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EUROPEAN COMMISSION 
EUROSTAT 
 
 
Directorate D: Government Finance Statistics  
 

 
 
Assessment of the suitability of the International Public Sector 

Accounting Standards for the Member States 

– Public consultation 
 
You are invited to read the public consultation paper available on 

http://epp.eurostat.ec.europa.eu/portal/page/portal/lang-en/public_consultations/consultations/ipsas 

All replies should be sent to:  ESTAT-IPSASconsultation@ec.europa.eu 

Deadline for replies: 11 May 2012  

 

The Commission is hereby inviting interested parties to reply all or any of the questions below 
against the backdrop of the consultation. 

Identification of the respondent: 
Name: (1) Frans Van Schaik (2) Gérard Trémolière 
Job title (if applicable): (1) Partner (2) Partner 
Address: (1) 1 Wilheminakade 3072 AP Rotterdam (2) 185 Ave Ch. de Gaulle 92200 
Neuilly   
Country: (1) Netherlands (2) France 
Email:  fvanschaik@deloitte.nl; gtremoliere@deloitte.fr 
Name of Institution/Organization (if applicable): (1) Deloitte Accountants (2) Deloitte 
Deloitte & Associés 
Interest Representative Register ID (if applicable): N/A 
 
Type of respondent: 

 Individual 
 Business/Company 
 Association/Organisation 
 Professional body 
 Public Accountant  
 Public Auditor 
 Public authority 
 Other (please indicate) ……………………………………………. 

 
Respondent active at: 

Regional level 
National level 
European level 
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1. Please state the main motivations for your interest in this public consultation? 

We are pleased to respond on behalf of the European Union member firms of Deloitte Touche 
Tohmatsu Limited  (“Deloitte”) to the public consultation paper about the suitability of 
accrual-accounting IPSAS for EU Member States. Deloitte member firms provide services to 
governments in various professional areas covering audit, tax, consulting, and financial 
advisory services. Deloitte member firms have thus acquired an in-depth knowledge of 
financial reporting by governments. A significant number of our professionals provide various 
services to government and audit institutions in EU countries. Our response to this 
consultation is provided from an international perspective. We consulted widely within our 
network of member firms in formulating our comments. Several partners from Deloitte 
member firms have been members of IPSASB, the International Public Sector Accounting 
Standards Board. In our response to this consultation we have aimed to reflect the general 
public interest. 
 
 
2. Do you consider that International Public Sector Accounting Standards (IPSASs) are 

suitable for implementation in the EU Member States? (Yes/No/Partly) 

Yes, in our opinion IPSAS are suitable for implementation in the EU Member States.  
 

Please explain the main reasons for your answer, and provide any available supporting 
information for your answer. If you answered "partly" or "no", do you consider that 
accruals accounting standards would nevertheless be suitable for implementation in the 
EU Member States? 

We consider IPSAS to be high-quality accounting standards for governments, which in many 
respects, as amended to reflect specific public sector requirements, follow IFRS which 
provides consistency to international reporting in the private sector. Their adoption by all EU 
Member States would lead to improved consistency and comparability of financial statements 
as a result of the extensive requirements and guidance provided in IPSAS. Financial 
statements of EU Member States will be aligned with best accounting practices through the 
application of credible, independent accounting standards on a full accrual basis. This will be 
a considerable improvement over the home-made accounting practices followed in many 
countries, most of them still on a traditional cash-basis of accounting. For those governments 
that currently still report under the cash basis of accounting, the implementation of the accrual 
accounting IPSAS will require the recognition and measurement of all assets, most notably 
tangible and intangible assets, financial and pension liabilities, provisions, and consolidation, 
providing valuable insight into those governments’ financial position and performance.  
 
In our opinion, financial statements of governments prepared under IPSAS and provided with 
an independent auditor’s opinion will also contribute to the quality and consistency of 
statistics on government finances, and to the monitoring of the financial position of EU 
Member States by the European Commission. Currently, ESA (European System of 
Accounts) is used for monitoring the Member States, but ESA information is based on 
statistical data which is not audited. 
 
Governments’ financial statements prepared according to international reporting standards 
(IPSAS) on which a supreme audit institution has issued an opinion, will enhance the quality 
of the national accounts prepared according to ESA. While the IPSAS financial statements 
consider the government as the reporting entity, the national accounts measure the economic 
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activity of a nation as a whole. By applying IPSAS, the financial statements provide a reliable 
input for the statistics of the government finances. Hence, users will get the best possible 
insight into financial statements and statistical reports. 
 
 
3. What do you consider would be the main advantages, opportunities and benefits from 

any future implementation of IPSAS in EU Member States? 

We consider international comparability (including outside the EU), quality improvement and 
transparency of the financial statements as the main advantages of IPSAS in EU Member 
States. Various governments within the European Union, including the United Kingdom and 
France, have already taken the initiative to upgrade their financial statements, which would 
require only limited amendments in order to comply with IPSAS. There is currently a 
considerable gap between governments still applying traditional cash-based accounting and 
the governments that provide a more comprehensive set of financial statements including a 
statement of financial performance and a statement of financial position while continuing to 
provide cash-based information in their cash flow statement. We acknowledge the 
considerable period of time it may take to get this ‘Europe à deux vitesses’ to produce 
comparable and homogeneous financial information. The time and effort necessary to 
introduce accrual accounting in compliance with international standards should not be 
underestimated. An intermediate step would be to move any Member States that have not 
already done so to a basic form of accrual accounting, e.g. by applying the transitional 
provisions in IPSAS 17 Property, Plant and Equipment which allows for a 5-year grace period 
to recognize fixed assets by governments that make the cash to accrual conversion. When all 
European governments publish their financial statements based on the same accounting 
standards and provide them with an auditor’s opinion, this would improve understanding of 
each other’s financial position, significantly reducing the risk of future surprises. It would 
greatly contribute to enhancing financial stability within Europe and retaining confidence in 
the euro. In addition, the introduction of accruals-based accounting, including IPSAS, is a 
driver for improving financial management and internal control of inventory, tangible, 
intangible assets and liabilities and improving performance across organizations.  IPSAS has a 
potential positive impact on rating: rating agencies today develop their assessment on the 
basis of information that may be perceived as not reliable, not transparent and not complete. 
This creates uncertainty which is likely to involve an additional risk premium in the rating 
process. 
 
 
4. What do you consider would be the main obstacles and disadvantages concerning any 

future implementation of IPSAS in EU Member States? 

By making IPSAS mandatory for all EU Member States, standard-setting powers are 
inevitably delegated from Member States to the IPSAS Board, a private sector entity. The 
governance structure of IPSASB therefore needs to be reinforced to reflect the Board’s 
increased responsibilities. The IPSASB is an independent board under the auspices of the 
International Federation of Accountants (IFAC) setting standards for financial reporting by 
governments. IFAC and IPSASB are in the middle of a consultative process to find ways to 
improve IPSASB’s governance structure. 
Requiring governments to prepare both statistical information in accordance with ESA and 
financial statements in accordance with IPSAS potentially involves duplication. It is therefore 
of utmost importance that any unnecessary differences between IPSAS and ESA be 
eliminated. ESA and IPSAS show strong similarities because both are accrual accounting 
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systems: they both have a balance sheet and both disclose transactions and value changes in 
the year to which they relate. Recent amendments to ESA and IPSAS have eliminated many 
differences. Although IPSASB seeks to achieve convergence with the statistical bases 
including ESA and the IMF government finance statistics, some differences remain. A 
government may be required to recognize a service concession asset on its statement of 
financial position under IPSAS and not under ESA, since IPSAS follows a control-approach 
while ESA follows a risk and rewards approach. A task force comprised of people from the 
IPSAS Board, Eurostat and other international organizations is working on the further 
harmonization of the two systems. A number of differences between ESA and IPSAS are 
expected to disappear after revision of ESA in 2014. We consider it important for the users of 
the IPSAS financial statements to be able to link budgetary results to financial and operational  
results of governments which is a requirement included in IPSAS 24 Budget information in 
the financial statements. In order for the users of the IPSAS financial statements to be able to 
link ESA deficit and debt indicators to IPSAS financial statements we recommend the 
mandatory adoption of IPSAS 22 Disclosure of Information About the General Government 
Sector by the Member States. 
There is an urgent need for IPSASB to issue guidance on a number of public sector specific 
accounting issues, most notably social benefits. We consider the lack of guidance on 
recognition, measurement and disclosure of social benefits a major omission in the IPSAS 
pronouncements. 
 
Accounting standards and statistical systems leave room for interpretation. Eurostat 
coordinates the international consultations on minimising differences in interpretation in ESA. 
A similar mechanism could be put in place for IPSAS. 
 
 
5. If you have any observations concerning the connections or links between possible 

future IPSAS implementation and financial reporting for the Excessive Deficit 
Procedure, please provide them here. 

Preparing the financial statements according to IPSAS requires no adjustment to the budget, 
the budget execution statement or the determination of excessive deficits. The Excessive 
Deficit Procedure is established in a Treaty and specified in the Stability and Growth Pact 
legislation.  
IPSAS adoption is urgently needed to increase transparency of the governments’ assets, 
liabilities, revenues, expenses, and cash flows, and to promote improved financial 
management of government resources and liabilities. The more holistic data set provided by 
IPSAS financial statements might bring a valuable lens of analysis to consideration of overall 
fiscal policy, financial risk and intergenerational fairness. There is no related need to change 
the Excessive Deficit Procedure as a direct result of IPSAS implementation.  
The governments that still apply cash accounting will incur additional costs in training and 
ICT during the transition to accrual accounting. Accrual accounting is more encompassing 
and will require additional resources going forward. Significant cost savings may, however, 
be realized in training new recruits in cash accounting while they learn accrual accounting at 
school. Cost savings will also be achieved because off-the-shelf ERP-systems are developed 
for accrual accounting and currently have to be custom-made for cash accounting. 
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6. Please give any views or comments concerning the process and timetable for any future 
implementation of IPSAS in EU Member States. 

The European Union may consider an endorsing mechanism of IPSAS standards similar to 
IFRS standards for the private sector. Such a mechanism may consist of a regulatory level and 
a technical level. The regulatory level may consist of a committee made up of representatives 
from the Member States and chaired by the European Commission deciding whether an 
IPSAS standard is to be adopted. The technical level may consist of a committee made up of 
accounting experts from several Member States. This committee provides the support and 
expertise needed to assess the IPSAS and to advise the Commission on whether or not to 
adopt the IPSAS being considered. Such an endorsing mechanism may make mandatory 
IPSAS adoption more palatable to Member States and may prevent endorsing mechanisms at 
national level that might result in deviations from IPSAS and a lack of comparability of 
financial statements of Member States. 
 
The timetable should allow for an orderly implementation of IPSAS in EU Member States. 
Existing public accounting laws may need to be changed which by itself requires several 
years. In most Member States the IPSAS adoption necessitates a cash-to-accrual accounting 
transition of all government entities. We therefore suggest a timeframe of at least five years 
between issuance of the European Regulation or Directive and effective date of mandatory 
compliance with IPSAS, with transition timelines and milestones the Member States would be 
required to meet, thereby providing a mechanism for measuring progress and successfully 
managing the implementation deadline. Issuing a Regulation rather than a Directive is likely 
to save time, because a Regulation is directly applicable to Member States while a Directive 
requires transposition allowing inconsistent application within the EU. 
 
 
7. Please provide any other observations or information you would like to make available 

which are not covered by your earlier answers. 

The financial statements published by many European governments provide too little 
information for a proper assessment of their financial position and performance. 
Comparability of the European governments’ financial statements is limited because 
governments are free to prepare their financial statements following their own country-
specific policies. We therefore recommend improving their transparency and comparability by 
requiring all European Member States to prepare their financial statements in compliance with 
international accounting standards for the public sector.  

Lenders have an interest in obtaining a debtor’s financial statements that show assets, 
liabilities, revenues and expenses. Many of the financial statements of governments within the 
European Union currently show little more than cash inflows and outflows and the 
government debt. Important assets and liabilities, including civil servants’ pension liabilities 
and financial derivatives, are not reported. 

European Member States as yet only know each other’s statistical information according to 
the European system of national and regional accounts 1995 (ESA95). The statistical 
principles envisage forming a coherent framework for macroeconomic analyses, while the 
objective of financial statements prepared under IPSAS is to render accounts and to use them 
as a basis for decision making. Although statistical information is valuable in its own right as 
a tool for macro-economic analysis, it fails to provide an all-encompassing picture of assets, 
liabilities, revenues and expenses, because non-financial assets (tangible and intangible 
assets) and pension liabilities are missing from the government balance sheet. 
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Statistical information in accordance with ESA is prepared by Member State statistical 
agencies which are independent in statute, but lacks an auditor’s opinion. Financial statements 
have the advantage of completeness and reliability as they do have an auditor’s opinion, 
usually issued by the country’s sovereign audit institution, either a court of audit or an 
auditor-general. 

For the financial statements of the European Union and many affiliated organizations, the 
European Commission already applies IPSAS. The IMF and the World Bank propagate the 
use of international standards for public sector accounting. We therefore recommend that the 
European Union requires uniform international standards (IPSAS) for preparing the financial 
statements of the Member States’ governments at all levels, similar to the European 
requirement for all listed corporations to report in accordance with international financial 
reporting standards (IFRS). This harmonization of financial information presented by 
government entities will ensure a higher level of transparency and comparability of financial 
statements with the European Union. 


