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TO:  COUNCIL 

FROM: MIKE HATHORN 
CHAIR, INTERNATIONAL PUBLIC SECTOR 
ACCOUNTING STANDARDS BOARD  

SUBJECT: ANNUAL REPORT FROM THE INTERNATIONAL 
PUBLIC SECTOR ACCOUNTING STANDARDS BOARD 

 

Section 1 Introduction 
1.1. This report outlines major achievements of IFAC’s International Public Sector 

Accounting Standards Board (IPSASB) since my last Council report of October 15 
29, 2007. 

1.2. Since my last report, the IPSASB has met three times; 

• November 27-30, 2007, Beijing, China; 

• March 10-13, 2008, Toronto, Canada; and 

• June 16-19, 2008, Moscow, Russia 

1.3. Future 2008/9 meetings are scheduled for: 

• October 28-31, 2008, Zurich, Switzerland; 

• February 23-26, 2009, Paris, France; 

• May 18-21, 2009, location to be determined; and 

• October 19-22, 2009, Toronto, Canada 

Section 2 Key Achievements for 2008 
2.1. The IPSASB’s mission is: “To serve the public interest by developing high-quality 

accounting standards for use by public sector entities around the world in the 
preparation of general purpose financial statements.” This will enhance the quality 
and transparency of public sector financial reporting and provide better information 
for public sector financial management and decision-making. Listed below are some 
major milestones achieved that made progress towards our mission. 

IPSASB/IASB Liaison Committee Meeting 
2.2. The Joint IASB/IPSASB Liaison Committee met for the first time on 21 July 2008. 

The IPSASB Chair, Deputy Chair, Erna Swart and Public Member, Andreas Bergman 
met with board members from the IASB, Sir David Tweedie and Warren McGregor. 
The Liaison Committee has been established to improve understanding at board 
member level and enhance current and strategic development between the two boards 
and plans to meet two/three times a year as needed. All Committee members felt the 
meeting had been very productive and has set the scene for even closer co-operation. 
A second meeting will take place in mid-December 2008. 

Significant Increased Interest in IPSASs 
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2.3. IPSASB staff and Board members note a significant increase in interest in the work of 

the IPSASB and the IPSASs. This is evidenced not only in the large increase in calls 
for presentations and similar communication activities internationally but also the 
volume of jurisdictions considering the role IPSASs should play in their jurisdictional 
standard setting. A very notable example is the United Kingdom with the recent 
announcement of a new governance framework for the Code of Practice on Local 
Authority Accounting - which among other things for the first time will formally 
specify the that while EU-adopted versions of IFRS remain the top level in the UK 
public sector accounting standard setting hierarchy, IPSASs will be used to assess any 
interpretations or adaptations for the public sector context. 

Projects Prioritized  

2.4. The IPSASB has identified and prioritized projects to be commenced and completed 
to achieve its objective of convergence with IFRSs as at 31 December 2008, by 31 
December 2009. Most notable of these convergence projects are (further detail 
provided under section 3); 

• Financial Instruments – convergence with IAS 32: Financial Instruments: 
Presentation, IAS 39: Financial Instruments: Recognition and Measurement and 
IFRS 7: Financial Instruments: Disclosures; 

• Entity Combinations – convergence with IFRS 3 Business Combinations as well 
as a separate related public sector specific project; and 

• Intangible Assets – convergence with IAS 38 Intangible Assets. 

2.5. In addition, the IPSASB continues to make significant progress on its public sector 
specific projects (further detail provided under section 3); 

• Conceptual Framework – issuance of phase 1 consultation paper in September 
2008; 

• Social Benefits – issuance of an exposure draft and consultation paper in March 
2008;  

• Long-Term Fiscal Sustainability – issuance of a project brief for comment in 
March 2008; and 

• Service Concession Arrangements – issuance of consultation paper in March 
2008. 

Commitments for funding  

2.6. Continued efforts at securing external funding for the IPSASB have met with some 
success. In 2007, the United Nations provided a funding commitment for IFRS 
Convergence. The agreement is for $100,000 per year for 2007 and 2008 with a soft 
commitment for a further 2 years subsequently. The New Zealand government 
contributed $50,000 NZ for the Conceptual Framework project in both 2007 and 
2008. In 2007, support from the World Bank had decreased from $250,000 to 
$130,000. We pleased to report however that funding for 2008 was returned to 
$250,000 and indications are that this level of funding will continue. As part of the 
funding from the World Bank an external review of the operations of the IPSASB has 
recently been initiated. 
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2.7. The Canadian Institute of Chartered Accountants continues to provide funding for a 

Senior Technical Manager in Toronto. Additional staff support has also been provided 
by the People’s Republic of China. A Technical Manager was seconded from the 
Ministry of Finance in China for a 1 year period (ending November 30, 2007) and this 
support was recently renewed when a new Technical Manager joined to staff in 
Toronto (August 1, 2008).  

2.8. The additional resources are significant in strengthening the IPSASB’s staff capacity 
to deal with its priorities and sets a major challenge for the Board in its ability to 
handle the growth of work.  

Progress on Public Sector Standards during 2008 
2.9. In 2008, the IPSASB focused its resources on progressing its ambitious work program 

with some significant progress notably being made on the IPSASB’s public sector 
specific projects. 

Conceptual Framework  

2.10. The IPSASB is leading a collaborative project on the development of a conceptual 
framework for public sector financial reporting in conjunction with participating 
national standards setters and similar organizations (NSSs). A very significant 
milestone for the project was the September issuance of the phase 1 consultation 
paper (CP) entitled: Conceptual Framework for General Purpose Financial Reporting 
by Public Sector Entities: The Objectives of Financial Reporting, The Scope of 
Financial Reporting, The Qualitative Characteristics of Information Included in 
General Purpose Financial Reports, The Reporting Entity with a comment date of 31 
March 2009.  Phase 2, which addresses elements of financial reporting, is also now 
well underway with the Board considering a discussion paper at its meeting in 
October 2008 meeting.  

Service Concession Arrangements (PPPs)  

2.11. A significant development for this project was the March 2008 issuance of 
consultation paper Accounting and Financial Reporting for Service Concession 
Arrangements. The Board will be reviewing responses to the CP at its October 2008 
meeting from which, next steps are to be finalized. At present, an ED is planned for 
the first half of 2009. 

Social Benefits  

2.12. Consultation Paper Social Benefits: Key Issues in Recognition and Measurement – 
which was one of three documents (the other two being ED 34, Social Benefits: 
Disclosure of Cash Transfers to Individuals and Households and a Project Brief on 
Long-Term Fiscal Sustainability Reporting - see below) was issued in March 2008. 
As with Service Concession Arrangements, the IPSASB will review responses and 
determine next steps at its October 2008 meeting. This continues to be one of the 
IPSASB’s most challenging projects with views strongly held and polarized. 

Long Term Fiscal Sustainability  

2.13. A significant public sector specific project for which, as noted above, a Project Brief 
was issued in March 2008. Responses to be reviewed in October 2008. 
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Financial Instruments  

2.14. The IPSASB continues with the development of IPSASs that converge with IAS 32: 
Financial Instruments: Presentation, IAS 39: Financial Instruments: Recognition and 
Measurement and IFRS 7: Financial Instruments: Disclosures. Consideration of a 
paper on public sector issues for will be performed at its October 2008 meeting; 

Entity Combinations  

2.15. The IPSASB has agreed to develop an IPSAS converged with IFRS 3 Business 
Combinations for combinations which are exchange transactions not under common 
control. However, a separate related project has been actioned for combinations, 
which are non-exchange in nature, which are considered to be a significant public 
sector transaction. An exposure draft of the converged IPSAS and discussion paper on 
the related project are planned for approval in February 2009. 

Intangible Assets  

2.16. The IPSASB will review an exposure draft of an IPSAS converged with IAS 38 
Intangible Assets at its October 2008 meeting. 

IFRS Convergence  

2.17. In March 2008, the IPSASB approved updated IPSAS 33 The Effects of Changes in 
Foreign Exchange, which is revised to reflect changes made to the related IFRS. In 
September 2008, ED 35: Borrowing Costs (Revised 200X) was issued for public 
comment with a response date of 7 January 2009. An exposure draft of an IPSAS 
converged with IAS 41 Agriculture is to be considered for approval at the Board’s 
October 2008 meeting. 

Employee Benefits  

2.18. The IPSASB approved IPSAS 25, Employee Benefits in November 2007 and it has 
been issued into the 2008 IPSASB Handbook. 

Impairment of Cash Generating Assets  

2.19. The IPSASB approved IPSAS 26, Impairment of cash-Generating Assets in 
November 2007 and it has been issued into the 2008 IPSASB Handbook. 

External Assistance  

2.20. In November 2007, the IPSASB approved the disclosure requirements for recipients 
of external assistance who follow the cash basis of accounting. The requirements are 
housed within the Cash Basis IPSAS - Financial Reporting Under the Cash Basis of 
Accounting in the 2008 IPSASB Handbook. 

Narrative Reporting (NR) 

2.21. The IPSASB has approved a new project on NR (often called Management 
Discussion and Analysis). Next steps will be considered in conjunction with 
reviewing responses received on the Phase 1 Conceptual Framework Consultation 
Paper (see above). 

Review Cash Basis IPSAS  
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2.22. The IPSASB will undertake a review of the cash basis IPSAS in the next few months 

to determine if any changes are needed to the standard.  

Section 3 Other Matters 

Communication  

3.1. A major component of the IPSASB’s planning includes a detailed communications 
plan specific to IPSASB. This necessarily includes consideration of IFAC’s strategic 
and operational plans to determine that the planned outputs and activities related to 
communications of IPSASB are linked with the broader goals of IFAC. This 
communications plan has been considered in that context and links into these broader 
goals. This communications plan applies to 2008 and sets out the strategies identified 
and planned actions to achieve desired outcomes. 

Office Location and Staffing  

3.2. As noted in my last report, as of September 2006, the new IPSASB headquarters have 
been established in Toronto, Canada located within the offices of the Canadian 
Institute of Chartered Accountants. That office houses the Technical Director, a newly 
appointed Senior Technical Manager and two Technical Managers. The IPSASB also 
has full time staff members in London (Deputy Technical Director, John Stanford – 
who often works out of Toronto), New York and Paul Sutcliffe, half time in 
Melbourne. 

3.3. During the past year we learned that, among others, the following international 
institutions and countries are understood to have adopted IPSASs, are in the process 
of adopting IPSASs, or are converging national standards with IPSASs: 

• Indonesia; 

• Kenya; 

• Costa Rica; 

• Barbados; 

• Jamaica; 

• Republic of Kyrgyzstan; and 

• Brazil (road map for implementation by 2012) 

Section 4 Conclusion 
4.1. The IPSASB continues to work hard to develop robust financial reporting standards 

for public sector entities and it is gratifying that so many countries and international 
organizations are moving to adopt IPSASs as the basis for preparing their general 
purpose financial statements.  

4.2. I urge you to continue to support the work of the IPSASB, and to assist us in the 
promotion of the IPSASs and sound financial reporting by governments around the 
world. In most countries, the public sector accounts for upwards of 30% of national 
resource consumption. It follows that poor financial management can result in a huge 
economic cost to both national and world economies. 
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4.3. The IPSASB aims, through the development of high quality accounting standards, to 
improve accountability and governance and the timeliness, accuracy and transparency 
of financial information published by governments and international organizations. 
Such improvements will help governments manage performance, deliver better 
services and be more accountable which will ultimately engage constituents and 
improve their confidence in government. 


