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Important caveats

» This webcast does not provide official Deloitte interpretive accounting guidance.
» Check with your advisor before taking any action.
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New public sector accounting standards

Changes in PSAS

Implementation considerations

* There are a number of new PSAS accounting standards coming into effect in the current and future years

* Ensuring compliance with the disclosure requirements of these standards is critical to ensure successful
financial reporting

Topic

Section PS 2200 Related Party

Disclosures

PS 3420 Inter-entity

Transactions

Section PS 3210 Assets
PS 3320 Contingent Assets
PS 3380 Contractual Rights

Section PS 3430 Restructuring

Transactions

Section PS 3450

Financial Instruments

Source:

Purpose

Address the recognition, measurement and
disclosure of related party transactions

Address application of the definition and
essential characteristics of assets.

Also add guidance on reporting contingent
assets and contractual rights

Address the initial recognition, measurement
and disclosure of assets and liabilities
transferred in restructuring transactions

Address the recognition and derecognition
criteria; measurement bases and issues; and
presentation issues and disclosure
requirements unique to financial instruments

Effective date

April 1, 2017
Earlier adoption
permitted

April 1, 2017
Earlier adoption
permitted

April 1, 2018
Earlier adoption
permitted

April 1, 2019
Earlier adoption
permitted

http://www.frascanada.ca/standards-for-public-sector-entities/effective-dates-for-new-standards/public-sector-accounting/index.aspx
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New public sector accounting standards
What do we need to consider?

Implementation considerations

With the implementation of these standards, public sector organizations need to ask themselves the
following questions:

Do we understand what is required with the implementation of these new standards?
Do we understand the compliance and disclosure requirements of these new standards?

Do we have the capabilities and skillsets within Finance to ensure these new standards are
implemented correctly?

Do we have the tools and systems in place to isolate the data and financial information needed for
compliance and disclosure?

What departments or divisions outside of Finance will we need support from in order to comply with the
disclosure requirements?
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lllustrative roadmap
New PSAS standard implementation

FY 2017 FY 2018 FY 2019
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Prepare draft
disclosures

Technical

accounting Implementation
Plan
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Accounting Policy
Determination and
Documentation

Business/Process

. financial
Requirements

statements

Auditor review of
accounting policy and
transition approach

Data and Develop Data
systems Gap Solution
development Approach

Deployment and
Stabilization
(if required)

Systems Design and Systems Solution Development Systems Testing
Architecture (if required) (if required) (if required)

Post

Implementation
Review

Process/
close and
report

Reporting Controls Implementation
Controls/Reconciliation REVIE

Design and
Develop
Training for

Readiness Accounting

and training Team
Training

Roll Out Training

management Ongoing communication about progress with Stakeholders/Audit Committee

Transition date
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Related Party Transactions (RPT)

Purpose and scope
* To address the recognition, measurement and disclosure of RPT
* PS 4260 Disclosure of Related Party Transactions by Not-for-Profit Organizations has been removed

* Resulted in 2 standards:

PS 2200 Related Party Disclosure

Related party transactions (RPT) and Inter-

entity transactions Standards

PS 3420 Inter-entity Transactions

* PS 2200 entities will apply to all financial statements whereas PS 3420 will only apply to entities within
the same government reporting entity
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PS 2200 related party disclosures
Implications of the standard

Implementation considerations:
» A critical judgment and estimate will be determining who in fact is part of Key Management Personnel

» Consider an implementation plan that has two streams — One for related party through entities, and one
for related parties through key management personnel

* Are there existing processes or information that you can leverage, such as conflict of interest
declarations?

* What tools, systems and reports can we run to identify and quantify related party transactions?

+ Create an audit trail
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PS 3420 inter-entity transactions
Implications of the standard

Recognition
* Inter-entity transactions involving the transfer of assets or liabilities should be recognized by both the
provider and the recipient

* A central entity conducting activities for all controlled entities — May follow a policy of allocating or
recovering costs from other entities — Or alternatively may not allocate
these costs

Cost allocation

No
Cost allocation policy exists?

The recipient may choose to recognize
costs when they otherwise would have

Yes

been purchased and reasonable estimate
of the amount can be made

The provider and recipient should record

all costs/revenues on a gross basis

Implementation consideration

» What process will you have to identify inter-entity transactions? Will these transactions be identified as
they are initiated or will they be identified after they are recorded?
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PS 3210 assets
Implementation considerations

PS 1000 financial statement Example_s of specific
application standards
concepts

Conceptual Framework

PS 3450 Financial
Instruments

PS 3210 assets o : :
Specific application

standards

PS 3070 investments in

general application

overnment business
standard 9

enterprises

* PS 3210 will be useful when a specific application standard does
not exist

* PS 3210 will help operationalize the conceptual framework as laid FEEIEOIEE S ECENE )
out in PS 1000

Implementation considerations
* What assets do you currently recognize that do not have a specific application standard?
* Do you rely on PS 1000 to support the recognition of assets?

» Assets that cannot be recognized should be disclosed — What processes will you implement to capture
data on these assets?
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PS 3380 contractual rights
Implementation considerations

Definition of contractual rights
» Contractual rights are rights to economic resources arising from contracts/agreements
Characteristics of contractual rights: « PSAS only requires disclosure of contractual rights

when those rights will result in both an asset and
revenue in the future

Arises out of a

contract/agreement that is
binding — Agreements that require an exchanging of

assets do not meet the definition of
contractual rights

Has clear economic consequences — Agreements that do not result in revenue do

not meet the definition of a contractual right

Enforceable by law

Implementation considerations

* Does your organization have a good inventory of contracts and does your finance/
accounting function have access to those contracts?

 How can you track the data from relevant contracts to produce information required by disclosure
requirements?

* How involved will the Procurement function be in this review process?
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Deloitte, one of Canada’'s leading professional services firms, provides audit, tax, consulting,
and financial advisory services. Deloitte LLP, an Ontario limited liability partnership, is the
Canadian member firm of Deloitte Touche Tohmatsu Limited.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited

by guarantee, and its network of member firms, each of which is a legally separate and independent entity.
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