of Accountants 

277 Wellington Street West, 6
th

 Floor 

Toronto, Ontario M5V 3H2  

CANADA 
 

 

Dear Stephenie, 

 

Comments on Exposure Draft- Financial Statement Discussion and Analysis 

 

The Zambia Institute of Chartered Accountants welcomes the opportunity to comment on the 

Exposure Draft issued by the International Public Sector Accounting Standards Board 

(IPSASB), in March 2012.   

 

We strongly support the project which is being undertaken, as it will provide a framework for 

the consistent and comparable preparation and presentation of financial statement discussion 

and analysis in public sector entities’ financial statements. 

 

Our comments on the proposed exposure draft (ED) 47, Financial Statement Discussion and 

Analysis, are as follows: 
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Question 1  

 

Do you agree that the material presented in this Exposure Draft should be developed as an 

IPSAS, with the same level of authority as the accrual based IPSASs, which applies to all 

entities that prepare financial statements in accordance with IPSASs? 

 

Comment  
Yes we do agree that the preparation and presentation of financial statement discussion and 

analysis should be a standard, with the same level of authority as the accrual based IPSASs 

rather than as guidance. Developing a standard would be appropriate as it will address the 

needs of various users of financial statements rather than restricting to the specific users such 

as investors as the case with Management Commentary, an IFRS Practice Statement.  

 

 

Question 2  

Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement 

discussion and analysis is not a component of the financial statements? 

 

Comment 

 

We do agree that IPSAS 1 should be amended to clearly indicate that financial statement 

discussion and analysis is not a component of the financial statements. The proposed 

amendment to IPSAS 1 would minimize potential misunderstanding by the preparers of 

financial statements. 

 

Question 3  

 

Is the scope of financial statement discussion and analysis clearly defined so as to distinguish 

it from other issues being addressed by the IPSASB (e.g., financial statements, service 

performance reporting, reporting on the long-term sustainability of public finances)? 

 

Comment 

 

The scope of financial statement discussion and analysis has been clearly defined as 

highlighted by paragraph 15 of the proposed standard. 

  

 

Question 4  
 

Is the required content for financial statement discussion and analysis appropriate? 

 

Comment 

 

The content of the proposed standard seems to be appropriate; we have got no divergent 

views. 
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Question 5 

 

Do you agree with the transitional provisions and effective date? 

 

Comment 

 

We agree with the transitional provisions and proposed effective date. 

 

 

Question 6 

 

Is the Implementation Guidance useful to understanding the requirements of the proposed 

IPSAS? 

 

 

Comment 

 

Yes we do agree that, the Implementation Guidance is useful to understanding of the 

requirements of the proposed IPSAS. 

 

 

Question 7 

 

Is the Illustrative Example a useful way of illustrating the requirements of the proposed 

IPSAS? 

 

Comment 

 

Yes, the illustrative example is a useful way of illustrating the requirements of the proposed 

IPSAS. The illustrative example would help the users of financial statements to comprehend 

the information which would be contained in financial statement discussion and analysis 

 

 

 

 

The Institute will be ready to respond to any matters arising from the above comments. 

 

Yours faithfully 

 

 

Musonda Boniface 

  

Technical Officer 
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PO Box 1077 
 St Michaels, MD 21663 
 T. 410-745-8570 
 F. 410-745-8569  

 
July 16, 2012 

 
Ms. Stephenie Fox 
The Technical Director 
International Public Sector Accounting Standards Board (IPSASB) 
International Federation of Accountants 
277 Wellington Street West, 6th Floor 
Toronto, Ontario M5V 3H2 CANADA 

Dear Ms. Fox: 

1. The International Consortium on Governmental Financial Management (ICGFM) welcomes 
the opportunity to respond to IPSAS Exposure Draft 47 on Financial Statement Discussion 
and Analysis (FSD&A).  We are pleased to see the IPSASB address discussion and analysis 
of financial statements since much of the financial data presented is not clearly understood by 
many governmental decision makers. 
 

2. Working globally with governments, organizations, and individuals, ICGFM is dedicated to 
improving financial management by providing opportunities for professional development 
and information exchange.  ICGFM conducts two major international conferences each year 
and publishes an international journal twice each year.  Services are provided to its 
membership through an international network.  ICGFM represents a broad array of financial 
management practitioners (accountants, auditors, comptrollers, information technology 
specialists, treasurers, and others) working in all levels of government (local/municipal, 
state/provincial, and national).  Since a significant number of our members work within 
government and audit institutions around the world, our response to this exposure draft is one 
from an international perspective. 

 
3. Our response to each of the specified comments is as follows: 

a. In response to Comment 1 (Do you agree that the material presented in this Exposure 
Draft should be developed as an IPSAS, with the same level of authority as the accrual 
based IPSASs, which applies to all entities that prepare financial statements in accordance 
with IPSASs?), we agree that an IPSAS should be issued.  However, we have some 
reservations as to whether a FSD&A should be required or whether it should only be 
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encouraged.  ED 47 is a very general statement and covers a wide range of objectives.  
The key problem is with the objectives of financial statements.  We would suggest that 
financial statements for sovereign entities and sub-national public sector entities fulfill 
three primary objectives: 
1) Information on solvency - for existing and potential creditors, citizens and other 

persons/organizations with an interest in the entity. 
2) Information on the performance of management - accountability to the citizens and 

other stakeholders. 
3) Information that can be used to enhance forecasting and hence as the basis of 

decisions. 

Achievement of the above objectives will be enhanced by the narrative FSD&A 
statements and hence we support such statements but consider they should be encouraged 
rather than mandatory. Their content should achieve a balance between the above 
information requirements. 

b. In response to Comment 2 (Do you agree that IPSAS 1 should be amended to clearly 
indicate that financial statement discussion and analysis is not a component of the 
financial statements?), we agree. 

c. In response to Comment 3 (Is the scope of financial statement discussion and analysis 
clearly defined so as to distinguish it from other issues being addressed by the IPSASB 
(e.g., financial statements, service performance reporting, reporting on the long-term 
sustainability of public finances)?, we agree. 

d. In response to Comment 4 (Is the required content for financial statement discussion and 
analysis appropriate?), we agree but would like to have seen the following included: an 
overview of the entity’s structure,  the organizational scope of the Accounting Officer’s 
responsibilities, the geographic location of significant offices and service delivery points, 
and staffing levels in significant branches. In addition, we would like the following to be 
considered: 
1) A FSD&A should describe the significant events and activities that have affected the 

implementation of the entity’s budget.  An analysis should be provided of at least the 
last five financial years indicating the key changes to the entity’s budget, actual 
financial results and any significant trends.  In contrast, ED 47 only states (paragraph 
C.IG6, page 30): “Trend analysis may cover several prior years if the information is 
available and can be presented in a consistent manner.” 

2) More information should be provided to explain and account for all significant 
variances between the actual and the budgeted revenue and expenditure.  Guidance 
should be provided on the level of detail to be provided which is necessary to ensure 
the Accounting Officer is actually held accountable to the governing body and the 
public for their management of the entity’s budget.  The only guidance contained in 
the current ED is: “26.  To the extent such information is not included in the financial 
statements, financial statement discussion and analysis should include information 
about significant positive and negative variances between: (a) Actual results and the 
budget; and (b) The prior year and current year financial statements, by explaining 
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significant changes and highlighting trends.”  In contrast, far more detail is provided 
in ED 47 on the information which is to be provided on the risks and uncertainties the 
entity faces.  There should be a balance between accounting for past actions and 
results, and providing indications of the future financial performance of the entity. 

3) Full details and explanations are required where any budgeted amounts or 
appropriations have been exceeded or expenses incurred without appropriate authority 
from the governing body.  This should include details of what expenditure was found 
to be necessary, what steps were taken to obtain appropriate authority for the 
expenditure and how information about this expenditure was reported to senior 
officials and governing body at the earliest possible date. Details and explanations are 
also required to account for significant under-spending of budgeted amounts. 

4) An explanation should be provided of the following sentence from paragraph 14 of 
IPSAS 24 (and also paragraph 1.9.8 of the Cash Basis IPSAS): “The comparison of 
budget and actual amounts shall present separately for each level of legislative 
oversight.” 

5) There should be encouragement that narrative reports are concise and avoid either 
platitudes or becoming condescending to users. However, we recognize that it is 
difficult to be prescriptive in relation to such matters. 

 
e. In response to Comment 5 (Do you agree with the transitional provisions?), we agree. 
f. In response to Comment 6 (Is the Implementation Guidance useful to understanding the 

requirements of the proposed IPSAS?), we agree. 
g. In response to Comment 7 (Is the Illustrative Example a useful way of illustrating the 

requirements of the proposed IPSAS?), we agree but would like to have seen a trend line 
for tax rates.  In addition, the illustrative example included with ED 47 includes more 
information about the country’s economy rather than the government’s financial 
transactions and results.  It also provides some information on trends in the level of 
revenue and expenditure over time, but not examples of explanations to account for 
significant differences between the budget and actual results. 

 
4. We recognize that there are some philosophical differences between the Cash Reporting 

IPSAS and the accrual IPSAS since the former emphasizes “fiscal discipline” and the latter 
emphasizes both “fiscal discipline and fiscal sustainability”.  However, we would like to have 
seen some reference in the Conclusions to why a FSD&A for the Cash IPSAS was not 
included in the proposed IPSAS for the following reasons: 
a. As a minimum, we believe that a FSD&A should be encouraged in the Cash IPSAS 

similar to what was done in developing the standards for "Budget/Actual Comparative 
Statements (1.9)" and "Recipients of External Assistance (1.10)" and that such an IPSAS 
should be issued for comment at the same time as this ED 47.  It is as important for 
preparers of the required financial statements under the Cash IPSAS to explain the 
financial data in their statements as it is for those preparing financial statements under the 
accrual IPSAS. 

b. The cash basis (or the modified cash basis) is the approach traditionally adopted in the 
public sector for accounting officers of individual ministries, departments and agencies to 
account to governing body for their financial management of the entity for which they are 
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responsible.  With the accrual basis, actual cash receipts are replaced by estimates of 
revenue due for the year in question and estimates of expenditure (based on guesses on 
the useful life of buildings and other assets and the cost of funding future pensions). 

5. We appreciate the opportunity to comment on this exposure draft and would be pleased to 
discuss this letter with you at your convenience. If you have questions concerning this letter, 
please contact Dr. Jesse Hughes, CPA, CIA, CGFM at jhughes@odu.edu or 757.223.1805. 

Sincerely, 

 

ICGFM Accounting Standards Committee 
Jesse W. Hughes, Chair 
Masud Mazaffar 
Michael Parry 
N. Tchelishvili 
Andrew Wynne 

Cc: Linda Fealing 
       President, ICGFM 

ED 47 009



 

1 
 

By e-mail 
Stephanie Fox 
Technical Director  
International Public Sector Accounting Standards Board 
IFAC 
 
 
Our ref: TECH-CDR-1132 
 
20 July 2012 
 
Dear Ms Fox 
 
IPSASB:  Financial Statement Discussion and Analysis (Exposure Draft 47)  
 
ACCA (The Association of Chartered Certified Accountants) welcomes the 
opportunity to comment on the proposed international accounting standard – 
financial statement discussion and analysis.    
 
ACCA is the global body for professional accountants. We aim to offer business-
relevant, first-choice qualifications to people of application, ability and ambition 
around the world who seek a rewarding career in accountancy, finance and 
management. We support our 154,000 members and 432,000 students throughout 
their careers, providing services through a network of 83 offices and centres. A 
significant proportion of our members work within public sector and therefore this 
consultation is highly relevant to them. 
 
Overall, we are broadly supportive of the introduction of the accounting standard 
‘financial statement discussion and analysis’. We believe that it will help to shine a 
new light on the financial information presented by public entities for a wide range 
of users and promote the harmonisation of reporting across the public sector. 
However, while transparency and accountability will be improved it will be 
important to highlight in the proposed standard that information should be 
reported objectively so as to avoid bias. There is evidence from other sectors that 
discussion and analysis has at times led to self-promotion and padding e.g. 
reporting only positive service performance and outcomes.    
 
Our responses to specific matters for comment are set out below. 
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Reponses to specific questions 
 
Specific Matter for Comment 1: 
Do you agree that the material presented in this Exposure Draft should be 
developed as an IPSAS, with the same level of authority as the accrual based 
IPSASs, which applies to all entities that prepare financial statements in 
accordance with IPSASs? 
 
At a time when public entities are receiving criticism for poor financial information 
and a lack of transparency we believe that the introduction of the standard 
‘financial statement discussion and analysis’ will help to stem these criticisms. At 
the moment we have no meaningful comparisons between different countries and 
across differing economic systems as there is no robust evidence base. Therefore, 
we agree that the ED should be developed into an IPSAS standard as it is more 
likely that it will be adopted by public entities and will help drive improvements in 
financial information.  
 
 
Specific Matter for Comment 2: 
Do you agree that IPSAS 1 should be amended to clearly indicate that financial 
statement discussion and analysis is not a component of the financial 
statements? 
 
Yes, we agree that IPSAS 1 should be amended as set out in the consultation. 
 
 
Specific Matter for Comment 3: 
Is the scope of financial statement discussion and analysis clearly defined so as 
to distinguish it from other issues being addressed by the IPSASB (e.g., 
financial statements, service performance reporting, reporting on the long-
term sustainability of public finances)? 
 
In our view there is an overlap between the ED and other areas of reporting that 
IPSASB is seeking to address, such as service performance reporting. However, if 
these areas are published as supporting guidance and best practice the ED will 
serve to reinforce them. This will also require the proposed standard and guidance 
to be appropriately cross-referenced.   
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Specific Matter for Comment 4: 
Is the required content for financial statement discussion and analysis 
appropriate? 
 
Yes, we agree that the required content is appropriate and consistent with 
reporting in similar sectors i.e. the charitable sector.  We also agree that reporting 
on risk and uncertainties should go beyond a public entity making a statement 
confirming that the major risks to which the organisation has been exposed have 
been reviewed and systems or procedures have been established to manage those 
risks.  However, in our view the current ED underestimates the difficulties that 
could be encountered by public entities reporting on significant risks which are the 
result of a government led policy initiative gone wrong or where reporting risks are 
not deemed to be in the public interest. It would be helpful if the proposed 
standard could provide further guidance for public entities on addressing these 
types of issue.  
 
 
Specific Matter for Comment 5: 
Do you agree with the transitional provisions? 
 
Yes, we agree with the transitional provisions. 
 
 
Specific Matter for Comment 6: 
Is the Implementation Guidance useful to understanding the requirements of 
the proposed IPSAS? 
 
Yes, the examples are useful as practical guidance. We would also agree that 
forward looking information statements should not be mandatory in the 
discussion and analysis section of the financial statements. There are other 
avenues for this information to be reported outside of the financial reporting 
process and these should be encouraged.  
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Specific Matter for Comment 7: 
Is the Illustrative Example a useful way of illustrating the requirements of the 
proposed IPSAS? 
 
Yes, as above. However, the illustrative example does not make clear who in the 
public entity is taking ownership for the discussion and analysis. The origin of 
discussion and analysis would aid accountability, particularly where there has been 
a change on executive roles in a year.  
 
Also, a more liberal use of footnotes in the exemplar would reinforce the 
objectivity of the evidence base and allow the user to better assess the accuracy of 
interpretation in the commentary. 
 
 
We hope you find the above useful. If you would like to discuss any of the above 
further please contact Gillian Fawcett (Head of Public Sector) on 02070595674 or 
e-mail: gillian.fawcett@accaglobal.com  
 

 
Gillian Fawcett 
Head of Public Sector 
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National Audit Office  
Notre Dame Ravelin 
Floriana  FRN 1600 
Malta  

                                                                                                                             
Our Ref: 97/2012 
 
25 July 2012 
 
Ms Stephenie Fox 
Technical director 
International Public Sector Accounting
Standards Board 
International Federation of Accountants
277 Wellington Street West, 6th 
Floor, Toronto, Ontario M5V 3 H2 
CANADA  
 
 
 
Dear Ms Fox  
 
NAO (Malta) wishes to make the following comments on IPSASB Exposure Draft 47:
 
Exposure Draft 47 - Financial Statement Discussion and Analysis
 
Specific Matter for Comment 1:
Do you agree that the material presented in this Exposure Draft should be developed as an 
IPSAS, with the same level of authority as the accrual based IPSASs, which applies to all entities 
that prepare financial statements in accordance with IPSASs?
 
Yes, NAO Malta agrees with the above.
 
Moreover, paragraph 4 of the Exposure Draft states that “this Standard applies to all public 
sector entities other than Government Business Enterprises.”  
guidance is also to be provided on whether financial statement discussion and analysis 
preparation is also to include the results of government business enterprises in cases where 
consolidation with government business ente
 
Specific Matter for Comment 2:
Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement 
discussion and analysis is not a component of the financial statements?
 
NAO Malta agrees with the above.  Otherwise, the financial statements of public entities would 
include an additional component that private sector entities and government business enterprises 
would not be required to prepare.  Moreover, the inclusion of fi
analysis as a component of the financial statements would render the preparation of the latter a 
more complex exercise.   
 
However, NAO opines that the content of the financial statement discussion and analysis is to be 
reviewed by external auditors for any inconsistencies with the financial statements (as per 
paragraph BC10 on page 16).  
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NAO (Malta) wishes to make the following comments on IPSASB Exposure Draft 47:

Statement Discussion and Analysis 

Specific Matter for Comment 1: 
Do you agree that the material presented in this Exposure Draft should be developed as an 

the same level of authority as the accrual based IPSASs, which applies to all entities 
financial statements in accordance with IPSASs? 

Yes, NAO Malta agrees with the above. 

Moreover, paragraph 4 of the Exposure Draft states that “this Standard applies to all public 
sector entities other than Government Business Enterprises.”   NAO Malta opines, however, that 
guidance is also to be provided on whether financial statement discussion and analysis 
preparation is also to include the results of government business enterprises in cases where 
consolidation with government business enterprises is carried out. 

Specific Matter for Comment 2: 
Do you agree that IPSAS 1 should be amended to clearly indicate that financial statement 

analysis is not a component of the financial statements? 

NAO Malta agrees with the above.  Otherwise, the financial statements of public entities would 
include an additional component that private sector entities and government business enterprises 
would not be required to prepare.  Moreover, the inclusion of financial statement discussion and 
analysis as a component of the financial statements would render the preparation of the latter a 

However, NAO opines that the content of the financial statement discussion and analysis is to be 
iewed by external auditors for any inconsistencies with the financial statements (as per 
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Specific Matter for Comment 3: 
Is the scope of financial statement discussion and analysis clearly defined so as to distinguish it 
from other issues being addressed by the IPSASB (e.g., financial statements, service 
performance reporting, reporting on the long-term sustainability of public finances)? 
 
Yes, agreed.   
 
Specific Matter for Comment 4: 
Is the required content for financial statement discussion and analysis appropriate? 
 
Yes, it is appropriate.  Moreover, the part on information about the entity’s objectives and 
strategies is to include whether such objectives and strategies are being achieved, and what 
progress has been made in this regard during the year under review and in the previous year.   
 
NAO Malta also opines that the discussion and analysis would be expanded to include how the 
reporting of service performance information and of the long-term sustainability of public 
finances relate to financial statement results.   
 
 
Specific Matter for Comment 5: 
Do you agree with the transitional provisions? 
 
Yes, agreed. 
 
 
Specific Matter for Comment 6: 
Is the Implementation Guidance useful to understanding the requirements of the proposed 
IPSAS? 
 
Yes, NAO Malta considers the guidance to be useful especially in analysing the public sector 
entity’s financial results, financial position, changes in net equity and cash flows and in 
establishing variances and trends.   
 
 
Specific Matter for Comment 7: 
Is the Illustrative Example a useful way of illustrating the requirements of the proposed IPSAS? 
 
Yes, agreed.  However, a separate example could be included to illustrate the analysis of an 
individual entity and not the whole of government only. 
 
Additional comment 
 
Guidance is to be provided regarding the preparers of the financial statement discussion and 
analysis.  Will they be company directors, company financial controllers, or independent 
accountants/auditors? 
 
 
 
 
 
Brian Vella 
Assistant Auditor General 
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