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Objectives and Timelines
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Objectives and Intended Outcome

O On the project: comparative study on PSA environment in PULSAR countries based on a stocktaking
exercise

O Deliverable under Subtask 1 which focusses on raising awareness and the rationale to reform

O Intention and objective of the project
O inform the initial rollout of the PULSAR project and individual country reforms
O identify reform potential
O describe good practices which will stimulate peer to peer learning
O aid in creating awareness among the preparers, policy makers and other stakeholders

O The comparative study should create a genuine baseline scenario against which progress can be
evaluated

O The study will be delivered in cooperation with our longstanding partners from the ZHAW



On the Stocktaking Exercise

O Detailed questionnaire comprising 130 questions sent out to government officials of the 13 PULSAR
countries in June, 2018

O Key areas covered:

Legal frameworks, Accounting Basis & Reporting Standards

Relation with PAOs

Budgeting, GFS, IFMIS

Internal & External Audit

0O O O O O

PSA Education & Capacity Building
O PFM Reforms

O Response rate of 98% was generated — THANK YOU!

O Survey facilitated data collection which will then serve as input for the study



Timelines and Milestones

NOVEMBER, 2018
O Preliminary results of the stocktaking exercise presented at the SOW
APRIL, 2019

O First draft of the comparative study will be discussed at the April COPs

O chance to review and comment on findings

O Quality Enhancement Review

O external experts help generate a high quality product that
adds value for our clients

MAY, 2019

O Comparative study will be finalized, printed & distributed
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Preliminary Results




Why Public Financial Management matters

Task Forc Public Financial Management

Manila Consensus on Public Financial Management
Partnering to Strengthen Public Financial Management for Effective States

‘We, reprasentatives of partner countries, i and bilateral T g ions, i and
civil society' note that strengthening Public Financial Management (PFM) is essential for effective and sustainable
‘economic management and public service delivery. We recognize that weak PFM systems can be detrimental to
development outcomes. States can only be effective and accountable when they are underpinned by good PFM
institutions and systems.

We urge Partner Countries to be

programmes. We call on Developmen
the need to increase the amaunt of ex
itself- but as part of efforts to improve

The Manila Consensus on Public Finanf
and a deepening of efforts to strengthi
at country level to support and streng
international fora can assist in providij
strengthening and using country PFV

.We call on Partrer Countries to
credible reform programme, to enf
transparency for better accountabil

|.We call on Development Partners f} . .
= tipprt capade doveloproantn F ISC al M on |to r
of companents of PFM systerns for

I11.We recognize the opportunity for Cf

IV.We urge Development Partners
assessment tools.

V.We urge Partner Countries and 03
reform programmes and PFM systj
publics these benefits for sustainabl

Wi We recagnize the need ta review t}
at country level, including capturing
available at the time of the Paris D¢l

In implementing these commitments,| Ma l P b'l w 'th
together, to strengthen policy dialogu: nag “g u c ea
strengthening and use of country PFV

term. At international level, we recq
sustained and appropriate mechanismy
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We support and encourage all develd
elaborated in Manila based on the wo!
— and as outlined in the following Anng

* The following countries and organiatians w
Bank, Asian Development Bank, Australia, B
European Commission, Finland, Gambia, Ger|
International Fund for Agricultural Developmel
Guines, PEFA, Philippines, Sauth Africa, Swazila

Good PFM systems support effective and
efficient public service delivery (Manila
Consensus, 2011)

Recent research shows that financial
markets do consider government’s assets
and liabilities (including non-bond liabilities),
and not only debt and deficit

IMF (2018) demonstrates that fiscal policy is
enriched by balance sheet approach



Integrated Public Financial Management Process

Budgeting Accounting

Budget recognition
Basis

¢

. Legal Framework

Accounting Basis and
Reporting Standards

Relation with
Professional
Accountancy
Organization (PAO)

‘ IFMIS

Auditing

¢

Internal and
external Audit

Applied GFS
Standards

PSA Education &
Capacity Building

. PFM Reforms



Scope the analysis:
PULSAR beneficiary countries
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Recognition Basis for the Budget

CElTT

Recognition Basis for the Budget O Cash is still the predominant
recognition basis for the budget

w Cash  m Cash transitioning to accrual ®m Accrual

* The information obtained from Bosnia & Herzegovina yielded different results from different entities



Accounting Basis —/m_/ —

Accounting Basis O The majority of countries is either
already following the accrual basis or
is on the path towards accrual
accounting

Cash transitioning to accrual m Accrual m Cash

* The information obtained from Bosnia & Herzegovina yielded different results from different entities



Financial Reporting Standards

Financial Reporting Standard

Other national financial
reporting standard

m National standards based
on IFRSs

m |[PSASs adopted indirectly
via national standards

®m National standards using
IPSAS as a reference point

m International Public Sector
Accounting Standards
(IPSASs) adopted directly

* The information obtained from Bosnia & Herzegovina yielded different results from different entities

Strong emphasis on national
reporting standards...

Accrual based standards such as
IPSAS or IFRS serve as a reference
point for many countries
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Possible Advantages of IPSAS application

Possible reasons in favor of an application of IPSASs (directly or indirectly)
0 2 4 6 8 10

Enhance accountability

To be in accordance with other countries / international organizations
National/international comparability of financial information
Alignment of IPSAS with GFS

IPSASs address public sector specific issue

Insufficient information delivered by the current accounting system

To facilitate the consolidation of financial statements

To improve private/public comparability

It is more efficient to make use of the knowledge of the IPSAS Board than
establishing a national standard-setting process

It is a progressive, well-known international standard setter




Possible Disadvantages of IPSAS application —

Possible reasons against an application of IPSASs (directly or indirectly)
0 2 4 6 8 10

=
N
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Lack of implementation experience

Lack of technical skills

Unknown in the jurisdiction

Budgetary accounting is not considered

Existing accounting rules

Time constraints

Does not address public sector specific issues sufficiently

Fear of losing the standard setting authority



External Audit

Does the Supreme Audit Instiution (SAIl) provide an
opinion on the financial statements?

Yes, according to ISSAI Standards
m Yes, according to national standards

m No, there is no opinion provided

O Only 5 out of the 9 countries applying
ISSAI Standards require a
professional license for the
position/profession of an external
auditor...

O But 7 of out those 9 countries have
professional education requirements
for the position/profession of an
external auditor



Government Financial Statistics - - n

Which international guidelines are applied in

, , . O All countries which apply GFSM 2014
preparing the Government Finance Statistics?

or ESA 2010 do have an accrual
accounting basis, or are transitioning
towards accrual accounting

GFSM 2014 (or in adoption) m GFSM 2001
m ESA 2010 m Other
m SNA 2008



IFMIS
Financial Management Information Systems .

Information System Elements in place*

Treasury Single Account [
Accounting and Reporting [
Budget Preparation and Execution e
Debt Management [
Procurement _

* The information obtained from Bosnia & Herzegovina yielded different results from different entities



PSA Education &

Public Sector Accounting Education & Capacity Building Capacity Building

O Solid knowledge base
regarding the budget
cycle and accrual
accounting principles

O Opportunity to increase
capacity building in the
areas of financial
management information
systems and IPSAS based
accrual accounting

Please rate the level of knowledge of government
personnel in the following areas

0% 20%  40% 60% 80% 100%

Government budgeting cycle

Accrual accounting principles

Financial Management Information
Systems

IPSAS accrual

Expert/Advanced M Intermediate M Novice/ Fundamental awareness



PSA Education &

Public Sector Accounting Education & Capacity Building Capacity Building
Does your jurisdiction offer a national or Public Sector Accounting courses are
international certification in Public Sector included in:
Accounting? 0 2 4 6 8 10 12 14

The Bachelors curriculum

The Masters curriculum

Government maintained
Finance Academy or Training

There is no possibility to obtain a national or international
School

PSA certification

m No information on certifications available National Accounting

Certification program

m Yes, we offer a national certification in PSA

m Yes, we offer an international certification in PSA



Potential for PFM Reforms -
Accounting Basis & Reporting Standard

Change of Acccounting Basis and Reporting Standard

Yes, both the accounting basis and the reporting standards will
change
m Neither will change

m Yes, but only the accounting basis

m Yes, but only the reporting standard

‘ PFM Reforms

O Shift towards accrual
accounting basis and
international accrual
based financial reporting
standards



Potential for PFM Reforms -
Main Reform Sponsors ‘ JriRetorms

Main Reform Sponsors

12
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0 n i
Ministry of Government Legislature Donor Civil society Other
Finance Assistance

Accounting basis M Reporting standard



Readiness for PFM Reforms - ‘ SEM Reforme
Main Providers of Reform Assistance to the Government

IMF

ADB GIZ
S1=010

WorldBank

SIGMAE |

PEFA




Preliminary findings - identification of reform potential

Solid level of
expertise based on
the evaluation of

results so far

e Resources and
knowledge to build
upon

Distinct reform
potential
depending on
country and topic

* requires country-
specific reforms



Conclusion

O Importance of...

O an integrated and holistic
approach to public
financial management

O balance sheets in Budgeting Accounting Auditing
particular (assets &
liabilities)

Budget recognition
Basis

Internal and
external Audit

Accounting Basis and
Reporting Standards

Applied GFS
Standards

. . Relation with
support and sponsorship professional
Organization (PAQ)

O in-country political

O education and continuous
prOfeSSionaI development . Legal Framework . IFMIS gigai?t;cgflii?:ir; . PFM Reforms
throughout all fields of
expertise



THANK YOU!

‘\
Antonia Ida Grafl

Andreas Bergmann Christoph Schuler
agrafl@worldbank.org andreas.bergmann@zhaw.ch christoph.schuler@zhaw.ch
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