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Introduction

The International Public Sector Accounting Standard
Board (IPSASB) met in New York, USA on July 25-28,
2005.

This update summarizes the major features of thetinge
Agenda papers for IPSASB meetings are made avaitabl
the IPSASB page of the IFAC web site before thetimge

Work Program

Revenue from Non-Exchange Transactions (Comprising

Taxes and Transfers)

The IPSASB reviewed a proposed exposure draft @)

provided directions for its further developmentstigalarly

in respect of the:

e Structure of the ED;

* Characteristics that conditions must possess te giv
rise to a present obligation, and the relationship
between conditions and liabilities; and

« Basis for measurement of goods and services rateive
in a non-exchange transaction and its implicatifmms
other IPSASs.

A process for further development and finalizatmnthe
ED was agreed. An updated draft will be considdngthe
IPSASB at its next meeting in November 2005, witheav
to its approval for issue.

Accounting for Social Policies of Governments

The IPSASB considered a first draft ED addressimgjad

benefits of governments other than age pensionsaged

related social benefits. The focus of the IPSASB’s

discussion was on the circumstances that would rigeeto

a present obligation. The IPSASB confirmed the scop

the project and further developed its approach noirmber

of key issues, including:

« Definition of social benefits;

« ldentification of the obligating event and the pmmis
obligation;

e The nature and key characteristics of eligibility
criteria.

The draft ED will be revised for consideration g thext
meeting of the IPSASB. At that time, the relatidpsh
between the ED and the pension components of the
IPSASB’s broader social policy obligations projeill

also be revisited.

The IPSASB also continued its exploration of the
government pensions components of this project. The
IPSASB noted potential developments relating to the

System of National Accounts (SNA) and will further
consider these in materials being prepared forideregion
at its next meeting.

The IPSASB also confirmed its intention to considiee
applicability of IAS19, “Employee Benefits” to the public
sector as resources permit.

Budget Reporting

The IPSASB approved the issue of an ED dealing ttith
reporting of budget and actual financial informatian

general purpose financial statements, subject ndments
to reflect decisions made at the meeting and fiealew by
the IPSASB members out of session.

Major features of the ED include proposed requinmgseo
disclose the original and final approved budgetd actual
financial information on a comparable basis to belget.
The ED also proposes that a reconciliation to thaegal
purpose financial statements be disclosed. The HDbe
amended and circulated to IPSASB members for review
the third quarter of 2005. Issue early in the fouqtiarter of
2005 is anticipated.

Accounting for Heritage Assets

The IPSASB in conjunction with the UK Accounting
Standards Board (ASB) is developing a DiscussigrePan
accounting for heritage assets. The ASB has idedtissues

of particular concern to UK constituents and isrently
developing a paper which deals with those issues. A
subcommittee of IPSASB members is working with A&B

to provide additional input from an internationa&rgpective

for inclusion in the joint Discussion Paper.

At this meeting, the IPSASB received an update loa t
development of the Discussion Paper, considerecerpap
identifying the principles and issues of particutalevance

in the UK, and additional international issues tle
IPSASB subcommittee had identified as necessary for
inclusion in a ASB-IPSASB paper. The IPSASB welcdme
the progress being made on this project and adceiedlude

a full draft of the Discussion Paper on its agefudareview

at its next meeting.

Convergence with International Financial Reporting
Standards (IFRSs) issued by the IASB

The IPSASB has a long-term objective of converging
IPSASs with IASs/IFRSs issued by the IASB, where th
requirements of the IASs/IFRSs are relevant for ghblic
sector. In pursuit of that objective, the IPSASBs heeen
developing an omnibus ED to update eleven exid®8ASs

to reflect amendments to the IFRSs issued by tt&BlAn
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December 2003 as a result of its (the I1ASB’s) Gahner
Improvements Project.

The IPSASB has been reviewing proposed improvements
to its IPSASs at meetings in 2004 and early 20Q5thAs
meeting, the IPSASB reviewed, and approved thesis$u

an omnibus ED comprising the eleven improved IPSASs
subject to final amendments to reflect decisiongereat the
meeting. It is anticipated that the ED will be finad and
issued late in the third quarter of 2005.

At this meeting the IPSASB also confirmed its commneint
to fully progress all aspects of the IASs/IFRSsvewsgence
program as resources allow, and approved a statetmen
reflect that commitment and to update constituemghe
current status of that program. That statement \wdl
released together with the omnibus improvements ED.

The IASB has specified that the black and greefetixt

of the IFRSs, including those on which a number of
IPSASs are based, will have equal authority. Tloi&cp is
adopted for all IASs previously issued, as welfasewly
issued IFRSs.

The IPSASB has reviewed and considered the aughofit
the text of all IPSASs currently on issue, and agseed
that it should also adopt this approach, subjecbtaments
from constituents. An ED proposing amendments ® th
Preface to IPSASs to reflect that all paragraph®BASs
have equal authority will also be issued with thmendous
improvements ED.

Convergence of IPSASs with Statistical Bases @ri€iial
Reporting

The IPSASB’s work program includes consideration of
projects directed at converging IPSASs and stesisbases

of financial reporting, where such convergence is
appropriate.

As part of this program, the IPSASB has been d@wetp

an ED dealing with the disclosure of informatioroabthe
general government sector (GGS) in whole-of-govenmm
general purpose financial statements. At this mgetihe
IPSASB considered and approved the issue of the ED,
subject to amendments to reflect decisions madéhet
meeting and final review by IPSASB members out of
session.

The ED does not require disclosure of GGS inforomatn
general purpose financial statements, but presribe
reporting requirements that must be adopted by
governments which elect to make such disclosutess |
anticipated that the ED will be issued togetherhwiite
budget reporting ED (see above) in the final quadk
2005.

Disclosure of External Assistance
The IPSASB commenced its consideration of respotsses
ED 24 “Financial Reporting Under the Cash Basis of

Accounting — Disclosure Requirements for Recipieofs
External Assistance”. The ED was issued in eadgriary
2005 for comment by 15 June 2005. Members noted tha
responses were still being received but it appetiratfield
testing promoted by individual IPSASB members ahd t
OECD-DAC Joint Venture on Financial Management had
not been as successful as had been anticipated.b&tem
noted that while a number of the responses recehaxt
commented favorably on the proposed disclosuresneber
had also expressed concern that they may be tomume
particularly where information is not availablefiaonors.

The IPSASB expressed the view that without furtingut,
including the results of field testing the ED it svaot in a
position to finalize an IPSAS. It was agreed that PSASB
would seek the participation of both donors andpients in
field testing the ED and that progress would notniede
until such tests had been undertaken. It was ajseed that
the IPSASB would reach out to donor organizations i
IPSASB member countries, its consultative group #rel
IFAC Developing Nations Task Force for assistanoe i
promoting field tests.

Responses to EP4 can be downloaded from the IFAC
website.

Consultative Group

During this meeting, the IPSASB met with Consultati
Group members from China, Switzerland, South Africa
Ghana and United States of America. Members of the
government standard setting community in the USA an
international bodies also joined in the discussibispecific
issues identified by the IPSASB and constituentsespect

of accounting for pensions and other social pdiicie
government; revenue from non-exchange transactions
(including taxes and transfers); budget reportind external
assistance. Consultative Group members providedalséd
input on these issues.

Next IPSASB Meeting: Cape Town, South Africa,
November 29-December 2, 2005. For further
information please contact:

Paul Sutcliffe, IPSASB Technical Director
psutcliffe @ifac.orgor

Matthew Bohun, IPSASB Technical Manager
matthewbohun@ifac.org
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IPSASB MEMBERS 2005

FRANCE — Philippe Adhémar (Chair), Conseiller Maitre &laur des Compte&INITED KINGDOM — Mike Hathorn (Deputy
Chair), Partner, Moore Stephens, United KingdARGENTINA — Carmen Palladino, Consultant InterAmerican Depeient
Bank.AUSTRALIA — Wayne Cameron, Auditor-General, State of VictdBANADA — Richard J. Neville, Vice-President and
Chief Financial Officer, Royal Canadian Mi@ERMANY — Norbert Vogelpoth, Partner, PwC DeutsdNDIA — Pankaj Jain —
Partner, Khandelwal Jain & CISRAEL — Ron Alroy, Chief Accountant, Accountant Generalnigtry of FinanceJAPAN —
Ryoko Shimizu, Partner, PwC JapMALAYSIA — Mohd. Salleh Mahmud, Deputy Accountant-General|dysia MEXICO —
Alejandro Luna Rodriguez, Controloria de la Fundhublica. NEW ZEALAND — Greg Schollum, Assistant Auditor-General
(Accounting and Auditing Policy) of New ZealamlORWAY—- Tom Olsen, Partner, PwC Norw&8OUTH AFRICA - Erna
Swart, Chief Executive Officer, Accounting StandaRbard of South AfricdUNITED STATES OF AMERICA—- Ron Points,
Consultant, World Bank.

IPSASB OBSERVERS 2005

Asian Development Bank (ADB), European Union (EUhternational Accounting Standards Board (IASB)tetnational
Monetary Fund (IMF), International Organisation Gfipreme Audit Institutions - Committee on AccougtiStandards
(INTOSAI-CAS), Organisation For Economic Cooperatidsnd Development (OECD), United Nations/United iNas
Development Programme (UN/UNDP) and the World Bank.

INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARBSABs — Accrual Basis)

IPSAS 1Presentation of Financial Statementets out the overall considerations for the priagiem of financial statements,
guidance for the structure of those statements@noum requirements for their content under theraal basis of accounting.
IPSAS 2Cash Flow Statementsequires the provision of information about thamges in cash and cash equivalents during the
period from operating, investing and financing at#s.

IPSAS 3Net Surplus or Deficit for the Period, Fundament&rrors and Changes in Accounting Policiespecifies the
accounting treatment for changes in accountingnegéis, changes in accounting policies and the cioreof fundamental
errors, defines extraordinary items and requiressttparate disclosure of certain items in the firzustatements.

IPSAS 4The Effects of Changes in Foreign Exchange Ratsals with accounting for foreign currency transat and

foreign operations. IPSAS 4 sets out the requirgésnin determining which exchange rate to useHerrecognition of certain
transactions and balances and how to recognideifitancial statements the financial effect ofrajes in exchange rates.
IPSAS 5Borrowing Costsprescribes the accounting treatment for borrowimgts and requires either the immediate expensing
of borrowing costs or, as an allowed alternatieattment, the capitalization of borrowing costs #dratdirectly attributable to the
acquisition, construction or production of a quatify asset.

IPSAS 6Consolidated Financial Statements and Accounting féontrolled Entitiesrequires all controlling entities to prepare
consolidated financial statements which consoliddteontrolled entities on a line by line basifieTStandard also contains a
detailed discussion of the concept of control apjilies in the public sector and guidance on deteéng whether control exists
for financial reporting purposes.

IPSAS 7Accounting for Investments in Associatesquires all investments in associates to be ateddor in the consolidated
financial statements using the equity method obanting, except when the investment is acquiredreehd exclusively with a
view to its disposal in the near future in whiclseahe cost method is required.

IPSAS 8Financial Reporting of Interests in Joint Venturegequires proportionate consolidation to be adoptethe benchmark
treatment for accounting for such joint venturergeesd into by public sector entities. However, ABS3 also permits — as an
allowed alternative — joint ventures to be accodifite using the equity method of accounting.

IPSAS 9Revenue from Exchange Transactiomstablishes the conditions for the recognitionesenue arising from exchange
transactions, requires such revenue to be meaauthd fair value of the consideration receivedeaeivable and includes
disclosure requirements.

IPSAS 10Financial Reporting in Hyperinflationary Economieslescribes the characteristics of a hyperinflatipm@monomy
and requires financial statements of entities wiojglrate in such economies to be restated.

IPSAS 11Construction Contractslefines construction contracts, establishes reogirgs for the recognition of revenues and
expenses arising from such contracts and identigein disclosure requirements.

IPSAS 12Inventoriesdefines inventories, establishes measurementrezgants for inventories (including those inventsrie
which are held for distribution at no or nominaboge) under the historical cost system and incldisdosure requirements.
IPSAS 13Leasesstablishes requirements for the accounting tra@tofeoperating and finance leasing transactionkebsees
and lessors.



IPSAS 14Events After the Reporting Datestablishes requirements for the treatment o&iredvents that occur after the
reporting date, and distinguishes between adjustimtgnon-adjusting events.

IPSAS 15Financial Instruments: Disclosure and Presentatiogstablishes requirements for the presentatiomdfadance-sheet
financial instruments and identifies the informattbat should be disclosed about both on-balaneetghecognized) and off-
balance-sheet (unrecognized) financial instruments.

IPSAS 16Investment Propertestablishes the accounting treatment, and rethisetbsures, for investment property. It provides
for application of either a fair value or histollicast model.

IPSAS 17Property, Plant and Equipmergstablishes the accounting treatment for propptant and equipment, including the
basis and timing of their initial recognition, atié determination of their ongoing carrying amotand related depreciation. It
does not require or prohibit the recognition ofitage assets.

IPSAS 18Segment Reportingstablishes requirements for the disclosure afiiial statement information about distinguishable
activities of reporting entities.

IPSAS 19Provisions, Contingent Liabilities and Contingents&etsestablishes requirements for the recognition o¥igions,

and the disclosure of contingent liabilities andtoogent assets.

IPSAS 20Related Party Disclosuresstablishes requirements for the disclosure ofaations with parties that are related to the
reporting entity including Ministers, senior managst, and their close family members.

IPSAS 21impairment of Non-Cash-Generating Asse¢stablishes requirements for determining whethexsset is impaired,

for the recognition and reversal of impairment ésssand for the disclosures to be made in respétipaired assets.

Glossary of Defined Terms (IPSAS 1-IPSAS Adgntifies the terms defined in IPSASs on issuglabecember 2004.

CASH BASIS IPSAS AND TRANSITIONAL GUIDANCE

CASH BASIS IPSASFinancial Reporting Under the Cash Basis of Accoumg is a comprehensive IPSAS on financial
reporting under the cash basis. It establishednermgents for the preparation and presentationsthgement of cash receipts and
payments and supporting accounting policy notesst includes encouraged disclosures which enhiieceash basis report.
Study 14 Transition to the Accrual Basis of Accounting: Guahce for Governments and Government Entities

2" Edition (December 2003)dentifies key issues to be addressed and aleeapiroaches that can be adopted in implementing
the accrual basis of accounting in an efficient effective manner in the public sector.

EXPOSURE DRAFTS

Exposure Draft (ED) 24Financial Reporting Under the Cash Basis of Accoumy — Disclosure Requirements for Recipients
of External Assistanceroposes the disclosure of information about ewieassistance, including development assistanderun
the cash basis of accountiridhe comment period closed 15 June 2005

INVITATIONS TO COMMENT and RESEARCH REPORTS

ITC Accounting for Social Policies of Governmentieals with accounting for social policies of gowvaents. The ITC proposes
a conceptual model for the recognition and measemneiwf social policy obligations derived from copteimplicit in existing
IPSASSs, particularly IPSAS 19. This conceptual niéggléhen applied to a variety of social policy ightions, including the
provision of health care, education, social weltagaefits and aged pensions. The ITC also proptisesure requirements for
social policy obligationsThe comment period closed 30 June 2004.

ITC Revenue from Non-Exchange Transactions (IncludingXes and Transfersjleals with the recognition and measurement
of revenue from non-exchange transactions inclutirgs of various kinds, and transfers includirents, appropriations, gifts,
bequests and fines. The ITC proposes an “assetiéadildies” model for the recognition of revenfrem non-exchange
transactions based on the definition of revenueadly provided in IPSASs. The ITC demonstrates pipdication of this model to
different classes of reventuEhe comment period closed 30 June 2004.

Budget Reporting (May 2004)fhe primary objective of this Research Report iddtermine if an IPSAS should be issued on
budget reporting.

International Public Sector Accounting StandardsKEASs) and Statistical Bases of Financial Reportifgn Analysis of
Differences and Recommendations for Convergencenfdary 2005):This Research Report details the differences betwe
financial reporting in accordance with IPSASs atadistical reporting in accordance with the Inteimaal Monetary Fund's
"Government Finance Statistics Manual 2001," EattsstEuropean System of Accounts 1993" and "ES8Bual on
Government Deficit and Debt," and the UN's "Systériational Accounts 1993."
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