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PREFACE

PREFACE
7KHSRVLWLYHUROHWKDWDVWURQJSULYDWHVHFWRUFRXOGSOD\LQUHDOL]LQJWKH6XVWDLQDEOH'HYHORSPHQW*RDOVLVFOHDU
/DUJHDVZHOODVVPDOOHQWHUSULVHVQHHGWRJURZWRHIIHFWLYHO\DWWDLQWKH*RDOV7KHJURZWKRIHQWHUSULVHVUHTXLUHV
ƄQDQFLQJIURPERWKGRPHVWLFDQGIRUHLJQVRXUFHV5HOLDEOHDQGJOREDOO\FRPSDUDEOHUHSRUWLQJRQERWKWKHƄQDQFLDO
DQG QRQƄQDQFLDO DVSHFWV RI WKH HFRQRPLF SHUIRUPDQFH DQG ƄQDQFLDO VWDQGLQJ RI HQWHUSULVHV LV DQ HVVHQWLDO
SDUWRIWKHJOREDOƄQDQFLDOLQIUDVWUXFWXUH:LWKWKLVLQPLQG0HPEHU6WDWHVRIWKH8QLWHG1DWLRQVHVWDEOLVKHG
WKH ,QWHUJRYHUQPHQWDO :RUNLQJ *URXS RI ([SHUWV RQ ,QWHUQDWLRQDO 6WDQGDUGV RI $FFRXQWLQJ DQG 5HSRUWLQJ WR
FRQWULEXWHWRWKHJOREDOHIIRUWVDLPHGDWSURPRWLQJUHOLDEOHDQGKDUPRQL]HGFRUSRUDWHUHSRUWLQJ
As the only intergovernmental body within the United Nations system tasked with carrying out such work, over
WKH ODVW  \HDUV WKH ,QWHUJRYHUQPHQWDO :RUNLQJ *URXS RI ([SHUWV RQ ,QWHUQDWLRQDO 6WDQGDUGV RI $FFRXQWLQJ
DQG 5HSRUWLQJ KDV PDGH VLJQLƄFDQW FRQWULEXWLRQV WR WKLV ƄHOG 7KH DQQXDO RSHQ DQG QHXWUDO VHVVLRQV RI WKH
,QWHUJRYHUQPHQWDO :RUNLQJ *URXS RI ([SHUWV EULQJ WRJHWKHU SROLF\PDNHUV UHJXODWRUV VWDQGDUG VHWWHUV
DFDGHPLFVDQGRWKHULQWHUHVWHGVWDNHKROGHUV2YHUWKH\HDUVWKH,QWHUJRYHUQPHQWDO:RUNLQJ*URXSRI([SHUWV
KDV DGGUHVVHG D YDULHW\ RI LVVXHV GHDOLQJ ZLWK ƄQDQFLDO UHSRUWLQJ HQYLURQPHQWDO DFFRXQWLQJ DQG UHSRUWLQJ
corporate governance and corporate social responsibility, and has pioneered tackling a number of topics,
SDUWLFXODUO\ZLWKUHVSHFWWRHQYLURQPHQWDOUHSRUWLQJ7KH,QWHUJRYHUQPHQWDO:RUNLQJ*URXSRI([SHUWVKDVDOVR
FRQWULEXWHGWRIDFLOLWDWLQJWKHƄQDQFLDOLQFOXVLRQRIVPDOODQGPHGLXPVL]HGHQWHUSULVHVE\GHYHORSLQJDFFRXQWLQJ
DQGƄQDQFLDOUHSRUWLQJJXLGDQFHVXLWDEOHIRUWKHLUQHHGV,QUHFHQW\HDUVWKHERG\GHYHORSHGWKH$FFRXQWLQJ
Development Tool – now also commonly known as the ADT. The Tool has enabled a number of Member States
WRDVVHVVWKHLUƄQDQFLDODQGQRQƄQDQFLDOUHSRUWLQJUHTXLUHPHQWVIRUHQWHUSULVHVDQGWRDOLJQWKHPZLWKJOREDO
VWDQGDUGVDQGFRGHVLQDQHIƄFLHQWDQGLQWHJUDWHGPDQQHU.H\FRPSRQHQWVRIWKH7RROLQFOXGHWKH,QWHUQDWLRQDO
)LQDQFLDO5HSRUWLQJ6WDQGDUGVDQGWKH,QWHUQDWLRQDO3XEOLF6HFWRU$FFRXQWLQJ6WDQGDUGV
,FRQJUDWXODWHWKH,QWHUJRYHUQPHQWDO:RUNLQJ*URXSRI([SHUWVRQ,QWHUQDWLRQDO6WDQGDUGVRI$FFRXQWLQJDQG
5HSRUWLQJRQLWVWKLUW\ƄIWKDQQLYHUVDU\,WJLYHVPHJUHDWSOHDVXUHWRSUHVHQWWKHYROXPHRIInternational
Accounting and Reporting Issues, which provides a review of recent developments in Sustainable Development
*RDOUHSRUWLQJDQGRISUDFWLFDOLPSOHPHQWDWLRQDVSHFWVRIERWKWKH,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV
and the International Public Sector Accounting Standards.

Mukhisa Kituyi
6HFUHWDU\*HQHUDORI81&7$'

ix

INTRODUCTION

INTRODUCTION
At least four decades ago, the Member States of the United Nations noted the importance of a vibrant private
sector in building productive capacities, increasing the volume of trade and, ultimately, facilitating the attainment
RIHFRQRPLFDQGVRFLDOGHYHORSPHQWREMHFWLYHV(QWHUSULVHVQHHGLQYHVWPHQWIURPGRPHVWLFDQGLQWHUQDWLRQDO
sources to grow their productive capacities and remain competitive in an increasingly integrating global market.
(QWLWLHVWKDWSURYLGHUHOLDEOHDQGFRPSDUDEOHƄQDQFLDOVWDWHPHQWVVWDQGDJUHDWHUFKDQFHRIDWWUDFWLQJLQYHVWPHQW
)RURYHU\HDUVWKH8QLWHG1DWLRQVKDVEHHQFRQWULEXWLQJWRWKHSURPRWLRQRIUHOLDEOHDQGFRPSDUDEOHƄQDQFLDO
DQGQRQƄQDQFLDOUHSRUWLQJE\HQWHUSULVHVZRUOGZLGH7RWKLVHQGLQ2FWREHUWKH(FRQRPLFDQG6RFLDO
&RXQFLOHVWDEOLVKHGWKH,QWHUJRYHUQPHQWDO:RUNLQJ*URXSRI([SHUWVRQ,QWHUQDWLRQDO6WDQGDUGVRI$FFRXQWLQJ
and Reporting as a standing body.
7KHDGRSWLRQRIWKH$JHQGDIRU6XVWDLQDEOH'HYHORSPHQWDVDUWLFXODWHGLQLWVWDUJHWVKDVKDGVLJQLƄFDQW
implications for enterprises around the world regarding reporting on their performance towards achievement
of these goals. In July 2016, during the fourteenth session of the United Nations Conference on Trade and
Development, held in Nairobi, UNCTAD launched an initiative involving the selection of a limited number of
FRUH6XVWDLQDEOH'HYHORSPHQW*RDOLQGLFDWRUVIRUFRUSRUDWHUHSRUWLQJ)ROORZLQJDVHULHVRIFRQVXOWDWLRQVZLWK
NH\ H[SHUWV LQ WKLV ƄHOG DQG LQWHUJRYHUQPHQWDO GHOLEHUDWLRQV DW WKH HQG RI  81&7$' ƄQDOL]HG JXLGDQFH
consisting of core indicators on the performance of enterprises relating to economic, environmental, social and
institutional aspects.
,Q GHYHORSLQJ WKH JXLGDQFH WKH ,QWHUJRYHUQPHQWDO :RUNLQJ *URXS RI ([SHUWV RQ ,QWHUQDWLRQDO 6WDQGDUGV RI
Accounting and Reporting considered several recent developments, highlighted below, regarding sustainability
UHSRUWLQJDQGWKH6XVWDLQDEOH'HYHORSPHQW*RDOV
,Q-XQHWKH7DVN)RUFHRQ&OLPDWHUHODWHG)LQDQFLDO'LVFORVXUHVZKLFKZDVHVWDEOLVKHGE\WKH)LQDQFLDO
6WDELOLW\%RDUGDWWKHUHTXHVWRIWKHƄQDQFHPLQLVWHUVDQGFHQWUDOEDQNJRYHUQRUVRIWKH*URXSRISXEOLVKHG
LWVƄQDOUHFRPPHQGDWLRQVRQIRUZDUGORRNLQJGLVFORVXUHVRQWKHƄQDQFLDOLPSDFWRIFOLPDWHFKDQJHDQGRQWKH
WUDQVLWLRQWRDJOREDOORZHUFDUERQHFRQRP\XQGHUWKHWHUPVRIWKH8QLWHG1DWLRQV)UDPHZRUN&RQYHQWLRQRQ
&OLPDWH &KDQJH ,Q  WKH 7DVN )RUFH ZDV HQGRUVHG E\ VWDNHKROGHUV VXFK DV *RYHUQPHQWV UHJXODWRUV
SUHSDUHUVLQYHVWRUVDQGSURIHVVLRQDODFFRXQWDQF\RUJDQL]DWLRQV,Q6HSWHPEHUWKH7DVN)RUFHSXEOLVKHG
DVWDWXVUHSRUWLQZKLFKLWLQGLFDWHGWKDWFRPSDQLHVZLWKDFRPELQHGPDUNHWFDSLWDOL]DWLRQRI86WULOOLRQ
DQGRWKHURUJDQL]DWLRQVVXSSRUWHGLWVUHFRPPHQGDWLRQVRQGLVFORVXUHV
,Q -DQXDU\  WKH (XURSHDQ 8QLRQ +LJKOHYHO ([SHUW *URXS RQ 6XVWDLQDEOH )LQDQFH SXEOLVKHG LWV ƄQDO
UHSRUW7KH([SHUW*URXSUHSRUWZDVLQIRUPHGE\DQLQGXVWU\OHGFRQVXOWDWLRQSURFHVVDQGLQFOXGHGDSURSRVDO
regarding the establishment of a sustainability taxonomy at the European Union level, integrating environmental,
VRFLDODQGJRYHUQDQFHIDFWRUVLQWRƄQDQFLDOGHFLVLRQPDNLQJDQGXSJUDGLQJH[LVWLQJGLVFORVXUHUXOHVWREHWWHU
UHƅHFWVXVWDLQDELOLW\ULVNV7KH*URXSUHFRPPHQGHGWKDWWKH(XURSHDQ8QLRQVKRXOGHQGRUVHWKH7DVN)RUFHRQ
&OLPDWHUHODWHG)LQDQFLDO'LVFORVXUHVpJXLGHOLQHVDVDZD\RIVXSSRUWLQJKLJKTXDOLW\UHSRUWLQJVWDQGDUGVJOREDOO\
LQFOXGLQJWKURXJKIXUWKHUZRUNRQVXVWDLQDEOHƄQDQFHDWWKH8QLWHG1DWLRQV
,Q 0DUFK  WKH (XURSHDQ &RPPLVVLRQ SXEOLVKHG DQ DFWLRQ SODQ RQ ƄQDQFLQJ VXVWDLQDEOH JURZWK 7KH
DFWLRQSODQZKLFKLVEDVHGRQWKHUHFRPPHQGDWLRQVRIWKH+LJKOHYHO([SHUW*URXSSURYLGHVDƄWQHVVFKHFN
RI 'LUHFWLYH (8 RQ GLVFORVXUH RI QRQƄQDQFLDO DQG GLYHUVLW\ LQIRUPDWLRQ ZLWK D YLHZ WR HQVXULQJ LWV
alignment with the recommendations. In the action plan, it is stated that steps will be taken to establish a
VXVWDLQDELOLW\WD[RQRP\EHJLQQLQJZLWKFOLPDWHFKDQJHLVVXHV)XUWKHUPRUHWKHSODQFRQWDLQVVHYHUDODFWLRQVRQ
strengthening sustainability disclosure and accounting rule-making in this area, particularly the establishment of
D(XURSHDQ&RUSRUDWH5HSRUWLQJ/DEWRSURPRWHEHVWSUDFWLFHVLQVXVWDLQDELOLW\UHSRUWLQJXQGHUWKHXPEUHOODRI
WKH(XURSHDQ)LQDQFLDO5HSRUWLQJ$GYLVRU\*URXS

x
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The International Integrated Reporting Council has been promoting the adoption of integrated reporting
ZRUOGZLGH,Q)HEUXDU\WKH$IULFD,QWHJUDWHG5HSRUWLQJ&RPPLWWHHKHOGLWVLQDXJXUDOPHHWLQJSURYLGLQJD
forum for discussions on the adoption of integrated reporting in the African region, with support from regional and
international stakeholders. This initiative, endorsed by stakeholders such as the World Bank and the International
)HGHUDWLRQRI$FFRXQWDQWVSURYLGHVDQH[DPSOHRIEHVWSUDFWLFHLQWKHSURPRWLRQRIVXVWDLQDELOLW\UHSRUWLQJLQ
developing countries.
7KH DLP RI WKH $FWLRQ 3ODWIRUP IRU 5HSRUWLQJ RQ WKH 6XVWDLQDEOH 'HYHORSPHQW *RDOV ZKLFK LV EDVHG RQ
FRQWLQXHG FRRSHUDWLRQ EHWZHHQ WKH *OREDO 5HSRUWLQJ ,QLWLDWLYH DQG WKH 8QLWHG 1DWLRQV *OREDO &RPSDFW LV
WR SURYLGH D IUDPHZRUN DQG PHWKRGRORJ\ IRU FRPSDQLHV WR UHSRUW RQ WKHLU 6XVWDLQDEOH 'HYHORSPHQW *RDO
UHODWHGSHUIRUPDQFH7KH81&7$'VHFUHWDULDWDVDPHPEHURIWKH$FWLRQ3ODWIRUPpV0XOWLVWDNHKROGHU$GYLVRU\
&RPPLWWHHZRUNVFORVHO\ZLWKWKH,QLWLDWLYHDQGWKH*OREDO&RPSDFWWRHQVXUHFRRUGLQDWLRQDQGFRQVLVWHQF\ZLWK
WKH81&7$'SURMHFWRQFRUHLQGLFDWRUVZKLFKIRFXVHVRQDOLPLWHGQXPEHURIEDVHOLQHXQLYHUVDOLQGLFDWRUVIRU
FRPSDQLHVLQDOLJQPHQWZLWKWKH6XVWDLQDEOH'HYHORSPHQW*RDOVVWDWLVWLFDOLQGLFDWRUVDWDPDFUROHYHO
The World Business Council for Sustainable Development provides a forum where entities can discuss reporting
RQWKH6XVWDLQDEOH'HYHORSPHQW*RDOV2QHLPSRUWDQWGHYHORSPHQWWKDWWRRNSODFHGXULQJWKHLQWHUVHVVLRQDO
SHULRG RI WKH ,QWHUJRYHUQPHQWDO :RUNLQJ *URXS RI ([SHUWV RQ ,QWHUQDWLRQDO 6WDQGDUGV RI $FFRXQWLQJ DQG
Reporting was the launch of the Reporting Exchange, a tool for navigating the existing sustainability reporting
requirements of over 60 countries, encompassing both mandatory and voluntary standards, as well as stock
exchange listing requirements.
The World Benchmarking Alliance, which brings together reporting stakeholders and is backed by Aviva Investors,
WKH8QLWHG1DWLRQV)RXQGDWLRQWKH,QGH[,QLWLDWLYHDQGWKH%XVLQHVVDQG6XVWDLQDEOH'HYHORSPHQW&RPPLVVLRQ
seeks to identify and promote high-quality benchmarks for assessing and comparing the performance of
FRPSDQLHVUHJDUGLQJWKH6XVWDLQDEOH'HYHORSPHQW*RDOV,Q-XQHWKH$OOLDQFHFRQFOXGHGDFRQVXOWDWLRQ
phase that covered all the continents and involved stakeholders from both developed and developing countries.
,QDGGLWLRQUHSRUWVVXFKDVWKH.O\QYHOG3HDW0DUZLFN*RHUGHOHU6XUYH\RI&RUSRUDWH5HVSRQVLELOLW\5HSRUWLQJ
2017, as well as research conducted by the World Business Council for Sustainable Development and the Climate
Disclosure Standards Board, provide data insights into the current state of sustainability reporting, in particular
UHJDUGLQJIXUWKHUZRUNQHHGHGLQWKLVDUHD:KLOHPRVWRIWKHZRUOGpVELJJHVWFRPSDQLHVLQWHJUDWHƄQDQFLDODQG
QRQƄQDQFLDOGDWDLQWRWKHLUDQQXDOUHSRUWVPDQ\GRQRW\HWDFNQRZOHGJHFOLPDWHFKDQJHDVDƄQDQFLDOULVN7KH
6XUYH\KLJKOLJKWVWKHJURZLQJUHVRQDQFHRIWKH6XVWDLQDEOH'HYHORSPHQW*RDOVLQHQWLW\UHSRUWLQJ
7KH ODVW WZR GHFDGHV KDYH EHHQ FKDUDFWHUL]HG E\ D SUROLIHUDWLRQ RI LQWHUQDWLRQDO VWDQGDUGV LQ WKH ƄHOGV RI
DFFRXQWLQJDQGƄQDQFLDOUHSRUWLQJLQERWKWKHSULYDWHDQGSXEOLFVHFWRUVDXGLWLQJDVVXUDQFHDQGWUDLQLQJDQG
SURIHVVLRQDOTXDOLƄFDWLRQVIRUDFFRXQWDQWV7KURXJKWKH,QWHUJRYHUQPHQWDO:RUNLQJ*URXSRI([SHUWV81&7$'
has contributed to efforts to ensure that member States better understand such standards and implement them
LQDPRUHKROLVWLFDQGHIƄFLHQWPDQQHU
7KH,QWHUJRYHUQPHQWDO:RUNLQJ*URXSKDVGHGLFDWHGDVHULHVRIDQQXDOVHVVLRQVWRGLVFXVVLRQVRQLVVXHVDULVLQJ
IURPWKHSUDFWLFDOLPSOHPHQWDWLRQRIWKH,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV7KH81&7$'VHFUHWDULDW
has prepared background documentation and country-case studies designed to facilitate better understanding
RI DQG GHOLEHUDWLRQV RQ VXFK LVVXHV )XUWKHUPRUH LQ UHFHQW \HDUV WKH ,QWHUJRYHUQPHQWDO :RUNLQJ *URXS KDV
reviewed practical aspects of compliance-monitoring and enforcement mechanisms with regard to corporate
reporting requirements and has issued guidance material.
2YHUWKH\HDUVGHOHJDWHVDWDQQXDOVHVVLRQVRIWKH,QWHUJRYHUQPHQWDO:RUNLQJ*URXSKDYHPDGHVXFFHVVLYH
requests for discussions to be held on the practical implementation of the International Public Sector Accounting
6WDQGDUGV7KHVHFUHWDULDWDFFRUGLQJO\RUJDQL]HGDVHULHVRIWHFKQLFDOZRUNVKRSVRQWKLVWRSLF,Q2FWREHU
GHOHJDWHVDWWKHWKLUW\ƄIWKVHVVLRQRIWKH,QWHUJRYHUQPHQWDO:RUNLQJ*URXSGLVFXVVHGLVVXHVDULVLQJIURPWKH
practical implementation of international accounting and reporting standards in the public and private sectors.

INTRODUCTION

xi

7KH SUHVHQW UHSRUW LV FRPSULVHG RI WZR FKDSWHUV WKH ƄUVW RI ZKLFK DGGUHVVHV DVSHFWV RI WKH SUDFWLFDO
LPSOHPHQWDWLRQ RI WKH ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV SURYLGLQJ DQ RYHUYLHZ RI WKH ,QWHUQDWLRQDO
$FFRXQWLQJ 6WDQGDUGV %RDUG DQG WKH FXUUHQW VWDWH RI SUDFWLFDO LPSOHPHQWDWLRQ RI WKH ,QWHUQDWLRQDO )LQDQFLDO
Reporting Standards worldwide. There then follows a review of practical implementation considerations with
UHJDUGWRUHFHQWO\LVVXHGVWDQGDUGVWKDWZLOOFRPHLQWRIRUFHGXULQJWKHFXUUHQWDQGVXEVHTXHQWƄQDQFLDOUHSRUWLQJ
periods. The second chapter provides a brief background of the International Public Sector Accounting Standards
and contains discussion of practical implementation from the regulatory, institutional and technical perspectives.
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CHAPTER I.
PRACTICAL ISSUES CONCERNING THE IMPLEMENTATION OF
INTERNATIONAL FINANCIAL REPORTING STANDARDS
A. INTRODUCTION
Overview of historical development
The accountancy profession has played a leading
UROH LQ WKH JOREDOL]DWLRQ RI DFFRXQWLQJ VWDQGDUGV
RUJDQL]LQJ WKH ƄUVW :RUOG &RQJUHVV RI $FFRXQWDQWV
in 1904. Ever since that time, the Congress has been
held every four years at different locations across the
world: most recently in November 2018, in Sydney,
Australia. In 1973, sixteen professional accountancy
ERGLHV IURP $XVWUDOLD &DQDGD )UDQFH *HUPDQ\
Japan, Mexico, the Netherlands, the United Kingdom
RI*UHDW%ULWDLQDQG1RUWKHUQ,UHODQGDQGWKH8QLWHG
States of America agreed to form the International
Accounting Standards Committee. The Committee
issued a number of International Accounting
6WDQGDUGV ,$6  SXEOLVKLQJ LQWHUSUHWDWLRQV WKHUHRI
through its Standing Interpretations Committee until
)HEUXDU\
In 2001, the International Accounting Standards
Committee was replaced by the International
$FFRXQWLQJ 6WDQGDUGV %RDUG ,$6%  ZKLFK
DGRSWHG LWV SUHGHFHVVRUpV VWDQGDUGV DQG SXEOLVKHG
interpretations, renaming them the International
)LQDQFLDO5HSRUWLQJ6WDQGDUGV ,)56 
Prior to the formal establishment of IASB, and while
the International Accounting Standards Committee
members were voting on the reform of their body
in 2000, the European Commission announced
WKDW LW LQWHQGHG WR DGRSW ,)56} DV WKH PDQGDWRU\
comprehensive accounting basis for companies listed
on stock exchanges within the European Union. This
development somewhat eclipsed the International
2UJDQL]DWLRQ RI 6HFXULWLHV &RPPLVVLRQVp VHFRQGDU\
OLVWLQJSODQDQGRWKHUMXULVGLFWLRQVEHJDQWRIROORZWKH
(XURSHDQ 8QLRQ LQ DGRSWLQJ ,)56} DV WKHLU SULPDU\
reporting basis.
This trend was given further impetus by the decision
of the Securities and Exchange Commission in 2007
WR UHFRJQL]H ,)56} DV HTXLYDOHQW WR 8QLWHG 6WDWHV
*HQHUDOO\ $FFHSWHG $FFRXQWLQJ 3ULQFLSOHV 86

*$$3 1 This meant that foreign companies using
,)56}IRUWKHLUPDLQƄQDQFLDOVWDWHPHQWVDQGUHJLVWHUHG
with the Securities and Exchange Commission for a
secondary listing in the United States of America did
QRWKDYHWRSURYLGHDUHFRQFLOLDWLRQWR86*$$3WKXV
saving a considerable amount of time and money.
&XUUHQWO\ PRUH WKDQ  ,)56DSSO\LQJ HQWLWLHV DUH
registered with the Commission.2

Current state of International Financial
Reporting Standards and their adoption
around the world
7KH (XURSHDQ 8QLRQ DGRSWHG ,)56} LQ  UDSLGO\
IROORZHG E\ $XVWUDOLD 1HZ =HDODQG DQG 6RXWK
$IULFD $UJHQWLQD %UD]LO &DQDGD DQG WKH 5HSXEOLF
of Korea have also done the same. Japan is slowly
introducing the standards and certain companies
already report voluntarily thereunder.3 China has
1

United States of America, Securities and Exchange ComPLVVLRQ$FFHSWDQFHIURPIRUHLJQSULYDWHLVVXHUVRIƄnancial statements prepared in accordance with international
ƄQDQFLDOUHSRUWLQJVWDQGDUGVZLWKRXWUHFRQFLOLDWLRQWR>8QLWHG
6WDWHV*HQHUDOO\$FFHSWHG$FFRXQWLQJ3ULQFLSOHV@86*$$3
 >8QLWHG 6WDWHV &RGH RI )HGHUDO 5HJXODWLRQV@ &)5 3DUWV
DQG)LQDO5XOH'HFHPEHU$YDLODEOH
DWKWWSVZZZVHFJRYUXOHVƄQDOSGI

2

Bricker W, Chief Accountant of the Securities and Exchange
Commission, 2017, Statement in connection with the 2017
>$PHULFDQ ,QVWLWXWH RI &HUWLƄHG 3XEOLF $FFRXQWDQWV@ $,&3$
FRQIHUHQFH RQ FXUUHQW >6HFXULWLHV DQG ([FKDQJH &RPPLVVLRQ@ 6(& DQG >3XEOLF &RPSDQ\ $FFRXQWLQJ 2YHUVLJKW
%RDUG@ 3&$2% 'HYHORSPHQWV  'HFHPEHU ,Q KLV VWDWHment, the Chief Accountant made the following observations:
q2YHUIRUHLJQSULYDWHLVVXHUVUHSUHVHQWLQJPXOWLWULOOLRQV
RIGROODUVLQDJJUHJDWHPDUNHWFDSLWDOL]DWLRQUHSRUWƄQDQFLDO
VWDWHPHQW LQIRUPDWLRQ WR fWKH >6HFXULWLHV DQG ([FKDQJH
&RPPLVVLRQ@6(&ZLWKRXWUHFRQFLOLDWLRQWR86*$$3ZKLFK
makes the United States one of the largest markets for the
VHFXULWLHVRI>LQWHUQDWLRQDOƄQDQFLDOUHSRUWLQJVWDQGDUGV@,)56
reporting issuers.” Available at https://www.sec.gov/news/
VSHHFKEULFNHU DFFHVVHG-DQXDU\ 

3

 9DQ0RXULN&DQG.DWVXR<$UWLFXODWLRQSURƄWRUORVV
DQG>RWKHUFRPSUHKHQVLYHLQFRPH@2&,LQWKH>,QWHUQDWLRQDO
$FFRXQWLQJ 6WDQGDUGV %RDUG@ ,$6% FRQFHSWXDO IUDPHZRUN
'LIIHUHQW VKDGHV RI FOHDQ RU GLUW\  VXUSOXV Accounting in
Europe,    t 7KH DXWKRUV GLVFXVV FRQFHSWXDO
GLIIHUHQFHV UHJDUGLQJ -DSDQ DQG WKH ,QWHUQDWLRQDO )LQDQFLDO5HSRUWLQJ6WDQGDUGV ,)56 ,QSDUWLFXODUWKH-DSDQHVH
ZRXOG SUHIHU WR DPRUWL]H JRRGZLOO DQG WKLQN WKDW DOO SURƄWV
DQG ORVVHV UHFRJQL]HG LQ RWKHU FRPSUHKHQVLYH LQFRPH
VKRXOGEHUHF\FOHGWKURXJKSURƄWRUORVV7KLVKDVUHVWUDLQHG
WKHLUPRYHPHQWWRZDUGVIXOO,)56&DPIIHUPDQ.DQG=HII6

2
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LVVXHGLWVRZQƄQDQFLDOUHSRUWLQJVWDQGDUGVZKLFKWKH
,)56})RXQGDWLRQFRQVLGHUVWREHYLUWXDOO\WKHVDPHDV
its own.4
7KH FXUUHQW VXLWH RI ,)56} FRQVLVWV RI  ,$6 
,)56} DQG  ,QWHUSUHWDWLRQV 2I  MXULVGLFWLRQV
VXUYH\HGE\WKH%RDUGUHTXLUH,)56}WREHDSSOLHG
by all or most domestic publicly accountable entities in
their capital markets.52IWKH}FRPSDQLHVOLVWHG
on the 88 largest global securities exchanges, 27,000
XVH ,)56 7KH FRPELQHG JURVV GRPHVWLF SURGXFW
of the countries applying the standards amounts to
86WULOOLRQ6
6RPH RI WKH NH\ EHQHƄWV DULVLQJ IURP WKH JOREDO
LPSOHPHQWDWLRQ RI ,)56} DUH WKH HQKDQFHG
FRPSDUDELOLW\ DQG LPSURYHPHQW LQ TXDOLW\ RI ƄQDQFLDO
information; the empowerment of investors and other
market participants to make informed economic
decisions; increased reliability owing to the narrowing
of the information gap between capital providers and
the individuals to whom they have entrusted their
money; the provision of information needed to hold
management accountable; the ability to compare
ƄQDQFLDO LQIRUPDWLRQ RQ D JOREDO EDVLV WKH SURYLVLRQ
of vital information to regulators around the world; the
FUHDWLRQRIHFRQRPLFHIƄFLHQF\WKURXJKPRYHVWRKHOS
investors to identify opportunities and risks across
the world, thereby improving capital allocation; and
the lowering of the cost of capital and of international
reporting for preparers.
2015, Aiming for Global Accounting Standards – the International Accounting Standards Board, 2001–2011, 2[IRUG
8QLYHUVLW\3UHVV2[IRUGt7KHDXWKRUVVXJJHVWWKDW
WKHKDOWLQPRPHQWXPWRZDUGVGRPHVWLFXVHRI,)56}LQWKH
United States of America also put constraints on the adoption process; According to the Tokyo Stock Exchange, as
at 31 March 2018, there were 147 listed companies using
,)56}DQGXVLQJ86*$$37KH7RN\R6WRFN([FKDQJHKDV
FRQƄUPHG WKDW LWV ZHEVLWH JLYHV GHWDLOV RI ,)56XVHU FRPSDQLHV EXW QRW RI 86 *$$3XVHU FRPSDQLHV 6HH https://
ZZZMS[FRMSHQJOLVKOLVWLQJRWKHUVLIUV DFFHVVHG)HEUXDU\ 
4

 0LQLVWU\RI)LQDQFHRI&KLQDDQG,)56})RXQGDWLRQMRLQWVWDWHPHQW%HLMLQJ1RYHPEHUGHFODULQJWKDW&KLQHVHDFFRXQWLQJVWDQGDUGVZHUHVXEVWDQWLDOO\FRQYHUJHGZLWK,)56
Available at https://www.ifrs.org/-/media/feature/aroundWKHZRUOGPRXVEHLMLQJMRLQWVWDWHPHQWSGI"OD HQ
DFFHVVHG  )HEUXDU\   6HH DOVR ;X / =KDQJ ( DQG
Cortese C, The role of accounting intellectuals in the emergence of Chinese accounting standards, Accounting History
IRUWKFRPLQJ 

5

 ,)56} )RXQGDWLRQ :KR XVHV ,)56} VWDQGDUGV" $YDLODEOH DW
www.ifrs.org/use-around-the-world/use-of-ifrs-standardsE\MXULVGLFWLRQDQDO\VLV DFFHVVHG-DQXDU\ .

6

Pacter P, 2017, 3RFNHW*XLGHWR,)56}6WDQGDUGV7KH*OREDO
Financial Reporting Language, ,)56} )RXQGDWLRQ /RQGRQ
S}

Beginning in 2002, IASB spent a decade working to
achieve the convergence of its standards with those
of the United States of America. That goal has been
achieved in many areas, notably revenue recognition,
business combinations, consolidation, accounting for
share-based payment, operating segments and fairvalue measurement. The new standards on revenue
and leasing are products of those efforts, even though
full convergence has not been achieved.

Institutional setting and funding
The institutional structure providing oversight for
the standard-setting process, addressing funding,
encouraging liaison with national standard setters
and providing support in implementation has evolved
greatly over the sixteen years since IASB formally
began its work.
,QLWLDOO\ WKH ,)56} )RXQGDWLRQ WUXVWHHV PDGH XS WKH
core oversight mechanism and were also responsible
for fund-raising and appointing the members of
IASB and the Standing Interpretations Committee.
2XWVLGH REVHUYHUV ZHUH FULWLFDO RI WKDW DUUDQJHPHQW
pointing out that the trustees were also responsible
for their own appointment and were, therefore, a selfperpetuating body with no external accountability.
&RQVHTXHQWO\ WKH FRUH VWUXFWXUH RI WKH )RXQGDWLRQ
was expanded in 2009 to include a new top tier, the
Monitoring Board, made up of representatives of the
European Commission, Japan and the United States
of America and two representatives of the International
2UJDQL]DWLRQRI6HFXULWLHV&RPPLVVLRQV
In 2012, the Monitoring Board decided to expand its
membership,7 which now includes market authorities
IURP%UD]LO&KLQDDQGWKH5HSXEOLFRI.RUHD0HPEHUV
are supposed to be drawn from countries that allow or
UHTXLUHWKHXVHRI,)56}ZLWKLQWKHLUMXULVGLFWLRQ6RPH
feel that this puts the United States of America in an
DZNZDUG SRVLWLRQ 2Q WKH RQH KDQG WKH 6HFXULWLHV
DQG([FKDQJH&RPPLVVLRQKDVPRUH,)56}UHJLVWUDQWV
than most other stock exchanges and is arguably
WKHELJJHVWƄQDQFLDOPDUNHWLQWKHZRUOGDQGVKRXOG
WKHUHIRUHKDYHDSUHVHQFHZLWKLQWKH,)56}VWUXFWXUH
2QWKHRWKHUKDQGFRPSDQLHVRIWKH8QLWHG6WDWHVRI
$PHULFDDUHQRWSHUPLWWHGWRXVH,)56
7

,)56})RXQGDWLRQ0RQLWRULQJ%RDUG)LQDOUHSRUWRIWKH
UHYLHZ RI WKH ,)56} )RXQGDWLRQpV JRYHUQDQFH  )HEUXDU\
available at http://www.iosco.org/about/monitoring_board/
SGI)LQDO5HSRUWRQWKH5HYLHZRI
WKH,)56)RXQGDWLRQpV*RYHUQDQFHSGI.
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7KH  ,)56} )RXQGDWLRQ WUXVWHHV DUH GUDZQ IURP D
YDULHW\ RI MXULVGLFWLRQV DQG KDYH W\SLFDOO\ VSHQW D
OLIHWLPHZRUNLQJLQDUHDVOLQNHGWRƄQDQFLDOUHSRUWLQJ
2YHU WLPH WKH )RXQGDWLRQ KDV HVWDEOLVKHG VHYHUDO
subcommittees, including the Nominating Committee,
ZKLFKLGHQWLƄHVFDQGLGDWHVIRUDSSRLQWPHQWWR,$6%
WKH ,)56} ,QWHUSUHWDWLRQV &RPPLWWHH WKH $XGLW DQG
)LQDQFH &RPPLWWHH DQG WKH 'XH 3URFHVV 2YHUVLJKW
Committee.

Table 1
International Financial Reporting Standards Foundation
UHVXOWV VLPSOLƂHG
£000
Contributions
Publishing sales
/HVVLGHQWLƂHGFRVW

25,084
-3,317

28,762
-20,939

2SHUDWLQJFRVWV
Subtotal

)LQDQFHFRVWV

7,823
3,901
-3,060

1HWLQFRPHEHIRUHWD[

7KH%RDUGLVPDGHXSRI D IRXUPHPEHUVIURPWKH
$VLDt2FHDQLDUHJLRQ E IRXUPHPEHUVIURP(XURSH
F IRXUPHPEHUVIURPWKH$PHULFDV G RQHPHPEHU
IURP $IULFD DQG H  RQH PHPEHU DSSRLQWHG IURP
DQ\ UHJLRQ VXEMHFW WR UHTXLUHPHQWV UHJDUGLQJ WKH
maintenance of overall geographical balance.
)XQGLQJ FRQWLQXHV WR EH DQ RYHUZKHOPLQJO\ GLIƄFXOW
LVVXH IRU WKH )RXQGDWLRQ *RYHUQPHQWV VWRFN
markets and listed companies remain unwilling to
SD\ IRU ƄQDQFLDO UHSRUWLQJ VWDQGDUGV &RQVHTXHQWO\
WKH)RXQGDWLRQLVXQGHUIXQGHGZLWKFRXQWULHVVXFK
DV)UDQFH*HUPDQ\-DSDQDQGWKH8QLWHG.LQJGRP
RI *UHDW %ULWDLQ DQG 1RUWKHUQ ,UHODQG PDNLQJ
VLJQLƄFDQWFRQWULEXWLRQVZKLOHVRPHRWKHUDGRSWHUV
pay nothing.

3,295
383

2WKHULQFRPH

)LQDQFHLQFRPH

£000

6,612

7RWDOLQFRPH

7KH,)56})RXQGDWLRQ&RQVWLWXWLRQVSHFLƄHVWKDW
IASB shall comprise a group of people representing
the best available combination of technical expertise
and diversity of international business and market
experience, including auditors, preparers, users,
DFDGHPLFVDQGPDUNHWDQGRUƄQDQFLDOUHJXODWRUV

3

841
8,664

7KHFRQWULEXWLRQVFDQEHDQDO\VHGDVIROORZV
£000
,QWHUQDWLRQDODXGLWƂUPV

8,707

Europe

8,312

$VLDt2FHDQLD

6,732

/DWLQ$PHULFD

229

1RUWK$PHULFD

1,237

0LGGOH(DVWDQG$IULFD
Others
2IIVHWDJDLQVW
Subtotal
&RVWV 7RN\RRIƂFH
Net total

152
32
25,401
-317
25,084

The trustees have developed a formula for calculating
FRQWULEXWLRQV IURP ,)56XVLQJ MXULVGLFWLRQV WKDW LV
EDVHGRQHFRQRPLFVL]HDQGVWRFNH[FKDQJHDFWLYLW\
+RZHYHU QRW DOO MXULVGLFWLRQV IXOO\ LPSOHPHQW WKLV
method.

6RXUFH,)56})RXQGDWLRQ$QQXDO5HSRUW)LQDQFLDO
5HSRUWLQJIRUWKH:RUOG(FRQRP\SS}t

)RUH[DPSOHZLWKLQWKH(XURSHDQ8QLRQWKHIRUPXOD
LV XVHG LQ FRXQWULHV VXFK DV )UDQFH DQG WKH 8QLWHG
.LQJGRPRI*UHDW%ULWDLQDQG1RUWKHUQ,UHODQGZKHUH
levies have been set for listed companies. However,
not all European Union Member States contribute.
7KH (XURSHDQ &RPPLVVLRQ LWVHOI LV QRZ D VLJQLƄFDQW
contributor, paying £4.1 million in 2017. However,
LW FRQWULEXWHG QRWKLQJ DW DOO XQWLO DIWHU WKH ƄQDQFLDO
crisis of 2007 and 2008. The fact that the European
Commission pays contributions is used as an argument
by some European Union Member States, such as
$XVWULD'HQPDUN*UHHFH/X[HPERXUJDQG6ZHGHQ
WRMXVWLI\QRWPDNLQJDQ\QDWLRQDOFRQWULEXWLRQV

7KH ,)56} ,QWHUSUHWDWLRQV &RPPLWWHH ZDV VHW XS WR
UHVSRQG WR TXHULHV UHJDUGLQJ SRWHQWLDOO\ FRQƅLFWLQJ
VWDQGDUGV DQG WR UHTXHVWV IRU FODULƄFDWLRQ ,W
was established by the International Accounting
Standards Committee and increasingly plays a role
in implementation. The Interpretations Committee is
made up of experienced practitioners and is currently
FKDLUHGE\WKH9LFH&KDLURI,$6%

International Financial Reporting Standards
Interpretations Committee

Where a request for an interpretation is submitted to
the Interpretations Committee and, after analysing
WKH WRSLF WKH &RPPLWWHH GHFLGHV WKDW FODULƄFDWLRQ LV
required, an interpretation is issued, which goes to
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IASB for endorsement and has the same authority as
DQ,)56

•

7KH$IULFD*URXSZKLFKLQFOXGHVWKHUHFHQWO\
IRUPHG3DQ$IULFDQ)HGHUDWLRQRI$FFRXQWDQWV

Interpretations are generally rolled into the substantive
standard should the standard be reopened for any
reason. The Interpretations Committee reviews
proposals submitted to it for inclusion on its agenda.
Most proposals are turned down, but the refusal is
accompanied by an explanation, and these “agenda
decisions” are, in themselves, potentially useful
VRXUFHVRIFODULƄFDWLRQHYHQLIWKH\GRQRWFRQVWLWXWH
authoritative literature.

•

7KH (XURSHDQ )LQDQFLDO 5HSRUWLQJ $GYLVRU\
*URXSZKLFKZDVVHWXSLQE\DQXPEHU
RI (XURSHDQ RUJDQL]DWLRQV ZLWK DQ LQWHUHVW
in accounting and which is the European
&RPPLVVLRQpV DGYLVHU RQ ,)56 7KH *URXS
OLDLVHVZLWKQDWLRQDOVWDQGDUGVHWWHUV ZKRDOVR
KROG KDOI WKH VHDWV RQ LWV %RDUG  WR UHSUHVHQW
Europe in the IASB standard-setting process
and advises the European Commission on the
HQGRUVHPHQW RI QHZ ,)56 ,W WKHUHIRUH SOD\V
a more extensive role in the formal adoption
process than the other regional groups. In
addition to supporting national standard setters,
WKH*URXSKDVDVL]HDEOHWHFKQLFDOVWDII

International Financial Reporting Standards
Advisory Council
The other body carried forward from the International
$FFRXQWLQJ6WDQGDUGV&RPPLWWHHLVWKH,)56}$GYLVRU\
Council. The Council has about 50 members
representing a diverse range of stakeholders. It meets
WZLFH D \HDU IRU WZR GD\V LQ /RQGRQ DQG FXUUHQWO\
focuses on strategic issues, although members are
SURYLGHGZLWKDWHFKQLFDOEULHƄQJ

International Financial Reporting Standards
Accounting Standards Advisory Forum
/LDLVRQ RQ WHFKQLFDO PDWWHUV PRUH VSHFLƄFDOO\ ZLWK
national standard setters, is carried out within the
$FFRXQWLQJ 6WDQGDUGV $GYLVRU\ )RUXP FUHDWHG LQ
2013. This advisory group emerged to replace the
,$6%t)LQDQFLDO $FFRXQWLQJ 6WDQGDUGV %RDUG )$6% 
convergence process and meets four times a year.
7KH )RUXP LV D VSDFH ZLWKLQ ZKLFK VWDQGDUG VHWWHUV
can bring matters to the attention of IASB, which can
get feedback on its ongoing work.

7KH)RUXPFXUUHQWO\KDVWZHOYHPHPEHUVGUDZQIURP
the following geographical regions:
•

Africa – one member

•

7KH$PHULFDV 1RUWKDQG6RXWK tWKUHH
members

•

$VLDt2FHDQLDtWKUHHPHPEHUV

•

(XURSH LQFOXGLQJQRQ(XURSHDQ8QLRQ t
three members

•

7KHZRUOGDWODUJHVXEMHFWWRUHTXLUHPHQWV
regarding the maintenance of overall
geographical balance – two members

The current members are:
Africa:
•

3DQ$IULFDQ)HGHUDWLRQRI$FFRXQWDQWV

Asia–Oceania
Currently, the four following regional groups
representing national standard setters have seats in
WKH)RUXP
•

•

7KH $VLDQ2FHDQLDQ 6WDQGDUG6HWWHUV *URXS
representing standard setters from 26
economies, including Australia, China, Dubai,
Iraq, Japan and the Syrian Arab Republic. The
*URXSpV VHFUHWDULDW LV EDVHG LQ 7RN\R ZKHUH
WKH,)56})RXQGDWLRQKDVLWVRQO\RIƄFHRXWVLGH
LWV/RQGRQKHDGTXDUWHUV
7KH $PHULFDV *URXS ZKLFK LQFOXGHV WKH
*URXS RI /DWLQ $PHULFDQ 6WDQGDUG 6HWWHUV D
ERG\VHWXSLQWKDWEULQJVWRJHWKHUƄIWHHQ
PHPEHUVLQFOXGLQJ$UJHQWLQDDQG%UD]LO

•

$VLDQ2FHDQLDQ6WDQGDUG6HWWHUV*URXS

•

Accounting Standards Board of Japan

•

Accounting Regulatory Department, Ministry
RI)LQDQFH&KLQD

•

Korea Accounting Standards Board

Europe (including one at large)
•

(XURSHDQ)LQDQFLDO5HSRUWLQJ$GYLVRU\*URXS

•

$XWRULWÆGHVQRUPHVFRPSWDEOHV)UDQFH

•

)LQDQFLDO5HSRUWLQJ&RXQFLO8QLWHG.LQJGRP
RI*UHDW%ULWDLQDQG1RUWKHUQ,UHODQG

•

2UJDQLVPR,WDOLDQRGL&RQWDELOLW½,WDO\
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Americas
•

*URXSRI/DWLQ$PHULFDQ6WDQGDUG6HWWHUV

•

Canadian Accounting Standards Board

•

)LQDQFLDO$FFRXQWLQJ6WDQGDUGV%RDUG8QLWHG
States of America8

International Financial Reporting Standards
Emerging Economies Group
7KH (PHUJLQJ (FRQRPLHV *URXS LV PDGH XS RI 
PHPEHUV DOO RI ZKRP EHORQJ WR WKH *URXS RI 
ZLWK WKH H[FHSWLRQ RI 0DOD\VLD 7KH )RXQGDWLRQpV
implementation staff work with the Emerging
(FRQRPLHV *URXS RQ WHFKQLFDO LVVXHV DQG WKH
*URXSpV VHFUHWDULDW LV EDVHG LQ %HLMLQJ 7KH
)RXQGDWLRQDOVRUHFHQWO\VHWXSWKH,VODPLF)LQDQFH
&RQVXOWDWLYH*URXSZKLFKKDVDURXQGPHPEHUV
including standard setters and other stakeholders
ZLWKDQLQWHUHVWLQDSSO\LQJ,)56}LQDQ,VODPLFƄQDQFH
context.

Other advisory groups
7KH )RXQGDWLRQpV OLVW RI VWDQGLQJ DGYLVRU\ JURXSV
consists of the Capital Markets Advisory Committee,
PDGH XS RI ƄQDQFLDO DQDO\VWV WKH *OREDO 3UHSDUHUV
)RUXPFRPSULVHGRISUHSDUHUVRIƄQDQFLDOVWDWHPHQWV
WKH ,)56} 7D[RQRP\ $GYLVRU\ *URXS DQG WKH 60(
,PSOHPHQWDWLRQ*URXS
7KH )RXQGDWLRQ KDV DOVR VHW XS VHYHUDO JURXSV
to both advise on individual standard-setting
SURMHFWV DQG DGGUHVV LPSOHPHQWDWLRQ LVVXHV
LQFOXGLQJ WKH ,)56} 7UDQVLWLRQ 5HVRXUFH *URXSV
IRU ,PSDLUPHQW RI )LQDQFLDO ,QVWUXPHQWV ,)56} 
Revenue from Contracts with Customers; and
,)56}  ,QVXUDQFH &RQWUDFWV ,Q DGGLWLRQ WKH
0DQDJHPHQW&RPPHQWDU\&RQVXOWDWLYH*URXSDQG
WKH &RQVXOWDWLYH *URXS IRU 5DWH 5HJXODWLRQ ZHUH
created to provide feedback regarding ongoing
,$6%SURMHFWV
(YHU\\HDUWKH)RXQGDWLRQKROGVWKH:RUOG6WDQGDUG
setters Conference. This event, which usually takes
SODFHLQ6HSWHPEHURU2FWREHULQ/RQGRQSURYLGHV
national standard setters with an opportunity to hear
technical presentations and to comment on the
)RXQGDWLRQpVZRUN
8

 ,)56} )RXQGDWLRQ $FFRXQWLQJ 6WDQGDUGV $GYLVRU\ )RUXP
available at https://www.ifrs.org/groups/accounting-standDUGVDGYLVRU\IRUXPPHPEHUV DFFHVVHG}-DQXDU\ 
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B. IMPLEMENTATION AND
ENFORCEMENT
Regulatory and enforcement authorities, such as
the European Securities and Markets Authority,
occasionally publish information about priority areas
for regulatory review prior to the implementation
of a standard.9 $XGLW ƄUPV DGYLVH SUHSDUHUV RQ WKH
implementation of standards. In order to deal with
SUDFWLFDO LPSOHPHQWDWLRQ FKDOOHQJHV WKH )RXQGDWLRQ
has appointed a Director of Implementation and
Adoption Activities and has been working to increase
interaction with national standard setters.

International Financial Reporting Standards
Foundation initiatives
The Director of Implementation and Adoption Activities
is supported by other senior staff members and is
responsible, among other things, for liaising with
national standard setters. Implementation support
is available both at the time of publication of new
standards and following their implementation. When
D VWDQGDUG LV SXEOLVKHG WKH )RXQGDWLRQ UHOHDVHV D
summary and a market impact analysis thereof.
IASB conducts outreach activities both during the
standard-setting process and immediately upon
ƄQDOL]DWLRQ RI VWDQGDUGV E\ WKH :RUOG 6WDQGDUG
setters Conference and the various regional groups
of standard setters referred to above. Practitioners
can contact the various transition resource groups
concerning any issues that they may have encountered
ZKHQ SUHSDULQJ IRU WUDQVLWLRQ UHJDUGLQJ WKH PDMRU
standards. Webinars are produced for dissemination
WKURXJKWKH)RXQGDWLRQpVZHEVLWH
7KH,)56},QWHUSUHWDWLRQV&RPPLWWHHDQGWKHWHFKQLFDO
implementation team are also on hand to deal with
any queries concerning post-implementation issues.

National standard setters
$V D SDUW RI LWV RXWUHDFK ZRUN WKH )RXQGDWLRQ
produces material targeting national standard setters,
who are, in turn, encouraged to conduct outreach with
9

 )RU H[DPSOH (XURSHDQ 6HFXULWLHV DQG 0DUNHWV $XWKRULW\
2016, Public statement. Issues for consideration in implePHQWLQJ ,)56}  )LQDQFLDO ,QVWUXPHQWV (60$ 
10 November. Available at https://www.esma.europa.eu/
V\VWHPƄOHVBIRUFHOLEUDU\BSXEOLFBVWDWHPHQWLVsues_on_implementation_of_ifrs_9.pdf.
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WKHLURZQFRQVWLWXHQWV)RUVXFKVWDQGDUGVHWWHUVWKH
implementation process may include dealing with the
WUDQVODWLRQRI,)56}LQWRWKHQDWLRQDOODQJXDJHDQGWKHLU
VXEVHTXHQWDGRSWLRQDQGLQFOXVLRQLQWKHMXULVGLFWLRQpV
legal framework.10 National standard setters may, as
in the case of the Republic of Korea, conduct public
meetings, invite comment and encourage companies
and auditors to engage with new standards. They may
also have set up their own transition groups to help
companies and to address national issues.

International audit firms
,QWHUQDWLRQDO DXGLW ƄUPV DUH DQ LPSRUWDQW OLQN LQ WKH
ƄQDQFLDOUHSRUWLQJVXSSO\FKDLQDQGSOD\DVLJQLƄFDQW
UROH LQ LPSOHPHQWDWLRQ 6XFK ƄUPV W\SLFDOO\ NHHS
preparers informed of international standard-setting
developments through newsletters and provide advice
to clients regarding impact assessment for standards.
$XGLWƄUPVW\SLFDOO\SXEOLVKJXLGDQFHRQQHZVWDQGDUGV
and produce extensive handbooks on implementing
,)56 7KHVH q*$$3 JXLGHVr DUH IUHTXHQWO\ XSGDWHG
DQG DUH GHYHORSHG IURP HDFK ƄUPpV LQWHUQDO PDQXDO
They provide advice on implementing standards and
take into account established practice, guidance and
Interpretations Committee agenda decisions.
7KURXJK WKLV SURFHVV DXGLW ƄUPV DLP WR DFKLHYH
WKH FRQVLVWHQW DSSOLFDWLRQ RI ,)56} DFURVV WKH ZRUOG
Consequently, they would certainly be uncomfortable
if clients in different parts of the world were given
FRQWUDVWLQJ DXGLW GHFLVLRQV E\ PHPEHU ƄUPV RI WKH
same network from different countries.

Enforcers
,QUHFHQW\HDUVWKH,QWHUJRYHUQPHQWDO:RUNLQJ*URXS
of Experts on International Standards of Accounting
DQG5HSRUWLQJ ,6$5 KDVFDUULHGRXWDFRQVLGHUDEOH
DPRXQWRIZRUNLQWKHƄHOGRIHQIRUFHPHQW7KH*URXS
has published guidance on monitoring of compliance
and enforcement.11 That guidance addresses the issue
of the requirements for a monitoring, compliance and
enforcement system and sets out a corresponding
conceptual framework containing the following
elements:

11

UNCTAD, 2017a, Monitoring of Compliance and Enforcement for High-quality Corporate Reporting.

.H\GHƄQLWLRQV

•

'HƄQHGREMHFWLYHDQGVFRSH

•

Key principles on which system is based

•

Core activities and methodologies

•

Availability of competent staff

•

Reliable funding

•

Monitoring and impact assessment
mechanisms

In its 2014 annual review,12 ISAR published case
studies on compliance monitoring and enforcement
from Australia, Belgium and Canada.
The Australian Securities and Investments Commission
is in charge of monitoring and enforcement. It is
responsible for around 2,000 companies, the 500
largest of which are, on average, reviewed every three
years, and the smaller of which are reviewed at least
HYHU\ WZHOYH \HDUV $XVWUDOLD XVHV ,)56 ZKLFK DUH
reissued as national standards.
As a result of European Union membership, the
VWUXFWXUHVRI%HOJLXPDUHLQƅXHQFHGE\WKHFRPPRQ
requirements for stock exchange monitoring and
enforcement established by the European Commission.
7KHVH UHTXLUHPHQWV ZHUH ODVW UHRUJDQL]HG LQ 
ZKHQ WKH )LQDQFLDO 6HUYLFHV DQG 0DUNHWV $XWKRULW\
was created.
Canada is a federation of 13 provinces, each of which
has its own securities regulator, the largest of which
EHLQJWKH2QWDULR6HFXULWLHV&RPPLVVLRQZKLFKKDV
oversight of the Toronto Stock Exchange. Although
WKH UHJXODWRUVp DFWLYLWLHV DUH FRRUGLQDWHG E\ WKH
Canadian Securities Administrators, there are slight
differences from one province to another. However,
ƄQDQFLDO UHSRUWLQJ UXOHV DUH FHQWUDOL]HG WKURXJK WKH
Canadian Accounting Standards Board. The country
XVHV,)56}EXWDQXPEHURI&DQDGLDQFRPSDQLHVDOVR
have a listing in the United States of America.
ISAR included enforcement cases studies from
*HUPDQ\DQGWKH8QLWHG.LQJGRPRI*UHDW%ULWDLQDQG
Northern Ireland in its 2015 annual review.13 In both
cases, enforcement of reporting by listed companies
12

UNCTAD, 2016a, International Accounting and Reporting
,VVXHV5HYLHZ 8QLWHG1DWLRQVSXEOLFDWLRQV81&7$'',$((' 1HZ <RUN DQG *HQHYD  SS} t
60.

13

UNCTAD, 2016b, International Accounting and Reporting
,VVXHV5HYLHZ 8QLWHG1DWLRQVSXEOLFDWLRQV81&7$'',$(('1HZ<RUNDQG*HQHYD SS}t
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 )RU H[DPSOH .RUHDQ $FFRXQWLQJ ,QVWLWXWH  ,)56} 
LPSOHPHQWDWLRQ t .RUHDQ H[SHULHQFH } 0D\ DYDLODEOH DW
https://www.ifrs.org/-/media/feature/meetings/2018/may/
eeg/ap8c-ifrs-9-implementation-experience-in-korea.pdf.
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is carried out under the supervision of the European
Securities and Markets Authority. Both national
systems monitor compliance based on a sample
of the total population of companies. Typically, this
approach is based on a mixture of factors, including
sectors of the economy felt to be particularly exposed
DQGDUHDVZKHUHƄQDQFLDOUHSRUWLQJUHTXLUHPHQWVKDYH
recently been changed. The market is divided up
into different strata and checks are carried out on all
FRPSDQLHVIURPWLPHWRWLPH*HQHUDOO\WKHODUJHUDQG
PRUHHFRQRPLFDOO\VLJQLƄFDQWWKHFRPSDQ\WKHPRUH
frequently it will be checked.
Monitoring and compliance work in the European Union
is carried out by the institutions of individual Member
States, under the supervision of the European Securities
and Markets Authority. The Authority conducts regular
coordination sessions with Member State regulators
and publishes an updated synopsis of enforcement
GHFLVLRQV 6XFK GHFLVLRQV ZKLFK DUH DQRQ\PL]HG
are intended to provide feedback to the markets.
The Authority also publishes an annual report
containing analysis of enforcement decisions made by
national regulators.

ever been of accounting for insurance contracts, as
ZHOO DV PDMRU UHƄQHPHQWV WR DFFRXQWLQJ UHJDUGLQJ
ƄQDQFLDO LQVWUXPHQWV DQG OHDVHV DQG WKH UHFRJQLWLRQ
and measurement of revenue.
7KH VLJQLƄFDQFH RI WKH FXUUHQW LPSOHPHQWDWLRQ
programme is such that, in late 2016, the International
2UJDQL]DWLRQ RI 6HFXULWLHV &RPPLVVLRQV LVVXHG
a statement15 LQ ZKLFK LW HPSKDVL]HG WKDW HDUO\
assessment of the impact of a new standard on a
FRPSDQ\pV ƄQDQFLDO VWDWHPHQWV LV GHVLUDEOH DQG WKDW
GLVFORVXUHRIH[SHFWHGLPSDFWLVPDQGDWHGE\,$6}t
Accounting Policies, Changes in Accounting Estimates
DQG (UURUV ,Q WKH VWDWHPHQW WKH 2UJDQL]DWLRQ
suggests that listed companies should provide
qualitative disclosures as early as possible, followed by
quantitative disclosures once the issuer has advanced
further regarding the implementation assessment.
7KH2UJDQL]DWLRQDGYLVHVWKDWLPSOHPHQWDWLRQVKRXOG
include:
D  Identifying system, process and any associated
internal control changes needed to produce
information required under the new standards,
including the related disclosure, and developing
system-implementation plans with appropriate
accountability mechanisms;

ISAR included a further enforcement case study in its
2016 annual review.14 The case concerned Singapore,
ZKHUHRYHUVLJKWRIƄQDQFLDOUHSRUWLQJUHVLGHVZLWKWKH
$FFRXQWLQJ DQG &RUSRUDWH 5HJXODWRU\ $XWKRULW\ )RU
the last few years, the Authority has been running its
)LQDQFLDO5HSRUWLQJ6XUYHLOODQFH3URJUDPPHZKLFKLV
designed to monitor compliance and encourage better
reporting. When selecting companies for monitoring,
the Authority uses a risk-based system that takes
into account the following factors: public interest risks
EDVHGRQVL]HQXPEHURIHPSOR\HHVHWFRSHUDWLRQV
ZKHUH DFFRXQWLQJ UHTXLUHV VLJQLƄFDQW MXGJPHQWV
industries particularly affected by new accounting
standards; and companies that have undergone a
FKDQJH LQ VWDWXV RU FRPSRVLWLRQ RU ZLWK D PRGLƄHG
audit report.

E  Determining the impact on compliance with
ƄQDQFLDO FRQGLWLRQ UHTXLUHPHQWV IRU H[DPSOH
loan covenants and regulatory capital
UHTXLUHPHQWV  IXWXUH WD[ OLDELOLWLHV WKH DELOLW\
to pay dividends and employee incentive
schemes;
F  &RQVLGHULQJ ZKHWKHU VLJQLƄFDQW DFFRXQWLQJ
MXGJPHQWVDQGHVWLPDWHVDULVLQJIURPWKHQHZ
standards are being developed and captured
VXIƄFLHQWO\ GXULQJ WKH LPSOHPHQWDWLRQ SKDVH
as these may be required disclosures in the
ƄQDQFLDO VWDWHPHQWV RQFH WKH VWDQGDUGV DUH
adopted;

C. CURRENT AND UPCOMING
IMPLEMENTATION ISSUES
7KH EDWFK RI ,)56} FXUUHQWO\ EHLQJ LPSOHPHQWHG
represents an important change for virtually all
companies. It includes the widest reform there has

G  Taking into consideration not only the new
standards issued by IASB but also additional
relevant resources, as provided by IASB.
7KH2UJDQL]DWLRQDOVRQRWHVWKDWFKDQJHVLQDFFRXQWLQJ
policies are likely to affect the audit process and that
15

14

UNCTAD, 2017b, International Accounting and Reporting IsVXHV  5HYLHZ 8QLWHG 1DWLRQV SXEOLFDWLRQV 81&7$'
',$(('1HZ<RUNDQG*HQHYD SS}t

7

 7KH %RDUG RI WKH ,QWHUQDWLRQDO 2UJDQL]DWLRQ RI 6HFXULWLHV
Commission, 2016, Statement on implementation of new
DFFRXQWLQJVWDQGDUGV)LQDOUHSRUW'HFHPEHU$YDLODEOHDW
KWWSVZZZLRVFRRUJOLEUDU\SXEGRFVSGI,26&23'
pdf.
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auditors should review their procedures in the light of
system changes.
In order to ensure a better understanding of the main
issues involved in the adoption of the recently adopted
,)56DVKRUWGHVFULSWLRQRIHDFKRIWKRVHVWDQGDUGV
is provided below.

1. Financial instruments
7KH VXEMHFW RI DFFRXQWLQJ IRU ƄQDQFLDO LQVWUXPHQWV
has been one of the most controversial to arise in the
ODVW WKLUW\ \HDUV RI VWDQGDUG VHWWLQJ ,)56}  t )LQDQFLDO
,QVWUXPHQWV UHSODFHV ,$6  t )LQDQFLDO ,QVWUXPHQWV
Recognition and Measurement, which, despite
considerable resistance on the part of many members
RI WKH ƄQDQFLDO UHSRUWLQJ ZRUOG LQWURGXFHG IDLUYDOXH
PHDVXUHPHQWIRUPDQ\ƄQDQFLDOLQVWUXPHQWV16 In 2005,
)$6% DQG ,$6% DJUHHG WR JLYH FRQVWLWXHQWV WLPH WR
become accustomed to working with fair value before
EHJLQQLQJ ZRUN WR DGGUHVV DSSOLFDWLRQ GLIƄFXOWLHV DQG
eventually converging their approaches. This approach
was, however, overtaken by events in the form of the
ƄQDQFLDOFULVLV7KHWZR%RDUGVLQLWLDOO\ZLVKHGWRZRUN
together to provide a new converged standard. However,
while both standard setters ensured that they remained
DEUHDVW RI HDFK RWKHUpV ZRUN WKHLU DSSURDFKHV GLIIHU
particularly regarding allowance for losses on loans.
,)56}LVWKHUHVSRQVHRI,$6%WRWKHƄQDQFLDOFULVLVDQG
to the need to replace IAS 39 with a more operationally
workable standard. To further complicate matters,
,)56}  KDV EHHQ LVVXHG LQ VWDJHV WKH FODVVLƄFDWLRQ
DQGPHDVXUHPHQWSDUWZDVƄQDOL]HGLQZKLOHWKH
standard was completed only in 2015 and even then
without addressing macrohedging issues for which
IAS 39 remains in force. The phased publication was
partly a response to pressure from the European Union
in 2008 for quick action, and partly a decision that,
as different aspects were completed, it was better to
make the improved reporting available to constituents.
(DUO\ RQ LQ WKH ƄQDQFLDO FULVLV D QXPEHU RI EDQNV
argued that using fair value as the measurement
EDVLVIRUƄQDQFLDOLQVWUXPHQWVLQDIDOOLQJPDUNHWKDG
a catastrophic multiplier effect. The argument was
that, as the market fell, so did balance sheet values,
FDXVLQJ EDQNV WR VHOO DVVHWV WR DGMXVW WKHLU OLTXLGLW\
ratios. The sale of assets caused the market to fall
16

 &DLUQV'7KHXVHRIIDLUYDOXHLQ,)56LQ:DOWRQ 3
ed., 7KH5RXWOHGJH&RPSDQLRQWR)DLU9DOXHDQG)LQDQFLDO
Reporting Routledge, Abingdon: 9–23.

further and triggered more reductions in balance sheet
values, in a vicious circle. IAS 39 does not allow for
WKHUHFODVVLƄFDWLRQRIDVVHWVDQGWKH(XURSHDQ8QLRQ
demanded that IASB amend it to allow European
EDQNVWRUHFODVVLI\VRPHDVVHWVWRDPRUWL]HGFRVW17
Subsequent analysis has,18 however, shown that
IDLU YDOXH DFFRXQWLQJ SOD\HG OLWWOH UROH LQ WKH ƄQDQFLDO
crisis, but that the fact that IAS 39 did not allow credit
ORVVHVWREHUHFRJQL]HGXQWLOWKH\KDGEHHQLQFXUUHG
posed a serious problem. Consequently, banks
were not signalling in advance that there had been a
deterioration in the quality of their loan portfolios. Their
SURƄWDQGORVVDFFRXQWVZRXOGƄQDOO\EHKLWE\ODUJH
write-offs when the losses actually occurred.
7KH )LQDQFLDO 6WDELOLW\ %RDUG KDV QRWHG WKDW qFUHGLW
ORVVHVDUHDNH\FRPSRQHQWRIDEDQNpVSHUIRUPDQFH
DQGƄQDQFLDOSRVLWLRQr19,)56}EULQJVDQHZDSSURDFK
to impairment that is based on expected, rather than
LQFXUUHGFUHGLWORVVHV2QHEHQHƄWLQWKLVUHJDUGVKRXOG
be the systematic re-evaluation by banks of the credit
worthiness of their loan portfolios and the transmission
of that information to regulators and investors, who
will have to reconsider how to draw conclusions from
the new data. The Bank for International Settlements
GHVFULEHG,)56}DVWKHPRVWLPSRUWDQWFKDQJHLQWKH
KLVWRU\RIƄQDQFLDOUHSRUWLQJE\EDQNV
It should also be noted that IAS 39 used an incurred
loss approach as an anti-abuse device to prevent
preparers from gaming their provisions. Returning to
expected loss will mean that there is a high degree of
HVWLPDWLRQLQWKHƄJXUHVUHVXOWLQJLQPRUHXQFHUWDLQW\
and that auditors and enforcers will be faced with
assessing the accuracy of these estimates.
,)56}  LQWURGXFHV D VLPSOLƄHG DSSURDFK WR WKH
FODVVLƄFDWLRQDQGPHDVXUHPHQWRIƄQDQFLDOLQVWUXPHQWV
,QVWUXPHQWVPD\EHKHOGDWDPRUWL]HGFRVWRQO\LIWKH\
DUHGHEWLQVWUXPHQWVDQGWKHFDVKƅRZVUHFHLYHGDUH
principal and interest only. The standard also introduces
17

 $QGUÆ3&D]DYDQ-HQ\$'LFN:5LFKDUG&DQG:DOWRQ3
)DLUYDOXHDFFRXQWLQJDQGWKHEDQNLQJFULVLVLQ
Shooting the messenger, Accounting in Europe  t

18

 )RUH[DPSOH%DUWK0DQG/DQGVPDQ:+RZGLGƄQDQFLDOUHSRUWLQJFRQWULEXWHWRWKHƄQDQFLDOFULVLV"European
$FFRXQWLQJ5HYLHZ  t

19

Bank for International Settlements, 2015, Impact of expected credit loss approaches on bank risk disclosures. Report
RI WKH HQKDQFHG GLVFORVXUH WDVN IRUFH  1RYHPEHU S} 
Available at http://www.fsb.org/wp-content/uploads/Impactof-expected-credit-loss-approaches-on-bank-risk-disclosures.pdf.
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VLPSOLƄHG KHGJLQJ UXOHV ZKLFK DUH PRUH RSHUDWLRQDO
than IAS 39 and can be used more easily used for
KHGJLQJQRQƄQDQFLDOFRQWUDFWV
The standard addresses an application issue in
relation to changes in own credit risk. IAS 39 required
FRPSDQLHV WR DGMXVW WKH FDUU\LQJ YDOXH RI WKHLU RZQ
debt following market changes in its credit risk when
companies elect the fair value option to measure their
own debt. This has a counter-intuitive effect in that, if a
FRPSDQ\pVFUHGLWZRUWKLQHVVGHWHULRUDWHVLWUHJLVWHUV
DJDLQLQSURƄWRUORVVFDXVHGE\UHGXFLQJWKHFDUU\LQJ
YDOXH RI LWV GHEW ,)56}  UHFRJQL]HV WKLV SUREOHP E\
UHTXLULQJWKDWWKHJDLQRUORVVEHUHFRJQL]HGLQRWKHU
comprehensive income.202ZQFUHGLWORVVPXVWVWLOOEH
measured.

Expected credit loss allowance
This is arguably the area where the most radical
change has taken place. IASB experimented with
a number of quite complex models, with the idea
of replicating credit management. These models
accept that, in principle, some proportion of a cohort
of similar loans is likely to default, and that this is
compensated through the interest charged to that
cohort. Schemes were trialled under which a certain
amount of the interest was credited to a sort of sinking
IXQGIRULPSDLUPHQW,QWKHHQGKDYLQJƄHOGWHVWHGWKH
approaches, the banking community concluded that
WKH\ZHUHWRRFRPSOH[DQGWKH,)56}qWKUHHEXFNHWr
WKUHHVWDJH DSSURDFKZDVFUHDWHG
During stage 1, the preparer measures the credit loss
on the cohort of loans that is expected to occur in the
next twelve months. A loan moves to stage 2 when a
VLJQLƄFDQWLQFUHDVHLQFUHGLWULVNLVGHWHUPLQHGWRKDYH
taken place for the whole cohort. An indicator of this is
the presence of loans that are more than 30 days past
due. This leads to recognition of an expected lifetime
loss, discounted for the time value of money. Stage 3
is reached when an individual loan is deemed to be
credit impaired. There are, of course, more detailed

UXOHV FRQFHUQLQJ VSHFLƄF W\SHV RI LQVWUXPHQWV VXFK
as those that are bought as credit impaired.
The approach involves looking forward to expected
ORVVHVDQGWKLVLVOLNHO\WREHWKHPRVWGLIƄFXOWDUHDIRU
implementation purposes. Questions raised during the
drafting of the standard included: “What information
GRHVWKHEDQNXVH"rDQGq+RZIDUDKHDGGRHVLWORRN"r
The standard requires banks to use “reasonable and
supportable” information. This may be information
VSHFLƄFWRWKHERUURZHUVXFKDVGLPLQLVKLQJƄQDQFLDO
performance, or it may be macroeconomic factors. A
bank can use its own internal data, such as statistical
trends, or external data. Historical data can be used
as long as it has been corrected for any changes in
circumstances.
This is an area that is challenging for banks, their
auditors and regulatory and enforcement authorities.
Nonetheless, banks will need to document their decisionmaking and the data on which it is based, as well as
make disclosures. It should be remembered that what
IRUPHU6(&&KDLU$UWKXU/HYLWWGHVFULEHGDVqFRRNLHMDU
reserves” were abused in the past in order to manage
UHSRUWHG SURƄW21 At the May 2018 meeting of the
(PHUJLQJ (FRQRPLHV *URXS RQH PHPEHU XQGHUOLQHG
the importance of banks agreeing their credit loss model
ZLWKWKHEDQNLQJUHJXODWRULQWKHLUMXULVGLFWLRQ22

Classification and measurement
,)56}DFNQRZOHGJHVWKHFRPSOH[LW\RILWVSUHGHFHVVRU
DQGRIIHUVDVLPSOLƄHGDSSURDFKWRFODVVLƄFDWLRQDQG
measurement. It provides for three types of assets
RUEXFNHWVDVWKH\KDYHEHHQGHVFULEHG HDFKZLWK
a different measurement basis. The categories are
GHWHUPLQHG ZLWK UHIHUHQFH WR WKH HQWLW\pV REVHUYDEOH
business model:
•

,I WKH EXVLQHVV PRGHO LV WR KROG WKH ƄQDQFLDO
asset to maturity and collect solely interest and
SULQFLSDOWKHQLWLVPHDVXUHGDWDPRUWL]HGFRVW
There are, of course, rules to address complex
instruments and determine whether the proceeds
can be deemed to be interest and principal.

•

7KH VHFRQG FDWHJRU\ LV IRU ƄQDQFLDO DVVHWV
under a business model that may be held to

20

 2WKHU FRPSUHKHQVLYH LQFRPH LV DQ LQFRPH FDWHJRU\ IRXQG
RQO\LQ86*$$3DQG,)56+LVWRULFDOO\FHUWDLQDGMXVWPHQWV
WREDODQFHVKHHWYDOXHVIRUH[DPSOH ZHUHSHUPLWWHGWREH
UHSRUWHGGLUHFWO\LQHTXLW\7KH)LQDQFLDO$FFRXQWLQJ6WDQGDUGV %RDUG )$6%  DQG ,$6% FUHDWHG D QHZ VHFWLRQ RI WKH
statement of comprehensive income, in which all such adMXVWPHQWV WKDW KDG QRW SDVVHG WKURXJK WKH SURƄW RU ORVV
DFFRXQW VKRXOG EH UHFRJQL]HG ,Q  ,$6% LQWURGXFHG
other comprehensive income as an amendment to InternaWLRQDO$FFRXQWLQJ6WDQGDUG ,$6 t3UHVHQWDWLRQLQ)LQDQFLDO
Statements.

9

21

 /HYLWW$DQG'Z\HU37DNHRQWKH6WUHHW+RZWR)LJKW
for your Financial Future9LQWDJH%RRNVSS}

22

 ,)56})RXQGDWLRQD5HSRUWRIWKH(PHUJLQJ(FRQRPLHV
*URXSPHHWLQJ0D\ 8SGDWHG2FWREHU DYDLOable at https://www.ifrs.org/-/media/feature/groups/eeg/
eeg-report-may-2018.pdf.
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maturity but may also be sold. This approach
accepts that banks typically rebalance their
portfolios on a day-to-day basis and therefore
requires them to identify that part of their
holdings that may be used for this purpose as
distinct to “permanent” holdings. Assets in this
category are held at fair value in the balance
sheet, which changes in fair value reported in
other comprehensive income.23 There is a fair
value option for this category, for use in the
case of accounting mismatches.
•

7KH WKLUG FDWHJRU\ LV IRU ƄQDQFLDO DVVHWV WKDW
are not held in either of the two business
PRGHOVQRWHGDERYH6XFKƄQDQFLDODVVHWVDUH
PHDVXUHG DW IDLU YDOXH WKURXJK SURƄW RU ORVV
However, an exception is allowed when equity
instruments are not held for trading. In this
case, they will still be measured at fair value but
through other comprehensive income instead
RI SURƄW RU ORVV ,Q VXFK D FDVH GLYLGHQGV
UHFHLYHGJRWRSURƄWRUORVV

:LWKUHVSHFWWRƄQDQFLDOOLDELOLWLHV,$6%LQGLFDWHGWKDW
constituents had not asked for any change to the
requirements in IAS 39, which are largely maintained
LQ ,)56}  2QH VLJQLƄFDQW GLIIHUHQFH LV WKDW WKHUH LV
no longer a requirement to unbundle embedded
derivatives.

Hedging
The approach to hedging in IAS 39 was frequently
FULWLFL]HG DV EHLQJ UXOHVEDVHG DQG RYHUO\ FRPSOH[
7KH VWDQGDUG ZDV GLIƄFXOW WR DSSO\ LQ WKH FDVH RI
hedging components of risk, and there were strict
rules on “effectiveness” that might cause hedge
accounting to be disallowed from period to period as
WKHPDUNHWVPRYHG7KHQHZVWDQGDUGKDVVLPSOLƄHG
the rules to address hedging components of risk
IRU H[DPSOH KHGJLQJ ZLWK FUXGH RLO IXWXUHV DJDLQVW
FKDQJHVLQDYLDWLRQIXHOSULFH DQGKHGJLQJRISDUWLDO
ULVN IRUH[DPSOHSHUFHQWRIWKHFXUUHQF\ULVNRQD
ƄQDQFLDOLQVWUXPHQW 24

The standard also introduces a new disclosure of
the cost of hedging, which is designed to better
inform users about gains and losses associated with
hedging. Entities are required to disclose both their
risk management strategies and their likely impact on
SULPDU\ƄQDQFLDOVWDWHPHQWV$VLQGLFDWHGDERYHWKH
standard does not address macrohedging, which was
much debated during the implementation of IAS 39
LQ(XURSH,$6%KDVKDGDSURMHFWRQWKLVLVVXHIRUD
QXPEHURI\HDUVEXWLWVSURSRVDOVZHUHODUJHO\UHMHFWHG
ZKHQSUHVHQWHGWKHUHIRUH,)56}KDVEHHQƄQDOL]HG
without any further delay.25 IASB has continued
work in this regard and is expected to consult on an
alternative proposal in due course.

Practical implementation
The National Australia Bank was an early adopter
RI ,)56}  $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUGV %RDUG
$$6%  DQGSURGXFHGDQLQYHVWRUEULHƄQJH[SODLQLQJ
the impact of the new standard. The Bank noted that it
had had to increase its collective impairment provision
E\ $ PLOOLRQ EXW WKLV ZDV DGMXVWHG DJDLQVW
UHWDLQHGHDUQLQJV ,WSURGXFHGGDWDVKRZLQJWKDWWKH
expected credit loss method of provisioning would
FDXVHLPSDLUPHQWSURYLVLRQVWREHUHFRJQL]HGHDUOLHU
than under IAS 39. The Bank also argued that the new
categories of assets meant that a greater proportion
RILWVORDQVZRXOGEHDWDPRUWL]HGFRVWDQGZHOFRPHG
the ability to measure assets held to maturity or for
VDOHDWIDLUYDOXHWKURXJKSURƄWRUORVV26

PHQWVDFFRXQWLQJ DFFHVVHG-DQXDU\ ,QWKHSUHVV
UHOHDVH LW LV VWDWHG WKDW q,)56}  LQWURGXFHV D VXEVWDQWLDOO\
reformed model for hedge accounting, with enhanced disFORVXUHV DERXW ULVN PDQDJHPHQW DFWLYLW\}  7KH QHZ PRGHO
UHSUHVHQWV D VLJQLƄFDQW RYHUKDXO RI KHGJH DFFRXQWLQJ WKDW
aligns the accounting treatment with risk management activiWLHVHQDEOLQJHQWLWLHVWREHWWHUUHƅHFWWKHVHDFWLYLWLHVLQWKHLU
ƄQDQFLDOVWDWHPHQWVr
25

 )RUDVXPPDU\RIWKH,$6%GLVFXVVLRQSDSHUHQWLWOHG
“Accounting for dynamic risk management: a portfolio revaluation approach to macrohedging” and feedback from constituents, see IASB, Agenda Paper 4, May 2015. Available
at http://archive.ifrs.org/Meetings/MeetingDocs/IASB/2015/
May/AP04-Dynamic-Risk-Management.pdf.

26
23

 $FFRUGLQJ WR ,$6    RWKHU FRPSUHKHQVLYH LQFRPH FRPSULVHVqLWHPVRILQFRPHDQGH[SHQVH LQFOXGLQJUHFODVVLƄFDWLRQDGMXVWPHQWV WKDWDUHQRWUHFRJQL]HGLQSURƄWRUORVVDV
UHTXLUHGRUSHUPLWWHGE\RWKHU,)56r
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 6HH IRU H[DPSOH ,)56} )RXQGDWLRQ  SUHVV UHOHDVH
,$6% FRPSOHWHV UHIRUP RI ƄQDQFLDO LQVWUXPHQW DFFRXQWing, 24 July. Available at https://www.ifrs.org/news-andHYHQWVLDVEFRPSOHWHVUHIRUPRIƄQDQFLDOLQVWUX-

 $XVWUDOLDQ$FFRXQWLQJ6WDQGDUGV%RDUG $$6% 5HYLHZ
of Adoption of International Financial Reporting Standards in
Australia, [Australian Accounting Standards Board] Research
5HSRUW 1R , March. Available at https://www.aasb.gov.au/
DGPLQƄOHFRQWHQWF$$6%B5HYLHZBRIB,)56BUHVHDUFKB
report_03-17.pdf; and National Australia Bank, 2015, AASB
)LQDQFLDO,QVWUXPHQWV$QDO\VWDQGLQYHVWRUSUHVHQWDWLRQ
March. Available at https://www.nab.com.au/content/dam/
nabrwd/documents/reports/corporate/aasb-9-analyst-andinvestor-presentation-march-2015.pdf.
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,Q WKH DFFRXQWLQJ SROLF\ QRWHV WR LWV  ƄQDQFLDO
statements, the Hongkong and Shanghai Banking
&RUSRUDWLRQ/LPLWHGDQLQWHUQDWLRQDOEDQNEDVHGLQWKH
8QLWHG.LQJGRPRI*UHDW%ULWDLQDQG1RUWKHUQ,UHODQG
VWDWHVWKDWq7KHFODVVLƄFDWLRQDQGPHDVXUHPHQWDQG
impairment requirements are applied retrospectively
E\ DGMXVWLQJ WKH RSHQLQJ EDODQFH VKHHW DW WKH GDWH
of initial application, with no requirement to restate
comparative periods. The Hongkong and Shanghai
%DQNLQJ &RUSRUDWLRQ /LPLWHG GRHV QRW LQWHQG WR
UHVWDWH FRPSDUDWLYHV )RU WKH FRQVROLGDWHG ƄQDQFLDO
statements of the Corporation, adoption is expected
WR UHGXFH QHW DVVHWV DW  -DQXDU\  E\ 86
ELOOLRQ ZLWK WKH FODVVLƄFDWLRQ DQG PHDVXUHPHQW
FKDQJHVLQFUHDVLQJQHWDVVHWVE\86ELOOLRQDQG
LPSDLUPHQWUHGXFLQJQHWDVVHWVE\86ELOOLRQQHW
RIGHIHUUHGWD[RI86ELOOLRQ$VDFRQVHTXHQFH
common equity tier 1 capital is expected to increase
E\ 86 ELOOLRQ DSSO\LQJ UHJXODWRU\ WUDQVLWLRQDO
DUUDQJHPHQWVDQGE\86ELOOLRQRQDIXOO\ORDGHG
basis.”27
$W D PHHWLQJ RI WKH ,)56} )RXQGDWLRQ (PHUJLQJ
(FRQRPLHV *URXS KHOG LQ .XDOD /XPSXU RQ t
May 2018, the standard setters of the Republic of
Korea28 and Malaysia made presentations on the
LPSOHPHQWDWLRQ RI ,)56}  LQ WKHLU FRXQWULHV ,Q KLV
presentation,29 &KDQ +RRL /DP RI WKH 0DOD\VLDQ
$FFRXQWLQJ 6WDQGDUGV %RDUG LGHQWLƄHG WKH IROORZLQJ
challenges facing banks:
•

$UHWKHSHRSOHVXIƄFLHQWO\NQRZOHGJHDEOH"

•

$UH WKH ƄQDQFLDO LPSDFWV HIIHFW RQ FDSLWDO
requirements and other key performance
LQGLFDWRUVXQGHUVWRRG"

•

Are the processes updated and the controls
DGHTXDWH"

•

$UHWKHV\VWHPVUHDG\"

•

+DYHZHPDQDJHGVWDNHKROGHUH[SHFWDWLRQV"

27

 +RQJNRQJ DQG 6KDQJKDL %DQNLQJ &RUSRUDWLRQ /LPLWHG
2018, $QQXDO5HSRUWDQG$FFRXQWVS}DYDLODEOH
at https://www.hsbc.com/investors/results-and-announcements/annual-report DFFHVVHG-DQXDU\ 

At the meeting, the Korean Accounting Institute
reported that it had set up a technical forum to provide
implementation support in the Republic of Korea.
Constituents had been invited to submit queries to
this forum, which liaised continuously with the various
RUJDQV RI WKH ,)56} )RXQGDWLRQ DQG KHOG SXEOLF
meetings to discuss issues. The Institute expected
the total loss provision of banks of the Republic of
.RUHDWRLQFUHDVHE\SHUFHQWRUDURXQG86
billion, but the impact of this on equity was not
H[SHFWHGWREHVLJQLƄFDQW7KHUHZDVH[SHFWHGWREH
GHFUHDVHGYRODWLOLW\LQSURƄWDQGORVVDVDUHVXOWRIWKH
mitigation of the effects of hedge accounting. Details
of the implementation issues encountered were also
provided.

Derogations for insurers
7KH LQVXUDQFH FRPPXQLW\ LV IDFHG ZLWK WZR PDMRU
FKDQJHV WR LWV EDODQFH VKHHWV ,)56}  LQ 
IROORZHGE\,)56}t,QVXUDQFH&RQWUDFWVLQ30
Insurers pointed out that there was a risk of the asset
side of their balance sheets using fair values in 2018,
while the liabilities side would not do so until 2021,
thus importing to the balance sheet some accounting
volatility arising from the accounting mismatch.31
In September 2016, IASB issued an amendment to
WKH H[LVWLQJ LQVXUDQFH VWDQGDUG ,)56}  t ,QVXUDQFH
Contracts, to give insurers a choice of two derogations
to handle the three-year transition. The insurer can
either take to other comprehensive income any volatility
arising from the mismatch during the three-year period
NQRZQDVWKHRYHUOD\DSSURDFK RUFRPSDQLHVWKDW
are predominantly insurance can defer application of
,)56}XQWLO GHIHUUDODSSURDFK 
This facility has been hotly contested in Europe.
2ULJLQDOO\ ,$6% UHOXFWDQWO\ WRRN WKH YLHZ WKDW WKHUH
ZDV QR SRVVLELOLW\ RI V\QFKURQL]LQJ WKH WLPLQJ RI WKH
LPSOHPHQWDWLRQ RI ,)56}  DQG ,)56}  7R GR VR
ZRXOGKDYHPHDQWGHOD\LQJLPSOHPHQWDWLRQRI,)56}
which is seen by banking regulators as an essential
reform. Initially, the standard setter took the view that,
30

28

 .RUHDQ$FFRXQWLQJ,QVWLWXWH,)56}t.RUHDQH[SHULence, 16 May, available at https://www.ifrs.org/-/media/feature/meetings/2018/may/eeg/ap8c-ifrs-9-implementationexperience-in-korea.pdf.

29

 &KDQ+/,)56}LPSOHPHQWDWLRQtWKH0DOD\VLDQH[SHULHQFH
S}  DYDLODEOH DW https://www.ifrs.org/-/media/feature/
meetings/2018/may/eeg/ap8a-ifrs-9-implementation-themalaysian-experience.pdf.
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31

At the IASB November 2018 meeting, it was proposed that
WKHHIIHFWLYHGDWHRI,)56}EHFKDQJHGWR-DQXDU\

 6HH IRU H[DPSOH >&KLHI )LQDQFLDO 2IƄFHU@ &)2 )RUXP DQG
Insurance Europe, 2016, Comments on IASB exposure draft
RQ DSSO\LQJ ,)56}  t )LQDQFLDO ,QVWUXPHQWV ZLWK ,)56}  t
,QVXUDQFH &RQWUDFWV qH[SRVXUH GUDIWr  /HWWHU RQ GHIHUUDO
RI,)56}WRWKH,$6%&KDLU-DQXDU\$YDLODEOHDW
KWWSZZZFIRIRUXPHXOHWWHUV&)2)B,(B&RPPHQWB/HWWHUBRQB,)56BB'HIHUUDOSGI.
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if insurers were concerned about the mismatch, they
should simply disclose the effects so that analysts could
DGMXVWWKHLUIRUHFDVWV7KLVDSSURDFKLVVXSSRUWHGE\
WKH (IƄFLHQW 0DUNHW +\SRWKHVLV WKDW WKH VKDUH SULFH
compounds all publicly available information.
+RZHYHU WKH (XURSHDQ )LQDQFLDO 5HSRUWLQJ $GYLVRU\
*URXSWKH(XURSHDQ&RPPLVVLRQpVDGYLVHURQ,)56
took the view that insurers should be given a deferral.32
7KH DPHQGPHQW WR ,)56}  ZDV WKH UHVXOW RI WKH
$GYLVRU\*URXSpVLQWHUYHQWLRQ(YHQWKHQWKH$GYLVRU\
*URXS REMHFWHG WR WKH UHVWULFWLRQ RI WKH GHIHUUDO WR
entities that are predominantly insurers, and the
European Union, in adopting the standard, extended
the deferral to companies doing both banking and
insurance. IASB had opposed this approach on the
JURXQGVWKDWLWGLGQpWPDNHVHQVHWRKDYHRQHSDUWRI
DJURXSXVLQJ,)56}DQGDQRWKHUSDUWXVLQJ,$6
and indeed consolidation requires that a single set of
accounting policies be used.
By way of examples of implementation of this
GHURJDWLRQ 6WDQGDUG /LIH $EHUGHHQ D %ULWLVK OLIH
insurance company and asset manager, has claimed
HOLJLELOLW\ WR GHIHU DSSOLFDWLRQ RI ,)56}  LQ LWV 
ƄQDQFLDO VWDWHPHQWV DQG ZLOO RQO\ LPSOHPHQW WKH
ƄQDQFLDOLQVWUXPHQWVVWDQGDUGLQGHVSLWHEHLQJ
D PDMRU IXQG PDQDJHU 6WDQGDUG /LIH $EHUGHHQ KDV
stated that: “The impact of the implementation of
,)56}  ZLOO EH GHSHQGHQW RQ WKH LPSOHPHQWDWLRQ RI
,)56}r33
,Q WKH DFFRXQWLQJ SROLF\ QRWHV RI WKH  ƄQDQFLDO
VWDWHPHQWV RI WKH *HUPDQ LQVXUHU $OOLDQ] *URXS LW LV
stated that: “due to the strong interaction between
underlying assets held and the measurement of
GLUHFW SDUWLFLSDWLQJ LQVXUDQFH FRQWUDFWV WKH $OOLDQ]
*URXS GHFLGHG WR XVH WKH RSWLRQ WR GHIHU WKH IXOO
LPSOHPHQWDWLRQ RI ,)56}  XQWLO ,)56}  EHFRPHV
effective on 1 January 2021”.34
32

 (XURSHDQ)LQDQFLDO5HSRUWLQJ$GYLVRU\*URXS%RDUG
OHWWHU WR 'LUHFWRUDWH *HQHUDO )LQDQFLDO 6WDELOLW\ )LQDQFLDO
Services and Capital Markets Union, European Commission
JLYLQJHQGRUVHPHQWDGYLFHRQ,)56}6HSWHPEHU$YDLOable at KWWSZZZHOWLDHXLPDJHV,)56BB)LQDOBHQGRUVHment_advice.pdf.

33

 6WDQGDUG/LIH$EHUGHHQ%XLOGLQJD'LYHUVLƄHG:RUOG
FODVV ,QYHVWPHQW &RPSDQ\ $QQXDO 5HSRUW DQG $FFRXQWV
S}$YDLODEOHDWhttps://www.standardlifeaberdeen.
FRPBUHVRXUFHVGRFXPHQWVILQDQFLDOUHSRUWV6/$
plc-Annual-report-and-accounts-2017issue.pdf.

34

 $OOLDQ] *URXS  $QQXDO UHSRUW  &RPSHWHQFH
Change Future S}  DYDLODEOH DW KWWSƄQDQFHGRFER[
com/Insurance/74448616-Competence-change-future.html
DFFHVVHG-DQXDU\ 

2. Revenue from contracts with
customers
,)56}  t 5HYHQXH IURP &RQWUDFWV ZLWK &XVWRPHUV
came into force in January 2018. It is converged with
$FFRXQWLQJ 6WDQGDUGV &RGLƄFDWLRQ  t 5HYHQXH
from Contracts with Customers. Consequently, the
top line of the income statement will look similar
DURXQGWKHZRUOG7KHSUHYLRXV86*$$3FRQWDLQVD
JUHDWGHDORIGHWDLOHGJXLGDQFHIRUVSHFLƄFLQGXVWULHV
while the relevant international standards, in the form
of IAS 18 – Revenue and IAS 11 – Construction
Contracts, provide very little detailed guidance.
$GRSWLQJ FRXQWULHV ZLOO WKHUHIRUH ƄQG ,)56}  WR EH
more prescriptive than its predecessors and this may
generate implementation questions.
,)56}LVEDVHGRQWKHLGHQWLƄFDWLRQRISHUIRUPDQFH
obligations.35 The application of the standard
SUHVXSSRVHV WKDW WKH SUHSDUHU LGHQWLƄHV FRQWUDFWV
with customers and analyses performance obligations
and allocates the overall contract price proportionately
WR HDFK RI WKHP 5HYHQXH LV UHFRJQL]HG ZKHQ WKH
SHUIRUPDQFHREOLJDWLRQKDVEHHQVDWLVƄHGDQGLVQRW
GHSHQGHQW RQ WKH ZKROH FRQWUDFW EHLQJ VDWLVƄHG
There is only a single performance obligation for
many, if not most, transactions: the analysis process
LV WKHUHIRUH VWUDLJKWIRUZDUG 1HYHUWKHOHVV ,)56} 
provides that, where a contract includes an element of
deferred settlement, the amount of the contract price
should be split between the time value of money and
the actual price of the goods or services delivered.
The application of the standard becomes more
complex where there is more than one performance
REOLJDWLRQ)LUVWWKHUHPD\EHGLIƄFXOW\LQGHWHUPLQLQJ
whether there is more than one performance
REOLJDWLRQ )RU H[DPSOH ZKHUH D WHOHSKRQH KDQGVHW
might be sold with a minimum period of use of the
VXSSOLHUpV WHOHSKRQH QHWZRUN WKH FXVWRPHU LV QRW
usually charged a separate price for the handset.
The contract does, however, contain two or more
SHUIRUPDQFHREOLJDWLRQVXQGHU,)56}WKHVXSSO\RI
the handset and access over time to the network.
Under IAS 18, there are no rules for determining how
the separate parts of the contract are measured for
35

 $FFRUGLQJWR,)56}DSHUIRUPDQFHREOLJDWLRQLVDSURPLVH
in a contract with a customer to transfer to the customer
HLWKHUDJRRGRUVHUYLFH RUDEXQGOHRIJRRGVRUVHUYLFHV 
that is distinct; or a series of distinct goods or services that
are substantially the same and that have the same pattern of
transfer to the customer.
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DFFRXQWLQJ SXUSRVHV ,)56}  VSHFLƄHV WKDW WKH
contract price has to be allocated across the separate
performance obligations in proportion to their retail
SULFH7KLVFDQFDXVHLPSOHPHQWDWLRQGLIƄFXOWLHVLIQR
separate market price is discernible, or if the market
SULFHV JLYH D VLJQLƄFDQWO\ GLIIHUHQW DOORFDWLRQ WR WKDW
previously used.
Some telecommunications companies have historically
QRW UHFRJQL]HG WKH VDOH RI WKH KDQGVHW VHSDUDWHO\
Moreover, in the past, the market price of a handset
ZLWKRXWQHWZRUNDFFHVVKDVEHHQLQƅDWHG7KHUHVXOW
LV D GLIIHUHQW SDWWHUQ RI UHFRJQLWLRQ XQGHU ,)56} 
This is an implementation difference that will have an
LPSDFW RQ DQDO\VWVp UXQV RI FRPSDUDWLYH GDWD EXW
future years will be comparable with the new basis.
The total revenue of each contract is unaffected.
The standard also addresses contracts that have
variable consideration. It requires that an estimate of
WKHYDULDEOHHOHPHQWEHUHFRJQL]HGEXWWKLVLVVXEMHFW
to a test as to whether it is highly probable that there
ZLOOEHDQDGMXVWPHQWLQDIXWXUHSHULRG:KHUHDJRRG
HVWLPDWH LV SRVVLEOH UHYHQXH VKRXOG EH UHFRJQL]HG
ZKHQWKHREOLJDWLRQWRGHOLYHULVVDWLVƄHG&DVHVWKDW
could be affected include the licensing of intellectual
property rights. Where a licence is granted for a period
of time, revenue is allocated over the period for which
the value of the intellectual property is dependent on
WKHVHOOHUpVFRQWLQXLQJDFWLYLW\
Another requirement is that the preparer is obliged to
separately disclose impairments related to contracts
with customers. Revenue from leases would be
DFFRXQWHGIRUXQGHU,)56}t/HDVHV7KLVLVDQDQWL
abuse requirement that is designed to counter any risk
of a preparer invoicing amounts that they know they
FDQQRWFROOHFWLQRUGHUWRLQƅDWHUHYHQXHLQRQHSHULRG
and then taking an impairment in the following period.

Practical implementation
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WREHLQDSRVLWLRQWRHVWLPDWHWKHLPSDFWRI,)56}
HDUO\ LQ WKH ƄUVW TXDUWHU RI WKH \HDU FRPPHQFLQJ 
April 2018”.36 It is further stated in the report that
the amount of revenue allocated to equipment and
UHFRJQL]HG DW FRQWUDFW LQFHSWLRQ ZLOO LQFUHDVH DQG
UHYHQXHV UHFRJQL]HG DV VHUYLFHV DUH GHOLYHUHG ZLOO
reduce.37 Incremental costs incurred in acquiring a
FRQWUDFW ZLOO EH GHIHUUHG DQG DPRUWL]HG DV UHYHQXH
LV UHFRJQL]HG XQGHU WKH UHODWHG FRQWUDFW ZKLFK ZLOO
lead to later recognition of charges.
7KH *HUPDQ VRIWZDUH FRPSDQ\ 6\VWHPV
Applications and Products noted in the accounting
policy notes to its 2017 statements that, since the
LVVXDQFHRI,)56}WKHJURXSKDGDGMXVWHGUHYHQXH
recognition policies and business processes. It
LGHQWLƄHVDFFRXQWLQJIRURSWLRQVIRUWKHSXUFKDVHRI
additional copies of already licensed on-premises
software as the “most notable revenue impact”.
3UHYLRXVO\ WKH FRPSDQ\ DSSOLHG 86 *$$3 DQG GLG
QRWUHFRJQL]HVXFKRSWLRQV,)56}WUHDWVWKHPDV
a separate performance obligation. The company
states that it is phasing out this option from its
business practices. It adds that the most notable
LPSDFW RI ,)56}  RQ H[SHQVHV UHODWHV WR WKH FRVW
of obtaining customer contracts. Previously, the
FRPSDQ\ RQO\ UHFRJQL]HG FRVWV WKDW ZHUH GLUHFWO\
UHODWHG DQG LQFUHPHQWDO ZKHUHDV XQGHU ,)56} 
LWZLOOqFDSLWDOL]HDOOLQFUHPHQWDOFRVWVRIREWDLQLQJD
customer contract that are expected to be recovered,
regardless of whether they are direct or not”.38
7KH 1HWKHUODQGVEDVHG JURXS $KROG 'HOKDL]H
GHVFULEHV LWVHOI DV RQH RI WKH ZRUOGpV ODUJHVW IRRG
retail groups, stating, in its 2017 annual report, that:
q7KH &RPSDQ\ FXUUHQWO\ UHFRJQL]HV UHYHQXH DV
FRQWURO SDVVHV WR WKH FXVWRPHU  DQG WKH DGRSWLRQ
RI ,)56}  ZLOO KDYH QR HIIHFW RQ ZKHQ UHYHQXH LV
UHFRJQL]HGr ,W DGGV WKDW WKH VWDQGDUG ZLOO PDQGDWH
additional disclosures surrounding its contracts with
customers.39
36

In its 2017 annual report, the mobile telephone
RSHUDWRU 9RGDIRQH *URXS 3OF QRWHG WKDW q7KH
7UDQVDFWLRQV LPSDFWHG E\ ,)56}  DUH KLJK LQ
YROXPHYDOXHDQGFRPSOH[LW\WKHUHIRUHWKH*URXSLV
continuing to assess the impact of these and other
DFFRXQWLQJFKDQJHVWKDWZLOODULVHXQGHU,)56}DQG
cannot reasonably estimate the impact; however,
the changes … will have a material impact on the
consolidated income statement and consolidated
VWDWHPHQWRIƄQDQFLDOSRVLWLRQf7KH*URXSH[SHFWV

 9RGDIRQH *URXS 3OF  &RQQHFWLQJ (YHU\ERG\ WR /LYH
D%HWWHU7RGD\DQG%XLOGD%HWWHU7RPRUURZ$QQXDO5HSRUW
 S}  $YDLODEOH DW https://www.vodafone.com/conWHQWDQQXDOUHSRUWDQQXDOBUHSRUWGRZQORDGV9RGDIRQH
full-annual-report-2017.pdf.

37

 ,ELGS}

38

Systems, Applications and Products, 2018, [Systems, ApplicaWLRQVDQG3URGXFWV@6$3,QWHJUDWHG5HSRUW,QWHOOLJHQW(QterpriseSS}t$YDLODEOHDWhttps://www.sap.com/docs/
download/investors/2017/sap-2017-integrated-report.pdf.

39

 $KROG'HODKDL]H%HWWHU7RJHWKHU$QQXDO5HSRUW,
SS} t DYDLODEOH DW KWWSVZZZDKROGGHOKDL]HFRP
PHGLDBDKROGGHOKDL]HBDQQXDOUHSRUWBSGI.
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3. Leases
7KH QHZ OHDVLQJ ,)56}  LV GXH WR EH LPSOHPHQWHG
LQ -DQXDU\  ,W VLJQLƄFDQWO\ FKDQJHV WKH ZD\
in which lessees account for what were formerly
operating leases but leaves lessor accounting largely
XQFKDQJHG /HVVHHV DUH H[SHFWHG WR VKRZ DOWHUHG
EDODQFHVKHHWVWKDWZLOOUHƅHFWERWKLQFUHDVHGDVVHWV
and increased liabilities: there are, however, practical
H[FHSWLRQV7KHVWDQGDUGZDVGHYHORSHGMRLQWO\ZLWK
)$6%DQGLVODUJHO\EXWQRWFRPSOHWHO\FRQYHUJHG40
The central issue with lease accounting has always
EHHQWKDWDQHQWLW\FDQWKURXJKOHDVHƄQDQFHREWDLQ
control of an asset without that fact being apparent
LQ LWV ƄQDQFLDO VWDWHPHQWV 7KH FRVW RI WKH H[HUFLVH
LV UHƅHFWHG LQ RSHUDWLQJ UDWKHU WKDQ ƄQDQFLDO FRVWV
and the economic gearing of the balance sheet is
distorted. The company is contractually obliged to
make future payments, sometimes for many years
to come. The accepted wisdom in accounting is that
a lease is comparable to purchasing an asset and
ERUURZLQJ WR ƄQDQFH LW DQG WKH VXEVWDQFH RI WKDW
VKRXOGEHUHƅHFWHGLQWKHDFFRXQWLQJ7KHDOWHUQDWLYH
view is that leasing is not the same as purchasing and
that the legal rights and obligations are different and
should be respected. An entity has many obligations
to pay costs into the future, its existence depends on
it: there is no reason to separate out lease contracts.
When the predecessor standard IAS 17 was issued
in December 1997, it was hoped that that the new
DFFRXQWLQJ WKDW LW EURXJKW DERXW ZRXOG VLJQLƄFDQWO\
change balance sheets. Unfortunately, the main
HIIHFWRIWKHVWDQGDUGZDVWRVLJQLƄFDQWO\FKDQJHWKH
way in which leases were written, causing them to
cover shorter periods, to qualify as operating leases
and to remain off-balance sheet. Such leases could
be renewed so that lifetime use was obtained but in
VWDJHVWRDYRLGFDSLWDOL]DWLRQ
Standard setters have for a long time been aware of this
abuse and the Securities and Exchange Commission
also drew attention to it in a 2005 document on offEDODQFH VKHHW ƄQDQFLQJ E\ 6HFXULWLHV DQG ([FKDQJH

40

World Accounting Report    q7KH ,$6% YHUVLRQ GLIIHUV
IURPWKH)$6%RQHLQVRPHGHWDLOVHVSHFLDOO\WKHWUHDWPHQW
RI SURSHUW\ UHQWDOV DQG PLWLJDWLRQV IRU VPDOO OHDVHVr )RU
FRPSDULVRQVRI,)56}ZLWK86*$$3VHH,)56})RXQGDtion, 2016, (IIHFWV $QDO\VLV ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWing Standard. ,)56}t/HDVHV-DQXDU\SS}t
$YDLODEOH DW KWWSVZZZLIUVRUJPHGLDSURMHFWOHDVHVLIUV
published-documents/ifrs16-effects-analysis.pdf.

Commission registrants.41 ,$6% DQG )$6% DJUHHG
WR XQGHUWDNH D MRLQW SURMHFW LQ WKLV UHJDUG DV SDUW RI
their convergence programme. The starting point
ZDV D ZRUNLQJ SDSHU RULJLQDOO\ GUDIWHG E\ WKH *
group of standard setters,42 which suggested that all
OHDVHVKRZHYHUVKRUWVKRXOGEHFDSLWDOL]HGDQGWKDW
lessor accounting should also be reformed to provide
symmetry with the new lease accounting.
2YHUWLPHWKLVSRVLWLRQZDVPRGLƄHGLQDQXPEHURI
ZD\V)LUVWLWZDVGHFLGHGWKDWOHVVRUDFFRXQWLQJZDV
deemed to work effectively and the costs of changing
it to make it mirror lessee accounting were likely to
H[FHHG WKH EHQHƄWV &RQVHTXHQWO\ LW KDV EHHQ OHIW
largely untouched and still preserves the operating/
ƄQDQFHOHDVHGLVWLQFWLRQRI,$6
6HFRQG LW ZDV GHFLGHG WKDW D UREXVW GHƄQLWLRQ RI D
service contract was required to enable leases to be
distinguished from service contracts. Third, it was
decided there should be derogations from the basic
principle to avoid “undue cost or effort”. Consequently,
XQGHU,)56}OHDVHVRIXQGHURQH\HDUGXUDWLRQDQG
ORZFRVWDVVHWVDUHH[FOXGHGIURPFDSLWDOL]DWLRQ
/HVVHHVDUHUHTXLUHGWRUHFRJQL]HERWKDOHDVHGDVVHW
and a lease obligation/liability in the balance sheet
ZKHUHWKH\FRQWUROWKHXVHRIDPRUHWKDQLQVLJQLƄFDQW
asset for any period longer than twelve months. Under
this new principles-based approach, virtually all leased
assets and obligations arising from lease contracts are
UHƅHFWHGRQWKHEDODQFHVKHHWRIWKHUHSRUWLQJHQWLW\
7KHDVVHWPD\KRZHYHUEHFODVVLƄHGDVDQLQWDQJLEOH
“right of use” asset and be shown as a separate
FDWHJRU\RQWKHEDODQFHVKHHWRULWPD\EHFODVVLƄHG
with tangible, non-current assets, in line with the
nature of the underlying asset, as was the case under
the predecessor standard.

41

SEC, 2005, Report and recommendations pursuant to secWLRQ F RIWKH6DUEDQHV2[OH\$FWRIRQDUUDQJHments with off- balance sheet implications, special purpose
HQWLWLHV DQG WUDQVSDUHQF\ RI ƄOLQJV E\ LVVXHUV $YDLODEOH DW
https://www.sec.gov/news/studies/soxoffbalancerpt.pdf.

42

This informal grouping of standard setters originally consisted
of representatives of members from the standard-setting orJDQL]DWLRQV RI $XVWUDOLD &DQDGD 8QLWHG .LQJGRP RI *UHDW
Britain and Northern Ireland and United States of America,
who met occasionally with the International Accounting
Standards Committee to discuss technical accounting isVXHVIURP7KHJURXSZDVZRXQGGRZQLQ)RU
GHWDLOV VHH 6WUHHW '  7KH *pV UROH LQ WKH HYROXWLRQ
of the international accounting standard-setting process and
partnership with IASB, Journal of International Accounting,
$XGLWLQJDQG7D[DWLRQ  t
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,Q WKH SURƄW RU ORVV DFFRXQW WKH DVVHW LV DPRUWL]HG
PRVWOLNHO\RQDVWUDLJKWOLQHEDVLVUHƅHFWLQJWKHOHQJWK
of the lease, and the rental charge is split between a
ƄQDQFLQJ FRVW DQG UHGXFWLRQ RI WKH OHDVH REOLJDWLRQ
This means that, although the rental payment may be
the same across the life of the lease, the charge to
SURƄWRUORVVLVZHLJKWHGWRZDUGVWKHHDUO\OLIHRIWKH
OHDVH ZKHQ WKH OLDELOLW\ LV JUHDWHVW DQG WKH ƄQDQFLQJ
FKDUJHLVWKHUHIRUHKLJKHVW7KLVLVVLJQLƄFDQWO\GLIIHUHQW
IURPWKH86*$$3XQGHUZKLFKWKHVWDQGDUGVHWWHUV
decided to allow a straight-line charge.
As discussed above, leases could be one of the main
VRXUFHVRIRIIEDODQFHVKHHWƄQDQFLQJIRUEXVLQHVVHV
In 2018, listed companies around the world had
DURXQG 86 WULOOLRQ LQ OHDVHV 8QGHU ,$6  t
/HDVHVWKHSUHGHFHVVRURI,)56}RYHUSHUFHQW
RI WKDW DPRXQW ZRXOG EH FDWHJRUL]HG DV RSHUDWLQJ
leases and would not be accounted for in the balance
sheet of the reporting entities understating their
ƄQDQFLDO REOLJDWLRQV RU OLDELOLWLHV 'XULQJ WKH ƄQDQFLDO
FULVLV RI  DQG  IRU H[DPSOH VRPH PDMRU
retail chains became bankrupt because they were
XQDEOHWRTXLFNO\DGMXVWWRWKHQHZHFRQRPLFUHDOLW\
7KH\ KDG VLJQLƄFDQW ORQJWHUP RSHUDWLQJOHDVLQJ
commitments on their stores and yet had deceptively
lean balance sheets. In fact, their off-balance lease
OLDELOLWLHVFRXOGKDYHEHHQXSWRƄIW\WLPHVPRUHWKDQ
the amounts they reported on their balance sheets.
Thus, the accounting requirements applicable for
OHDVHVDWWKDWWLPHGLGQRWUHƅHFWWKHHFRQRPLFUHDOLW\
To rectify this erroneous approach to accounting for
OHDVHV ,$6% DQG )$6% GHFLGHG WR GHYHORS D QHZ
accounting standard for leases that eliminated the
GLVWLQFWLRQ EHWZHHQ RSHUDWLQJ DQG ƄQDQFH OHDVHV
bringing all leases on to the balance sheet.

Implementation issues
7KH LPSOHPHQWDWLRQ RI ,)56}  ZLOO EH PRUH RU OHVV
onerous, depending on the extent to which a given
HQWLW\XVHVOHDVHƄQDQFH+RZHYHUDOOOLVWHGFRPSDQLHV
are likely to have an initial cost in determining what
leases they have. Arrangements for central control
of leasing vary from group to group. Subsidiaries
may well have the right to enter into small leases
ZLWKRXW VSHFLƄF FOHDUDQFH IURP WKHLU FHQWUDO RU PDLQ
RIƄFHVLQZKLFKFDVHWKHUHPLJKWQRWEHDQ\FHQWUDO
documentation of operating leases.
/DUJHUHSRUWLQJHQWLWLHVZLOOQRZQHHGWRUHƅHFWVXFK
leased assets in their balance sheet and to carry out
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IDFWƄQGLQJDFWLYLWLHVDQGPDNHDQLQLWLDODVVHVVPHQW
Thereafter, they will need to update their information
regularly and to change systems to enable that. They
will also most likely want to change their internal
control systems on leasing, so that any lease that
ZRXOGEHUHSRUWDEOHXQGHU,)56}LVFOHDUHGZLWKWKH
PDLQRIƄFHEHIRUHDOHDVHFRQWUDFWLVVLJQHG
The standard brings into sharper focus the issue
of when a contract becomes a service contract
UDWKHU WKDQ D OHDVH 7KH ,)56} )RXQGDWLRQ SXEOLVKHG
an effects analysis in 2016 that suggests that it is
probable that some contracts that were previously
UHJDUGHG DV OHDVHV PD\ EH UHFODVVLƄHG +RZHYHU LW
has been suggested that leasing companies may
UHYLHZWKHLUSROLFLHVDQGVWDUWWRXVHFODVVLƄFDWLRQDV
a service contract in order to avoid recognition of an
asset and liability.
7KH GHƄQLWLRQ RI D VHUYLFH FRQWUDFW LV RQH ZKHUH
the client does not obtain control over the asset. In
debate, it was suggested that a service provider could
write a contract for the supply of drinking water, as
opposed to the rent of a particular water cooler. As
long as the decision as to which water cooler to place
RQWKHFOLHQWpVSUHPLVHVUHVWVZLWKWKHVHUYLFHSURYLGHU
it is not a lease. This is likely to lead to creative contract
writing in areas such as car leases, where a provider
may argue that, as long as the contract provides for
SURYLVLRQRIDYHKLFOHUDWKHUWKDQDVSHFLƄFFDULWLV
a service contract. Both auditors and enforcers may
KDYHGLIƄFXOWLHVLQWKLVDUHD
The exception for low-value assets may also be
D VRXUFH RI GLIƄFXOWLHV ,Q FRQGXFWLQJ RXWUHDFK RQ
low-value assets, IASB suggested that these would
EH LWHPV WKDW FRVW OHVV WKDQ 86 ZKHQ QHZ
such as personal computers.43 However, this could
potentially be another grey area for implementation
from the perspective of preparers and for audit and
enforcement by regulatory authorities.
7KH ,)56} )RXQGDWLRQ FRQVLGHUV WKDW WKHUH DUH PDQ\
UHDVRQV WR XVH OHDVH ƄQDQFH RWKHU WKDQ WKH RII
balance sheet possibilities. It notes that the old
86 *$$3 DQG LQWHUQDWLRQDO DFFRXQWLQJ VWDQGDUGV
required lessees to disclose some information about
contractual commitments to future lease payments.
7KLV LQIRUPDWLRQ LV XVHG E\ DQDO\VWV WR DGMXVW WKH
43

 ,)56})RXQGDWLRQ(IIHFWV$QDO\VLV,QWHUQDWLRQDO)LQDQFLDO 5HSRUWLQJ 6WDQGDUG ,)56}  t /HDVHV, January 2016,
S}$YDLODEOHDWKWWSVZZZLIUVRUJPHGLDSURMHFWOHDVes/ifrs/published-documents/ifrs16-effects-analysis.pdf.
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balance sheet for the effects of leases. It argues that
the accurate information about assets and liabilities
SURYLGHG XQGHU ,)56}  ZLOO REYLDWH WKH QHHG IRU
these necessarily imprecise estimates and should
LPSURYHWKHDFFXUDF\RIDQDO\VWVpIRUHFDVWVDQGVKDUH
valuation.44
$W WKH (PHUJLQJ (FRQRPLHV *URXS 0HHWLQJ LQ 0D\
2018, members pointed out that the decision to
maintain lessor accounting unchanged while reforming
lessee accounting could mean that, for government
statistical purposes, assets were counted twice, in
both the lessor balance sheet and the lessee balance
sheet. Members also raised the issue of how to
implement the requirement to take account of options
to extend a lease in cases where it was thought that
the option would be exercised in the future.45

The presentation also provides a staff analysis of
possible effects by industry sector:47
Table 2
/RQJWHUPƂQDQFLDOOLDELOLWLHVWRHTXLW\UDWLR
Reported If all leases on
on balance balance sheet Increase
VKHHW ,$6
,)56} 
3HUFHQWDJH
3HUFHQWDJH
3HUFHQWDJH
Airlines

123

251

1.28

Travel and leisure

118

191

0.73

Retailers

48

103

0.55

Transport

54

84

0.30

7HOHFRPPXQLFDWLRQV

79

96

0.17

Distributors

91

104

0.13

Implementation practice

6RXUFH ,)56} )RXQGDWLRQ (PHUJLQJ (FRQRPLHV *URXS %XVLQHVV ,PSOLFDWLRQV RI ,)56}  $JHQGD SDSHU % 0D\ 
S  $YDLODEOH DW KWWSVZZZLIUVRUJPHGLDIHDWXUHPHHWLQJVPD\HHJDSEOHDVHVSGI

7KH ,)56} )RXQGDWLRQ LPSOHPHQWDWLRQ VXSSRUW WHDP
PDGHSUHVHQWDWLRQVWRWKH(PHUJLQJ(FRQRPLHV*URXS
DWLWV.XDOD/XPSXUPHHWLQJIURPWR0D\
2QH SUHVHQWDWLRQ ORRNHG DW WKH GLIƄFXOWLHV LQYROYHG
LQ LPSOHPHQWLQJ ,)56} 46 As a part of a second
SUHVHQWDWLRQ IRFXVLQJ RQ WKH LPSDFW RQ ƄQDQFLDO
statements, it was noted that the implementation of
,)56}ZLOOFKDQJHWKHƄQDQFLDOPHWULFVRIFRPSDQLHV
WKDWKDYHZKDWZHUHSUHYLRXVO\FODVVLƄHGDVRSHUDWLQJ
leases. In particular:

$FFRUGLQJ WR WKH  ƄQDQFLDO VWDWHPHQWV IRU
Norwegian Air Shuttle ASA: “There will be a material
LPSDFW RQ WKH *URXSpV LQFRPH VWDWHPHQW DQG
VWDWHPHQW RI ƄQDQFLDO SRVLWLRQ IURP WKH DGRSWLRQ RI
,)56}  0RUH WKDQ  SHU FHQW RI WKH WRWDO LPSDFW
is expected to arise from changed presentation of
operational aircraft leases. In addition to the effects
stemming from aircraft leases, there will be effects
from the leasing of facilities, ground service equipment
and other categories of equipment and machinery.

•

balance sheet structure - liabilities and assets
will increase, thereby increasing the debt/
equity ratio.

•

income statement - operating costs will reduce
EXW ƄQDQFLQJ FRVWV ZLOO LQFUHDVH VR UHGXFLQJ
the interest cover ratio.

•

VWDWHPHQWRIFDVKƅRZVVRPHRSHUDWLQJFDVK
ƅRZVZLOOEHFRPHƄQDQFLQJFDVKƅRZV

,)56}  DOORZV IRU YDULRXV DGRSWLRQ DSSURDFKHV
ZKHUHDV WKH *URXS KDV QRW \HW GHFLGHG ZKLFK
approach to apply. The choice of adoption approach
ZLOO KDYH LPSOLFDWLRQV IRU WKH VL]H RI WUDQVLWLRQDO
HIIHFWVUHFRJQL]HGERWKLQWKHLQFRPHVWDWHPHQWWKH
VWDWHPHQWRIƄQDQFLDOSRVLWLRQDQGHTXLW\
$V SHU QRZ WKH *URXS HVWLPDWHV WKDW WKH WRWDO RI
assets and the total of equity and liabilities as per
1 January 2019 will increase with an amount in the
range between 25 billion NKr and 28 billion NKr.
7KH*URXSDOVRHVWLPDWHVWKDWFRPSDUHGWRFXUUHQW
presentation in the income statement, in 2019, an
amount of more than 4 billion NKr is expected to be

44

 ,ELGS}
47

45

 ,)56})RXQGDWLRQD5HSRUWRIWKH(PHUJLQJ(FRQRPLHV
*URXSPHHWLQJ0D\ XSGDWHG2FWREHU DYDLODEOHDWhttps://www.ifrs.org/-/media/feature/groups/eeg/eeg-reportmay-2018.pdf.

46

 ,)56} )RXQGDWLRQ E (PHUJLQJ (FRQRPLHV *URXS
$JHQGDSDSHU$,)56}OHDVHVGULOOLQJGRZQ0D\$YDLOable at https://www.ifrs.org/-/media/feature/meetings/2018/
may/eeg/ap1a-leases-session-2.pdf.

 ,)56} )RXQGDWLRQ F (PHUJLQJ (FRQRPLHV *URXS
$JHQGD SDSHU % %XVLQHVV LPSOLFDWLRQV RI ,)56}  0D\
SS}  DQG  $YDLODEOH DW https://www.ifrs.org/-/media/feature/meetings/2018/may/eeg/ap1b-leases.pdf. In the presHQWDWLRQ LW LV PDGH FOHDU WKDW WKH ƄJXUHV FRQWDLQHG WKHUHLQ
DUH GUDZQ IURP GDWDEDVHV DQG UHODWH WR  ,)56} RU 86
*$$3XVHUVZLWKHVWLPDWHGRSHUDWLQJOHDVHOLDELOLWLHVRIPRUH
WKDQ 86 PLOOLRQ 7KH\ DUH QRW LQWHQGHG WR EH D UHSUHsentative sample.
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UHFODVVLƄHGIURPOHDVHH[SHQVHVDQGLQWRGHSUHFLDWLRQ
and interest expense. The net impact on the income
statement and the equity, if any, cannot yet be reliably
estimated.”48

4. Insurance contracts
,)56}t,QVXUDQFH&RQWUDFWVPD\WXUQRXWWREHWKH
most far-reaching standard ever produced by IASB.
It introduces a single, comparable way of accounting
for insurance contracts worldwide, at a time when
there are many different views about how insurance
FRPSDQLHV VKRXOG SUHSDUH ƄQDQFLDO VWDWHPHQWV DQG
many national approaches that are not comparable
with each other.
The advantages claimed for the new standard are
that: the balance sheet will be based on current
LQIRUPDWLRQ LQVXUDQFH SURƄW ZLOO EH UHOHDVHG LQ OLQH
with the release from risk on the contract; investment
income will be reported separately, so that analysts
can see the performance in each of the two drivers of
SURƄWLQLQVXUDQFHFRPSDQLHVDQGUHVXOWVDQGƄQDQFLDO
positions will be comparable across companies. This
VLJQLƄFDQW JDLQ LQ WUDQVSDUHQF\ ZLOO RQO\ EH DFKLHYHG
with very considerable pain. Nearly all insurers will
KDYHWRFRPSOHWHO\UHWKLQNWKHLUƄQDQFLDOV\VWHPVDQG
analysts will take some time to accustom themselves
to the new information.
,)56}ZDVLVVXHGLQ0D\DQGGRHVQRWFRPH
into force until January 2022.49 However, the standard
has already been endorsed for implementation by many
countries, including Australia, Canada, Malaysia, New
=HDODQG 6LQJDSRUH 6RXWK $IULFD DQG 6ZLW]HUODQG
,)56}LVH[SHFWHGWRJHQHUDWHVLJQLƄFDQWEHQHƄWV
by promoting more consistent accounting and
reporting on insurance contracts, and higher-quality
information, by providing better insight into recent
insurance activities of reporting entities. The standard
is expected to facilitate better investment decisionPDNLQJDQGWRVXSSRUWƄQDQFLDOVWDELOLW\
In 2018, 450 listed insurers, with total assets worth
86} WULOOLRQ DSSOLHG ,)56} ZKHQ SUHSDULQJ WKHLU
ƄQDQFLDO VWDWHPHQWV 7KH VLJQLƄFDQW OHDG WLPH IRU
LPSOHPHQWDWLRQUHƅHFWVWKHWHFKQLFDOGLIƄFXOWLHVPRVW
48

 1RUZHJLDQ$LU6KXWWOH$6$$QQXDOUHSRUWS}
available at https://www.norwegian.com/globalassets/ip/
documents/investor-relations/annual-report-2017-interactive.pdf.

49

As per the proposal of the IASB made at its November 2018
meeting.
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FRPSDQLHV PD\ H[SHULHQFH LQ DSSO\LQJ ,)56} 
7KH ,)56} )RXQGDWLRQ KDV EHHQ UXQQLQJ PDMRU
implementation outreach since 2017 and has set up a
transition resource group to address issues raised by
FRQVWLWXHQWV,)56}VXSHUVHGHV,)56}ZKLFKZDV
issued as a temporary standard and which enabled
LQVXUHUV WR FRQWLQXH WR XVH WKH SUHGHFHVVRU *$$3
ZKHQWKHLUKRVWMXULVGLFWLRQVZLWFKHGWR,)56
,)56}  DGGUHVVHV LQVXUDQFH FRQWUDFWV UDWKHU WKDQ
LQVXUDQFH FRPSDQLHVp ƄQDQFLDO VWDWHPHQWV FRYHULQJ
all such contracts whether they are for one year
RIWHQ UHIHUUHG WR DV SURSHUW\ DQG FDVXDOW\  RU IRU
ORQJHU SHULRGV W\SLFDOO\ OLIH SROLFLHV  7KH VWDQGDUG
encompasses insurance contracts that have an
investment element with a discretionary participation
feature and addresses reinsurance. There are optional
VLPSOLƄFDWLRQVIRUFRQWUDFWVRIRQH\HDURUOHVV
+RZHYHU ,)56}  GRHV QRW FRYHU FRQWUDFWV VXFK
as warranties issued by manufacturers, retirement
EHQHƄWREOLJDWLRQVRULQVXUDQFHFRQWUDFWVLQWKHKDQGV
RIWKHEHQHƄFLDU\)LQDQFLDOJXDUDQWHHFRQWUDFWVPD\
EH DFFRXQWHG IRU XQGHU HLWKHU ,)56}  RU ,)56} 
DQG Ƅ[HGVHUYLFH FRQWUDFWV XQGHU HLWKHU ,)56}  RU
,)56}  'LVWLQFW LQYHVWPHQW DFWLYLWLHV DQG VRPH
HPEHGGHG GHULYDWLYHV DUH PHDVXUHG XQGHU ,)56} 
Any other non-insurance services supplied would
FRPHXQGHU,)56}

The standard
Insurance works in the opposite way to most commercial
operations: the insurer receives its revenue at the start
and has to estimate the future expenses to arrive at a
SURƄW ,Q PRVW RWKHU EXVLQHVVHV WKH FRVWV DUH NQRZQ
DQG LW LV WKH UHYHQXH WKDW LV XQSUHGLFWDEOH ,)56} 
GHƄQHVDQLQVXUDQFHFRQWUDFWDVRQHZKHUHDVSHFLƄHG
risk is transferred to the insurer for a period in return for
a premium. The aim of the standard is to ensure that
UHYHQXHIURPWKHFRQWUDFWƅRZVWKURXJKWRSURƄWRUORVV
GXULQJWKHSHULRGFRYHUHGE\WKHFRQWUDFW7KHGLIƄFXOW\LV
that many claims against insurance contracts are made
after the expiration of the period covered by the contract:
there are many reasons for this, the main one being that
evidence of damage is not immediately available.
As a consequence, even one-year contracts carry what
is referred to as a “tail” of claims that may extend over
several years. Insurers are therefore required to estimate,
at each reporting date, claims not yet presented and
deduct these from the contract revenue allocated.
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,)56}  LQWURGXFHV WKH FRQFHSW RI qFRQWUDFW IXOƄOPHQW
FDVK ƅRZVr ZKLFK IRUP SDUW RI WKH LQVXUDQFH OLDELOLW\
or asset. The standard also requires that this estimate
LQFOXGHWKHIXWXUHSURƄWPDUJLQRQWKHFRQWUDFWVDQGDULVN
DGMXVWPHQW,IWKLVSURFHVVVXJJHVWVWKDWWKHLQVXUDQFH
FRQWUDFW LV QRW SURƄWDEOH LW VKRXOG EH UHFRJQL]HG
immediately as an onerous contract.50
A key issue in this regard is the requirement for insurers
to systematically update estimates and assumptions at
each reporting date. This means that discount rates will
UHƅHFWFXUUHQWPDUNHWFRQGLWLRQVDQGWKDWWKHH[SHFWDWLRQV
about the future unwinding of the contracts will also
EH UHHYDOXDWHG $FFRUGLQJ WR WKH ,)56} )RXQGDWLRQ LI
both assets and liabilities are at current values and are
economically matched, the update should not import
YRODWLOLW\LQWRWKHƄQDQFLDOVWDWHPHQWV
Some contracts, particularly long-term ones, include an
LQYHVWPHQWHOHPHQWLQWKHSUHPLXP,)56}UHTXLUHV
that this be split out and accounted for separately.
6RPHLQVXUHUVWDNHWKHYLHZWKDWDVLGHIURPVSHFLƄF
investment-oriented contracts, all insurance is based
RQ WKH DVVXPSWLRQ WKDW WKH LQVXUHU FDQ ERRVW SURƄW
on the insurance by investing the advance premium,
ZLWK WKH SURƄW EHLQJ MRLQW +RZHYHU DFFRUGLQJ WR WKH
standard, this is a different kind of activity and should
be reported separately.
0RVW FRPSDQLHV ZLOO HQFRXQWHU GLIƄFXOWLHV ZKHQ
implementing the standard, which is why IASB has
JLYHQDWKUHH\HDUOHDGWLPH7KH)RXQGDWLRQLVSURYLGLQJ
support through an implementation transition resource
group and other outreach. Technical staff have made
implementation presentations to the World StandardVHWWHUV &RQIHUHQFH WKH (PHUJLQJ (FRQRPLHV *URXS
DQGWKH,)56}$GYLVRU\&RXQFLO
The impact of the standard will vary depending on
the accounting principles previously used by each
company and the mix of products it offers. Companies
should already be carrying out evaluations in this regard
and beginning to brief investors and regulators as to
the likely impacts. Insurers are generally accustomed to
HVWLPDWLQJIXWXUHFDVKƅRZVRQLQVXUDQFHSURGXFWVEXW
they will need to modify their approach to take account
RI WKH ULVN DGMXVWPHQW DQG H[SHFWHG SURƄW HOHPHQWV
50

The term “onerous contract” means any contract that is
deemed ultimately to be loss-making. It applies to any conWUDFWUXQQLQJEH\RQGWKHHQGRIWKHUHSRUWLQJ\HDU,)56}UHquire that an estimate be made of the likely outcome of such
contracts. Where it is expected that they will not make a
SURƄW WKH IXOO H[SHFWHG ORVV VKRXOG EH SURYLGHG IRU LQ WKH
FXUUHQWUHVXOW ,$6,$6DQG,)56} 

when arriving at their insurance liability or asset.
$XGLWRUVDQGHQIRUFHUVZLOOSUREDEO\ZLVKWRVFUXWLQL]H
these elements early in the transition period.
The standard provides three approaches to handling the
transition, with the preferred one being a full retrospective
application, in line with IAS 8. However, standard setters
are aware that relevant information may not be available in
some cases. Where supportable information is available,
DPRGLƄHGUHWURVSHFWLYHDSSURDFKPD\EHXVHGZKHUH
it is not, there exists a third alternative in the form of the
fair value approach. Clearly, full retrospective application
provides the most useful information for investors.
7KH ,)56} )RXQGDWLRQ KDV VWDWHG WKDW LW DQWLFLSDWHV
relatively little change to the existing accounting
for short-term contracts, but greater change for
companies that issue long-term contracts.51 It provides
the following analysis of the location of listed insurance
FRPSDQLHVpKHDGRIƄFHVDURXQGWKHZRUOG
Table 3
/LVWHGLQVXUDQFHFRPSDQLHVE\UHJLRQ
Region
Europe
$VLDt3DFLƂF
1RUWK$PHULFD
$IULFDDQG0LGGOH(DVW
/DWLQ$PHULFD

Number
95
191
110
184
46
626

Total Assets
8.6
7.2
5.8
0.3
0.2
22.1

6RXUFH,)56})RXQGDWLRQ,)56}6WDQGDUGV(IIHFWV$QDO\VLV

$FFRUGLQJ WR WKH )RXQGDWLRQ  RI WKH DERYH
mentioned 626 companies have total assets of
86WULOOLRQXVH,)56}DQGZLOOKDYHWRLPSOHPHQW
,)56}7KHPDLQH[FHSWLRQLVWKH8QLWHG6WDWHVRI
$PHULFD ZKLFK KDV QRW FRQYHUJHG ZLWK ,)56} LQ WKLV
DUHD7KH)RXQGDWLRQDOVRSURYLGHVLQIRUPDWLRQRQWKH
types of insurance contract offered:
Table 4
7\SHVRILQVXUDQFHFRQWUDFWRQRIIHU
7\SH
3URSHUW\DQGFDVXDOW\
/LIHDQGKHDOWK
Multiline
5HLQVXUDQFH

Number
150
96
181
22
449

6RXUFH,)56})RXQGDWLRQ,)56}6WDQGDUGV(IIHFWV$QDO\VLV

51

 ,)56} )RXQGDWLRQ, 2017, ,)56} 6WDQGDUGV (IIHFWV $QDO\VLV
,)56}  t ,QVXUDQFH &RQWUDFWV 0D\ S}  DYDLODEOH DW
KWWSVZZZLIUVRUJPHGLDSURMHFWLQVXUDQFHFRQWUDFWV
ifrs-standard/ifrs-17-effects-analysis.pdf.
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7KH)RXQGDWLRQUHSRUWVWKDWLWGRHVQRWH[SHFWEDQNVWR
EHDIIHFWHGE\,)56}XQOHVVWKH\DOVRDFWDVLQVXUHUV
and that banks will have a choice of accounting under
,)56}  RU ,)56}  IRU ƄQDQFLDO JXDUDQWHHV ,W DGGV
that it does not expect investment companies to use
,)56}EXWSRLQWVRXWWKDWIXWXUHƄQDQFLDOVWDWHPHQWV
XQGHU,)56}ZLOOEHPRUHGLUHFWO\FRPSDUDEOHZLWK
those of investment companies.52
Insurance agents will not be affected, but companies
that provide insurance cover services directly, even if
DQFLOODU\ WR WKHLU PDLQ SURGXFW IRU H[DPSOH DLUOLQHV
RIIHULQJWUDYHOLQVXUDQFH ZLOOKDYHWRDFFRXQWIRUWKHP
XQGHU ,)56}  0DQXIDFWXUHUV RIIHULQJ ZDUUDQWLHV
ZLOO QRW KDYH WR DFFRXQW IRU WKHP XQGHU ,)56} 
even though these products are similar to insurance
contracts. However, other companies offering
warranty insurance, for example, when buying a
FRPSXWHULQGHSHQGHQWO\ZLOOQHHGWRDSSO\,)56}53
7KH)RXQGDWLRQQRWHVWKDW
“Quantifying the costs involved in implementing
QHZ DFFRXQWLQJ UHTXLUHPHQWV LV GLIƄFXOW DV
WKH\ GHSHQG RQ VSHFLƄF FLUFXPVWDQFHV DQG
improvements that are made at the time of
implementation.
…
7KHOLNHO\LPSOHPHQWDWLRQFRVWVRI,)56}WKDW
the International Accounting Standards Board
KDVLGHQWLƄHGZLOOEHLQ
D  SURMHFWGHVLJQDQGLPSOHPHQWDWLRQ
E  systems set-up;
F  process changes;
G  education and communication.”
In the Effects Analysis, it is stated that insurers are
H[SHFWHG WR VHW XS SURMHFW WHDPV WR LPSOHPHQW
,)56},WLVVXJJHVWHGWKDWLQVXUHUVpDQDO\VLVRIWKH
changes needed will, in turn, lead to the design and
subsequent implementation of new systems.54 Each
FRPSDQ\ ZLOO QHHG WR PDNH D VLJQLƄFDQW HGXFDWLRQ
effort, both internally and externally,55 and liaise with
insurance regulators.

52

 ,ELGS}

53

 ,ELGS}

54

 ,ELGS}

55

 ,ELGS}
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Company assessments
$W WKH WLPH RI ZULWLQJ WKH  ƄQDQFLDO VWDWHPHQWV
of a number of companies were taken into account.
Those companies all chose to defer application of
,)56}  DQG VWDWHG WKDW DOWKRXJK WKH\ ZHUH ZRUNLQJ
RQ ,)56}  LW ZDV WRR HDUO\ WR HVWLPDWH LWV LPSDFW
7KH )UHQFK LQVXUHU $;$ IRU H[DPSOH GHYRWHV PRUH
than a page of its 2017 annual report to explaining
WKH ,)56}  UHTXLUHPHQWV EXW FRPPHQWV WKDW
q7KH PHWKRG RI LPSOHPHQWDWLRQ RI ,)56}  DQG LWV
SRWHQWLDOLPSDFWRQWKH*URXSpVFRQVROLGDWHGƄQDQFLDO
statements are currently being examined.”56

5. Initiatives in process
The new standards discussed in this paper have
DOUHDG\ KDG RU ZLOO KDYH D VLJQLƄFDQW LPSDFW RQ
ƄQDQFLDO UHSRUWLQJ ,)56}  ƄOOV D VLJQLƄFDQW JDS LQ
,)56 ZKLOH ,)56}  ,)56}  DQG ,)56}  UHSUHVHQW
attempts to move to a second stage of elaboration in
these areas and affect many companies. IASB has no
SODQVUHJDUGLQJDQ\IXUWKHUVWDQGDUGVHWWLQJSURMHFWV
of a similar dimension. However, IASB is currently
ZRUNLQJRQDQXPEHURISURMHFWVLQWHQGHGWRLPSURYH
ƄQDQFLDO UHSRUWLQJ ZKLFK ZLOO OHDG WR LPSOHPHQWDWLRQ
requirements in the future. The main aim of these
SURMHFWVLVWRLPSURYHFRPPXQLFDWLRQ7KHUHDUHDOVR
VHYHUDOSURMHFWVLQWHQGHGWRDGGUHVVUHODWLYHO\REVFXUH
JDSV LQ ,)56} RU WR PDNH PLQRU LPSURYHPHQWV WR
existing standards.

6. Better communication in financial
reporting
7KLVLQLWLDWLYHHQFRPSDVVHVVHYHUDORQJRLQJSURMHFWV
its main focus is to shift the attention of preparers
and auditors to communication issues, in addition to
compliance. Investors have suggested that reports are
overly long, contain much irrelevant material and do
QRW SUHVHQW LQIRUPDWLRQ LQ D FRKHUHQW DQG RUJDQL]HG
way.
IASB has already made minor amendments to IAS 1 –
3UHVHQWDWLRQRI)LQDQFLDO6WDWHPHQWVZLWKWKHLQWHQWLRQ
of clarifying wording that might lead preparers and
DXGLWRUV WR EHOLHYH WKDW VSHFLƄF GLVFORVXUHV PDWHULDO
56

AXA, 2018, 5HJLVWUDWLRQ 'RFXPHQW  $QQXDO )LQDQFLDO
ReportS}DYDLODEOHDWhttps://www-axa-com.cdn.axaFRQWHQWRHXZZZD[DFRP)DIGFDFH
4c5a-8eab-dccc54d315c8_axa-ddr2017-en-pdf-e-accessible_02.pdf.
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or otherwise, are required. The Board has worked on
the concept of “materiality” to encourage preparers
DQG DXGLWRUV WR H[HUFLVH MXGJPHQW DQG QRW VLPSO\
to include information to protect themselves from
accusations of non-compliance.
The Board has published a discussion paper in which
principles of disclosure are established and which is
relevant in this regard.57
The above-mentioned initiatives, which are designed
to change the culture of disclosure, may not give rise
WRDQ\VLJQLƄFDQWLPSOHPHQWDWLRQLVVXHV+RZHYHULID
change in culture is to take place, then the support of
enforcers and regulators will be required.
,Q WHUPV RI FKDQJHV WR ,)56 ,$6% LV ZRUNLQJ RQ D
SURMHFW HQWLWOHG 3ULPDU\ )LQDQFLDO 6WDWHPHQWV WKH
DLPRIZKLFKLVWRHQKDQFHSUHVHQWDWLRQLQWKHSURƄW
RU ORVV VWDWHPHQW DQG WKH VWDWHPHQW RI FDVK ƅRZV
7KH XQGHUO\LQJ REMHFWLYH LV WR LPSURYH FRPSDUDELOLW\
provide a better focus and address inconsistencies
in current practice. This is unlikely to lead to costly
technical changes but could have an impact on
presentation.
7KHRYHUDOOSURMHFWDOVRLQFOXGHVZRUNWRHQVXUHWKDW
WKH,)56}WD[RQRP\DFFXUDWHO\UHƅHFWVWKHVWDQGDUGV
and to encourage preparers to provide tagged data
and regulators to develop electronic reporting.

Filling in the gaps
:KLOH,)56}DUJXDEO\GHDOWZLWKWKHODUJHVWJDSLQ
WKH,)56}VXLWHRIVWDQGDUGV,$6%LVZRUNLQJRQWZR
other areas that are not addressed in the standards.
The term “rate-regulated activities” refers to a
type of business situation that is encountered only
LQ FHUWDLQ ,)56} FRXQWULHV ,Q VRPH MXULVGLFWLRQV
the prices charged to customers by commercial
entities, such as public utilities, are regulated by a
government agency. Normally, this mechanism is
used to protect the public in a situation of monopoly
VXSSO\7KHUHJXODWRUƄ[HVUDWHVLQVXFKDZD\WKDW
WKHVXSSOLHULVDEOHWRPDNHDVSHFLƄHGUDWHRIUHWXUQ
but no more than that.

57

IASB, 2017, 'LVFXVVLRQ 3DSHU '3 'LVFORVXUH ,QLWLDWLYHt3ULQFLSOHV RI 'LVFORVXUH, March, available at https://
ZZZLIUVRUJPHGLDSURMHFWGLVFORVXUHLQLWDWLYHGLVFORVXUH
initiative-principles-of-disclosure/discussion-paper/published-documents/discussion-paper-disclosure-initiativeprinciples-of-disclosure.pdf.

However, in practice, this leads to the need for
SHULRGWRSHULRG DGMXVWPHQWV )RU H[DPSOH LI WKH
actual consumption of electricity is lower during a
UHSRUWLQJSHULRGWKDQDQWLFLSDWHGZKHQƄ[LQJWKHUDWH
WKH FRPSDQ\ PD\ QRW PDNH HQRXJK SURƄW WR UHDFK
WKHVSHFLƄHGUDWHRIUHWXUQRQFDSLWDOHPSOR\HG7KLV
will cause the regulator to increase the rate for the
following period.
Traditionally, there has been an expectation that
UHJXODWHGHQWLWLHVZLOOUHSRUWDVWDEOHSURƄWSHULRGWR
period, and this has been achieved by establishing
D GHIHUUHG DVVHW RU OLDELOLW\ UHƅHFWLQJ DQWLFLSDWHG
DGMXVWPHQWV WR WKH UDWH $V D SDUW RI WKLV DSSURDFK
a given entity establishes an asset for revenue to be
FDXJKWXSLQWKHQH[WSHULRGZKLFKLQFUHDVHVWKHSURƄW
in the reported period. In effect, this is a smoothing
mechanism.
Nonetheless, not all standard setters currently
accept this approach, nor do they agree that the rate
DGMXVWPHQWFDQEHUHFRJQL]HGDVDQDVVHWRUOLDELOLW\
XQGHU ,)56 7KH\ DUJXH WKDW WKH HFRQRPLF UHDOLW\ LV
WKDWSURƄWVGRƅXFWXDWHLQVXFKVLWXDWLRQV
7KLVPHWKRGSRVHVDSUREOHPLQ%UD]LOEXWWKHFRXQWU\
DGRSWHG,)56}DQGLWVUHJXODWHGHQWLWLHVZHUHREOLJHG
to remove such assets and liabilities. It also creates
issues in Canada, a country that has grandfathered
WKH XVH RI WKHVH UHYHQXH DGMXVWPHQW DVVHWV DQG
liabilities. IASB produced a discussion paper on rate
UHJXODWLRQDQGKDVODXQFKHGDSURMHFWRQDFFRXQWLQJ
for rate-regulated activities. If a standard is produced,
LWLVQRW\HWFOHDUZKHWKHUH[LVWLQJ,)56}DGRSWHUVZLOO
be able to adopt the new accounting. The change
may only apply to new adopters.
$QRWKHUƄHOGZLWKUHJDUGWRZKLFKVRPHFRQVWLWXHQWV
have been asking for years for rules to be introduced is
that of business combinations. Since IASB abandoned
merger accounting, the only way to account for a
business combination has been as an acquisition,
with the “acquired” company being restated to fair
value on consolidation.
%XVLQHVV UHRUJDQL]DWLRQV PD\ EH DIIHFWHG E\ WKLV
GHYHORSPHQW )RU H[DPSOH VRPH MXULVGLFWLRQV
UHTXLUH UHWDLO EDQNV WR EH UHRUJDQL]HG VR WKDW WKH\
do not include any investment banking activity. This
may involve creating new subsidiaries or switching
VXEVLGLDULHVEHWZHHQJURXSPHPEHUV8QGHU,)56}
– Business Combinations, this would involve revaluing
to fair value, which some commentators think creates
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DQ DUWLƄFLDO FKDQJH RI DFFRXQWLQJ YDOXHV ZLWKLQ WKH
consolidated statements.
'\QDPLF 5LVN 0DQDJHPHQW LV WKH WLWOH RI D SURMHFW
to develop new rules for macrohedging by banks.
This was a highly problematical area during the
GHYHORSPHQW RI ,$6  t )LQDQFLDO ,QVWUXPHQWV
Recognition and Measurement, under which hedging
and similar activities were generally viewed with
suspicion. This area concerns positions taken by banks
on a day-to-day basis to balance or rebalance a given
HQWLW\pVH[SRVXUHWRƄQDQFLDOULVNV,$6%GHYHORSHGD
SURMHFW WR OLEHUDOL]H WKLV DUHD EXW FRQVWLWXHQWV IRXQG
its proposals to be overly complex and its launch has
EHHQSRVWSRQHGSHQGLQJIXUWKHUZRUN7KHSURMHFWZLOO
HYHQWXDOO\UHVXOWLQDQDPHQGPHQWWR,)56}EXWWKDW
is probably several years away.

Maintenance
:KDW ,$6% UHIHUV WR DV qPDLQWHQDQFH SURMHFWVr
typically arise from submissions to the Interpretations
Committee, or from post-implementation reviews. In
both cases, the issues at hand are usually operational
in nature and connected to standards that have
a fundamental approach that is not in question.
As such, they would not be expected to generate
LPSOHPHQWDWLRQ GLIƄFXOWLHV EXW WKLV LV QRW WR VXJJHVW
WKDWWKH\DUHQHFHVVDULO\LQVLJQLƄFDQW
2QH VXFK SURMHFW HQWLWOHG )LQDQFLDO ,QVWUXPHQWV ZLWK
the Characteristics of Equity, IRFXVHV RQ WKH %RDUGpV
research agenda and revisits the dividing line between
debt and equity. That approach might seem to entail
UDGLFDOFRQVHTXHQFHVEXWWKHSUDFWLFDOLVVXHLVWRƄQG
DSULQFLSOHGZD\RIGHWHUPLQLQJZKLFKFRPSOH[ƄQDQFLDO
instruments should count as equity and which should
EHFODVVLƄHGDVOLDELOLWLHV7KHH[LVWLQJVWDQGDUG,$6
t)LQDQFLDO,QVWUXPHQWV3UHVHQWDWLRQLVVWLJPDWL]HGDV
a collection of rules.58 According to an analysis carried
out by an IASB technical team, the standard draws on
FRQƅLFWLQJSULQFLSOHVDQGDGHFLVLRQKDVWREHPDGHDVWR
ZKLFKWRSULYLOHJH7KLVLVDSURMHFWWKDWKDVFRQIRXQGHG
ERWK)$6%DQG,$6%IRUPDQ\\HDUVDQGWKDWWKH\KDYH
placed on and taken off their agendas multiple times.
,QWKHSDVWWKH(XURSHDQ)LQDQFLDO5HSRUWLQJ$GYLVRU\
*URXSKDVVXJJHVWHGWKDWWKHGLYLGLQJOLQHLVDQDUWLƄFLDO
58

 )RU D IXOOHU GLVFXVVLRQ RI WKLV WRSLF VHH ,$6%  DisFXVVLRQ 3DSHU )LQDQFLDO LQVWUXPHQWV ZLWK &KDUDFWHULVWLFV
RI (TXLW\ ,QYLWDWLRQ WR &RPPHQW )HEUXDU\ SDUDV t
Available at KWWSVZZZLIUVRUJPHGLDSURMHFWƄFHGLVFXVVLRQSDSHUSXEOLVKHGGRFXPHQWVGSƄQDQFLDOLQVWUXPHQWV
characteristics-equity.pdf.
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construct that creates, rather than solves, problems.
7KH $GYLVRU\ *URXS KDV SURSRVHG VLPSO\ UDQNLQJ
LQVWUXPHQWVRQWKHƄQDQFLQJVLGHRIWKHEDODQFHVKHHW
based on their priority in bankruptcy, leaving analysts,
lenders and others to decide where they make the cut,
if a cut is necessary.
2QH SURMHFW WKDW LV FORVHU WR FRPSOHWLRQ LV WKH
DPHQGPHQWRIWKHGHƄQLWLRQRIDEXVLQHVVFRQWDLQHGLQ
,)56}t%XVLQHVV&RPELQDWLRQV59 This amendment
arises from a post-implementation review of the
VWDQGDUG ,$6% DQG )$6% VKDUH WKH YLHZ WKDW WKH
RULJLQDO GHƄQLWLRQ IDLOV WR FOHDUO\ GLVWLQJXLVK EHWZHHQ
the acquisition of a collection of assets and that of a
business. This has implications for the way in which
LWHPV DUH UHFRJQL]HG DQG PHDVXUHG ,I FRQVLGHUHG
a business, items are consolidated as a subsidiary
DQGYDOXHGDWIDLUYDOXH,IFODVVLƄHGDVDFROOHFWLRQRI
assets, they are measured at cost.
In the light of the above-mentioned post-implementation
review, a number of constituents think that goodwill
VKRXOG VWLOO EH DPRUWL]HG %RWK )$6% LQ LWV UXOHV IRU
VPDOOEXVLQHVVHVDQG,$6%LQLWV,)56}IRU60(VDOORZ
VPDOO EXVLQHVVHV WR DPRUWL]H 7ZR TXHVWLRQV DULVH LQ
this regard: whether this practice should be extended
to listed companies and whether the impairment
DSSURDFKFRXOGEHVLPSOLƄHGWRPDNHWKHDSSOLFDWLRQ
of the standard less onerous. IASB has tentatively
GHFLGHGQRWWRUHLQWURGXFHDPRUWL]DWLRQDQGLVORRNLQJ
DWVLPSOLƄFDWLRQVRIWKHLPSDLUPHQWWHVW
IASB has conducted post-implementation reviews
UHJDUGLQJ,)56}t)DLU9DOXHDQG,)56}t6HJPHQW
Information. Both standards are thought to be working
VXIƄFLHQWO\ZHOODOWKRXJKWKHGLVFORVXUHVOLQNHGWRIDLU
YDOXH PHDVXUHPHQW PDQGDWHG E\ ,)56}  PD\ EH
considered in the light of the Principles of Disclosure
SURMHFW

International Accounting Standards Board
agenda structure and future projects
,$6%KDVGLIƄFXOW\OLPLWLQJWKHQXPEHURILWHPVRQLWV
agenda in order to ensure that its efforts are focused
RQ GHOLYHULQJ SURMHFWV HIƄFLHQWO\ ,Q UHFHQW \HDUV WKH
Board has attempted to resolve this issue and to
address the call for evidence-based standard setting
E\ VSOLWWLQJ LWV DFWLYLWLHV LQWR D  WKH VWDQGDUGVHWWLQJ
59

 ,)56'HƄQLWLRQRIDEXVLQHVV DPHQGPHQWVWR,)56} DYDLOable at KWWSVZZZLIUVRUJSURMHFWVGHƄQLWLRQRID
business/ DFFHVVHG)HEUXDU\ 
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DJHQGD E  WKH UHVHDUFK DJHQGD DQG F  SURMHFWV
in the research pipeline awaiting placement on the
research agenda.
The research agenda is comprised of topics that
FRQVWLWXHQWV KDYH KLJKOLJKWHG WKURXJK WKH WULHQQLDO
DJHQGD FRQVXOWDWLRQ  DV EHLQJ ZRUWK\ RI VWDQGDUG
setting. Staff analyse the topics to see whether there
LV HYLGHQFH RI D ƄQDQFLDO UHSRUWLQJ SUREOHP DQG
ZKHWKHUWKHUHDUHDQ\IHDVLEOHVROXWLRQV*HQHUDOO\D
discussion paper is produced and the Board decides,
based on feedback from the public, whether to move
the topic to the standard-setting agenda.
The topics referred to in the preceding section are
either on the standard-setting agenda or the research
agenda. However, it is worth mentioning the following
two items, which are currently in the research pipeline
DQG ZKLFK KDYH WKH SRWHQWLDO WR JHQHUDWH VLJQLƄFDQW
issues:
•

$ SURMHFW UHJDUGLQJ WKH DPHQGPHQW RI ,$6
 t (PSOR\HH %HQHƄWV ,Q WKH YLHZ RI PRVW
constituents, this standard is largely out
of date: however, all attempts made since
2002 to amend it have proved to be largely
unsuccessful.

•

$ SURMHFW WR UHYLVH WKH UHTXLUHPHQWV IRU
provisions subsequent to changes in the
conceptual framework.

D. ISSUES FOR FIRST-TIME ADOPTERS
*LYHQ WKH KLJK QXPEHU RI ,)56} DGRSWHUV WKHUH LV D
reasonable amount of information available concerning
WKH FRVWV DQG EHQHƄWV RI DGRSWLQJ ,)56 $XVWUDOLD
Canada, the European Commission, Japan and the
Republic of Korea have all conducted evaluations and
PDGHWKHLUUHVXOWVSXEOLF*HQHUDOO\WKHH[WHQWRIWKH
FRVWV DQG WKHLU QDWXUH GHSHQG RQ WKH W\SH RI *$$3
qSUHGHFHVVRU *$$3r  WKDW WKH ,)56} UHSODFHV ,Q D
FRXQWU\VXFKDVWKH8QLWHG.LQJGRPRI*UHDW%ULWDLQ
and Northern Ireland, where accounting requirements
have historically been geared towards investor needs,
the cost to preparers can be relatively small.
The main driver of cost seems to be the extent to
ZKLFK ƄQDQFLDO UHSRUWLQJ LV LPSOLFDWHG LQ RWKHU OHJDO
issues. In the United States of America, litigation is a
VLJQLƄFDQWƄQDQFLDOULVNIRUFRUSRUDWLRQVDQGƄQDQFLDO
reporting is, to an extent, shaped by the need not
WR OHDYH DUHDV WR WKH H[HUFLVH RI MXGJPHQW WKDW PD\

be challenged expensively in the courts. In countries
VXFK DV *HUPDQ\ RU 6ZLW]HUODQG ODZPDNHUV KDYH
been concerned about preserving economic stability.
Historically, reporting has been more oriented towards
the perceived needs of the economy than investor
LQIRUPDWLRQ,QDOOMXULVGLFWLRQVƄQDQFLDOUHSRUWLQJKDV
implications for taxation, although such implications
YDU\VLJQLƄFDQWO\IURPRQHMXULVGLFWLRQWRDQRWKHU
:KLOH WKHUH DUH PDQ\ YDULDQWV RI QDWLRQDO *$$3 WKH
two main ones are the common law and the code law
models. Broadly speaking, the common law model
emerged in the second half of the nineteenth century
as a function of the Industrial Revolution, with the
DUULYDORIWKHOLVWHGFRPSDQ\KDYLQJDVLJQLƄFDQWHIIHFW
This model started with a minimal legal framework
DQG VLJQLƄFDQW HODERUDWLRQ RI EHVW SUDFWLFH UXOHV E\
accounting professionals.
The code law model owes its origins to seventeenthFHQWXU\ )UDQFH DQG D SHUFHLYHG QHHG WR LPSRVH
accounting requirements on businesses to encourage
stability in the economy and, in particular, to reduce
WKHULVNRIEDQNUXSWF\7KH)UHQFKPRGHOZDVWDNHQXS
LQ VRPH *HUPDQ 6WDWHV DQG ZDV HYHQWXDOO\ FRGLƄHG
E\)UDQFHWKURXJKWKH&RPPHUFLDO&RGHZKLFK
was used in several States temporarily controlled by
Napoleon.
Certain theorists have suggested that national
accounting models develop over time, partly through
companies “borrowing” ideas and legislation from
each other and partly through legislators responding
to events in their own country.60 In that sense, there
is nothing new about the ever-wider adoption of
,)56WKHSUDFWLFHRIXVLQJUXOHVGHYHORSHGHOVHZKHUH
goes back to the beginning of accounting legislation.
Accounting rules across the world have tended to
be based on cultural, colonial and economic links
and relate mostly to one or other of the two abovementioned models.
Taxation is also part of this evolutionary process. In the
8QLWHG.LQJGRPRI*UHDW%ULWDLQDQG1RUWKHUQ,UHODQG
income tax was introduced in the late eighteenth
FHQWXU\LQRUGHUWRƄQDQFHWKHZDUVDJDLQVW)UDQFH$V
such, it predated the creation of national accounting
requirements by at least 50 years. Consequently, an
60

 )RUH[DPSOHVHH%DXGRW/DQG:DOWRQ3,QƅXHQFHV
on the Standard-Setting and Regulatory Process, in van
Mourik C and Walton P, eds., 7KH5RXWOHGJH&RPSDQLRQWR
Accounting, Reporting and Regulation, Routledge, Abingdon: 318–338.
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HQWLUHO\GLIIHUHQWVWUHDPRIOHJLVODWLRQDQGMXULVSUXGHQFH
ZDV GHYHORSHG LQ WKH 8QLWHG .LQJGRP RI *UHDW
Britain and Northern Ireland. This situation should be
contrasted with continental Europe, where taxation
of this kind began to be considered only in the late
QLQHWHHQWKFHQWXU\DQGZDVJLYHQDPDMRULPSHWXVE\
WKH )LUVW :RUOG :DU ,Q FRQWLQHQWDO (XURSH WD[DWLRQ
DUULYHGVLJQLƄFDQWO\ODWHUWKDQDQGZDVWKHUHIRUHEXLOW
on, national accounting laws.
3UREOHPVUHODWHGWRWKHƄUVWWLPHDGRSWLRQRI,)56}DUH
W\SLFDOO\ PRVW VHYHUH ZKHUH WKH SUHGHFHVVRU *$$3
LV PRVWO\ KHDYLO\ LQƅXHQFHG E\ WKH FRGH ODZ PRGHO
*RYHUQPHQWVPD\ZHOOKDYHWRFUHDWHDQHQWLUHO\QHZ
OD\HURIOHJLVODWLRQ DVWKH(XURSHDQ8QLRQGLG WRWDNH
listed company reporting out of the private company
framework that is embedded deeply in the law.
3XEOLVKHGVWXGLHVRQƄUVWWLPHDGRSWLRQRI,)56}SRLQW
to a number of issues. Japan has not yet adopted
,)56} EXW SHUPLWV OLVWHG FRPSDQLHV WR GR VR RQ D
voluntary basis. In one survey of Japanese adopters,61
it is noted that those most interested in adoption
DUH HQWLWLHV ZLWK VLJQLƄFDQW RYHUVHDV RSHUDWLRQV RU
VLJQLƄFDQWIRUHLJQLQYHVWRUV,QFRQWUDVWPHGLXPVL]HG
FRPSDQLHV LQ )UDQFH ZLWK QR DFWLYLWLHV RXWVLGH WKH
country have suggested that adoption only disrupts
communication with their shareholders.62
7KH VWXGLHV JHQHUDOO\ FRQFXU WKDW ƄUVWWLPH DGRSWLRQ
LQYROYHVVLJQLƄFDQWWUDQVLWLRQDOFRVWVJHQHUDWHGE\WKH
FUHDWLRQ RI D SURMHFW WHDP WR PDQDJH WKH WUDQVLWLRQ
Typically, new staff or outside consultants are hired to
redesign internal systems to provide the information
UHTXLUHGIRU,)56}ƄQDQFLDOVWDWHPHQWV,QDVWHDG\VWDWH
ƄUVWWLPHDGRSWHUVZLOOSUREDEO\KDYHKLJKHUUHSRUWLQJ
costs as a result of the need to recruit more highly
TXDOLƄHGVWDIIDQGWRGLVVHPLQDWHPRUHLQIRUPDWLRQWR
investors. Their securities should, however, be more
accurately priced in the market.
In terms of the technical content of the standards, the
DLP RI ,)56}  t )LUVW 7LPH $GRSWLRQ RI ,QWHUQDWLRQDO
)LQDQFLDO5HSRUWLQJ6WDQGDUGVLVWRHQVXUHWKDWƄQDQFLDO
statements show a position as if the entity in question
KDGDOZD\VXVHG,)56,IWKHHQWLW\GRHVQRWKDYHORQJ
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OLYHG DVVHWV DQG GRHV QRW XVH ƄQDQFLDO LQVWUXPHQWV
that need to be valued at fair value, the transition may
not be too complicated. However, it is not always easy
to establish the historical cost if company records are
QRW VWUXFWXUHG LQ WKH ULJKW ZD\ DQG ,)56} ODFN DQ\
guidance on how to address less than extreme levels
RILQƅDWLRQ:KHUHIDLUYDOXHLVUHTXLUHG,)56}GRQRW
permit the use of hindsight to establish past fair values
DQGWKHUHPD\QRWEHPDUNHWVLQHYHU\MXULVGLFWLRQWR
establish reliable current values. The standards do,
however, incorporate some exceptions and practical
expedients to deal with most of these issues.
Member States continue to encounter challenges as a
SDUWRIWKHSURFHVVRILPSOHPHQWLQJ,)56LQFOXGLQJD
lack of regulatory backing; the weak nature, or absence
of, institutions empowered to enforce implementation;
the lack of a critical mass of professional accountants
DQG H[SHUWV LQ UHODWHG ƄHOGV VXFK DV DFWXDULHV DQG
the scarcity of books and other training materials in
languages other than English. Regional accounting
standard setters face implementation challenges such
DVPHPEHUFRXQWULHVLQWKHLUUHVSHFWLYHMXULVGLFWLRQV
DW YDU\LQJ VWDJHV LQ WKH LPSOHPHQWDWLRQ RI ,)56
capital markets at different stages of development and
with different information needs; and the lack of legal
authority to promote the consistent implementation of
,)56}RQDUHJLRQDOEDVLV

E. INTERNATIONAL FINANCIAL
REPORTING STANDARD FOR SMALL
AND MEDIUM-SIZED ENTITIES
7KH ,)56} IRU 60(V ZDV ƄUVW LVVXHG LQ  ZLWK D
slightly revised version coming into force in 2015. It
is a stand-alone, comprehensive basis for accounting
WKDWGRHVQRWLQYROYHDQ\UHIHUHQFHEDFNWRIXOO,)56
from which it differs in several ways. IASB has pledged
to amend the standard only at intervals of at least three
\HDUVDQGWKHQRQO\WRLQFRUSRUDWHQHZ,)56}WKDWDUH
DOUHDG\EHLQJLPSOHPHQWHG%DVHGRQWKH)RXQGDWLRQpV
MXULVGLFWLRQSURƄOHVWKH,)56}IRU60(VLVUHTXLUHG
or permitted in 86 countries.63 7KH ,)56} IRU 60(V
LV QRW KRZHYHU DXWKRUL]HG IRU XVH LQ WKH (XURSHDQ
Union, not least because, in some regards, it does not
comply with European Union Directive 2013/34/EU on

61

 -DSDQ )LQDQFLDO 6HUYLFHV $JHQF\  ,)56} $GRSWLRQ
Report  $SULO DYDLODEOH DW KWWSVZZZIVDJRMSHQ
news/2015/20151113-1/01.pdf.

62

 0DVFD(,QƅXHQFHRIFXOWXUDOIDFWRUVLQDGRSWLRQRIWKH
,)56} IRU 60(VProcedia Economics and Finance, 3: 567–
575. Available at https://tinyurl.com\GDI[VQ DFFHVVHG
})HEUXDU\ 

63

 ,)56} )RXQGDWLRQ G ,)56} )RXQGDWLRQ XSGDWHV MXULVGLFWLRQSURƄOHVWRUHƅHFWGHFLVLRQE\$IULFDQFRXQWULHVWR
DGRSW ,)56} VWDQGDUGV IURP  } -DQXDU\ $YDLODEOH DW
https://www.ifrs.org/news-and-events/2018/01/ifrs-founGDWLRQXSGDWHVMXULVGLFWLRQSURƄOHVWRUHƅHFWGHFLVLRQE\
17-african-countries/ DFFHVVHG}-DQXDU\ 
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WKHDQQXDOƄQDQFLDOVWDWHPHQWVFRQVROLGDWHGƄQDQFLDO
statements and related reports of certain types of
XQGHUWDNLQJV 7KH 8QLWHG .LQJGRP RI *UHDW %ULWDLQ
DQG 1RUWKHUQ ,UHODQG GRHV KRZHYHU XVH D PRGLƄHG
form of the standard for smaller companies.
7KH ,)56} )RXQGDWLRQ KDV PDGH WKH ,)56} IRU 60(V
available in a large number of languages and the
,)56}(GXFDWLRQ,QLWLDWLYHKDVEHHQSXEOLVKLQJVXSSRUW
PRGXOHVIRUHDFKSDUWRIWKH,)56}IRU60(V64

First-time adoption
There is very little information available on the adoption
RIWKH,)56}IRU60(VDQGQRV\VWHPDWLFSURIHVVLRQDO
studies would seem to have been carried out in
WKDW UHJDUG +RZHYHU WKHUH LV D VLJQLƄFDQW ERG\ RI
academic literature concerning potential adoption in
(XURSH7KLVVLWXDWLRQUHƅHFWVWKHIDFWWKDWZKLOHWKHUH
LVDFORVHUHODWLRQVKLSEHWZHHQWD[UXOHVDQGƄQDQFLDO
UHSRUWLQJE\60(VLQPDQ\MXULVGLFWLRQVWKH,)56}IRU
60(VVSHFLƄFDOO\H[FOXGHVWKHDSSOLFDWLRQRIWD[UXOHV
In the literature, it is noted that the comparability of
ƄQDQFLDOVWDWHPHQWVZKLFKXQGHUSLQVIXOO,)56LVQRW
so important for SMEs, although regulators suggest
that use of the standard does help to encourage
inward investment.
The main implementation cost is seen as being the
training of accounting staff and the use of experts
to improve systems and, potentially, to retain some
separate tax-related records. Such training drives up
accounting costs and owners of SMEs are generally
reluctant to allocate resources thereto.

The next revision of the International Financial
Reporting Standard for Small and Mediumsized Entities
There is no update currently in the pipeline. In
2016, IASB voted to begin the next update process
early in 2019. The work plan envisages a call for
information in 2019 and the issue of a new update
in 2020 for subsequent implementation. There is an
60(,PSOHPHQWDWLRQ*URXSZKLFKYHU\RFFDVLRQDOO\
issues question-and-answer material to clarify the
standard and which will handle the next update. The
updating process generally consists of an initial call for
64

 ,)566HSWHPEHU,)56}IRU60(VXSGDWHDYDLOable at https://www.ifrs.org/supporting-implementation/supporting-materials-for-the-ifrs-for-smes/ifrs-for-smes/september-2018-ifrs-for-smes-update/ DFFHVVHG)HEUXDU\ 

LQIRUPDWLRQ FRPSDUDEOH WR WKH SRVWLPSOHPHQWDWLRQ
UHYLHZ SURFHVV  IURP FRQVWLWXHQWV WR LGHQWLI\ DQ\
RSHUDWLRQDO GLIƄFXOWLHV 7KH IHHGEDFN LQ WKLV UHJDUG
LV DQDO\VHG DORQJ ZLWK WKH FKDQJHV LQ IXOO ,)56} WKDW
have taken place since the last update, and the
,PSOHPHQWDWLRQ*URXSWKHQPDNHVUHFRPPHQGDWLRQV
to IASB. IASB due process is subsequently followed,
with proposed changes being made available for
comment prior to the issue of a new standard.
The standards referred to in section C of this
chapter will normally be candidates for review by
WKH ,PSOHPHQWDWLRQ *URXS DV D SDUW RI WKH 
XSGDWH+RZHYHUƄQDQFLDOLQVWLWXWLRQVDQGLQVXUDQFH
FRPSDQLHVDUHQRWDOORZHGWRXVHWKH,)56}IRU60(V
VRLWVKRXOGQRWEHDIIHFWHGE\,)56}7KHH[LVWLQJ
,)56}IRU60(VLQFOXGHVOLPLWHGJXLGDQFHRQƄQDQFLDO
instruments as used by commercial companies, and
WKLVPD\FKDQJHVOLJKWO\DVDUHVXOWRIWKHƄQDOL]DWLRQ
RI,)56}
+RZHYHU,)56}DQG,)56}ZRXOGQRUPDOO\DSSO\
in some form to SMEs. SMEs would be expected
WR EH VLJQLƄFDQW XVHUV RI OHDVH ƄQDQFH DQG WKH\
PD\ EH PRUH DIIHFWHG E\ ,)56}  WKDQ PDQ\ ODUJHU
companies. What constitutes a material leased asset
PD\GLIIHUGHSHQGLQJRQWKHJLYHQFRQWH[W 60(VRU
OLVWHGFRPSDQLHV 

F. CONCLUSIONS
As highlighted in this chapter, preparers, auditors
DQG XVHUV RI ƄQDQFLDO VWDWHPHQWV DUH IDFLQJ ZKDW LV
SUREDEO\ WKHLU PRVW GLIƄFXOW WUDQVLWLRQ VLQFH DGRSWLQJ
,)56 7KH LQWHUQDWLRQDO VWDQGDUG VHWWHU KDV LVVXHG
IRXU PDMRU VWDQGDUGV WKDW PD\ UHTXLUH D VLJQLƄFDQW
UHRUJDQL]DWLRQ RI V\VWHPV DQG PD\ FKDQJH SULPDU\
ƄQDQFLDO VWDWHPHQWV IRU VRPH FRPSDQLHV ,QVXUDQFH
companies are confronted with the biggest challenge
RI DOO ZLWK WKH YDVW PDMRULW\ KDYLQJ WR GHDO ZLWK D
wholesale change in the way they report insurance
contracts: preparation in this regard will be intensive
and probably expensive.
%RWK LQVXUDQFH FRPSDQLHV DQG ƄQDQFLDO LQVWLWXWLRQV
also face an overhaul of the way they account for
ƄQDQFLDOLQVWUXPHQWV7KHUHTXLUHPHQWVRI,)56}ZLOO
EULQJQRWRQO\VLPSOLƄFDWLRQDQGJUHDWHUƅH[LELOLW\EXW
also a radical change to credit-loss provisioning. The
need to forecast credit loss will be a challenge for all
SDUWLFLSDQWVSUHSDUHUVDXGLWRUVDQGXVHUVLQWKHƄHOG
RIEDQNƄQDQFLDOUHSRUWLQJ
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9LUWXDOO\DOOFRPSDQLHVDUHDIIHFWHGE\,)56}WKRVH
with contracts that cover more than one component
may have to change their systems and there may be
D WUDQVLWLRQDO DIIHFW ,)56}  LV QRW OLNHO\ WR FKDQJH
lessor accounting, but those companies that lease
DVVHWV PD\ ZHOO ƄQG WKDW WKH OHDVHV ZLOO FRPH RQ WR
the balance sheet.
7KH,)56})RXQGDWLRQLVDVVLVWLQJZLWKLPSOHPHQWDWLRQ
by conducting numerous presentations, webinars
and other outreach activities, and has set up
WUDQVLWLRQ UHVRXUFH JURXSV UHJDUGLQJ WKH PDMRU
issues. Some enforcers have also published
JXLGDQFH,QSDUWLFXODUWKH,QWHUQDWLRQDO2UJDQL]DWLRQ
of Securities Commissions has published its 2016
Statement on Implementation of New Accounting
Standards. The Statement highlights the need both
to assess the potential impact of standards and to
alert stakeholders to their likely effects on individual
FRPSDQLHVpIXWXUHƄQDQFLDOSRVLWLRQVDQGUHVXOWVDQG
issues that should be considered in implementation,
disclosure and audit.
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1DWLRQDO VWDQGDUG VHWWHUV PD\ ZHOO ƄQG LW ZRUWKZKLOH
to create special working groups to liaise with the
,)56} )RXQGDWLRQ LPSOHPHQWDWLRQ WHDP DQG WR KHOS
KDQGOH WKH LPSOHPHQWDWLRQ RI WKHVH PDMRU QHZ
VWDQGDUGVLQWKHLURZQMXULVGLFWLRQ0RVWZLOOQHHGWR
work with preparers and auditors to ensure that the
local language version of the standards is accurate
DQGWKDWHQWLWLHVKDYHLGHQWLƄHGDQ\SRWHQWLDOSUREOHPV
and sought solutions thereto. Businesses may well
KDYH VLJQLƄFDQW V\VWHP FKDQJHV DQG WKHVH QHHG WR
be addressed early on in the implementation process.
2QFHWKHVWDQGDUGVDUHLQXVHWKHUHPD\EHDQHHG
WRFRPPXQLFDWHZLWKHQIRUFHUVDQGXVHUVRIƄQDQFLDO
statements to help ensure a smooth transition.
7KLVJURXSRIVWDQGDUGVUHSUHVHQWVWKHODVWRIWKHPDMRU
UHIRUPV DULVLQJ IURP WKH SURMHFW WR LPSURYH ERWK WKH
,)56}DQGFRQYHUJHQFHZLWK)$6%LQWKH8QLWHG6WDWHV
RI$PHULFD2QFHWKHVHUHIRUPVKDYHEHHQDEVRUEHG
WKHLQWHUQDWLRQDOVWDQGDUGVHWWHUpVSURJUDPPHIRUWKH
immediate future will be oriented more towards the
maintenance and improvement of existing standards.
IASB is focused on improving communication and
ƄOOLQJLQJDSV
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CHAPTER II.
REVIEW OF THE PRACTICAL IMPLEMENTATION OF
INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS
This chapter contains a summary of recent developments
regarding the international public sector accounting
VWDQGDUGV ,36$6 DQGDUHYLHZRIWKHSURFHVVRIWKHLU
adoption around the world. In addition, this chapter
highlights forthcoming standards, progress concerning
accrual-based IPSAS globally and selected key practical
issues that may arise during implementation. Practical
challenges may emerge with regard to regulatory context,
institutional arrangements, changes in and updating of
LQIRUPDWLRQ WHFKQRORJ\ ,7  WHFKQLFDO DFFRXQWLQJ DQG
ƄQDQFLDOUHSRUWLQJLVVXHVDQGFKDOOHQJHVDULVLQJIURPWKH
broader development of the public sector accounting
profession, in particular skills development.

Adoption may entail the coexistence of different
sets of standards: for example, IPSAS requirements
PD\ EH HPEHGGHG LQ ORFDO UHJXODWLRQV 2YHU WLPH
a convergence process may see accounting
requirements “converging” towards the same
principles. The process of convergence may be
carried out through a step-by-step implementation of
changes of international standards in a local context.
Convergence may take place between IPSAS and
ORFDODFFRXQWLQJDQGƄQDQFLDOUHSRUWLQJUHTXLUHPHQWV
within the public sector or between various levels
RI UHSRUWLQJ IRU H[DPSOH FHQWUDO *RYHUQPHQW DQG
municipalities within a single country.

IPSAS are designed for application by national, regional
DQGORFDO*RYHUQPHQWVDQGUHODWHGJRYHUQPHQWHQWLWLHV
Convergence of accounting practices and systems
across borders should establish a largely homogenous
basis for underlying assumptions regarding accounting
DQGƄQDQFLDOUHSRUWLQJ65 IPSAS serve as a mechanism
WKDWDOORZVIRUPRUHKRPRJHQRXVSXEOLFVHFWRUƄQDQFLDO
reporting across different countries. In addition, IPSAS
can also be a tool for establishing homogeneity in
DFFRXQWLQJDQGƄQDQFLDOUHSRUWLQJZLWKLQDFRXQWU\IRU
example between municipal and central government
reporting levels.

The basis of proper sequencing is a proper
XQGHUVWDQGLQJ RI WKH H[LVWLQJ ƄQDQFLDO PDQDJHPHQW
system in a given local context.67 /RFDO YDULDEOHV
DQG FRQGLWLRQV LQƅXHQFH WKH ,36$6 LPSOHPHQWDWLRQ
process. Nevertheless, the adoption of the standards
by countries across the globe has increasing brought
them to the attention of other States.68

A. BACKGROUND TO INTERNATIONAL
PUBLIC SECTOR ACCOUNTING
STANDARDS
,QWHUQDWLRQDO KDUPRQL]DWLRQ DQG FRQYHUJHQFH LQ WKH
area of public sector accounting is currently driven
through the adoption of IPSAS at the national level.
In public sector accounting research, “adoption”
has been described as a process involving the
incorporation of the requirements of international
standards, such as IPSAS, into local regulations.66

2YHU WKH ODVW WZR GHFDGHV WKH ,QWHUQDWLRQDO 3XEOLF
6HFWRU $FFRXQWLQJ 6WDQGDUGV %RDUG ,36$6% 
and its IPSAS have increasingly become a point
RI UHIHUHQFH IRU LQWHUQDWLRQDO VWDQGDUGL]DWLRQ ZLWKLQ
WKH ƄHOG RI SXEOLF VHFWRU DFFRXQWLQJ ,36$6% LV DQ
independent standard-setting board that operates
XQGHUWKHDXVSLFHVRIWKH,QWHUQDWLRQDO)HGHUDWLRQRI
$FFRXQWDQWV ,)$& 
,QLWVHDUO\VWDJHVGXULQJWKHVKDUPRQL]DWLRQLQ
the area of public sector accounting was undertaken
EHFDXVH RI ULVLQJ FRQFHUQ WKDW VFDQW ƄQDQFLDO GDWD
67

68
65

 %UXVFD,DQG0DUWÊQH]-&$GRSWLQJ,QWHUQDWLRQDO3XElic Sector Accounting Standards: A challenge for modernL]LQJDQGKDUPRQL]LQJSXEOLFVHFWRUDFFRXQWLQJ,QWHUQDWLRQDO
5HYLHZRI$GPLQLVWUDWLYH6FLHQFHV  t

66

See for example, Pacter P, 2005, What exactly is converJHQFH" ,QWHUQDWLRQDO -RXUQDO RI $FFRXQWLQJ $XGLWLQJ DQG
3HUIRUPDQFH(YDOXDWLRQ t t$YDLODEOHDWKWWSV
ZZZLDVSOXVFRPHQELQDU\UHVRXUFHLMDDSHSGI

Bietenhader D and Bergmann A, 2010, Principles for seTXHQFLQJSXEOLFƄQDQFLDOUHIRUPVLQGHYHORSLQJFRXQWULHV,QWHUQDWLRQDO3XEOLF0DQDJHPHQW5HYLHZ  t$YDLODEOH DW KWWSFLWHVHHU[LVWSVXHGXYLHZGRFGRZQORDG"GRL
 UHS UHS W\SH SGI

 6HH IRU H[DPSOH $VVRFLDWLRQ RI &HUWLƄHG &KDUWHUHG $FFRXQWDQWV $&&$   >,QWHUQDWLRQDO 3XEOLF 6HFWRU $FFRXQWLQJ6WDQGDUGV@,36$6LPSOHPHQWDWLRQFXUUHQWVWDWXV
and challenges. Available at https://www.accaglobal.com/
FRQWHQWGDP$&&$B*OREDO7HFKQLFDOSXEVHFWSL,36$6
implementation-current-status-and-challenges.pdf; and BrXVFD,DQG0DUWÊQH]-&$GRSWLQJLQWHUQDWLRQDOSXEOLF
VHFWRUDFFRXQWLQJVWDQGDUGV$FKDOOHQJHIRUPRGHUQL]LQJ
DQGKDUPRQL]LQJSXEOLFVHFWRUDFFRXQWLQJInternational ReYLHZRI$GPLQLVWUDWLYH6FLHQFHV  t
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existed for public sector entities and government
RUJDQL]DWLRQV $Q LQFUHDVLQJ DZDUHQHVV RI WKH ODUJH
amounts of funds held and managed in the public
VHFWRUUHVXOWHGLQDJURZLQJQHHGIRUEHWWHUƄQDQFLDO
accountability within the public sector.69 Improving
accounting practices became an integral part of the
new public management70 movement from the 1990s
onwards.71
Since 1997, IPSASB has developed and issued a
suite of accrual-based IPSAS72 and a cash-basis
IPSAS.73 The IPSAS Handbook of Pronouncements
FDQEHGRZQORDGHGIURPWKH%RDUGpVZHEVLWH74 The
ƄUVW ,36$6 ZHUH SXEOLVKHG LQ 0D\  7KH\ ZHUH
primarily based on IAS and incorporated the accrual
PHWKRGRIDFFRXQWLQJ7KH2UJDQL]DWLRQIRU(FRQRPLF
&RRSHUDWLRQ DQG 'HYHORSPHQW 2(&' 75 was an
HDUO\DGRSWHURI,36$6LVVXLQJLWVƄUVWVHWRI,36$6
FRPSOLDQWƄQDQFLDOVWDWHPHQWVLQ$QRWKHUHDUO\
,36$6 DGRSWHU ZDV WKH 6ZLVV )HGHUDO *RYHUQPHQW
which implemented them in around 2007.76 Moreover,
*HQHYD DQG =XULFK KDG DOPRVW FRPSOHWHG ,36$6
implementation by that time.77
,QDGGLWLRQWRƄQDQFLDOUHSRUWLQJVWDQGDUGV,36$6%KDV
developed three recommended practice guidelines on:
UHSRUWLQJRQWKHORQJWHUPVXVWDLQDELOLW\RIDQHQWLW\pV

69

See, for example, Aggestam Pontoppidan C and Andernack I, 2016, Interpretation and Application of IPSAS,
Wiley.

70

The term “new public management” was established in the
late 1980s to denote a new emphasis on the importance of
management and “production engineering” in public service
delivery, often linked to principles of economic rationalism.
See Hood C, 1989, Public administration and public policy:
Intellectual challenges for the 1990s, Australian Journal of
Public Administration  t

71

Hood C, 1995, The “new public management” in the 1980s:
9DULDWLRQVRQDWKHPHAccounting, Organizations and Society  t

72

 )RU WKH IXOO VHW RI ,36$6 VHH ,QWHUQDWLRQDO 3XEOLF 6HFWRU
$FFRXQWLQJ 6WDQGDUGV %RDUG ,36$6%  3XEOLFDWLRQV DQG
resources. Available at https://www.ipsasb.org/publicationsresources DFFHVVHG-DQXDU\ 

73

See IPSASB, Revised cash-basis IPSAS.

74

 ,)$&  Handbook of International Public Sector Accounting Pronouncements.

ƄQDQFHVƄQDQFLDOVWDWHPHQWGLVFXVVLRQDQGDQDO\VLV
and reporting service performance information.
Since 2004, IPSASB has been operating as an
independent standard-setting board, dedicated to
developing high-quality IPSAS, guidance papers and
other resources for use by public sector entities around
WKH ZRUOG IRU JHQHUDO SXUSRVH ƄQDQFLDO UHSRUWLQJ
,Q 2FWREHU  ,36$6% LVVXHG WKH ƄUVW JOREDO
conceptual framework for public sector entities. The
framework underpins IPSASB standard-setting and
JXLGDQFH GHYHORSPHQW DFWLYLWLHV *HQHUDO SXUSRVH
ƄQDQFLDOUHSRUWLQJVWDQGDUGVDUHGHƄQHGLQWKH,36$6%
FRQFHSWXDOIUDPHZRUNDVƄQDQFLDOUHSRUWVLQWHQGHGWR
meet the information needs of users who are unable
WRUHTXLUHWKHSUHSDUDWLRQRIƄQDQFLDOUHSRUWVWDLORUHG
WRPHHWWKHLUVSHFLƄFLQIRUPDWLRQQHHGV78
7KH NH\ VWUDWHJLF REMHFWLYH RI WKH  ,36$6%
forward strategy79 LV WR VWUHQJWKHQ SXEOLF ƄQDQFLDO
management and knowledge globally through the
increased adoption of accrual-based IPSAS.

Current International Public Sector Accounting
Standard-development process
IPSASB follows a certain due process and certain
working procedures in promulgating IPSAS. When
developing such standards, IPSASB adheres to very
structured and public due process. This process
provides the opportunity for all those interested in
ƄQDQFLDO UHSRUWLQJ LQ WKH SXEOLF VHFWRU LQFOXGLQJ
those preparers and users directly affected by
IPSAS, to make their views known to IPSASB and to
consequently have them considered as a part of the
standard-setting development process.
Exposure drafts of all proposed IPSAS are developed,
XVXDOO\ZLWKLQSXWIURPDWDVNIRUFHRUSURMHFWDGYLVRU\
panel and are available for download from the
IPSASB website. Comments received through the
exposure draft process are considered by IPSASB
and are publicly available on its website. At a more
general level, agenda papers, including issues papers
and draft international standards, are posted online
in advance of each IPSASB meeting, along with,

75

 7KHVHWRI2UJDQL]DWLRQIRU(FRQRPLF&RRSHUDWLRQDQG
'HYHORSPHQW 2(&' ,36$6FRPSOLDQWƄQDQFLDOVWDWHPHQWV
is available at http://www.oecd.org/about/budget/externalDXGLWRUƄQDQFLDOVWDWHPHQWVSGI.

78

76

 %HUJPDQQ$7KHLQƅXHQFHRIWKHQDWXUHRIJRYHUQPHQW
accounting and reporting in decision-making: Evidence from
6ZLW]HUODQGPublic Money and Management,  t

77

Ibid.

79

IPSASB, 2014, The conceptual framework for general purSRVH ƄQDQFLDO UHSRUWLQJ E\ SXEOLF VHFWRU HQWLWLHV )LQDO SURQRXQFHPHQW2FWREHUSDUD

 ,36$6%  7KH ,36$6%pV VWUDWHJ\ IRU  )RUZDUG
/HDGLQJWKURXJKFKDQJH6HSWHPEHU
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following approval by IPSASB, the minutes of the
immediately preceding meeting.80

dates of its upcoming, meetings are available to the
public.86

International Public Sector Accounting
Standards Board institutional arrangements
and standing

Another outcome of the IPSASB governance review
was the establishment of a separate Consultative
$GYLVRU\ *URXS87 7KH UROH RI WKH $GYLVRU\ *URXS LV
to enable IPSASB to receive direct feedback from
interested public and private sector institutions,
especially those engaged in the preparation, audit or
HYDOXDWLRQ RI SXEOLF VHFWRU ƄQDQFLDO VWDWHPHQWV RQ
their strategy, work programme and standard-setting
activities. The Public Interest Committee oversees the
ZRUNRIWKH$GYLVRU\*URXSZLWKZKLFK,36$6%PXVW
FRQVXOWUHJDUGLQJWKHLGHQWLƄFDWLRQDQGSULRULWL]DWLRQRI
IXWXUHSURMHFWV

2YHU WKH ODVW IHZ GHFDGHV ,36$6% KDV XQGHUJRQH
YDULRXV UHIRUPV ,WV SUHGHFHVVRU WKH ,)$& 3XEOLF
6HFWRU &RPPLWWHH KHOG LWV ƄUVW PHHWLQJ EDFN LQ
1987. The Committee became IPSASB in 2004,81
ZLWKUHYLVHGWHUPVRIUHIHUHQFHUHƅHFWLQJWKHIDFWWKDW
the IPSASB mandate would focus on developing and
issuing IPSAS.82
In order to strengthen IPSASB governance
DUUDQJHPHQWVDQ,36$6%*RYHUQDQFH5HYLHZ*URXS
was formed to propose future internal governance
and oversight arrangements.83 Subsequently, a
governance review of IPSASB was carried out in
2014,84 providing recommendations that strengthened
IPSASB governance arrangements in a timely, costeffective and expeditious manner.85
As a result of those recommendations, the Public
Interest Committee was established in 2015 and is
responsible for providing assurance that IPSASB
standard-setting activities are in the public interest.
7KH PLQXWHV RI WKH &RPPLWWHHpV SDVW DQG WKH

80

 0HHWLQJVDQGDJHQGDSDSHUVDUHLQ(QJOLVKWKHRIƄFLDOZRUNing language of IPSASB.

81

 )RUDKLVWRU\RI,36$6%JRYHUQDQFHUHYLHZVHH,36$6%*RYHUQDQFH5HYLHZ*URXSD7KHIXWXUHJRYHUQDQFHRIWKH
,QWHUQDWLRQDO 3XEOLF 6HFWRU $FFRXQWLQJ 6WDQGDUGV %RDUG ,36$6% 3XEOLFFRQVXOWDWLRQ-DQXDU\$YDLODEOHDWKWWSZZZ
oecd.org/gov/budgeting/IPSASB-Consultation-Paper.pdf.

82

See, for example, Aggestam Pontoppidan C and Andernack
I, 2016, Interpretation and Application of IPSAS, Wiley.

83

 ,36$6%*RYHUQDQFH5HYLHZ*URXSD7KHIXWXUHJRYernance of the International Public Sector Accounting StandDUGV %RDUG ,36$6%  3XEOLF FRQVXOWDWLRQ -DQXDU\ S} LL
Available at http://www.oecd.org/governance/budgeting/
IPSASB-Consultation-Paper.pdf.

84

 2(&'3XEOLFFRQVXOWDWLRQRQWKH,QWHUQDWLRQDO3XEOLF6HFWRU
$FFRXQWLQJ 6WDQGDUGV %RDUG ,36$6%  DYDLODEOH DW http://
ZZZRHFGRUJJRYEXGJHWLQJ,36$6%*RYHUQDQFH5Hview.htm DFFHVVHG-DQXDU\ 

Brief review of current and upcoming
International Public Sector Accounting
Standards
IPSASB has been developing and issuing its suite of
accrual-based IPSAS since 1997. As noted above,
LQ 2FWREHU  ,36$6% LVVXHG WKH ƄUVW JOREDO
conceptual framework for public sector entities. This
framework underpins IPSASB standard-setting and
guidance-development activities. In addition to IPSAS
and the recommended practice guidelines, IPSASB
also publishes other documents. The present section
contains a review of IPSASB work published during
the period 2017–2018.
In April 2018, IPSASB issued its Exposure Draft 65 –
Improvements to IPSAS, 2018. The document contains
proposals for both general improvements to IPSAS,
designed to address issues raised by stakeholders,
DQG} ,)56} FRQYHUJHQFH DPHQGPHQWV )XUWKHUPRUH
in 2018, IPSASB published a consultation document
on its Proposed Strategy and Work Plan 2019–2023.
As a part of the Strategy, the importance of IPSAS
IRU SXEOLF ƄQDQFLDO PDQDJHPHQW LV HPSKDVL]HG
DQG WKH IROORZLQJ VWUDWHJLF REMHFWLYH LV SURSRVHG
q6WUHQJWKHQLQJ SXEOLF ƄQDQFLDO PDQDJHPHQW f
globally through increasing adoption of accrual-based
IPSAS.” In the consultation document, it is stated that
this approach should be supported through the two
following main areas of activity, both of which have
D SXEOLF LQWHUHVW IRFXV D  GHYHORSLQJ ,36$6 DQG
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 ,36$6% *RYHUQDQFH 5HYLHZ *URXS E 7KH IXWXUH
governance of the International Public Sector Accounting
6WDQGDUGV%RDUG ,36$6% ,36$6%*RYHUQDQFH5HYLHZ
*URXStUHFRPPHQGDWLRQV$YDLODEOHDWhttp://www.oecd.
RUJJRYEXGJHWLQJ,36$6%*RYHUQDQFH5HYLHZ*URXS
Recommendations.pdf.
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 6HH 2(&' 3XEOLF ,QWHUHVW &RPPLWWHH DYDLODEOH DW KWWS
ZZZRHFGRUJJRYEXGJHWLQJSLFKWP DFFHVVHG  -DQXDU\ 
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 6HH,36$6%&RQVXOWDWLYH$GYLVRU\*URXSDYDLODEOHDWhttSVZZZLSVDVERUJFDJ DFFHVVHG}-DQXDU\ .
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RWKHUKLJKTXDOLW\ƄQDQFLDOUHSRUWLQJJXLGDQFHIRUWKH
SXEOLFVHFWRUDQG E UDLVLQJDZDUHQHVVRI,36$6DQG
WKH EHQHƄWV RI DFFUXDO DGRSWLRQ88 The consultation
process provides an opportunity for stakeholders
WR FRPPHQW RQ WKH ,36$6% VWUDWHJLF REMHFWLYH
supporting themes and work plan priorities for the
period 2019–2023.89 During the period 2017–2018,
in addition to the consultation document, IPSASB
issued new IPSAS and exposure drafts. This section
focuses on introducing those recent publications.
At the end of 2017, IPSASB issued a revised IPSAS
t )LQDQFLDO 5HSRUWLQJ XQGHU WKH &DVK %DVLV RI
Accounting, which enters into force on 1 January
2019 and with regard to which early adoption is
encouraged. The amendments contained therein seek
to address some of the main barriers that had been
observed regarding the adoption of this standard.
The proposals contained in Exposure Draft 61 –
$PHQGPHQWV WR )LQDQFLDO 5HSRUWLQJ XQGHU WKH &DVK
Basis of Accounting are implemented through the
revised Cash Basis IPSAS.90
IPSAS 40 – Public Sector Combinations was issued
LQ  SURYLGLQJ WKH ƄUVW LQWHUQDWLRQDO DFFRXQWLQJ
UHTXLUHPHQWV WKDW VSHFLƄFDOO\ DGGUHVV WKH QHHGV RI
the public sector when accounting for combinations
RI HQWLWLHV DQG RSHUDWLRQV 7KH VWDQGDUG FODVVLƄHV
public sector combinations as either amalgamations
or acquisitions.
,Q-XQH,36$6%DSSURYHG,36$6t)LQDQFLDO
,QVWUXPHQWV ZKLFK HPEUDFHV D QHZ VLPSOLƄHG
FODVVLƄFDWLRQ DQG PHDVXUHPHQW UHTXLUHPHQWV IRU
ƄQDQFLDODVVHWVDIRUZDUGORRNLQJLPSDLUPHQWPRGHO
DQG D ƅH[LEOH SULQFLSOHEDVHG KHGJH DFFRXQWLQJ
PRGHO,36$6VHHNVWRDOLJQDFFRXQWLQJIRUƄQDQFLDO
LQVWUXPHQWVZLWK,)56}91 and includes proposals for
SXEOLF VHFWRUVSHFLƄF PRGLƄFDWLRQV 7KLV DSSURDFK
builds on public and private sector best practice, while
VHHNLQJWRDGGUHVVVSHFLƄFSXEOLFVHFWRUIHDWXUHV
88

IPSASB, 2018, IPSASB Proposed Strategy and Work Plan
t. &RQVXOWDWLRQ -DQXDU\  S}  DYDLODEOH DW
KWWSVZZZLIDFRUJV\VWHPƄOHVSXEOLFDWLRQVƄOHV,36$6%
Strategy-and-Work-Plan-2019-2023-Consultation.pdf.

89

Ibid.

90

IPSASB, 2016, ([SRVXUH 'UDIW  $PHQGPHQWV WR )LQDQcial Reporting under the Cash Basis of Accounting (the
Cash-Basis IPSAS))HEUXDU\$YDLODEOHDWhttps://www.ifac.
RUJV\VWHPƄOHVSXEOLFDWLRQVƄOHV,36$6%([SRVXUH'UDIW
61-Cash-Basis-IPSAS.pdf.

91

 ,)56 ,)56}  t )LQDQFLDO LQVWUXPHQWV DYDLODEOH DW https://
ZZZLIUVRUJLVVXHGVWDQGDUGVOLVWRIVWDQGDUGVLIUVƄQDQcial-instruments/ DFFHVVHG}-DQXDU\ 

([SRVXUH 'UDIW  t /HDVHV was issued in January
2018. 7KH DLP RI WKH ,36$6% /HDVHV SURMHFW LV
WR DFKLHYH FRQYHUJHQFH ZLWK ,)56}  t /HDVHV
In developing Exposure Draft 64, IPSASB applied
its policy paper on the process for reviewing and
modifying IASB documents. Drawing on this process,
,36$6%SURSRVHVWKHDGRSWLRQRIWKH,)56}ULJKW
of-use model for lessees. However, with regard to
OHVVRUV ,36$6% GHFLGHG QRW WR DGRSW WKH ,)56} 
risks and rewards incidental to ownership model,
opting instead for the right-of-use model. IPSASB
DOVR SURSRVHV QHZ SXEOLF VHFWRUVSHFLƄF JXLGDQFH
on concessionary leases for both lessors and lessees.
([SRVXUH 'UDIW  t 6RFLDO %HQHƄWV ZDV DOVR
released in 2017. The Draft focuses on accounting
IRUWKHGHOLYHU\RIVRFLDOEHQHƄWVVXFKDVUHWLUHPHQW
unemployment and disability, and is designed to
improve consistency, transparency and reporting by
SXEOLFVHFWRUHQWLWLHVRIVRFLDOEHQHƄWVFKHPHVZKLFK
account for a large portion of government expenditure
LQPRVWMXULVGLFWLRQV
)LQDOO\GXULQJWKHtSHULRG,36$6%LVVXHG
two consultation papers, one on accounting for
revenue and non-exchange expenses and the other
RQƄQDQFLDOUHSRUWLQJIRUKHULWDJHLQWKHSXEOLFVHFWRU
7KH ƄUVW RI WKRVH SDSHUV FRQWDLQV GLVFXVVLRQ RI WKH
two following potential approaches to recognition
of revenue for transactions that have performance
obligations or stipulations:
D  The exchange/non-exchange approach, which
PDLQWDLQVWKHSULQFLSOHVFRQWDLQHGLQ,36$6}
– Revenue from Non-exchange Transactions
7D[HVDQG7UDQVIHUV 92EXWZKLFKLGHQWLƄHVƄYH
options for updating IPSAS 23;
E  The public sector performance obligation
approach for revenue, as a part of which
UHYHQXH LV UHFRJQL]HG ZKHQ LGHQWLƄHG
performance obligations have been met.
The consultation paper also focuses on two potential
approaches for recognition of non-exchange
expenses:
D  The extended obligating event approach, which
UHOLHV RQ WKH ,36$6% &RQFHSWXDO )UDPHZRUN
92

IPSASB, 2017a, &RQVXOWDWLRQ 3DSHU $FFRXQWLQJ IRU 5HYHQXH
DQG 1RQH[FKDQJH ([SHQVHV, August, available at https://
www.ifac.org/system/files/publications/files/Accounting-forRevenue-and-Non-Exchange-Expenses-Consultation-Paper.
pdf.
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to determine when a resource provider has a
liability and an expense;
E  The public sector performance obligation
approach for expenses, which mirrors the
equivalent revenue approach but adapted for
non-exchange expenses.
,Q DGGLWLRQ WKH FRQVXOWDWLRQ SDSHU FRYHUV D 
implementation issues regarding recognition of
revenue from capital grants and services in-kind;
E  LQLWLDO DQG VXEVHTXHQW PHDVXUHPHQW RI QRQ
FRQWUDFWXDOUHFHLYDEOHV F VXEVHTXHQWPHDVXUHPHQW
of non-contractual payables.
,Q WKH FRQVXOWDWLRQ SDSHU RQ ƄQDQFLDO UHSRUWLQJ IRU
heritage in the public sector,93 it is argued that:
•

+HULWDJH LWHPVp VSHFLDO FKDUDFWHULVWLFV GR
not prevent them from being assets for the
SXUSRVHVRIƄQDQFLDOUHSRUWLQJ

•

+HULWDJH LWHPV VKRXOG EH UHFRJQL]HG LQ WKH
VWDWHPHQWRIƄQDQFLDOSRVLWLRQLIWKH\PHHWWKH
recognition criteria contained in the Conceptual
)UDPHZRUN

•

B. REVIEW OF CURRENT STATE OF
PRACTICAL IMPLEMENTATION OF
INTERNATIONAL PUBLIC SECTOR
ACCOUNTING STANDARDS
This section contains a review of the current state of
practical implementation of IPSAS globally, drawing on
recent key publications.95 The International Monetary
)XQG ,0)  KDV KLJKOLJKWHG WKDW qDW WKH PDFURƄVFDO
level, the importance of accrual accounting for
macroeconomic policy arises from the fact that it
measures assets and liabilities that are relevant to the
RYHUDOOVWDQFHRIƄVFDOSROLF\DQGƄVFDOVXVWDLQDELOLW\
EXW >WKDW@ DUH QRW PHDVXUHG E\ FDVK DFFRXQWLQJr
0RUHVSHFLƄFDOO\,0)KDVVWDWHGWKDWqZKHUHDVFDVK
accounting measures only conventional debt, accrual
accounting measures other quasi-debt liabilities, such
as accounts payable for the receipt of goods and
services and employee liabilities”.96
&RXQWULHV FDQ RSW WR ƄUVW LPSOHPHQW WKH FDVKEDVLV
IPSAS and then to develop a route for the transition
&RQWHQWPHGLDƄOHSRROSGI; and IPSASB, IPSASB staff podcast on materiality, available at http://www.
ifac.org/news-events/2017-06/ipsasb-staff-podcast-materiality DFFHVVHG-DQXDU\ 

In many cases, it will be possible to assign a
monetary value to heritage assets.

+HULWDJH LWHPV DUH GHƄQHG DV WKRVH LWHPV WKDW DUH
LQWHQGHGWREHKHOGLQGHƄQLWHO\DQGSUHVHUYHGIRUWKH
EHQHƄWRISUHVHQWDQGIXWXUHJHQHUDWLRQVEHFDXVHRI
WKHLUUDULW\DQGRUVLJQLƄFDQFH7KHFRQVXOWDWLRQSDSHU
also discusses:
•

Initial and subsequent measurement of heritage
assets.

•

Whether heritage preservation responsibilities
could involve present obligations for entities,
ZKLFKVKRXOGEHUHFRJQL]HGDVOLDELOLWLHVLQWKH
ƄQDQFLDOVWDWHPHQWV

•

Presentation of information for heritage in
JHQHUDOSXUSRVHƄQDQFLDOUHSRUWV

95

The publications include, but are not limited to: ACCA, 2017, IPSAS implementation: Current status and challenges, available at
KWWSZZZDFFDJOREDOFRPFRQWHQWGDP$&&$B*OREDO7HFKQLcal/pubsect/pi-IPSAS-implementation-current-status-and-challenges.pdf; Ernst and Young, 2012, 2YHUYLHZDQGFRPSDULVRQ
RISXEOLFDFFRXQWLQJDQGDXGLWLQJSUDFWLFHVLQWKH>(XURSHDQ
8QLRQ@ (8 0HPEHU 6WDWHV 3UHSDUHG IRU (XURVWDW $YDLODEOH DW
https://ec.europa.eu/eurostat/documents/1015035/4261806/
study-on-public-accounting-and-auditing-2012.pdf,)$&
,QWHUQDWLRQDO 6WDQGDUGV  *OREDO 6WDWXV 5HSRUW, available
at
KWWSVZZZLIDFRUJV\VWHPƄOHVSXEOLFDWLRQVƄOHV,QWHUQDWLRQDO6WDQGDUGV*OREDO6WDWXV5HSRUWSGI; Cavanagh J,
)O\QQ 6 DQG 0RUHWWL '  Implementing Accrual Accounting in the Public Sector,QWHUQDWLRQDO0RQHWDU\)XQG ,0) )LVcal Affairs Department, Washington, D.C. Available at https://
www.imf.org/external/pubs/ft/tnm/2016/tnm1606.pdf; 2(&'
DQG ,)$&  $FFUXDO 3UDFWLFHV DQG 5HIRUP ([SHULHQFHV LQ
OECD Countries, Paris, available at https://read.oecd-ilibrary.org/
governance/accrual-practices-and-reform-experiences-in-oecdFRXQWULHVBHQSDJH DFFHVVHG  -DQXDU\
  PricewaterhouseCoopers, 2014, Collection of Information
Related to the Potential Impact, including Costs, of ImplementLQJ$FFUXDO$FFRXQWLQJLQWKH3XEOLF6HFWRUDQG7HFKQLFDO$QDO\VLVRIWKH6XLWDELOLW\RI,QGLYLGXDO,36$66WDQGDUGV. Available at
https://ec.europa.eu/eurostat/documents/1015035/4261806/
(36$6VWXG\ƄQDO3Z&UHSRUWSGI; and PricewaterhouseCoopers, 2015, PricewaterhouseCoopers global survey on accounting
DQGUHSRUWLQJE\FHQWUDO*RYHUQPHQWVQGHGLWLRQ7RZDUGVD
QHZ HUD LQ *RYHUQPHQW DFFRXQWLQJ DQG UHSRUWLQJ $YDLODEOH DW
https://www.pwc.com/rw/en/assets/pdf/second-edition-globalsurvey-government.pdf.

96

Khan A and Mayes S, 2009, 7UDQVLWLRQWR$FFUXDO$FFRXQWing ,0) S}  available at https://www.imf.org/external/
pubs/ft/tnm/2009/tnm0902.pdf.

/DVWO\ WKH ,36$6% VWDII KDYH LVVXHG D GRFXPHQW 94
VXPPDUL]LQJWKHH[LVWLQJ,36$6SURYLVLRQVFRQFHUQLQJ
materiality.

93

IPSASB, 2017b, Financial Reporting for Heritage in the Public Sector, April, available at https://www.ifac.org/system/
ILOHVSXEOLFDWLRQVILOHV,36$6%&RQVXOWDWLRQ3DSHU)LQDQcial-Reporting-for-Heritage-in-the-Public-Sector.pdf.

94

IPSASB, 2017c, IPSASB staff questions and answers on
materiality, 21 June, available at http://www.hesabras.com/

31

INTERNATIONAL ACCOUNTING AND REPORTING ISSUES 2018 REVIEW

32

to accrual accounting.97 Such a route has also
been echoed by the International Consortium on
*RYHUQPHQWDO)LQDQFLDO0DQDJHPHQW98
,Q D  UHSRUW ,)$& KLJKOLJKWHG WKDW WKH MRXUQH\
WRZDUGV KLJKTXDOLW\ SXEOLF ƄQDQFLDO LQIRUPDWLRQ
EHJLQV ZLWK *RYHUQPHQWV FRPPLWWLQJ WR WKH
LPSOHPHQWDWLRQ RI LQWHUQDWLRQDOO\ UHFRJQL]HG ƄQDQFLDO
reporting standards, such as IPSAS, that support a
FRPSUHKHQVLYHFDSWXUHRIWKHLUƄQDQFLDOSHUIRUPDQFH
DQG SRVLWLRQ )XUWKHUPRUH LQ WKH UHSRUW LW LV VWDWHG
that: “Based on national priorities, resources and
UHOHYDQFH PHPEHU RUJDQL]DWLRQV KDYH WR GHWHUPLQH
the appropriate level and type of actions they should
take to promote and support the adoption of IPSAS.
,)$& LV DVVLVWLQJ PHPEHU RUJDQL]DWLRQV E\ SURYLGLQJ
guidance in developing roadmaps to promote and
support adoption.”99

Overview of implementation
This section provides an overview of IPSAS
implementation status and a number of examples of
implementation in selected countries.100 In its 2015
report, PricewaterhouseCoopers notes101 that the
ELJJHVWVKLIWLQƄQDQFLDOUHSRUWLQJSUDFWLFHVLVH[SHFWHG
LQ $IULFD DQG /DWLQ $PHULFD IROORZHG E\ $VLD ZLWK
PDQ\ *RYHUQPHQWV XQGHUWDNLQJ VXFK D SURMHFW DV
SDUW RI D ZLGHU SXEOLF ƄQDQFH PDQDJHPHQW UHIRUP
often funded by international institutional donors.

97

6HH IRU H[DPSOH %UXVFD , *ÐPH]9LOOHJDV 0 DQG 0RQWHVLQRV93XEOLFƄQDQFLDOPDQDJHPHQWUHIRUPV7KHUROH
of IPSAS in /DWLQ $PHULFD 3XEOLF $GPLQLVWUDWLRQ DQG 'HYHOopment  tDQGBietenhader D and Bergmann A,
3ULQFLSOHVIRUVHTXHQFLQJSXEOLFƄQDQFLDOUHIRUPVLQGHveloping countries, ,QWHUQDWLRQDO3XEOLF0DQDJHPHQW5HYLHZ
   t $YDLODEOH DW http://citeseerx.ist.psu.edu/viewGRFGRZQORDG"GRL  UHS UHS W\SH SGI.

98

 +XJKHV-$FRPSLODWLRQDQGFHUWLƄFDWLRQSURJUDPPH
for developing countries, ,QWHUQDWLRQDO-RXUQDORI*RYHUQPHQW
Financial Management ;,,,   t $YDLODEOH DW https://
www.icgfm.org/wp-content/uploads/2017/06/1-7.pdf.

99

 ,)$&  ,QWHUQDWLRQDO 6WDQGDUGV  *OREDO 6WDWXV
ReportS}DYDLODEOHDWKWWSVZZZLIDFRUJV\VWHPƄOHV
SXEOLFDWLRQVƄOHV,QWHUQDWLRQDO6WDQGDUGV*OREDO6WDtus-Report.pdf.

1. Africa
Africa has been at the forefront of IPSAS adoption,
with several countries intending to formally adopt the
VWDQGDUGV DV SDUW RI ƄQDQFLDO PDQDJHPHQW UHIRUP
programmes. Some of the incentives and programmes
for IPSAS adoption in Africa have been funded by
donors. In the 2015 PricewaterhouseCoopers report,
it was highlighted that 17 countries in Africa have
indicated their intention to move to accrual accounting.

2. Asia–Pacific
)ROORZLQJWKH$VLDFULVLVRIWKHODWHVFRXQWULHV
LQ 6RXWK $VLD HPEDUNHG RQ ƄQDQFLDO PDQDJHPHQW
reforms in the private and public sectors. Some of
countries most affected by the crisis were Indonesia,
WKH5HSXEOLFRI.RUHDDQG7KDLODQG2WKHUFRXQWULHV
were also affected, including Malaysia and the
3KLOLSSLQHV )XQGLQJ IURP GRQRUV VXFK DV ,0) DQG
WKH:RUOG%DQNUHTXLUHGSXEOLFƄQDQFHPDQDJHPHQW
reforms, including the adoption of accrual accounting
standards based on IPSAS. Bangladesh, India, Nepal
and Pakistan adopted standards aligned with cashbased IPSAS.102

3. Eastern Europe
A number of countries in Eastern Europe have
HPEDUNHGXSRQWKHMRXUQH\WRZDUGV,36$6DGRSWLRQ
/LWWOH KDV EHHQ SXEOLVKHG RQ ,36$6 LPSOHPHQWDWLRQ
processes within the region. However, to provide
one example,103WKH*RYHUQPHQWRI$UPHQLDPDGHD
decision to adopt accrual-based IPSAS. The Ministry
RI)LQDQFHWUDQVODWHGWKH,36$6LQWR$UPHQLDQLQ
and then again in 2012. The 2012 translation of the
IPSAS served as a reference for the development of
the Armenian Public Sector Accounting Standards.
According to the World Bank, the Armenian standards
are now being piloted in a number of government
RUJDQL]DWLRQV DQG D WUDLQHUWUDLQLQJ SURJUDPPH
is planned.104 Another example is the Russian
)HGHUDWLRQ ZKLFK KDV ƄQDOL]HG SURSRVDOV IRU WKH
adoption of national accounting rules based on
,36$6 ZLWK WKH DLP RI LQFUHDVLQJ WKH HIƄFLHQF\ DQG

100

 )RU D YHU\ KLJKOHYHO RYHUYLHZ RI DGRSWLRQ LQIRUPDWLRQ SHU
FRXQWU\ VHH ,)$& )LQDQFLDO UHSRUWLQJ VWDQGDUGV DGRSWLRQ
by country. Available at KWWSVZZZLIDFRUJV\VWHPƄOHV
Standards-Adoption-by-Country.pdf.

101

PricewaterhouseCoopers, 2015, PricewaterhouseCoopers
JOREDOVXUYH\RQDFFRXQWLQJDQGUHSRUWLQJE\FHQWUDO*RYHUQPHQWVQGHGLWLRQ7RZDUGVDQHZHUDLQ*RYHUQPHQWDFFRXQWing and reporting. Available at https://www.pwc.com/rw/en/assets/pdf/second-edition-global-survey-government.pdf.

102

ACCA, 2017, IPSAS implementation: Current status and
challenges.

103

Please note that many other countries in this region are also
going ahead with IPSAS adoptions.

104

 6HH,)$&$UPHQLDDYDLODEOHDW https://www.ifac.org/aboutifac/membership/country/armenia DFFHVVHG } -DQXDU\
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effectiveness of government spending. In the 2015
PricewaterhouseCoopers report, it is noted that: “The
process to change the local accounting standards
in the public sector to standards that are broadly
consistent with IPSAS has already been initiated.”105
The initiative, which is being run under the World
%DQN7UHDVXU\'HYHORSPHQW3URMHFWDLPVWRLPSURYH
WKHJRYHUQDQFHRIWKHSXEOLFƄQDQFHVRIWKH5XVVLDQ
)HGHUDWLRQ E\ SUHVHQWLQJ PRUH FRPSOHWH WUXH DQG
IDLU ƄQDQFLDO LQIRUPDWLRQ106 It should be noted that
WKH 5XVVLDQ )HGHUDWLRQ KDV DSSOLHG DFFUXDOVEDVHG
accounting to all public sector entities since 2006.107

4. Latin America and the Caribbean
0XFK RI /DWLQ $PHULFD LV PRYLQJ WRZDUGV DGRSWLQJ
,36$6 LQFOXGLQJ DV D SDUW RI ƄQDQFLDO PDQDJHPHQW
reform programmes promoted and funded by
donors.108 Chile, Colombia and Peru have taken the
lead, having adopted IPSAS in 2018. IPSASB states
WKDWQDWLRQDO*RYHUQPHQWVERGLHVDQGRUJDQL]DWLRQV
LQ %UD]LO &RVWD 5LFD (FXDGRU DQG 3DQDPD KDYH
partially adopted, or plan to adopt, IPSAS in the near
future.109

105

PricewaterhouseCoopers, 2015, PricewaterhouseCoopers
JOREDO VXUYH\ RQ DFFRXQWLQJ DQG UHSRUWLQJ E\ FHQWUDO *RYHUQPHQWV QG HGLWLRQ 7RZDUGV D QHZ HUD LQ *RYHUQPHQW
accounting and reporting. Available at https://www.pwc.
com/rw/en/assets/pdf/second-edition-global-survey-government.pdf.

33

5. Western Europe and Others
7KH2(&'$FFUXDOV6XUYH\RQVHOHFWHGƄQDQFLDO
UHSRUWLQJSUDFWLFHVLQDOO2(&'FRXQWULHVZDVFDUULHG
RXWLQFROODERUDWLRQZLWKWKH,)$&q$FFRXQWDELOLW\1RZr
initiative110 DQG ZDV VHQW WR WKH 0LQLVWULHV RI )LQDQFH
DQG HTXLYDOHQW ERGLHV RI DOO  2(&' FRXQWULHV111
Answers from all 34 Ministries were collected from
November 2015 to June 2016. The results of the
survey112 VKRZ WKDW PRVW 2(&' FRXQWULHV KDYH
UHIRUPHG DQG PRGHUQL]HG WKHLU ƄQDQFLDO UHSRUWLQJ
practices over the last few decades.
The European Commission is currently working to
establish and implement uniform and comparable
accruals-based accounting practices for all
VHFWRUV RI JHQHUDO *RYHUQPHQW LQ (XURSHDQ 8QLRQ
Member States. In that regard, Eurostat launched
a public consultation on the suitability of IPSAS for
(XURSHDQ 8QLRQ 0HPEHU 6WDWHV LQ )HEUXDU\ 
This consultation on the suitability of IPSAS and
KDUPRQL]HGDFFUXDOVEDVHG(XURSHDQ8QLRQSXEOLF
sector accounting standards was considered to be
an important part of efforts to build trust across the
public sector.113 The overall conclusion arising from
the public consultation process was that European
Union Member States114 did not think it appropriate
for the European Union to adopt IPSAS, preferring
instead to see the development of European Public
6HFWRU $FFRXQWLQJ 6WDQGDUGV (36$6  +RZHYHU
if formally adopted, EPSAS will be closely coupled
ZLWK,36$6)ROORZLQJWKHƄUVWFRQVXOWDWLRQSURFHVV
and the subsequent decision to develop EPSAS,

106

 /HJHQNRYD 0  ,QWHUQDWLRQDO SXEOLF VHFWRU DFFRXQWLQJ
VWDQGDUGVLPSOHPHQWDWLRQLQWKH5XVVLDQ)HGHUDWLRQInternational Journal of Economics and Financial Issues,   t
1309. Available at KWWSZZZHFRQMRXUQDOVFRPLQGH[SKS
LMHƄDUWLFOHYLHZSGI.

107

Mann N, 2013, Russia set to introduce “IPSAS-based” acFRXQWLQJ VWDQGDUGV  )HEUXDU\ DYDLODEOH DW http://www.
publicfinanceinternational.org/news/2013/02/russia-setLQWURGXFH(LSVDVEDVHG(DFFRXQting-standards DFFHVVHG-DQXDU\ 

108

ACCA, 2017, IPSAS implementation: Current status and
challenges.

109

 %UXVFD,HWDO3XEOLFƄQDQFLDOPDQDJHPHQWUHIRUPV
7KH UROH RI ,36$6 LQ /DWLQ $PHULFD $&&$  ,36$6
implementation: Current status and challenges; Araya/HDQGUR & &DED3ÆUH] 0G& DQG /ÐSH]+HUQDQGH] $0
2016, The convergence of the Central American countries
to international accounting standards, 5HYLVWD GH $GPLQLVtração Pública  }5LRGH-DQHLUR}0DUFK$SULO$YDLODEOH
at
KWWSZZZVFLHOREUVFLHORSKS"VFULSW VFLBDUWWH[W SLG
6 DFFHVVHG-DQXDU\ 
and IPSASAB, 2016, International Public Sector Accounting
Standards Board fact sheet, June. Available at https://www.
LIDFRUJV\VWHPƄOHVXSORDGV,36$6%,36$6%)DFW6KHHW
June-2016-2.pdf.

110

 ,)$&$FFRXQWDELOLW\1RZ$YDLODEOHDWhttps://www.ifac.org/
about-ifac/accountability-now DFFHVVHG}-DQXDU\ 

111

 $XVWUDOLD $XVWULD %HOJLXP &DQDGD &KLOH &]HFKLD 'HQPDUN(VWRQLD)LQODQG)UDQFH*HUPDQ\*UHHFH+XQJDU\
,FHODQG ,UHODQG ,VUDHO ,WDO\ -DSDQ /X[HPERXUJ 0H[LFR
1HWKHUODQGV 1HZ =HDODQG 1RUZD\ 3RODQG 3RUWXJDO 5HSXEOLFRI.RUHD6ORYDNLD6ORYHQLD6SDLQ6ZHGHQ6ZLW]HUODQG7XUNH\8QLWHG.LQJGRPRI*UHDW%ULWDLQDQG1RUWKHUQ
Ireland and United States of America.

112

 2(&'DQG,)$&$FFUXDO3UDFWLFHVDQG5HIRUP([SHriences in OECD Countries, Paris, available at https://read.
oecd-ilibrary.org/governance/accrual-practices-and-reformH[SHULHQFHVLQRHFGFRXQWULHVBHQSDJH
DFFHVVHG-DQXDU\ 
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 $JJHVWDP3RQWRSSLGDQ&DQG%UXVFD,7KHƄUVWVWHSV
WRZDUGVKDUPRQL]LQJSXEOLFVHFWRUDFFRXQWLQJIRU(XURSHDQ
Union Member States: Strategies and perspectives, Public
Money and Management  t

114

European Commission, 2012, Public consultation - Assessment of the suitability of the international public sector
accounting standards for the Member States. Available at
https://ec.europa.eu/eurostat/documents/10186/752720/
'B(13')
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the European Commission held a second public
consultation on EPSAS governance in November
2013.

DQGEXGJHWUHSRUWLQJYLV½YLVDFFUXDOEDVHG,36$6
ƄQDQFLDO UHSRUWLQJ FRVW DVSHFWV RI LPSOHPHQWDWLRQ
and skills development.

6. International organizations

1. Legal and regulatory aspects

2(&' ZDV DQ HDUO\ DGRSWHU RI ,36$6 LVVXLQJ LWV
ƄUVWVHWRI,36$6FRPSOLDQWƄQDQFLDOVWDWHPHQWVLQ
  ,Q DGGLWLRQ WKH (XURSHDQ 2UJDQL]DWLRQ IRU
Nuclear Research115 and the United Nations system
RUJDQL]DWLRQV KDYH DGRSWHG ,36$6 ([DPSOHV
of increased transparency can be found in the
ƄQDQFLDO VWDWHPHQWV RI SXEOLF VHFWRU HQWLWLHV WKDW
KDYHDGRSWHG,36$62QHH[DPSOHRIVWUHQJWKHQHG
transparency can be found in the following quote,
WDNHQIURPWKHƄUVWVHWRI,36$6FRPSOLDQWƄQDQFLDO
VWDWHPHQWVRIWKH:RUOG)RRG3URJUDPPHq8QGHU
IPSAS, all purchases of food commodities and inkind donations are added to inventory, together with
the cost of transportation to the country where the
food becomes distributable and any other relevant
costs, such as milling or bagging. In 2008, the value
of food and associated costs added to existing
VWRFN RI 86 ELOOLRQ ZDV 86 ELOOLRQ :KHQ
FRPPRGLWLHVDUHLVVXHGIRUEHQHƄFLDULHVWKHYDOXH
of the inventory issued is expensed through the
VWDWHPHQW RI ƄQDQFLDO SHUIRUPDQFH ,Q  WKH
WRWDOYDOXHRIIRRGFRPPRGLWLHVLVVXHGZDV86
billion. At the year end, the inventory in warehouses
FRQWUROOHGE\WKH>WKH:RUOG)RRG3URJUDPPH@ZDV
YDOXHG DW 86 ELOOLRQ DQG KDV EHHQ UHSRUWHG LQ
WKHƄQDQFLDOVWDWHPHQWVIRUWKHƄUVWWLPH7KLVQHZ
information gives the Board visibility on the value of
inventories.”116

3XEOLF VHFWRU DFFRXQWLQJ LV ƄUPO\ HPEHGGHG LQ WKH
political, economic, legal and social contexts in which
it is practised. Therefore, political systems and legal
IUDPHZRUNVKDYHVLJQLƄFDQWLQƅXHQFHRQWKHDGRSWLRQ
and implementation of government accounting
VWDQGDUGVLQJHQHUDO/HJDOFKDQJHVDUHUHTXLUHGDV
well as new regulations and governance practices:
these may be complex and time-consuming and will
vary from country to country.

C. PRACTICAL IMPLEMENTATION
CHALLENGES
This section addresses the role of legal and
regulatory requirements in the context of adopting
accrual-based IPSAS, before then turning to
institutional issues that may emerge when adopting
IPSAS. Subsequently, there is a review of selected
WHFKQLFDO VWDQGDUGE\VWDQGDUG  LVVXHV WKDW PD\
SRVHDFKDOOHQJHZKHQDGRSWLQJ,36$6/DVWO\WKH
section focuses on the role of statistical reporting
115

 )RU (XURSHDQ 2UJDQL]DWLRQ IRU 1XFOHDU 5HVHDUFK ƄQDQFLDO
statements, see https://fap-dep.web.cern.ch/content/reports DFFHVVHG-DQXDU\ 

116

 :RUOG )RRG 3URJUDPPH  $XGLWHG DQQXDO DFFRXQWV
  0D\ S}  DYDLODEOH DW http://one.wfp.org/eb/
docs/2009/wfp200450~2.pdf.

,Q PRVW ,)$& PHPEHU RUJDQL]DWLRQ MXULVGLFWLRQV WKH
*RYHUQPHQW KDV WKH DXWKRULW\ WR VHW SXEOLF VHFWRU
accounting standards, usually within the Ministry
RI )LQDQFH RU WKH 7UHDVXU\ ,)$& H[SODLQV WKDW WKLV
LV HYLGHQFHG E\ WKH KLJK QXPEHU RI ,)$& PHPEHU
RUJDQL]DWLRQV SHUFHQW ZLWKQRGLUHFW responsibility
in the IPSAS adoption process. In all, 5 per cent of
,)$& PHPEHU RUJDQL]DWLRQV VKDUH UHVSRQVLELOLW\ ZLWK
WKHLU *RYHUQPHQW IRU WKH HVWDEOLVKPHQW RI SXEOLF
sector accounting standards and play an advisory role
FRQFHUQLQJSXEOLFƄQDQFLDOPDQDJHPHQWPDWWHUV2QO\
SHUFHQWRI,)$&PHPEHURUJDQL]DWLRQVKDYHGLUHFW
responsibility for IPSAS adoption.117 Consequently,
it can be concluded that the adoption of IPSAS in
countries across the world is carried out under the
DXVSLFHVRI*RYHUQPHQWVDQGJRYHUQPHQWHQWLWLHV
Another level of complexity emerges in the context
of considering legal and regulatory aspects of IPSAS
adoption. Namely that governance of accounting
practices may be carried out at various levels of
*RYHUQPHQW
$W\SLFDOGLYLVLRQRIOHYHOVRI*RYHUQPHQWFDQLQFOXGH
FHQWUDO 6WDWH DQG ORFDO *RYHUQPHQW 7KH 
*RYHUQPHQW)LQDQFH6WDWLVWLFV0DQXDOVWDWHVWKDWIRU
H[DPSOHDFRXQWU\PD\KDYHRQHFHQWUDO*RYHUQPHQW
VHYHUDO6WDWHSURYLQFLDORUUHJLRQDO*RYHUQPHQWVDQG
PDQ\ORFDO*RYHUQPHQWV,QDGGLWLRQWKHUHPD\DOVR
EH QRQSURƄW LQVWLWXWLRQV XQGHU JRYHUQPHQW FRQWURO
Not all countries have all the above-mentioned
OHYHOV RI *RYHUQPHQW VRPH PD\ KDYH RQO\ D
FHQWUDO *RYHUQPHQW RU D FHQWUDO *RYHUQPHQW DQG
117

,)$&,QWHUQDWLRQDO6WDQGDUGV*OREDO6WDWXV5Hport SS} t DYDLODEOH DW https://www.ifac.org/system/
ƄOHVSXEOLFDWLRQVƄOHV,QWHUQDWLRQDO6WDQGDUGV*OREDO
Status-Report.pdf.
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D VLQJOH VXERUGLQDWH OHYHO RI *RYHUQPHQW 7KH 
*RYHUQPHQW)LQDQFH6WDWLVWLFV0DQXDO118 and a 2012
report prepared for Eurostat by Ernst and Young119
provide further information in this regard.
&HQWUDO*RYHUQPHQWLVW\SLFDOO\GHƄQHGDVFRQVLVWLQJ
of the institutional unit or units of the central
*RYHUQPHQW SOXV FHQWUDO *RYHUQPHQWFRQWUROOHG
QRQPDUNHW QRQSURƄW LQVWLWXWLRQV120 The political
DXWKRULW\RIWKHFHQWUDO*RYHUQPHQWH[WHQGVRYHUWKH
HQWLUHWHUULWRU\RIWKHFRXQWU\7KHFHQWUDO*RYHUQPHQW
can impose taxes on all resident institutional units and
on non-resident units engaged in economic activities
ZLWKLQWKHFRXQWU\7KHFHQWUDO*RYHUQPHQWVXEVHFWRU
in most countries is large and complex. It is generally
composed of a central group of departments or
ministries that make up a single institutional unit, plus,
in many countries, other units operating under the
DXWKRULW\RIWKHFHQWUDO*RYHUQPHQWZLWKDVHSDUDWH
legal identity and enough autonomy to form additional
government units.
6WDWH *RYHUQPHQWV W\SLFDOO\ FRQVLVW RI LQVWLWXWLRQDO
XQLWVH[HUFLVLQJVRPHRIWKHIXQFWLRQVRI*RYHUQPHQW
DW D OHYHO EHORZ WKDW RI FHQWUDO *RYHUQPHQW DQG
above that of local-level government institutional
units.121 States may be described using other terms,
such as provinces, cantons, republics, prefectures
RU DGPLQLVWUDWLYH HQWLWLHV $ 6WDWH *RYHUQPHQWpV
principal departments and ministries constitute a
single institutional unit in a manner similar to the core
XQLW RI WKH FHQWUDO *RYHUQPHQW ,Q DGGLWLRQ WKHUH
may be agencies operating under the authority of a
6WDWH*RYHUQPHQWZLWKDVHSDUDWHOHJDOLGHQWLW\DQG
VXIƄFLHQW DXWRQRP\ WR IRUP DGGLWLRQDO LQVWLWXWLRQDO
units.
/RFDO*RYHUQPHQWVDUHW\SLFDOO\LQVWLWXWLRQDOXQLWVZLWK
ƄVFDOOHJLVODWLYHDQGH[HFXWLYHDXWKRULW\WKDWH[WHQGV
over the smallest geographical areas distinguished for
administrative and political purposes.122 The scope of
DORFDO*RYHUQPHQWpVDXWKRULW\LVJHQHUDOO\PXFKPRUH
OLPLWHG WKDQ WKDW RI D FHQWUDO RU 6WDWH *RYHUQPHQW
118

119

120

De Clerk S, ed., 2014, *RYHUQPHQW)LQDQFH6WDWLVWLFV0DQXDO,0):DVKLQJWRQ'&DYDLODEOHDWhttps://www.imf.
RUJH[WHUQDO3XEV)7*)60DQXDOJIVƄQDOSGI.
 (UQVWDQG<RXQJ2YHUYLHZDQGFRPSDULVRQRISXEOLF
DFFRXQWLQJDQGDXGLWLQJSUDFWLFHVLQWKH>(XURSHDQ8QLRQ@
EU Member States.
De Clerk S, ed., 2014, *RYHUQPHQW)LQDQFH6WDWLVWLFV0DQXDOS}.
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Ibid.S}
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Ibid.S}
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DQG ORFDO *RYHUQPHQWV PD\ RU PD\ QRW EH HQWLWOHG
to levy taxes on institutional units or economic
activities taking place in their areas. According to the
 *RYHUQPHQW )LQDQFH 6WDWLVWLFV 0DQXDO ORFDO
*RYHUQPHQWVDUHW\SLFDOO\LQYROYHGLQ
•

Educational establishments.

•

Hospitals and social welfare establishments,
such as kindergartens, nurseries and welfare
homes.

•

Public sanitation and related entities, such as
ZDWHU SXULƄFDWLRQ V\VWHPV DQG SODQWV UHIXVH
collection and disposal agencies, cemeteries
and crematoriums.

•

Culture, leisure and sports facilities, such as
theatres, concerts, music halls, museums, art
galleries, libraries, parks and open spaces.123

According to a report covering all European Union
Member States and prepared for Eurostat in 2012,
ORFDO *RYHUQPHQWV DUH PRUH OLNHO\ WKDQ WKHLU FHQWUDO
counterparts to use an accrual accounting model.124
When a country chooses to adopt IPSAS, it must
GHFLGH RQ WKH VFRSH RI DGRSWLRQ FHQWUDO 6WDWH DQG
ORFDO*RYHUQPHQW ,QDGGLWLRQRQWKHUHJXODWRU\VLGH
countries need to consider legal and standard-setting
complexities.
7KH0LQLVWU\RI)LQDQFHLVWKHVWDQGDUGVHWWLQJDXWKRULW\
LQDERXWKDOIWKH2(&'FRXQWULHV7KHOHYHORIJXLGDQFH
on accounting principles and standards stipulated in
the law varies from country to country. Where the legal
IUDPHZRUNGHƄQHVRQO\JHQHUDOSULQFLSOHVWKH0LQLVWU\
RI)LQDQFHLVLQPRVWFDVHVWDVNHGZLWKVHWWLQJWKH
DFFRXQWLQJ VWDQGDUGV HLWKHU GLUHFWO\  SHU FHQW RI
FRXQWULHV RULQFRQVXOWDWLRQZLWKDQDGYLVRU\ERDUG 
SHUFHQWRIFRXQWULHV ,QGHSHQGHQWQDWLRQDOVWDQGDUG
setting boards are responsible for standard setting in
DIXUWKHUSHUFHQWRIFRXQWULHV $XVWUDOLD&DQDGD
)UDQFH ,VUDHO 0H[LFR 1HZ =HDODQG DQG WKH 8QLWHG
6WDWHVRI$PHULFD 125

123

De Clerk S, ed., 2014, *RYHUQPHQW)LQDQFH6WDWLVWLFV0DQXDOS}

124

 (UQVWDQG<RXQJ2YHUYLHZDQGFRPSDULVRQRISXEOLF
DFFRXQWLQJDQGDXGLWLQJSUDFWLFHVLQWKH>(XURSHDQ8QLRQ@
(80HPEHU6WDWHVS}

125

Moretti D, 2016, Accrual practices and reform experiences in
2(&'FRXQWULHVtUHVXOWVRIWKH2(&'$FFUXDOV6XUvey, OECD Journal on Budgeting  t$YDLODEOHDW
https://tinyurl.com/yamgsrm4 DFFHVVHG-DQXDU\ 
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$UJHQWLQDDQG%UD]LOSURYLGHH[DPSOHVRIWKHGLIIHUHQW
paths taken when incorporating IPSAS into local
legal and standard-setting processes. Argentina
uses public sector accounting standards set by the
IHGHUDO*RYHUQPHQW,36$6KDYHQRWEHHQDGRSWHG
EXW WKH 1DWLRQDO $FFRXQWLQJ 2IƄFH KDV EHJXQ WR
develop public sector accounting standards that are
KDUPRQL]HGZLWKDFFUXDOEDVLV,36$6DOWKRXJKWKHUH
is no clear time frame for doing so.126,Q%UD]LO
enacted a transparency law on the convergence of
WKHFRXQWU\pVDFFRXQWLQJVWDQGDUGVZLWK,36$6127 The
national chart of accounts was issued in 2014,128 with
gradual and full implementation of IPSAS scheduled
by 2020.129 As a part of the process, several different
implementation challenges have been encountered
WKDWDURVHLQSDUWIURPWKHVL]HDQGFRPSOH[QDWXUH
RI %UD]LO 7KH FRXQWU\ KDV D IHGHUDO *RYHUQPHQW 
6WDWHV DQG  ORFDO DXWKRULWLHV PDNLQJ LW GLIƄFXOW
to achieve the consistent application of standards by
a given date.130
7KHYDULRXVOHYHOVRI*RYHUQPHQWVDUHUHƅHFWHGLQWKH
legal setting on a country-by-country basis. The levels
RI*RYHUQPHQWDQGWKHOHJDOV\VWHPKDYHLPSOLFDWLRQV
for regulatory change processes, such as changes in
accounting standards. It is important to clearly review
the interlinkages between the legal and regulatory
frameworks in place for statistical reporting and
budget reporting, an issue that is addressed further
on in this report.
/HJDODQGUHJXODWRU\IDFWRUVDOVRKDYHDQLPSDFWRQ
institutional issues that may emerge when adopting
126

%UXVFD,HWDO3XEOLFƄQDQFLDOPDQDJHPHQWUHIRUPV
7KHUROHRI,36$6LQ/DWLQ$PHULFD ACCA, 2017, IPSAS imSOHPHQWDWLRQ&XUUHQWVWDWXVDQGFKDOOHQJHV$UD\D/HDQGUR
C et al., 2016, The convergence of the Central American
countries to international accounting standards.

127

 /RSHV&DUGRVR5%XVDQHOOLGH$TXLQR$&DQG0DJULQL3LJDWWR-$%UD]LOLDQJRYHUQPHQWDODFFRXQWLQJUHIRUPV
IPSAS and accrual accounting adoption, 11 July. Available at KWWSVSDSHUVVVUQFRPVROSDSHUVFIP"DEVWUDFWB
LG  DFFHVVHG-DQXDU\ 
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 %UD]LO 1DWLRQDO 7UHDVXU\ 7KH PRYH WR DFFUXDO DFFRXQWLQJ
DQG,36$6VDGRSWLRQLQ%UD]LO&KDOOHQJHVDQGSHUVSHFWLYHV
$YDLODEOH DW KWWSVZZZLSVDVERUJV\VWHPƄOHVPHHWLQJV
ƄOHV,36$6$GRSWLRQLQ%UD]LOSGI

129

130

IPSAS. Many studies have highlighted the fact that
institutional arrangements may create challenges at
the national level when adopting IPSAS.

2. Institutional arrangements
This subsection considers institutional arrangements
and their role in the adoption of IPSAS. Within the
public sector, the legal and regulatory setting is often
closely intertwined with such arrangements.
There is a growing emphasis across countries
DQG *RYHUQPHQWV RQ WKH FKDOOHQJHV LQYROYHG LQ
implementing IPSAS in a local context. Thus, in any
given country, when embarking on the adoption of
IPSAS, it is important to assess the relative complexity
of the accounting institutional arrangements. When
carrying out this task, account must be taken of the
number of accounting laws, rules and standards
applied in the country context. The larger the number
of accounting laws in place, the more complex the
domestic accounting arrangements will be.131 The
OHYHOV RI *RYHUQPHQW FHQWUDO 6WDWH DQG ORFDO  FDQ
have an effect on the level of complexity of institutional
DUUDQJHPHQWV )RU H[DPSOH D (XURSHDQ 8QLRQZLGH
study found that those European Union Member
6WDWHV ZLWK D 6WDWH *RYHUQPHQW VXEVHFWRU KDYH WKH
most complex accounting arrangements.132
+LVWRULFDOO\LQPDQ\MXULVGLFWLRQVDFFRXQWLQJVWDQGDUGV
in the public sector have been set by the Ministry of
)LQDQFH $FFRUGLQJ WR D  ,0) UHSRUW WKLV LV DW
RGGV ZLWK WKH QHHG IRU REMHFWLYLW\ LQGHSHQGHQFH
DQGLQWHJULW\LQJRYHUQPHQWƄQDQFLDOUHSRUWLQJ,QWKH
report, it is stated that some countries introducing
accrual accounting based on international accounting
standards have taken the opportunity to revise their
LQVWLWXWLRQDODUUDQJHPHQWVDQGH[WHUQDOL]HWKHVHWWLQJ
RI DFFRXQWLQJ VWDQGDUGV IRU WKH SXEOLF VHFWRU )RU
example, countries can opt to establish independent
ERDUGV GHVLJQHG WR DGYLVH WKH *RYHUQPHQW RQ WKH
adoption or adaptation of international accounting
VWDQGDUGV )UDQFH DQG WKH 8QLWHG .LQJGRP RI *UHDW
%ULWDLQDQG1RUWKHUQ,UHODQG RUWRYHVWUHVSRQVLELOLW\IRU
determination of public sector accounting standards

Ernst and Young, 2015, IPSAS outlook: IPSAS issues for
SXEOLF ƄQDQFH PDQDJHPHQW H[HFXWLYHV 'HFHPEHU S} 
Available at KWWSVZZZH\FRP3XEOLFDWLRQYZ/8$VVHWV
(<LSVDVRXWORRNGHFHPEHU),/((<LSVDVRXWORRN
december-2015.pdf.

 %UD]LO 1DWLRQDO 7UHDVXU\ 7KH PRYH WR DFFUXDO DFFRXQWLQJ
DQG,36$6VDGRSWLRQLQ%UD]LO&KDOOHQJHVDQGSHUVSHFWLYHV
Available at KWWSVZZZLSVDVERUJV\VWHPƄOHVPHHWLQJV
ƄOHV,36$6$GRSWLRQLQ%UD]LOSGI

131

 (UQVWDQG<RXQJ2YHUYLHZDQGFRPSDULVRQRISXEOLF
DFFRXQWLQJDQGDXGLWLQJSUDFWLFHVLQWKH>(XURSHDQ8QLRQ@
EU Member States.

132

Ibid.
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LQ DQ LQGHSHQGHQW QDWLRQDO ERG\ $XVWUDOLD &DQDGD
1HZ=HDODQGDQG6RXWK$IULFD 133

GHƄFLW FRPSLOHG YLD QRQƄQDQFLDO DFFRXQWV DQG WKDW
FRPSLOHGYLDƄQDQFLDODFFRXQWV

The above-mentioned examples highlight the
importance of institutional coordination at the national
level when embarking on the adoption of international
standards. At the national level, countries need to
UHFRJQL]H WKH QHHG IRU FRRUGLQDWLRQ RI OHJLVODWLYH
requirements related to or affected by IPSAS adoption.
The implementation of IPSAS can have implications for
a number of legislative and regulatory areas. The more
complex the regulatory framework in a country, the
more effort is required to achieve coherence among
these requirements at the national level.

In 2013, the European Commission drew attention
to the fact that the quality of European-level
statistical information was highly dependent on the
appropriateness of the entire production process.
(XURVWDWWKHUHIRUHSURPRWHVDV\VWHPRIKDUPRQL]HG
accruals-based accounting standards, consistent with
the European System of Accounts, for all government
sector entities.135

It is also important to clearly review the interlinkages
between regulations on statistical reporting and
budget reporting and, taking this process into account,
GHƄQHWKHUROHDQGDXWKRULW\RI,36$6EDVHGƄQDQFLDO
reporting in relation to other regulatory reporting
UHTXLUHPHQWV WKDW PD\ H[LVW LQ D JLYHQ MXULVGLFWLRQ ,W
is also essential to have a coordination mechanism at
a national level to ensure that such issues are taken
into account.
2QHH[DPSOHIURPWKH(XURSHDQ8QLRQLOOXVWUDWHVKRZ
certain institutional arrangements have been handled.
Article 3 of Council Directive 2011/85/EU requires
Member States to “have in place public accounting
systems comprehensively and consistently covering
DOOVXEVHFWRUVRIJHQHUDO*RYHUQPHQWDQGFRQWDLQLQJ
the information needed to generate accrual data with a
view to preparing data based on the European System
of Accounts 95 standard”.134 The Directive thereby
acknowledges the essential incoherence between
those public sector accounts, which only record cash
ƅRZV DQG WKH IDFW WKDW (XURSHDQ 8QLRQ EXGJHWDU\
surveillance is based on European System of Accounts
95 accruals data. This means that cash data have to
be converted into accruals through approximations
DQG DGMXVWPHQWV LQYROYLQJ PDFUREDVHG HVWLPDWHV
Moreover, where accruals accounts do not exist at the
PLFUROHYHOƄQDQFLDOWUDQVDFWLRQVDQGEDODQFHVKHHWV
have to be derived from a variety of different sources,
leading to a “statistical discrepancy” between the

Another example that highlights some of the
complexities of institutional arrangements in a national
setting is the Malta IPSAS-adoption process. In Malta,
GRPHVWLFOHJLVODWLRQHPSRZHUVWKH0LQLVWHURI)LQDQFH
to issue accounting standards with a legal notice that
does not require parliamentary approval. Moreover,
there is no external government external body that
issues guidelines on government accounting in the
country. After 2004, however, the number of circulars
FRQFHUQLQJDFFUXDODFFRXQWLQJGZLQGOHGWR]HURDQG
European Union directives had to be transposed into
national legislation. As the Maltese authorities were
awaiting instructions from the European Union in order
to proceed, especially with regards to government
accounting standards, the legal system could have
effectively acted as a negative factor. In Malta, an
$FFUXDO $FFRXQWLQJ 7DVN )RUFH ZDV HVWDEOLVKHG WR
support implementation: with time, responsibilities
ZHUHVSUHDGDFURVVWKH0LQLVWU\RI)LQDQFH136 There
are no accounting standard-setting bodies in Malta.
7KHFHQWUDO*RYHUQPHQWLVLQWKHSURFHVVRIVZLWFKLQJ
from a traditional, budget-oriented, cash-based
accounting system to a more informative one: a
process that began in 1999.137 The decision to adopt
IPSAS was taken in 2011, but the process appears
to have stalled, with the national authorities awaiting
guidance from the European Union.

135

European Commission, 2012, Public consultation - Assessment of the suitability of the international public sector
accounting standards for the Member States. Available at
https://ec.europa.eu/eurostat/documents/10186/752720/
'B(13').

136

133

Cavanagh J et al., 2016, Implementing Accrual Accounting in
the Public SectorS}

134

Council of the European Union, 2011, Council directive
2011/85/EU of 8 November 2011 on requirements for budgetary frameworks of the Member States, 21 November,
S}$YDLODEOHDWKWWSVHXUOH[HXURSDHX/H[8UL6HUY/H[8UL6HUYGR"XUL 2-/(13')

 -RQHV5DQG&DUXDQD-*RYHUQPHQWDODFFRXQWLQJLQ
Malta towards IPSAS within the context of the European Union, ,QWHUQDWLRQDO 5HYLHZ RI $GPLQLVWUDWLYH 6FLHQFHV   
745–762.

137

See Malta, Treasury Department, International public sector
DFFRXQWLQJVWDQGDUGV ,36$6V LQ0DOWDDYDLODEOHDWhttps://
WUHDVXU\JRYPWHQ3DJHV*RYHUQPHQWB$FFRXQWVB'LUHFtorate/IPSAS/IPSAS_In_Malta.aspx DFFHVVHG  -DQXDU\
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Some countries chose to overhaul institutional
DUUDQJHPHQWVWKURXJKEURDGHUƄQDQFLDOUHIRUP
,QVWLWXWLRQDO DUUDQJHPHQW FRQFHUQLQJ ƄQDQFLDO DXGLWV
also need to be considered when adopting IPSAS.
Within the European Union, for example, a very
OLPLWHGQXPEHURIFRXQWULHVGRQRWFRQGXFWƄQDQFLDO
audits. Auditing arrangements appear to be less
heterogeneous than accounting arrangements. Most
SXEOLFHQWLWLHVDUHVXEMHFWWRƄQDQFLDODXGLWZKHUHWKH
auditing standards applied are International Standards
on Auditing or similar. It has been noted that one
impact of the adoption by the European Union of
EPSAS would be the enhancement of the institutional
arrangements for audit and internal control.138

3. Levels of implementation: central,
State and local Government
Studies have indicated that government accounting
arrangements are extremely heterogeneous. The
H[LVWHQFH RI GLIIHUHQW OHYHOV RI *RYHUQPHQW FHQWUDO
6WDWH DQG ORFDO  KDV LPSOLFDWLRQV IRU WKH DGRSWLRQ RI
,36$6&RXQWULHVWKDWKDYHDOHYHORI6WDWH*RYHUQPHQW
have been observed to have the most complex
DFFRXQWLQJDUUDQJHPHQWV6WDWH*RYHUQPHQWVXVXDOO\
follow their own accounting standards, mainly for
reasons linked to independence: those standards
can vary greatly from one State to another, creating
VLJQLƄFDQW DFFRXQWLQJ KHWHURJHQHLW\ ZLWKLQ D JLYHQ
FRXQWU\ ,QGHHG VRPH 6WDWH *RYHUQPHQWV LQ WKH
same country may follow accrual-based accounting,
whereas others use cash-based accounting.139
Thus, the accounting complexity introduced by the
SUHVHQFHRID6WDWH*RYHUQPHQWDSSHDUVWREHPRUH
VLJQLƄFDQW WKDQ WKH VLPSOH LQFOXVLRQ RI DQ DGGLWLRQDO
OD\HU RI *RYHUQPHQW $FFRUGLQJ WR D  VWXG\ RI
(XURSHDQ 8QLRQ 0HPEHU 6WDWHV 6WDWH *RYHUQPHQW
standards showed little resemblance to IPSAS.140 There
is a need to determine the scope of implementation in
WHUPVRIWKHOHYHOVRI*RYHUQPHQWLQDJLYHQFRXQWU\

138

4. Technical challenges
This section addresses some of the key technical
FKDOOHQJHVIDFHGE\,36$6DGRSWLQJFRXQWULHVƄUVWRI
all focusing on a model for a phased transition from
cash to accrual accounting. Awareness that there are
different approaches to and methods regarding the
phased adoption of IPSAS improves understanding
of technical, standard-level, IPAS-implementation
challenges. The above-mentioned challenges are
RUJDQL]HG LQWR WKH IROORZLQJ JURXSV VWDWHPHQWV RI
ƄQDQFLDOSHUIRUPDQFHVWDWHPHQWVRIƄQDQFLDOSRVLWLRQ
and broader challenges regarding the preparation of
ƄQDQFLDO VWDWHPHQWV UHFRQFLOLDWLRQ EHWZHHQ EXGJHW
UHSRUWLQJ DQG DFFUXDOEDVHG ƄQDQFLDO UHSRUWLQJ DQG
141



 (UQVWDQG<RXQJ2YHUYLHZDQGFRPSDULVRQRISXEOLF
DFFRXQWLQJDQGDXGLWLQJSUDFWLFHVLQWKH>(XURSHDQ8QLRQ@
EU Member States.
Ibid.

Ugwumadu J, 2015, Nigeria to start IPSAS implementation
in January, 14 August, available at KWWSVZZZSXEOLFƄQDQceinternational.org/news/2015/08/nigeria-start-ipsas-implePHQWDWLRQMDQXDU\ DFFHVVHG-DQXDU\ 
6HHDOVR$MD\L51LJHULDpVƄQDQFLDOVWDWHPHQWLQFRPSOLDQFH ZLWK ,36$6$$*) DYDLODEOH DW https://prnigeria.
FRPQLJHULDVƄQDQFLDOVWDWHPHQWFRPSOLDQFH
ipsas-agf/ DFFHVVHG-DQXDU\ 

142

See, for example, South African Institute of Chartered AcFRXQWDQWV  *RYHUQPHQW WR LPSOHPHQW DFFRXQWLQJ
standards designed to enhance delivery, 15 July. Available at
KWWSVZZZVDLFDFR]DWDELGLWHPLG*RYHUQPHQW
to-implement-accounting-standards-desig.aspx DFFHVVHG
-DQXDU\ 
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South Africa, National Treasury, 2012, Application of the
>JHQHUDOO\UHFRJQL]HGDFFRXQWLQJSUDFWLFHV@*5$3UHSRUWLQJ
framework. Available at KWWSVRDJWUHDVXU\JRY]D3XEOLFDWLRQV$QQXDO)LQDQFLDO6WDWHPHQWV
)RU/RFDO*RYHUQPHQW)RUILQ\HDU
HQGLQJ$SSOLFDWLRQRIWKH
*5$35HSRUWLQJ)UDPHZRUN
0XQLFLSDOLWLHVSGI.

PricewaterhouseCoopers, 2014, Collection of Information Related to the Potential Impact, including Costs, of Implementing
$FFUXDO$FFRXQWLQJLQWKH3XEOLF6HFWRUDQG7HFKQLFDO$QDO\VLVRIWKH6XLWDELOLW\RI,QGLYLGXDO,36$66WDQGDUGV. Available at
https://ec.europa.eu/eurostat/documents/1015035/4261806/
(36$6VWXG\ƄQDO3Z&UHSRUWSGI.

139

140

By way of an example, Nigeria implemented IPSAS
DWWKHOHYHORIWKHIHGHUDO*RYHUQPHQWDVRI-DQXDU\
2016,141ZKLOHHDFKRIWKHFRXQWU\pVIHGHUDO6WDWHV
will determine its own implementation period. South
Africa has drawn on IPSAS to develop its own
DFFUXDO DFFRXQWLQJ VWDQGDUGV NQRZQ DV *HQHUDOO\
5HFRJQL]HG $FFRXQWLQJ 3UDFWLFHV142 which are
applied by municipalities and municipal entities.143
7KH FHQWUDO *RYHUQPHQW LQ WKH IRUP RI WKH 1DWLRQDO
7UHDVXU\ KDV DGRSWHG D PRGLƄHG FDVK EDVLV RI
accounting framework. However, the National
Treasury has developed a roadmap to implement
the accrual accounting framework in terms of
*HQHUDOO\5HFRJQL]HG$FFRXQWLQJ3UDFWLFHVDWFHQWUDO
*RYHUQPHQWOHYHO144

144

 6HH $FFRXQWDQF\ 6RXWK $IULFD  2YHUYLHZ RI t
2015 local government audit outcomes, 1 September, available at KWWSVZZZDFFRXQWDQF\VDRUJ]DVSHFLDOIHDWXUH
public-sector/ DFFHVVHG-DQXDU\ 
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FRQVROLGDWLRQ 7KHOLVWRIWHFKQLFDOLVVXHVFRQVLGHUHG
KHUHLQLVIDUIURPH[KDXVWLYH7KHVHFWLRQVXPPDUL]HV
certain key challenges and provides examples of use
to countries that are about to embark upon, or have
initiated, the IPSAS adoption process.
,QDGGLWLRQWRVSHFLƄFWHFKQLFDOFKDOOHQJHVWKHUHDUH
overall challenges pertaining to ensuring timeliness
of reporting and the quality of data supporting
DFFUXDO ƄQDQFLDO UHSRUWLQJ )RU H[DPSOH %DQJODGHVK
experienced challenges with respect to the timeliness
of reporting: that is to say, the delayed production of
documents and their late submission to the relevant
DXWKRULWLHV ,Q DGGLWLRQ WKH TXDOLW\ RI ƄQDQFLDO GDWD
has been compromised by the limitations of separate
accounting systems. The experience of Bangladesh,
and of many other countries, is that IPSAS
implementation challenges will take a number of years
to overcome.145

Phasing for the transition from cash to accrual
accounting
,0)KDVVWXGLHGLQWHUQDWLRQDOH[SHULHQFHVRIWUDQVLWLRQ
regarding accounting practices and reporting in the
145

 6HH *RYHUQPHQW RI %DQJODGHVK  Public Financial
0DQDJHPHQW 5HIRUP 6WUDWHJ\ t, June, available
at KWWSPRISRUWDOJRYEGVLWHVGHIDXOWƄOHVƄOHVPRISRUWDO
gov.bd/page/710cb4b9_e331_4036_812e_8fb8e36cb2a0/
3)05HIRUP6WUDWHJ\)LQDOSGI.
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public sector and, based on that work, has suggested
an indicative phasing for the transition from cash to
accrual accounting in the public sector. As a part of this
approach, the transition to accrual accounting entails
UHIRUPVLQWKUHHSDUDOOHOGLPHQVLRQVRIƄVFDOUHSRUWLQJ
,QUHYLHZLQJWHFKQLFDO VWDQGDUGOHYHO ,36$6DGRSWLRQ
FKDOOHQJHVWKHPRGHOFUHDWHGE\,0)ZKLFKFRQVLVWV
of the three following key dimensions, provides a
KHOSIXOIUDPHZRUN VHHDOVR7DEOHEHORZ 146
Recording of stocks in the balance sheet, beginning
ZLWK D ƄQDQFLDO EDODQFH VKHHW DQG ZLWK WKH XOWLPDWH
goal of publishing a comprehensive balance sheet of
WKH *RYHUQPHQWpV ƄQDQFLDO DQG QRQƄQDQFLDO DVVHWV
and liabilities valued in accordance with international
standards;
5HFRJQLWLRQRIƅRZVLQWKHRSHUDWLQJVWDWHPHQWZLWK
the ultimate goal of recording all transactions at the
WLPH HFRQRPLF YDOXH LV WUDQVIHUUHG UDWKHU WKDQ DW
WKHSRLQWFDVKSD\PHQWVDUHPDGH DVZHOODVRWKHU
HFRQRPLF ƅRZV WKDW DIIHFW WKH *RYHUQPHQWpV QHW
ZRUWK VXFK DV FKDQJHV LQ WKH YDOXH RI JRYHUQPHQW
DVVHWKROGLQJV 
Consolidation of institutions, with the ultimate goal
of including all institutional units under effective

146

Cavanagh J et al., 2016, Implementing Accrual Accounting in
the Public Sector.

Table 5
Transition to accrual accounting
Balance sheet

Operating statement

Assets

Liabilities

Revenues

Expenses

Other Flows

Phase 0:
&DVKDFFRXQWLQJ

&DVKEDODQFHV

%DQNRYHUGUDIWV
Debt

&DVKUHFHLSWV

&DVKSD\PHQWV

None

Phase 1:
(OHPHQWDU\DFFUXDO
DFFRXQWLQJ

7UDGHUHFHLYDEOHV
3UHSD\PHQWV

7UDGHSD\DEOHV

$FFUXHGWUDGH
revenue

$FFUXHGH[SHQVHV
H[FOXGLQJGHSUHFLDWLRQ

None

Phase 2:
$GYDQFHGDFFUXDO
DFFRXQWLQJ

(TXLW\
,QYHVWPHQWV

2WKHUƂQDQFLDO
OLDELOLWLHV/RQJWHUP
OLDELOLWLHV IRUH[DPSOH
SHQVLRQV

$FFUXHGQRQWD[
UHFHLYDEOHV

None

9DOXDWLRQFKDQJHVLQ
ƂQDQFLDODVVHWVDQG
liabilities
Provisions

Phase 3:
)XOODFFUXDO
DFFRXQWLQJ

)L[HGDQGLQWDQJLEOH
assets
Inventories
7D[UHFHLYDEOHV

0RQHWDU\ƂQDQFLDO
LQVWUXPHQWV

$FFUXHG
UHFHLYDEOHV

'HSUHFLDWLRQ

9DOXDWLRQFKDQJHVLQ
QRQƂQDQFLDODVVHWV

6RXUFH&DYDQDJK-HWDO,PSOHPHQWLQJ$FFUXDO$FFRXQWLQJLQWKH3XEOLF6HFWRU,0):DVKLQJWRQ'&S}$GMXVWHG
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JRYHUQPHQWFRQWUROLQƄVFDOUHSRUWVUHJDUGOHVVRIWKHLU
constitutional status or legal form.
This framework points to the fact that the technical,
standard-level
challenges
experienced
by
*RYHUQPHQWV DQG SXEOLF VHFWRU HQWLWLHV ZLOO GHSHQG
on the level of accounting practices at the point in time
when the transition process is initiated.
The present chapter focuses on outlining key technical
FKDOOHQJHVUHODWHGWRWKHDGRSWLRQRI,36$6 SKDVHV
DQG  WRJHWKHU  )RU 3KDVH  SXEOLF VHFWRU HQWLWLHV
can turn to cash-basis IPSAS.
The way in which implementation is embraced differs
from country to country. In Botswana, where the
*RYHUQPHQWLVWKHSXEOLFVHFWRUDFFRXQWLQJVWDQGDUG
VHWWHU WKH )LQDQFLDO 5HSRUWLQJ $FW  UHTXLUHV
adherence to IPSAS.147 The Botswana Institute of
&KDUWHG $FFRXQWDQWV VWDWHV WKDW WKH *RYHUQPHQW
KDVDGRSWHGPRGLƄHGFDVKEDVLV,36$6DQGLQWHQGV
to transition to accrual-basis IPSAS.148 *KDQD
has adopted IPSAS for all public sector accounts,
beginning in 2016.149 However, in recognition of the
complexities involved, a step-by-step approach to
LPSOHPHQWDWLRQ VSDQQLQJ D ƄYH\HDU SHULRG IURP
2016 onwards, has been promoted.150

WKHSDUWLFXODUDUUDQJHPHQW7KHDPRXQWRIWKHEHQHƄW
UHODWLQJWRWKHFRQGLWLRQLVUHFRJQL]HGDVDOLDELOLW\XQWLO
WKH FRQGLWLRQ LV PHW DW ZKLFK SRLQW LW LV UHDOL]HG DV
revenue.
,W FDQ EH GLIƄFXOW WR GLVWLQJXLVK EHWZHHQ UHVWULFWLRQV
and conditions and, consequently, to determine when
UHYHQXH VKRXOG EH UHFRJQL]HG LQ WKH VWDWHPHQW RI
ƄQDQFLDO SHUIRUPDQFH DOWKRXJK ,36$6  SURYLGHV
H[WHQVLYH JXLGDQFH RQ WKLV DUHD RI MXGJHPHQW  7D[
revenue, on the other hand, should be recorded when
the event generating a legal right to receive a tax has
occurred and the revenue can be measured reliably.
IPSAS 23 provides guidance on the triggering event
for recording typical tax streams.151
Accounting for revenue is listed as a challenge for
a number of countries in the 2017 Association of
&KDUWHUHG &HUWLƄHG $FFRXQWDQWV UHSRUW RQ ,36$6
adoptions.152 6SHFLƄF DFFRXQWLQJ LVVXHV LGHQWLƄHG
relate to infrastructure assets, intangible assets,
ƄQDQFLDOLQVWUXPHQWVVRFLDOEHQHƄWVDQGUHYHQXHIURP
non-exchange transactions.153 In another example,
LQ  WKH $XGLWRU*HQHUDO RI 6RXWK $IULFD VWDWHG
that:154
q, ZDV XQDEOH WR REWDLQ VXIƄFLHQW DSSURSULDWH
audit evidence for revenue from non-exchange
WUDQVDFWLRQVWRWDOOLQJ5ELOOLRQ t5
ELOOLRQ  EHFDXVH VRPH HQWLWLHV GLG QRW PDLQWDLQ
proper accounting records of and adequate
control over assessment revenue. These
HQWLWLHVpUHFRUGVGLGQRWSHUPLWWKHDSSOLFDWLRQRI
alternative auditing procedures. Consequently,
I was unable to determine whether any further
DGMXVWPHQWV WR UHYHQXH IURP QRQH[FKDQJH
transactions were necessary.”

Preparing International Public Sector
Accounting Standard-compliant statements of
financial performance
IPSAS 23 – Revenue from Non-Exchange Transactions
7D[HV DQG 7UDQVIHUV  FUHDWHV LPSOHPHQWDWLRQ
FKDOOHQJHV IRU PDQ\ *RYHUQPHQWV 7KH VWDQGDUG
requires that revenue arising from non-exchange
WUDQVDFWLRQVEHUHFRJQL]HGRQWKHEDVLVRIWKHYDOXH
RI WKH DVVHWEHQHƄW UHFHLYHG OHVV DQ\ REOLJDWLRQV
FRQGLWLRQV WKDWPD\VWLOOQHHGWREHPHWLQWHUPVRI
147

Please note that, at the time of writing, it was unclear whether
this requirement had come into force.

148

 6HH ,)$& %RWVZDQD DYDLODEOH DW https://www.ifac.org/
about-ifac/membership/country/botswana.

151

 8QGHU,36$6WKHWD[DEOHHYHQWLVGHFLVLYHDQGLVGHƄQHG
DVqWKHHYHQWWKDWWKH*RYHUQPHQWOHJLVODWXUHRURWKHUDXWKRULW\KDVGHWHUPLQHGZLOOEHVXEMHFWWRWD[DWLRQr7KLVPD\
be different from an event generating a legal right to receive a
tax.

149

 6HH *RYHUQPHQW RI *KDQD *KDQD DGRSWV LQWHUQDWLRQDO
SXEOLF VHFWRU DFFRXQWLQJ VWDQGDUGV ,36$6  IRU WKH SXEOLF
sector. Available at http://www.ghana.gov.gh/index.php/
media-center/news/1114-ghana-adopts-international-public-sector-accounting-standards-ipsass-for-the-public-secWRU DFFHVVHG)HEUXDU\ 

150

See also International Bank for Reconstruction and DevelRSPHQWDQG:RUOG%DQN5HSXEOLFRI*KDQD5HSRUW
on the observance of standards and codes – accounting
and auditing. Available at http://documents.worldbank.org/
curated/en/434281479709115757/pdf/ACS116080WP0P%R[%282SGI.

152

ACCA, 2017, IPSAS implementation: Current status and
challenges.

153

 /RSHV &DUGRVR 5 HW DO  %UD]LOLDQ JRYHUQPHQWDO DFcounting reforms: IPSAS and accrual accounting adoption.

154

South Africa, Department: National Treasury, 2016, ConVROLGDWHG )LQDQFLDO 6WDWHPHQWV  )RU WKH <HDU (QGHG
 0DUFK . Available at KWWSVRDJWUHDVXU\JRY]D
3XEOLFDWLRQV&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV)RUILQ\HDUHQGLQJ
&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV
pdf,S} DFFHVVHG-DQXDU\ 
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To take another example, the authorities in Barbados
noted that the change towards IPSAS in terms of
non-exchange revenue led to the establishment of a
central revenue authority to collect income tax, value
added tax, licence income and land tax.155
:LWKUHJDUGWR=DPELDZKHUHFDVKEDVLV,36$6DUH
applied, failure to collect and account for revenue
and a lack of information on expenditure, assets
DQG OLDELOLWLHV KDYH EHHQ LGHQWLƄHG DV FRQVLVWHQW
problems.156

Preparing International Public Sector
Accounting Standard-compliant statements of
financial position
Accounting for assets in general, and the application
of IPSAS 17 – Property, Plant and Equipment in
particular, pose challenges for numerous adopters.
IPSAS 17 provides guidance on accounting treatment
for tangible assets. The loss of future economic
EHQHƄWRUVHUYLFHSRWHQWLDORYHUDQGDERYHV\VWHPDWLF
GHSUHFLDWLRQRULPSDLUPHQWLVUHFRJQL]HGXQGHU,36$6
21 – Impairment of Non-cash-generating Assets and
IPSAS 26 – Impairment of Cash-generating Assets.
All physical assets, including land, buildings, plant and
equipment, infrastructure, subsoil and heritage assets,
would normally be evaluated at cost, including all the
costs associated with their acquisition and preparation
for use, or, where possible, at current value.

private partnerships and civil service pensions, are
QRW UHSRUWHG E\ D VLJQLƄFDQW QXPEHU RI FRXQWULHV
Natural resources are reported and measured by a
PLQRULW\ RI FRXQWULHV ,Q DQ 2(&' DQG ,)$& VXUYH\
it was found that the rationale for this situation varies
depending on the country. As a part of the survey,
VRPHFRXQWULHVUHIHUUHGWRWHFKQLFDOGLIƄFXOWLHVUHODWLQJ
to the inventorying of assets and the evaluation of
liabilities, while others indicated that these items are
not reported due to the lack of international consensus
on the appropriate accounting treatment.158
To accommodate some of the challenges linked to
WKHDGRSWLRQRI,36$6,0)KDVGHYHORSHGVRPH
guidance on the standard, particularly on developing
accounting policies for tangible assets, which includes
the following recommendations:159

By way of an example illustrating that populating the
ƄQDQFLDOVWDWHPHQWRISRVLWLRQGRHVHQWDLOFKDOOHQJHV
LQDMRLQW 2(&'DQG,)$&UHSRUWLWLVQRWHGWKDW
countries have progressed differently in populating
their balance sheets.157 Most countries that have
implemented accrual accounting reforms report a
large range of assets, including land and buildings,
defence equipment and infrastructure. However,
certain liabilities, such as debt related to public155

 ,)$&  $FFUXDO 3UDFWLFHV DQG 5HIRUP ([SHFWDWLRQV LQ
WKH&DULEEHDQ3XEOLF6HFWRU)LQDQFLDO$FFRXQWDELOLW\6XUYH\
Findings, 15 March.

•

q$FDSLWDOL]DWLRQWKUHVKROGVKRXOGEH XVHGIRU
inclusion of physical and intangible assets in
the balance sheet, since low value items will not
affect the interpretation of the asset balances.

•

Information provided in the balance sheet
and disclosures should be detailed enough
to provide a complete and relevant picture of
all public assets. This may involve identifying
GLIIHUHQW FDWHJRULHV ZLWKLQ *RYHUQPHQWVp
infrastructure, buildings, equipment, or natural
resources, such as: roads, airports, schools,
KRVSLWDOV SULVRQV RIƄFH EXLOGLQJV PLOLWDU\
equipment, national security equipment,
DJULFXOWXUDOSURGXFWVKHOGE\WKH*RYHUQPHQW
proven oil or gas reserves, etc.

•

*RYHUQPHQWV VKRXOG UHSRUW RQ DVVHWV WKH\
FRQWURODQGQRWMXVWWKHDVVHWVWKDWWKH\RZQ
>6LPLODUO\ *RYHUQPHQWV VKRXOG QRW UHFRJQL]H
assets if they do not control them, even if they
GROHJDOO\RZQWKHP@&RQWUROLVWKHSRZHUWR
JRYHUQWKHXVHRIDQDVVHWWREHQHƄWRUWREHDU
the risks from its use.

•

Accounting policies therefore need to elaborate
on how this principle should be interpreted, by
setting control criteria or indicators for the main
categories of assets;

•

The valuation methods for assets will
typically be an initial recognition at cost, and
D VXEVHTXHQW RQH DW DPRUWL]HG FRVW PDUNHW

156

 =DPELD 2IƄFH RI WKH $XGLWRU *HQHUDO  Report of the
Auditor General on the Accounts of the Republic. For the
<HDU(QGHG'HFHPEHU. Available at http://www.ago.
JRY]PUHSRUWV6SHFLDO5(32572)SGI.

157

Moretti D, 2016, Accrual practices and reform experiences
LQ 2(&' FRXQWULHV t UHVXOWV RI WKH  2(&' $FFUXDOV
Survey, OECD Journal on Budgeting    t $YDLOable at: https://www.oecd-ilibrary.org/docserver/budgetMOYM[PW]TSGI"H[SLUHV  LG LG DFFQDPH
RFLG FKHFNVXP &''$''&)'&
(%%))) DFFHVVHG-DQXDU\ 
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 6HH 2(&' DQG ,)$&  Accrual Practices and Reform
([SHULHQFHVLQ2(&'&RXQWULHV, Paris.

159

Cavanagh J et al., 2016, Implementing Accrual Accounting in
the Public SectorSS}t
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YDOXH RU UHSODFHPHQW FRVW )RU DVVHWV WKDW
DUH PHDVXUHG DW DPRUWL]HG FRVW D XVHIXO OLIH
needs to be determined appropriately in the
accounting policies, based on information
SURYLGHGE\>WKHHQWLWLHV@WKDWVXSSO\RUPDLQWDLQ
these assets. Where initial recognition at cost
or market value is not possible, because
supporting information is not available, or there
is no observable market price, accounting
SROLFLHV PD\ DXWKRUL]H VLPSOLƄHG PHWKRGV
such as statistical estimations.”
Accounting for physical assets provides perhaps the
greatest practical challenges in this last phase of the
transition.160 6RPH VSHFLƄF RSHUDWLRQDO LPSOLFDWLRQV
that emerge in the process of adopting IPSAS 17
relate to, for example, the establishment of asset
and inventory records. According to one source: “A
VLJQLƄFDQWHIIRUWPD\EHQHHGHGWREULQJDVVHWUHFRUGV
up to date, to verify the existence and condition of
VXFKDVVHWVDQGWRGHWHUPLQHLQLWLDOYDOXDWLRQV/LVWV
of assets owned or controlled by public sector entities
need to be maintained, in the form of asset registers.
Asset registers may be a simple spreadsheet or
database, but, ideally, they should be maintained in
an information system that interfaces directly with the
JHQHUDOOHGJHU*RYHUQPHQWVWUDQVLWLRQLQJWRDFFUXDOV
may not have such information readily available and
will have to undertake an initial inventory of their
physical and intangible assets, together with evidence
RISK\VLFDOYHULƄFDWLRQr161
The Abu Dhabi Accountability Authority issued an
XQTXDOLƄHG DXGLW UHSRUW RQ DOO JRYHUQPHQW ƄQDQFLDO
statements for 2016.162 However, challenges were
encountered at the level of individual entities, where
issues included: the impairment testing of goodwill and
intangible assets; revenue recognition; depreciation
of assets over their useful lives; preparation of
FRQVROLGDWHG ƄQDQFLDO VWDWHPHQWV WKH DFFRXQWLQJ
WUHDWPHQWRIƄQDQFHDQGRSHUDWLQJOHDVHVDSSURYHG
spending of annual budgets; asset recognition; the
SUHVHQWDWLRQ LQ ƄQDQFLDO VWDWHPHQWV RI JRYHUQPHQW
contributions; the estimation of fair value of investment
properties; the payment of annual bonuses and staff
incentives; assessment of the likelihood of recovery
160

RI ƄQDQFLDO IDFLOLWLHV DQG ORDQV SURƄW UHFRJQLWLRQ
including of foreign investments; and comparisons
between budget and actual spend.
Additional challenges linked to the preparation of an
,36$6FRPSOLDQW VWDWHPHQW RI ƄQDQFLDO SRVLWLRQ PD\
LQFOXGHWKHYDU\LQJLQWHUSUHWDWLRQVRIqFRPSRQHQWL]DWLRQr
of assets, referring to the requirement in IPSAS 17
WR VHSDUDWHO\ DFFRXQW IRU VLJQLƄFDQW FRPSRQHQWV RI
DVVHWV7KLVLVHVSHFLDOO\FKDOOHQJLQJZKHQUHFRJQL]LQJ
and measuring infrastructure assets, which may not
KDYH EHHQ SUHYLRXVO\ UHFRJQL]HG XQGHU WKH FDVK
basis of accounting or may have previously only
been accounted for collectively as a bundle of related
assets.163
7KH OLDELOLWLHV VLGH RI WKH VWDWHPHQW RI ƄQDQFLDO
position may also pose certain challenges for IPSAS
DGRSWHUV $FFRXQWLQJ IRU SRVWHPSOR\PHQW EHQHƄWV
can be challenging. National public pension and social
security systems are established by law and can
differ greatly. Systems may be funded or unfunded,
mandatory or voluntary. In most countries, different
types of pension and social security schemes may
FRH[LVW 7\SLFDOO\ WKHVH LQFOXGH D  QDWLRQDO SHQVLRQ
or social security schemes, to which private and
public sector employees are required to contribute;
E  D SXEOLF VHUYDQWV SHQVLRQ VFKHPH DQG F  VRPH
EHQHƄWV RU SHQVLRQ VFKHPHV IRU VSHFLƄF FDWHJRULHV
RI HPSOR\HHV VXFK DV PLOLWDU\ RU WHDFKHU SHQVLRQ
VFKHPHV 164
$VSRLQWHGRXWLQD,0)UHSRUWVSHFLDODFFRXQWLQJ
WUHDWPHQW LV UHTXLUHG IRU SRVWHPSOR\PHQW EHQHƄWV
that are usually earned on a continuing basis, but that
may not be paid directly or until sometime in the future.
*RYHUQPHQWVWKDWDUHLQYROYHGLQVXFKDUUDQJHPHQWV
should therefore develop accounting policies that
GHƄQH KRZ WR HVWLPDWH JRYHUQPHQW REOLJDWLRQV 7KH
WUHDWPHQWRIORQJWHUPSHQVLRQVDQGVLPLODUEHQHƄWVLV
complex because of the timescales and uncertainties
attached to them.165

163

Ernst and Young, 2015, Common IPSAS adoption issues,
S}

164

See for example, Ponds E, Severinson C and Yermo J,
 )XQGLQJ LQ SXEOLF VHFWRU SHQVLRQ SODQV ,QWHUQDWLRQDO
evidence, OECD Working Papers on Finance, Insurance and
3ULYDWH 3HQVLRQV  2(&' 3XEOLVKLQJ 3DULV $YDLODEOH DW
http://dx.doi.org/10.1787/5kgcfnm8rgmp-en DFFHVVHG 
-DQXDU\ 

165

Cavanagh J et al., 2016, Implementing Accrual Accounting in
the Public SectorSS}t
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Abu Dhabi Accountability Authority, 2017, AccountDELOLW\ 5HSRUW  SS} t DYDLODEOH DW http://www.
adaa.abudhabi.ae/En/Publications/Pages/Publications.
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,QWKH,0)UHSRUWLWLVVWDWHGWKDW
“Differences in pension systems and/or differences
in accounting rules can lead to differing outcomes in
WKHƄQDQFLDODFFRXQWV7KHƄQDQFLDOVWDWHPHQWVRIWKH
*RYHUQPHQWVRI$XVWUDOLD&DQDGD1HZ=HDODQGWKH
8QLWHG.LQJGRPRI*UHDW%ULWDLQDQG1RUWKHUQ,UHODQG
and the United States of America include liabilities in
relation to the pensions of government employees. In
WKHVHFRXQWULHVDVZHOODVLQfIRUH[DPSOH)UDQFH
DQG6SDLQfWKH*RYHUQPHQWVDOVRSURYLGHSD\PHQWV
WRSULYDWHVHFWRUHPSOR\HHVRUWRDOOFLWL]HQVRIDFHUWDLQ
age, but these payments are not treated as creating
OLDELOLWLHVIRUWKH*RYHUQPHQWVLQFHWKH\DUHYLHZHGDV
RQJRLQJVRFLDOEHQHƄWV3DUWRIWKHUHDVRQLVWKDWWKH
*RYHUQPHQW GRHV QRW KDYH D FRQWUDFWXDO REOLJDWLRQ
to make these payments, and it could reduce them
by changing the law – though, from a practical point
RI YLHZ WKH *RYHUQPHQWpV URRP IRU PDQRHXYUH PD\
be very limited. Where these payments are funded by
ordinary taxes, there is also a concern that to record
a liability for them would not make sense unless an
asset was also recorded in relation to the taxes.”166
2QH H[DPSOH RI D PRUH VSHFLƄF FKDOOHQJH LQ WKH
FRQWH[W RI GHƄQHG EHQHƄW SODQV FDQ EH IRXQG LQ
7DQ]DQLD 7KH FRXQWU\ DGRSWHG ,36$6 LQ 
IRU WKH HQWLUH *RYHUQPHQW 7KH 1DWLRQDO $XGLW 2IƄFH
RI 7DQ]DQLD KDV QRWHG D QXPEHU RI LPSOHPHQWDWLRQ
SUREOHPV LQFOXGLQJ WKH IDFW WKDW WKH *RYHUQPHQW
ODFNHG DFWXDULDO YDOXDWLRQ RI GHƄQHG EHQHƄWV SODQV
IRUJRYHUQPHQWUHWLUHHVFRQWUDU\WR,36$6 WRGD\
,36$6   :LWKRXW SHUIRUPLQJ DFWXDULDO YDOXDWLRQV
WKH*RYHUQPHQWZDVXQDEOHWRUHSRUWWKHLQLWLDOOLDELOLW\
IRUWKHGHƄQHGEHQHƄWSODQVWKHDPRXQWRIDFWXDULDO
gains and losses, past and current service, or the
LQWHUHVWFRVWRIWKHGHƄQHGEHQHƄWSODQ167
/DVWO\ LW VKRXOG EH QRWHG WKDW LQ DGGLWLRQ WR WKH
recognition of assets and liabilities, transitioning to
,36$6 HQWDLOV WKH UHFRJQLWLRQ RI ƄQDQFLDO OLDELOLWLHV
DQG ƄQDQFLDO DVVHWV LQ WKH EDODQFH VKHHW UHFRUGLQJ
changes in the value of those stocks in the operating
VWDWHPHQW 5HFRUGLQJ ƄQDQFLDO OLDELOLWLHV VXFK DV
pensions or debt related to public-private partnerships,
DQG GLVFORVLQJ ƄQDQFLDO FRQWLQJHQW OLDELOLWLHV DOVR
allows internal and external stakeholders to have a
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Ibid., footnote 35.
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ACCA, 2017, IPSAS implementation: Current status and
FKDOOHQJHVSS}t
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EHWWHUXQGHUVWDQGLQJRIWKHORQJWHUPƄQDQFLDOLPSDFW
of government decisions and commitments.168

Additional high-level technical challenges
of preparing International Public Sector
Accounting Standard-compliant financial
statements
,36$6EDVHG ƄQDQFLDO VWDWHPHQWV SURGXFHG LQFOXGH
the full set of statements required under accrual
DFFRXQWLQJ 7KLV LQFOXGHV D FDVKƅRZ VWDWHPHQW D
VWDWHPHQW RI ƄQDQFLDO SRVLWLRQ LQFOXGLQJ DOO DVVHWV
DQG OLDELOLWLHV  D VWDWHPHQW RI ƄQDQFLDO SHUIRUPDQFH
and a statement of changes in net assets/equity.169
In addition, if the public sector entity has a publicly
available budget then a reconciliation against the
DFFUXDODFFRXQWVLVUHTXLUHG UHIHUWREXGJHWVHFWLRQ 
IPSAS does not assume that the accrual basis
ZLOO EH XVHG LQ EXGJHWLQJ 6SHFLƄFDOO\ ,36$6 
t 3UHVHQWDWLRQ RI %XGJHW ,QIRUPDWLRQ LQ )LQDQFLDO
Statements provides the option of using any other
basis than accrual basis. Under IPSAS 24, entities
that make their budget publicly available are asked
to present a comparison of the budget amounts and
the actual amounts. IPSAS 24 offers two alternatives
for disclosing the comparison between the actual
ƄJXUHV DQG WKH EXGJHW HLWKHU D VHSDUDWH VWDWHPHQW
qVWDWHPHQW RI FRPSDULVRQ RI EXGJHW DQG DFWXDO
DPRXQWVr  RU DQ DGGLWLRQDO FROXPQ LQ WKH ƄQDQFLDO
statements.
7KH PDLQ GLIƄFXOW\ SXEOLF VHFWRU HQWLWLHV DSSHDU
to encounter when applying this standard is the
determination of a “comparable actual amount”. This
refers to “the requirement to convert the actual results
SUHVHQWHG LQ WKH VWDWHPHQW RI ƄQDQFLDO SHUIRUPDQFH
DQG VWDWHPHQW RI ƄQDQFLDO SRVLWLRQ EDFN LQWR D IRUP
that is consistent with the basis on which the budget
was originally prepared and approved. This is purely
to ensure comparability between the two sets of
information”. Applying IPSAS 24 “can be complex and
time consuming, particularly since the reconciliation
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Cavanagh J et al., 2016, Implementing Accrual Accounting in
the Public SectorSS}t
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Some valuation changes are not shown in the statement of
changes in net assets/equity. Also, the statement of changes
in net assets/equity does not only present valuation changes,
EXWDOVRRWKHUPRYHPHQWVUHFRJQL]HGGLUHFWO\LQHTXLW\
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between the two sets of information needs to also be
disclosed”.170
Consolidation is another area that may pose challenges
WRLPSOHPHQWHUVRI,36$6 ,36$6t&RQVROLGDWHG
)LQDQFLDO 6WDWHPHQWV  q:KLOH *RYHUQPHQWV ZLOO OHDUQ
IURP WKH H[SHULHQFH JDLQHG GXULQJ WKH ƄUVW SKDVH
of the transition to accrual for undertaking this task,
FRQVROLGDWLQJ WKH ƄQDQFLDO VWDWHPHQWV RI VXEQDWLRQDO
*RYHUQPHQWV PD\ SURYH D OHQJWK\ SURFHVV 7KLV LV
EHFDXVHLQVRPHFRXQWULHV L WKH&RQVWLWXWLRQODZV
RUUHJXODWLRQVGHƄQLQJWKHDFFRXQWDELOLW\UHTXLUHPHQWV
DQG UHVSRQVLELOLWLHV RI WKH VXEQDWLRQDO *RYHUQPHQW
PD\ QRW EH KDUPRQL]HG LL  DFFRXQWLQJ DQG
systems capacity may be weaker at the subnational
JRYHUQPHQWOHYHO LLL DFFRXQWLQJVWDQGDUGVPD\KDYH
been developed at subnational level under a different
EDVLV RI DFFRXQWLQJ DQG FKDUWV RI DFFRXQW DQG LY 
VXEQDWLRQDO*RYHUQPHQWPD\KDYHGLIIHUHQWUHSRUWLQJ
F\FOHVWKDQFHQWUDO*RYHUQPHQWr+RZHYHULWLVDOVR
LPSRUWDQW WR KLJKOLJKW WKDW FRQVROLGDWHG ƄQDQFLDO
VWDWHPHQWV RI FHQWUDO *RYHUQPHQW RQO\ LQFOXGH
VXEQDWLRQDO *RYHUQPHQWV LI WKH IRUPHU FRQWUROV WKH
latter, which, in many countries, may not be the case.
,WLVWKHUHIRUHSDUWLFXODUO\EHQHƄFLDOWKDWDJDSDQDO\VLV
be undertaken for both central and subnational
*RYHUQPHQWVWRLGHQWLI\WKHGLIIHUHQFHVEHWZHHQWKH
targeted and the existing accounting frameworks.
The analysis can then allow both central and local
*RYHUQPHQWV WR GHƄQH DQ DFWLRQ SODQ WR FORVH WKH
gap. Ideally, this should be done before the transition
starts.171
7KH $VVRFLDWLRQ RI &KDUWHUHG &HUWLƄHG $FFRXQWDQWV
commissioned two studies, one on the use of whole
of government accounts172 and one on the use of
consolidated government accounts,173 comparing
FRQVROLGDWLRQ SUDFWLFHV LQ ƄYH GLIIHUHQW FRXQWULHV
$XVWUDOLD &DQDGD 1HZ =HDODQG 6ZHGHQ DQG WKH
8QLWHG.LQJGRPRI*UHDW%ULWDLQDQG1RUWKHUQ,UHODQG 
According to the studies, the federated structures of
170

See for example, Ernst and Young, 2015, Common IPSAS
DGRSWLRQLVVXHVS}
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Cavanagh J et al., 2016, Implementing Accrual Accounting in
the Public SectorS}
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ACCA, 2014, Whole of government accounts: Who is usLQJWKHP"$YDLODEOHDWhttp://www.accaglobal.com/content/
GDPDFFDJOREDO3')WHFKQLFDOSXEOLFVHFWRUWHFKWSZRga-whole-of-government.pdf.
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ACCA, 2015, Consolidated government accounts: How are
WKH\XVHG"$YDLODEOHDW http://www.accaglobal.com/content/
GDP$&&$B*OREDO7HFKQLFDOSXEVHFWHDFRQVROLGDWHG
government-accounts-v4.pdf.

*RYHUQPHQWIRXQGLQ$XVWUDOLD&DQDGDDQG6ZHGHQ
FRQVROLGDWHRQWKHEDVLVRIMXULVGLFWLRQUHƅHFWLQJSROLWLFDO
notions of control and accountability boundaries. The
8QLWHG.LQJGRPRI*UHDW%ULWDLQDQG1RUWKHUQ,UHODQG
on the other hand, adopts more expansive models of
consolidation, with a macroeconomic emphasis on
XVDELOLW\ IRU JRYHUQPHQW SROLF\PDNLQJ UDWKHU WKDQ
SXEOLFDFFRXQWDELOLW\ 
The studies show that, in order for consolidated
government accounting reform programmes to bring
about the use of consolidated whole of government
accounts for their intended purpose, politicians and
NH\ JRYHUQPHQW RIƄFLDOV PXVW GLVSOD\ VLJQLƄFDQW
commitment. Such coordinated political action,
however, is hard to achieve and remains the most
VLJQLƄFDQWFKDOOHQJHIRUDQ\DFFRXQWLQJEDVHGUHIRUP
Currently, there are no real political incentives to switch
in large numbers to using consolidated government
accounting systems for policymaking in most of the
FRXQWULHV DQDO\VHG LQ WKH $VVRFLDWLRQ RI &HUWLƄHG
&KDUWHUHG $FFRXQWDQWV $&&$  VWXGLHV ZLWK 1HZ
=HDODQGEHLQJWKHH[FHSWLRQ
To make such reforms more relevant to users and
useful for decision-making purposes, consideration
needs to be given to incorporating government
budgeting functions and perhaps convergence with
DQLQWHUQDWLRQDOVWDWLVWLFVIUDPHZRUNUDWKHUWKDQMXVW
compliance reporting for accountability purposes.
)URPWKHSHUVSHFWLYHRIWKH8QLWHG.LQJGRPRI*UHDW
Britain and Northern Ireland, there is also a need to
include mechanisms to ensure that recommendations
E\ SDUOLDPHQWDU\ FRPPLWWHHV VFUXWLQL]LQJ ZKROH RI
government accounts are followed up.
The studies further showed that, in Canada, there is a
SHUVLVWHQWQHHGIRUWKHLQWHJUDWLRQRIYDULRXVƄQDQFLDO
DV ZHOO DV VWDWLVWLFDO  LQIRUPDWLRQ V\VWHPV LQ RUGHU
to enhance the comparability, continuity, timeliness
DQG XVHIXOQHVV RI LQIRUPDWLRQ QRW RQO\ IRU ƄQDQFLDO
reporting, but also for planning, decision-making
and accountability purposes. In Sweden, it took a
ORQJ WLPH IRU WKH *RYHUQPHQW DQG RWKHU LQVWLWXWLRQV
to develop an appropriate model that represented
the way in which the country is being managed.
This could indicate that, to get it right, rather than
rushing, careful consideration should be given to how
consolidation should aid management of the country,
and that politicians should make the case for a more
deliberative and long-term approach to reforming
JRYHUQPHQWƄQDQFLDOUHSRUWLQJ
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5. Link to statistical reporting
6WDWLVWLFDO UHSRUWLQJ LQFOXGLQJ JRYHUQPHQW ƄQDQFH
statistics and the European System of Accounts,
SURYLGHWKHEDVLVIRUƄVFDOPRQLWRULQJ7KH*RYHUQPHQW
)LQDQFH6WDWLVWLFV0DQXDOLVSDUWRIDVHULHVRI
international guidelines on statistical methodologies
WKDW KDYH EHHQ LVVXHG E\ ,0) 7KH  0DQXDO LV
an update of its 2001 predecessor and is the third
HGLWLRQ RI D SXEOLFDWLRQ WKDW GHVFULEHV D VSHFLDOL]HG
macroeconomic statistical framework, the government
ƄQDQFH VWDWLVWLFV IUDPHZRUN GHVLJQHG WR VXSSRUW
ƄVFDO DQDO\VLV ,Q WKH  0DQXDO LW LV VWDWHG WKDW
q7KH *RYHUQPHQW )LQDQFLDO 6WDWLVWLFV 0DQXDO 
UHFRPPHQGVGLVVHPLQDWLQJIXOO\LQWHJUDWHGƅRZVDQG
stock positions, recorded on an accrual basis, while
PDLQWDLQLQJFDVKƅRZGDWDWRDOORZDQDVVHVVPHQWRI
WKHOLTXLGLW\FRQVWUDLQWVRI*RYHUQPHQW,WLVUHFRJQL]HG
that the implementation of the fully integrated system
described in the Manual will take some time and will
need to progress at a pace determined by the differing
needs and circumstances of the country involved. In
particular, many countries will need to revise their
XQGHUO\LQJ DFFRXQWLQJ V\VWHPV WR UHƅHFW WKH DFFUXDO
EDVLVRIUHFRUGLQJDQGUHYLVHGFODVVLƄFDWLRQVr174
Within the European Union, the European System
of Accounts175 provides a macro-level statistical
accounting framework for government and nongovernment sectors in the European Union and is
accruals based. European System of AccountsEDVHG JRYHUQPHQW GHEW DQG GHƄFLW GDWD IRU
H[FHVVLYH}GHƄFLW}SURFHGXUHSXUSRVHVDUHWKHUHVXOWRI
the consolidation of the individual accounts of general
government entities in the Member States and are
GHƄQHGE\(XURSHDQ8QLRQOHJLVODWLRQ,QWKHFRQWH[W
RI(XURSHDQ8QLRQƄVFDOPRQLWRULQJDQGWKHH[FHVVLYH
GHƄFLW SURFHGXUH WKH (XURSHDQ &RPPLVVLRQ LQ
accordance with article 126 of the Treaty on the
)XQFWLRQLQJ RI WKH (XURSHDQ 8QLRQ KDV WKH WDVN RI
regularly assessing the quality both of actual data
reported by Member States and of the underlying
government sector accounts, compiled according
to the European System of Accounts. Recent
developments, in particular incidents of inappropriate
174

De Clerk S, ed., 2014, *RYHUQPHQW)LQDQFH6WDWLVWLFV0DQXDOS}[[L
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European Commission, European system of national and
regional accounts, available at http://ec.europa.eu/eurostat/
statistics-explained/index.php/European_system_of_national_and_regional_accounts_-_ESA_2010 DFFHVVHG-DQXDU\ 
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ƄQDQFLDOUHSRUWLQJE\VRPH(XURSHDQ8QLRQ0HPEHU
6WDWHVKDYHGHPRQVWUDWHGWKDWWKHV\VWHPIRUƄVFDO
VWDWLVWLFV KDV QRW VXIƄFLHQWO\ PLWLJDWHG WKH ULVN RI
VXEVWDQGDUG TXDOLW\ GDWD EHLQJ QRWLƄHG WR (XURVWDW
)XUWKHUPRUHWKHLPSDFWRIWKHHFRQRPLFDQGƄQDQFLDO
crisis has highlighted the need to strengthen the
HFRQRPLF JRYHUQDQFH VWUXFWXUH IRU WKH HXUR ]RQH
and the European Union as a whole. The European
Commission responded on 29 September 2010
by adopting a package of legislative proposals, the
q(XURSHDQ HFRQRPLF JRYHUQDQFH SDFNDJHr UHIHUUHG
WR DV WKH qVL[ SDFNr  ZKLFK ZDV DGRSWHG E\ WKH
European Parliament and the Council of the European
Union on 16 November 2011. This package seeks to
H[WHQGDQGLPSURYHWKHPRQLWRULQJRIƄVFDOSROLFLHV
macroeconomic policies and structural reforms, in
order to remedy the shortcomings found in existing
legislation. New enforcement mechanisms are planned
in the event of non-compliance by European Union
Member States. It is clear that these mechanisms must
rely on high-quality statistical information, produced
RQ WKH EDVLV RI UREXVW DQG KDUPRQL]HG DFFRXQWLQJ
standards adapted to the European public sector.
,Q,36$6%LQLWLDWHGDSURMHFWGHVLJQHGWRUHGXFH
the differences between IPSAS and public sector
JRYHUQPHQWƄQDQFHVWDWLVWLFVUHSRUWLQJJXLGHOLQHV
$FFRUGLQJ WR ,36$6% q6LJQLƄFDQW EHQHƄWV FDQ
EH JDLQHG IURP XVLQJ D VLQJOH LQWHJUDWHG ƄQDQFLDO
LQIRUPDWLRQ V\VWHP WR JHQHUDWH ERWK ,36$6 ƄQDQFLDO
VWDWHPHQWVDQGJRYHUQPHQWƄQDQFHVWDWLVWLFVUHSRUWV
7KLV ZLOO UHGXFH JRYHUQPHQW ƄQDQFH VWDWLVWLFV UHSRUW
preparation time, costs and effort, while improvements
can be expected in the source data for these reports,
ZLWKƅRZRQEHQHƄWVLQWHUPVRIUHSRUWTXDOLW\LQFOXGLQJ
timeliness. Improvements to the understandability and
credibility of both types of reports are also likely to
result.”176
…
“Differences between IPSAS and government
ƄQDQFHVWDWLVWLFVUHSRUWLQJJXLGHOLQHVDUHRIWZRPDLQ
W\SHV D  XQGHUO\LQJ FRQFHSWXDO GLIIHUHQFHV DQG E 
presentation and terminology differences.”177
176

IPSASB, 2012a, At a glance: Consultation paper, IPSASs
DQGJRYHUQPHQWƄQDQFHVWDWLVWLFVUHSRUWLQJJXLGHOLQHV2FWREHU SS} t $YDLODEOH DW https://tinyurl.com/y8e6wea7
DFFHVVHG-DQXDU\ 
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IPSASB, 2012b, ,36$6VDQG*RYHUQPHQW6WDWLVWLFV5HSRUWing Guidelines2FWREHUS}DYDLODEOHDWhttps://www.
LIDFRUJV\VWHPƄOHVSXEOLFDWLRQVƄOHV,36$6VDQG
*)6*XLGHOLQHV),1$/2FWREHU
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6. Budget versus accrual reporting
The authors of one 2009 report on transitioning to
accrual accounting addressed a number of issues
relating to alignment of accrual accounting and
budgeting, stating that: “it is sometimes argued that
accounting and budgeting regimes should be closely
aligned so that there is a clear and transparent basis
IRU FRPSDULQJ LQ ƄQDQFLDO WHUPV WKH *RYHUQPHQWpV
SODQQHGDQGDFWXDOƄQDQFLDORXWFRPHVr178
*RYHUQPHQWV PD\ GHFLGH WR DGRSW DFFUXDO
DFFRXQWLQJ DV D ƄUVW VWHS EHIRUH HPEDUNLQJ RQ WKH
more complex task of introducing accrual budgeting.
0RVW*RYHUQPHQWVRSHUDWHRQDFDVKEDVLV
According to one 2017 study on accrual practices
and reform in the Caribbean, the current budget
recognition basis in the region is as follows: Nine
HFRQRPLHV $QJXLOOD$UXEDWKH%DKDPDV%HOL]HWKH
%ULWLVK 9LUJLQ ,VODQGV *X\DQD -DPDLFD 0RQWVHUUDW
DQG 7ULQLGDG DQG 7REDJR  RU  SHU FHQW SUHSDUH
WKHLU EXGJHW RQ D FDVK EDVLV )RXU HFRQRPLHV
$QWLJXDDQG%DUEXGD6DLQW/XFLD6DLQW9LQFHQWDQG
WKH *UHQDGLQHV DQG WKH 7XUNV DQG &DLFRV ,VODQGV 
are transitioning from a cash to an accrual basis; and
WZR HFRQRPLHV %DUEDGRV DQG WKH &D\PDQ ,VODQGV 
prepare their budget on an accrual basis.179
This may give rise to a temporary incongruity between
H[DQWHDQGH[SRVWLQIRUPDWLRQ IRUH[DPSOHƄQDQFLDO
statements would include accrual-based expenses,
while the budget would continue to be based on cash
H[SHQGLWXUH  +RZHYHU WKH DFFXPXODWLRQ RI DFFUXDO
accounting experience and the availability of accrualbased historical data during this period are likely to
contribute to a smoother eventual transition to accrual
budgeting. 180
2QH FKDOOHQJH ZKHQ KDQGOLQJ EXGJHWDU\ UHSRUWLQJ
DQG DQQXDO ƄQDQFLDO UHSRUWLQJ LV WKDW ZKHUH WKHUH
are timing differences in the introduction of accrual
accounting and budgeting, there will be a need to
2012.pdf6HHS}RIVDPHGRFXPHQWIRUDGHWDLOHGOLVWRI
GLIIHUHQFHVEHWZHHQ,36$6DQGJRYHUQPHQWƄQDQFHVWDWLVtics reporting guidelines.
178

Khan A and Mayes S, 2009, 7UDQVLWLRQWR$FFUXDO$FFRXQWing,0)6HSWHPEHUS}DYDLODEOHDWhttps://www.imf.org/
external/pubs/ft/tnm/2009/tnm0902.pdf.
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 ,)$&  $FFUXDO 3UDFWLFHV DQG 5HIRUP ([SHFWDWLRQV LQ
WKH&DULEEHDQ3XEOLF6HFWRU)LQDQFLDO$FFRXQWDELOLW\6XUYH\
Findings0DUFKS}
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Khan A and Mayes S, 20097UDQVLWLRQWR$FFUXDO$FFRXQWingSS}t

maintain the capacity to generate suitable cash-based
reports in the interim.
Accrual-based budgets seek to show the estimated
IXOO UHVRXUFH UDWKHU WKDQ MXVW WKH FDVK LPSOLFDWLRQV
of planned government activities. Thus, budgeted
ƄQDQFLDO VWDWHPHQWV VKRZ WKH DFFUXDOEDVHG
budgeted revenues and expenses, budgeted cash
receipts and payments and the estimated impact of
the planned activities on the assets and liabilities of
WKH*RYHUQPHQW
$ EXGJHW FODVVLƄFDWLRQ VHWV RXW WKH ZD\ LQ ZKLFK
EXGJHWHG UHYHQXHV H[SHQGLWXUHV DQG ƄQDQFLQJ
LWHPV ZRXOG EH FDWHJRUL]HG DQG SUHVHQWHG LQ
the budget. Under a cash-budgeting system, the
EXGJHW FODVVLƄFDWLRQ ZRXOG QRW LQFOXGH VWRFNV RI
assets or liabilities. A chart of accounts is a logical
coding framework that forms the basis of recording
DFFRXQWLQJ WUDQVDFWLRQV DQG EDODQFHV ƅRZV DQG
VWRFNV LQWKHJHQHUDOOHGJHUWKHSULQFLSDODFFRXQWLQJ
record of an entity. In a properly designed system,
the chart of accounts should incorporate the budget
FODVVLƄFDWLRQ 7KLV PHDQV WKDW LQ DGGLWLRQ WR DOO WKH
DFFRXQWV VSHFLƄHG LQ WKH EXGJHW FODVVLƄFDWLRQ WKH
chart of accounts will include other accounts required
IRUDFFRXQWLQJDQGUHSRUWLQJSXUSRVHV)RUH[DPSOH
a chart will have accounts for assets and liabilities
that would not normally be included in a cash-based
EXGJHW FODVVLƄFDWLRQ ,Q DGGLWLRQ D FKDUW ZRXOG
normally also include information about particular
revenues and expenses at a more detailed level than
UHTXLUHGIRUWKHEXGJHWFODVVLƄFDWLRQ
$FFRUGLQJ WR D  ,0) UHSRUW q7KH *RYHUQPHQW
of Iceland has decided to reform its legal framework
for budgeting by introducing a new organic budget
law… The proposed organic budget law is designed
WR LPSURYH ƄVFDO GLVFLSOLQH FRGLI\ H[LVWLQJ JRRG
SUDFWLFHV VXSSRUW VXVWDLQDEOH ƄVFDO SROLF\ DQG
put Iceland at the forefront of international budget
practice. In particular, the proposed organic budget
ODZ UHTXLUHV LPSURYHPHQW RI WKH ƄVFDO UHSRUWLQJ
framework consistent with internationally accepted
standards.
…
7KH DOLJQPHQW EHWZHHQ WKH EXGJHW DQG WKH ƄQDQFLDO
VWDWHPHQWVPXVWEHPDLQWDLQHG2QHRIWKHVWUHQJWKV
of the existing legal framework is this alignment and
the proposed organic budget law also stresses the
LPSRUWDQFH RI WKLV IHDWXUH )LUVW EXGJHW GRFXPHQWV
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VKRXOG LQFOXGH D IXOO VHW RI SURMHFWHG RU HVWLPDWHG
ƄQDQFLDO VWDWHPHQWV IRU HDFK RI WKH EXGJHW DQG
forward years that are fully comparable to the ex post
ƄQDQFLDO VWDWHPHQWV 6HFRQG DOWKRXJK WKH EXGJHW
ZRXOGIRFXVRQ*RYHUQPHQW)LQDQFH6WDWLVWLFV0DQXDO
2001 indicators, such as net lending/borrowing, and
,36$6VWDWHPHQWVXVXDOO\IRFXVRQVXUSOXVRUGHƄFLW
– also referred to as operating result – a common
KDUPRQL]HG SUHVHQWDWLRQ RI WKH RSHUDWLQJ VWDWHPHQW
should be adopted for both budgets and accounts.
7KH EXGJHW VKRXOG UHFRJQL]H GHSUHFLDWLRQ DV DQ
expense but need not appropriate for depreciation at
this stage. The budgeted operating statement should
include depreciation as an expense to determine the
operating result. Although depreciation could also
be appropriated, it is suggested that, in order to
avoid complexities, this should be deferred. Instead,
appropriation should continue to be for accrualEDVHG H[SHQVHV H[FOXGLQJ GHSUHFLDWLRQ  DQG FDSLWDO
expenditure. This issue should be revisited after the
implementation of IPSAS for ex post reporting has been
completed and some expertise has been developed
in dealing with depreciation, particularly estimating
depreciation for budget and future years.”181
$QRWKHUH[DPSOHFDQEHIRXQGLQ%UD]LO$FFRUGLQJWR
$&&$q%UD]LOKDVQHHGHGWRLPSURYHSXEOLFƄQDQFLDO
management processes alongside the implementation
of IPSAS and increase resources and expand staff
FDSDFLW\ 7KH FRXQWU\pV EXGJHW LV FDVK EDVHG EXW
ƄQDQFLDO VWDWHPHQWV DUH DFFUXDO EDVHG UHTXLULQJ D
dual ledger to serve budget reporting and accrual
accounting.”182

7. Information technology
0DQ\ FRXQWULHV PD\ ƄQG WKDW H[LVWLQJ ,7 ZLOO QRW
necessarily support the adoption of accrual-based
IPSAS. Thus, IPSAS adoption is likely to require
the replacement or adaptation of some existing IT
systems, data structures and charts of accounts.
Reporting systems and structures may need to be
updated as part of the transition process. A change
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 ,0)  &RXQWU\ 5HSRUW 1R  ,FHODQG 7HFKQLFDO
$VVLVWDQFH5HSRUWt,36$6LQ,FHODQGt7RZDUGV(QKDQFHG
)LVFDO 7UDQVSDUHQF\ December 2014, Washington, D.C.,
SS} t $YDLODEOH DW https://www.imf.org/external/pubs/ft/
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in IT systems can be costly and will require expert
advice.183

8. Skills capacity
*RYHUQPHQWV DQG SXEOLF VHFWRU RUJDQL]DWLRQV PD\
QRW KDYH WKH VNLOOV FRPSHWHQFH DQG VWDIƄQJ OHYHOV
needed to cope with the adoption of IPSAS: a process
that has posed a challenge in many countries.
Implementation requires a programme of training to
raise skills and there will be additional pressures to
recruit and retain IPSAS-focused and skilled staff. The
skills challenge goes beyond a lack of core knowledge
and understanding of IPSAS, encompassing other
issues, such as the translation of standards and
JXLGDQFHPDWHULDOV6NLOOJDSVLGHQWLƄHGLQFOXGHVRPH
reporting areas, particularly the narrative reporting
DFFRPSDQ\LQJ WKH ƄQDQFLDO VWDWHPHQWV WR FODULI\
ZKDW WKH ƄQDQFLDO GDWD LV WHOOLQJ WKH XVHUV184 IPSAS
adoption requires not only a paradigm shift in skills,
EXW DOVR D FKDQJH LQ ƄQDQFH FXOWXUH DQG PLQGVHW WR
exploit the opportunities presented by professional
accountants to drive value. In addition to the technical
VNLOOV UHTXLUHG FRXQWU\VSHFLƄF ODQJXDJH FKDOOHQJHV
PD\ QHHG WR EH DGGUHVVHG )RU H[DPSOH LQ $EX
Dhabi, there was an additional issue of the need to
SUHVHQWƄQDQFLDOVWDWHPHQWVLQ$UDELFDVUHTXLUHGE\
WKH*RYHUQPHQW185 The overall accountancy capacity
within a country will have an impact on its ability to
UHFUXLWDQGUHWDLQTXDOLƄHGVWDIIZLWKLQ*RYHUQPHQWDQG
implementation will require upskilling. This may lead to
WUDLQHGVWDIIOHDYLQJDJLYHQRUJDQL]DWLRQEXWFDQDOVR
be viewed as an opportunity to develop existing staff.
A consideration here should be the balance between
internal and external resources.
ACCA notes that, in order to ensure that the
appropriate knowledge transfer to internal staff
takes place in the longer term, external consultants
VKRXOG EH XVHG ZLWK FDUH /HQJWK\ LPSOHPHQWDWLRQ
timescales mean that entities must consider how to
UHWDLQ LQVWLWXWLRQDO PHPRU\ DQG WDFLW RUJDQL]DWLRQDO
knowledge throughout the process, as staff may not
be involved for the duration. Implementation will also
require new business models and charts of accounts.
183

 6HH IRU H[DPSOH 2(&' DQG ,)$&  Accrual PracticHV DQG 5HIRUP ([SHULHQFHV LQ 2(&' &RXQWULHV, Paris; and
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Skills-related challenges were observed in Austria
when implementing accrual accounting:186 education
DQGWUDLQLQJUHTXLUHPHQWVWKDWZHUHLGHQWLƄHGLQFOXGHG
•

Education and training on a whole new system
QRWMXVW,7EXWZRUNƅRZVDVZHOO 

•

2QO\ D VPDOO WHDP LQYROYHG LQ GHVLJQLQJ WKH
training contents.

•

The large number of employees in all ministries
to be trained.

•

7KH QHHG WR ƄQG DSSURSULDWH WUDLQHUV ZKR
LGHQWLI\WZLWKWKHUHIRUP WUDLQHUWUDLQLQJ 

•

The need to educate and train within a tight
timetable.

Training activities thus included:
•

Double-entry booking and accrual budgeting
DQG DFFRXQWLQJ V\VWHPV DVVHW PDQDJHPHQW
WUHDVXU\WUDQVDFWLRQPDQDJHPHQWHWF 

•

Different types of seminars of differing intensity
on the new regulations.

•

E-learning programme comprehending the
basics of the reform.

•

Special seminars on performance budgeting
and gender budgeting.

•

Seminars on technical implementation.

Working in partnership with PricewaterhouseCoopers,
WKH 8QLYHUVLW\ RI *KDQD UROOHG RXW D WKUHHPRQWK
training course on IPSAS for staff in key university
administrative functions. The course was designed
to enable staff to acquire the knowledge and skills
required to present transparent and accountable
ƄQDQFLDO VWDWHPHQWV WKDW PHHW LQWHUQDWLRQDO ƄQDQFLDO
standards.187
$QRWKHUUHFHQWSURMHFWLQWKHDUHDRI,36$6HGXFDWLRQ
is the establishment of an online course on European
SXEOLF VHFWRU DFFRXQWLQJ 7KH SURMHFW LV WKH UHVXOW
RI FRRSHUDWLRQ EHWZHHQ ƄYH (XURSHDQ XQLYHUVLWLHV
Students and professionals are introduced to different
public sector accounting approaches and traditions
186

187

See, for example, http://www.rgs.mef.gov.it/_Documenti/
9(56,21(,&RPXQLFD]LRQH:RUNVKRSHFRQYHJQL6HPLnario_2017-02-9_10/5_Accrual_Accounting_Reform_and_
2SHQLQJB%DODQFHB6KHHWBB)HEUXDU\BBB%B6FKDW]
pdf.

 6HH 8QLYHUVLW\ RI *KDQD  8QLYHUVLW\ RI *KDQD FRPPLWV WR ,36$6 FRQYHUVLRQ SURMHFW  6HSWHPEHU DYDLODEOH
at https://www.ug.edu.gh/news/university-ghana-commitsLSVDVFRQYHUVLRQSURMHFW DFFHVVHG-DQXDU\ 

drawn from selected European Union Member States.
The course includes lectures on IPSAS and keeps
WUDFNRIWKHKDUPRQL]DWLRQRI(XURSHDQSXEOLFVHFWRU
accounting and the respective EPSAS. The work was
funded by the European Commission.188
)XUWKHUPRUHVLJQLƄFDQWHIIRUWVDUHQHHGHGWRHGXFDWH
all users of IPSAS-based information, given that,
GHSHQGLQJ RQ WKH MXULVGLFWLRQ SXEOLF VHFWRU ,36$6
EDVHG UHSRUWV PD\ GLIIHU VLJQLƄFDQWO\ IURP UHSRUWV
prepared under the previous accounting standards.189

9. Cost of implementation
)URP ERWK D ƄQDQFH DQG DQ DXGLW SHUVSHFWLYH WKH
FRVWVRILPSOHPHQWDWLRQ ERWKƄQDQFLDODQGUHVRXUFH
EDVHG VKRXOGQRWEHXQGHUHVWLPDWHG190 Costs will be
LQFXUUHG IRU WUDLQLQJ WKH XVH RI VSHFLDOL]HG H[WHUQDO
consultants, IT upgrades and the development of
appropriate guidance and translation tools. There
DUHDOVRVLJQLƄFDQWFRVWVDVVRFLDWHGZLWKDVVHPEOLQJ
WKH VHW RI LQIRUPDWLRQ IRU H[DPSOH DVVHW UHFRUGV 
necessary for accrual reporting but absent in a cashbased environment. In this respect, the lower the
quality of the existing set of information, the more the
move to accrual reporting will cost.
$GHTXDWHƄQDQFLDOUHVRXUFHVVKRXOGDOVREHDOORFDWHG
to targeted stakeholder engagement and to other
engagement and awareness activities. Most of the
countries included in a recent ACCA study adopted
,36$6 LQ FRQMXQFWLRQ ZLWK D ZLGHU SXEOLF ƄQDQFLDO
management improvement programme, which
requires additional investment.
Technology should be considered as a part of cost. It
can be expensive and expert advice and consultancy
LVUHTXLUHGWRVXSSRUWFRQƄJXUDWLRQXVHUWUDLQLQJDQG
transfer to business as usual. Adoption is likely to
require the replacement or adaptation of some existing
IT systems, data structures and charts of accounts.
Reporting systems and structures may need to be
updated as part of the transition process.
188

 8QLYHUVLW\RI5RVWRFN2QOLQHFRXUVH(XURSHDQSXEOLFVHFWRU
accounting, available at http://offene.uni-rostock.de/onlinecourse-european-public-sector-accounting/ DFFHVVHG 
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The Malaysian authorities decided to adopt
the standards for all entities on the same date:
consequently, there was a lack of resources and initial
consultancy costs were high. The lack of skills in
DFFUXDODFFRXQWLQJDOVRFDXVHGGLIƄFXOW\LQSURGXFLQJ
WLPHO\DQGFUHGLEOHƄQDQFLDOVWDWHPHQWV191
,0)192 has suggested that, once the abovementioned gap analysis has been completed,
*RYHUQPHQWV VKRXOG HVWLPDWH WKH FRVWV RI UHIRUP
to determine whether they are outweighed by the
SRWHQWLDO EHQHƄWV DQG VHFXUH EXGJHWDU\ UHVRXUFHV
for the implementation of the reform, which may be
phased or involve partial adoption. Recent experience
LQGLFDWHVWKDWƄQDQFLDODQGRWKHUFRVWVRIUHIRUPVFDQ
YDU\VLJQLƄFDQWO\GHSHQGLQJRQWKHVWDWHRIDFFRXQWLQJ
SUDFWLFHVWKHTXDOLW\RIƄQDQFLDOLQIRUPDWLRQDYDLODEOH
at the time, the degree of ambition and links with other
ƄQDQFLDOPDQDJHPHQWUHIRUPV
7KH SRWHQWLDO FRVWV RI LPSOHPHQWLQJ KDUPRQL]HG
accrual-based, government accounting standards
in European Union Member States constitute a
topic of discussion.193 Such costs must be set
DJDLQVW WKH SRWHQWLDO EHQHƄWV %DVHG RQ LQIRUPDWLRQ
made available by countries that have moved to
accruals accounting, the European Commission has
estimated, in very broad terms, what the costs for the
Member States might be. The costs are likely to be
VLJQLƄFDQW DQG DUH VWURQJO\ LQƅXHQFHG E\ WKH VFDOH
DQG SDFH RI DFFUXDOV LPSOHPHQWDWLRQ WKH VL]H DQG
complexity of the government sector in question and
the completeness and reliability of existing systems.
In addition, European Union Member States might
ƄQG LW DSSURSULDWH WR PRGHUQL]H WKHLU SXEOLF ƄQDQFLDO
management systems when implementing the new
accounting standards.
As an order of magnitude and based on the experience
of those countries for which cost data are available,
WKH SRVVLEOH FRVW IRU D PHGLXPVL]HG (XURSHDQ
Union Member State of moving from a cash-based
accounting system to an accruals-based accounting
V\VWHPIRUFHQWUDO*RYHUQPHQWEXWQRRWKHUOD\HUVRI
191

 ,ELGS}
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This section is based on European Commission, 2013, Report from the Commission to the Council and the European
3DUOLDPHQW7RZDUGVLPSOHPHQWLQJKDUPRQL]HGSXEOLFVHFWRU
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*RYHUQPHQWFRXOGEHXSWRbPLOOLRQ7KLVDPRXQW
would include, for example, the expense of putting in
place the new standards and the associated central
IT accounting tools, but not the costs associated
ZLWK D FRPSOHWH UHIRUP RI WKH ƄQDQFLDO UHSRUWLQJ
system. The costs could be much higher for larger
European Union Member States that have systems of
DXWRQRPRXV UHJLRQDO *RYHUQPHQW RU PRUH FRPSOH[
government systems and those that have not made
progress on accruals accounting. This is particularly
WKH FDVH LI WKH WUDQVLWLRQ WR D KDUPRQL]HG DFFUXDOV
system is combined with wider reforms of accounting
DQG ƄQDQFLDO UHSRUWLQJ SUDFWLFHV )RU H[DPSOH WKH
FRVWRIWKHDFFUXDOVDQGEXGJHWLQJUHIRUPVLQ)UDQFH
RYHUWKHODVWGHFDGHZDVSXWDWbPLOOLRQ)RUD
smaller European Union Member State, with national
accruals accounting systems already in place, the
FRVWV PLJKW EH OHVV WKDQ b PLOOLRQ $OO RI WKH FRVW
estimates collected fall within the range of 0.02–0.1
per cent of gross domestic product. In addition, the
LPSOHPHQWDWLRQ RI KDUPRQL]HG DFFUXDOV DFFRXQWLQJ
for European Union Member States would also require
VLJQLƄFDQWLQYHVWPHQWE\WKH(XURSHDQ&RPPLVVLRQLQ
terms of leadership, expertise and resources.
Within the European Union, it is believed that
KDUPRQL]DWLRQ ZLOO EULQJ DERXW D UHGXFWLRQ LQ
bureaucracy and costs that, in the medium to longterm, would far outweigh the expected investment.
)XUWKHUPRUH WKH UHDO DQG VLJQLƄFDQW H[SHFWHG
ƄQDQFLDO FRVWV FDQ EH ZHLJKHG DJDLQVW WKH SRWHQWLDO
EHQHƄWV QRW OHDVW WKRVH RI EHWWHU JRYHUQDQFH
accountability, better public sector management and
the transparency needed for the proper functioning of
markets.

D. CONCLUSIONS
2YHU WKH SDVW IHZ GHFDGHV PDQ\ FRXQWULHV KDYH
LQWURGXFHG VLJQLƄFDQW UHIRUPV UHJDUGLQJ SXEOLF
DFFRXQWLQJDQGFRQVHTXHQWO\WKHƄQDQFLDOUHSRUWLQJ
of information by public entities. The new accounting
systems respond not only to the legitimacy and
lawfulness of, and need to comply with, regulations,
through budgetary cash-based information, but also
WRWKHDYDLODELOLW\RILQIRUPDWLRQFRQFHUQLQJWKHHIƄFLHQW
use and supply of public resources. The aim of the
UHIRUPV LV WR LPSURYH ƄQDQFLDO UHSRUWLQJ IRU GHFLVLRQ
makers and for accountability purposes in general.
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This chapter describes upcoming IPSAS, the
advancement of accrual-based IPSAS globally, as
well as key practical issues that can arise during
the implementation process. Practical challenges
may emerge in areas such as regulatory set-up
and institutional arrangements, or in the form of
WHFKQLFDO DFFRXQWLQJ DQG ƄQDQFLDO UHSRUWLQJ LVVXHV

and problems regarding the broader development of
the public sector accounting profession. During the
coming decades, more attention should be paid to
FRXQWU\VSHFLƄF LVVXHV LQFOXGLQJ WKH HGXFDWLRQ DQG
WUDLQLQJ RI JRYHUQPHQW DFFRXQWDQWV *RYHUQPHQWV
should strive to make accrual accounting and IPSAS
a reality in the public sector globally.
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Annex
List of International Public Sector Accounting Standards*
IPSAS

Title

8QGHUO\LQJ,)56

,36$6}

3UHVHQWDWLRQRI)LQDQFLDO6WDWHPHQWV

IAS 1

,36$6}

&DVK)ORZ6WDWHPHQWV

IAS 7

,36$6}

Accounting Policies, Changes in
Accounting Estimates and Errors

IAS 8

,36$6}

7KH(IIHFWVRI&KDQJHVLQ)RUHLJQ
Exchange Rates

IAS 21

,36$6}

Borrowing Costs

IAS 23

,36$6}

Revenue from Exchange Transactions

IAS 18

,36$6}

)LQDQFLDO5HSRUWLQJLQ+\SHULQƅDWLRQDU\
Economies

IAS 29

,36$6}

Construction Contracts

IAS 11

,36$6}

Inventories

IAS 2

,36$6}

/HDVHV

IAS 17

,36$6}

Events After the Reporting Date

IAS 10

,36$6}

)LQDQFLDO,QVWUXPHQWV'LVFORVXUHDQG
3UHVHQWDWLRQ}
IPSAS 15 has been replaced by IPSAS
28,29 and 30

IAS 32

,36$6}

Investment Property

IAS 40

,36$6}

Property, Plant and Equipment

IAS 16

,36$6}

Segment Reporting

,$6,)56}}

,36$6}

3URYLVLRQV&RQWLQJHQW/LDELOLWLHVDQG
Contingent Assets

IAS 37

,36$6}

Related Party Disclosures

IAS 24

,36$6}

,PSDLUPHQWRI1RQt&DVK*HQHUDWLQJ
Assets

}

,36$6}

Disclosure of Information about the
*HQHUDO*RYHUQPHQW6HFWRU

}

,36$6}

Revenue from Non-Exchange
7UDQVDFWLRQV 7D[HV}DQG}7UDQVIHUV

}

* Based on IPSASB, 2018, Handbook of International Public Sector Accounting Pronouncements, 2018 Edition, vols. I–III.
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IPSAS

Title

8QGHUO\LQJ,)56

,36$6}

Presentation of Budget Information in
)LQDQFLDO6WDWHPHQWV

}

,36$6}

(PSOR\HH%HQHƄWV

IAS 19

,36$6}

,PSDLUPHQWRI&DVK*HQHUDWLQJ$VVHWV

IAS 36

,36$6}

Agriculture

IAS 41

,36$6}

)LQDQFLDOLQVWUXPHQWV3UHVHQWDWLRQ

IAS 32

,36$6}

)LQDQFLDO,QVWUXPHQWV5HFRJQLWLRQDQG
Measurement

IAS 39

,36$6}

)LQDQFLDO,QVWUXPHQWV'LVFORVXUHV

,)56}

,36$6}

Intangible Assets

IAS 36

,36$6}

6HUYLFH&RQFHVVLRQ$UUDQJHPHQWV}

,)5,&}

,36$6}

)LUVWWLPH$GRSWLRQRI$FFUXDO%DVLV
IPSASs

,)56}

,36$6}

6HSDUDWH)LQDQFLDO6WDWHPHQWV

IAS 27

,36$6}

&RQVROLGDWHG)LQDQFLDO6WDWHPHQWV

,)56}

,36$6}

Investments in Associates and Joint
9HQWXUHV

IAS 28

,36$6}

Joint Arrangements

,)56}

,36$6}

'LVFORVXUHRI,QWHUHVWVLQ2WKHU(QWLWLHV}

,)56}

IPSAS 39

(PSOR\HH%HQHƄWV

IAS 19

IPSAS 40

Public Sector Combinations

IPSAS 41

)LQDQFLDO,QVWUXPHQWV

,)56}
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