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Objective: IPSAS 4 (the why?)

The objective is to ensure that lessees and lessors
provide relevant information in @ manner that
faithfully represents those transactions.

This information gives a basis for users of financial
statements to assess the effect that leases have on
the financial position, financial performance and cash
flows of an entity.




IPSAS 43: What’s Changing?

Lessor Accounting

Substantially carry forward
IPSAS 13 accounting NO change
requirements

Some additional disclosure
requirements

IPSAS 43, Leases

Lessee Accounting

« Right-of-use asset
« Former operating leases capitalized

- All leases on balance sheet (Accounting - N
similar to current finance leases) - SUbStantlaI
. Exemptions for short-term leases and Changes

leases of low-value assets
« Lease liability includes index-linked
variable payments




IPSAS 43: What’s Changing?

=)

Lessor Accounting

Lessee Accounting

=)

Risks &
Rewards
Model

Right of Use

International Public




Lease Expenses over Time

—-IAS 17 Operating Lease Expense —-=-]FRS 16 Lease Total Expense

Budgetary
Impact
too

\

EXPENSES




Practical Issues

Data gathering
Availability of information

Separating out lease and
non-lease components

Separate calculation and
disclosure of depreciation
and interest charges

Budget implications
Audit evidence







Why?

Increased transparency

IPSAS related to the sale of public
sector assets, and provide
et e s i st guidance;
IPSAS 44, Non-current Assets .
HoldforSale and Enhanced consistency anc

comparability between public
sector entities related to the
sale of public sector assets;
and

1PSASH B Enhanced disclosures related
to discontinued operations
and disposals of non-current
assets.




IPSAS 44: Non-current assets held for

sale

» Based on IFRS 5

» IPSAS 44 covers:
» accounting for assets held for sale

» Presentation and disclosure of discontinued operations

Assets held for sale

Measured at the lower of
carrying amount and fair value
less costs to selland
depreciation on such assets to
cease

Presented separately in the
statement of financial position

Discontinued operations

Measured at the lower of carrying amount
and fair value less costs to sell and
depreciation on such assets to cease

Presented separately in the statement of
financial position and the results of
discontinued operations to be prese
separately in the statement of fin
performance.



Definitions

Key principle: carrying amount is recovered through the sale of the asset;
Asset is available for immediate sale
Sale is highly probable

What is meant by available for immediate sale?
All approvals met?
What if sale is not realised in 12 months?

Can be counted as AFS if there is evidence of delay is outside of PSE’s
control and still committed to sel







Key changes

Replaces IPSAS 17
Provides additional guidance

Final Proncuncement
May 2023

Ibemasnal Puth Suctor Arvountng Srcwed® Brings together other longstanding
IPSAS 45, Property, Plant, and projects:

= Infrastructure

= Heritage assets — choice to require
measurement has been removed

Eauipment

= New current operational value

Aligned to changes in measurement
methodologies (chapter 7 limited scope
Conceptual Framework)




Infrastructure Assets

» Helpful Application Guidance

» Use asset management plans for financial
reporting information

» Control and valuation of land under and over
infrastructure assets

» Under maintenance of assets

» Identifying significant parts of infrastructure
assets




Hernitage Assets



https://unsplash.com/@ulianasova?utm_content=creditCopyText&utm_medium=referral&utm_source=unsplash
https://unsplash.com/photos/a-large-body-of-water-surrounded-by-a-forest-mTnMRv0Y6kw?utm_content=creditCopyText&utm_medium=referral&utm_source=unsplash

Issues to consider

» Review infrastructure
assets

» Review heritage assets

» Review assets and
determine whether they
are:

Financial: use fair value

Operational: use current
operational value...







IPSAS 46
Measurement

tersation) Lt Secor Acsouting Shodind® Addressed gap in IPSAS literature
IR Meanmdent Aligned with IFRS 13 Fair Value

But FV does not always apply to public
sector contexts..

IPSASE Bt




Relationship between Model,
Bases and Techniques

i Subsequent Measurement

m Historical Cost Model Current Value Model

Current Operational Value Cost of Fulfillment Fair Value
(Assets) \ (Liabilities) (Assets and Liabilities)

Market or Cost Market, Income or Cost

Historical Cost Basis

EENES

(Assets and Liabilities)

-




Objective

To define the measurement bases that assist in reflecting
fairly the cost of service, operational capacity, and financial
capacity of financial asset and liabilities




Definition

Current Operational Value

The amount the entity would pay for the remaining service
potential of an asset at the measurement date.

Para 25 explains:

Is explicitly an entry price as it includes all costs that would be paid for the
remaining service potential of an asset

Reflects the value on an assets in its existing use, rather than the highest
and best use

Is entity specific
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IPSAS 47

IPSAS 9

International Public Sector Accounting Standard®

IPSAS 47, Revenue

{ESASHLE IPSAS 47

IPSAS 23

~ ~ International Public
IPSASB B
LA K Standards Board®




Definition

Binding arrangement

An arrangement that confers both rights and obligations,
enforceable through legal or equivalent means on the parties
of the arrangement.

An entity must have at least have at least an enforceable right
and enforceable obligation.




ldentify the revenue transaction

With a Binding

Arrangement

NO YES
Revenue Revenue with
without BA BA Apply
IFRS 15




IFRS 15: Revenue Recognition 5 step model

2 Determine

Identify the p esr?gf;:t:c A ; _ Allocate Recognise
contract obligations transaction price transaction price revenue

2 Determine

Confirm BA Identify Allocate -
model criteria are compliance transaction transaction R:eec;"zgnr::e
met obligations consideration consideration




Recognition of tax revenue

An entity shall recognize an asset in respect of taxe
which include other compulsory contributions and le
when the taxable event,oocathier event giving rise tc
other compulsory contributions and levies,
and the asset recognition criteria are met.




Issues to consider

Good: no real changes
for taxes

How to measure
performance?

System required to
monitor grant
performance

Across govt tiers need
good information flows.

Timing differences =
consolidation issues







Definitions

A transfer expense is an expense arising from a transaction, other than
taxes, in which an entity provides a good, service, or other asset to
another entity (which may be an individual) without directly receiving any
good, service, or other asset in return.

A transfer right is an entity’s enforceable right to have the transfer
recipient satisfy its obligation in a manner as specified in a binding
arrangement or face the consequences as specified in the binding
arrangement.

A transfer obligation is an entity’s obligation in a binding arrangement
to transfer resources in a specified manner.

Final Pronouncement
aaaaaaa

infarnalional Public Secfar Ascaunting Standard®

IPSAS 48, Transfer Expenses

1PSASE B




Types of Transfer Expense

Does the
transaction arise
from a binding
arrangement?

Yes — Transfer expense
from transaction with
binding arrangement

No — Transfer expense
from transaction
without binding

arrangement




Binding Arrangement

A binding arrangement is an arrangement that confers
both rights and obligations, enforceable through legal or
equivalent means, on the parties to the arrangement.




Enforceability

Enforceability... Enforceability...

o Integral to Created
* Makes an arrangement binding binding g T LBl © From /egal or equivalent means

* Holds the involved parties arrangements legal or (co_nsis_tent \_Nith ‘legal
accountable 3 equivalent obligations’ in IPSASB

« Is based on ability, not Conceptual Framework)
probability , LEE L

Enforceability...
Enforceability...
» Compels completion of

« Can arise from various “How"” unfulfilled obligation(s)
mechanisms enforceability ;s
* Should be determined by is « Imposes consequences of non-

assessing all relevant factors exercised completion




Examples

« Grants to lower levels of government
« Assets donated by international organizations
« Funding for training courses to be provided to beneficiaries




Accounting for Transfer Expenses without
Binding Arrangements

When a transfer does not
involve a binding arrangement:

Facts and circumstances result in a
constructive or legal obligation to
transfer resources

Upon loss of control of transferred
resources

» Transferred asset is derecognized + Recognize a provision and expense in
« Transfer expense is recognized accordance with IPSAS 19
*  Subsequent transfer of resources
results in derecognition of the
transferred asset and a corresponding
reduction of the provision




Measurement of Transfer Expenses without
Binding Arrangements

e When a provision is recognised when a constructive obligation or
legal obligation to transfer resources arises, the provision is initially
and subsequently measured in accordance with IPSAS 19.

e When an entity recognises an expense at the time it ceases to
control the resources, the entity shall measure the expense at the
carrying amount of the transferred resources.




Accounting for Transfer Expenses with Binding
Arrangements

Identify transfer
rights

Recognize transfer

expense:

When (or as) When transfer
transfer right is obligation is
derecognized recognized




Recognizing Transfer Expenses with Binding
Arrangements

Inception of
Binding

asset or liability
recognized

Scenario

Entity transfers
resources (asset)
prior to transfer
recipient fulfilling

obligations

Transfer recipient
fulfils obligations
prior to entity
transferring
resources (asset)

Accounting

Recognize transfer
right asset and
derecognize
resources (asset)

Recognize expense
and transfer
s ODligation liability as
transfer recipient
fulfils obligations

Recognise expense
as transfer recipient
fulfils obligations
and derecognize
transfer right asset

Derecognize transfer
obligation liability
and derecognize

resources (asset) as

entity transfers

resources




Practical Issues

Data gathering
Availability of information

Consolidation /intra-govt
elimination issues and
timing differences

Audit evidence







IPSAS 49: Retirement Benefit Plans

» Greater alignment with private sector guidance (IAS 26)

» But: different disclosures proposed (on the face of the Financial
Statements, i.e. no choice)

IPSAS 49, Retirement Benefit Plans

» Plan assets measured at Fair Value (aligns to other standards IPSAS 39
& 41)

» Use of projected salaries as a measure (not current)

1PSASH [t
Page 10f 33

» Required to prepare separate cash flow statement for pension liabilities



Final Pronouncement
May 2023

Conceptual Framework Update

Chapter 5, Elements in Financial
Statements

= International Public
IPSASB Bz
LA Standards Board®

IPSAS

Final Pronouncement
May 2023

Conceptual Framework Update

IPSAS

IPSASB E

Chapter 7, Measurement of
Assets and Liabilities in
Financial Statements

International Public

r Accounting
Standards Board®

Updates to
Conceptual
Framework




Why?

- Align with IASB Conceptual Framework (2018)

- Only Assets and Liabilities
Differences between IASB and IPSASB CF remain
IASB CF: economic resource
IPSASB CF: resource




Elements




Assets

Service potential or ability Ability to use resource or

direct others to use / to
derive benefit of service or
economic benefits

to generate economic

benefits

A resource presently controlled by the entity
as a result of a past event

Past transaction, activity
or event




Assets

Right to either Service Ability to use resource or

: ” direct others to use / to
posila il sl L derive benefit of service

generate economic : :
benefits or economic benefits

A resource presently controlled by the entity
as a result of a past events

Past transactions,
activities or events




Liabilities

Legal and non legally

binding obligation

A present obligation of the entity for anoutflow
outflow of resources that result from a pat\

event /

Has to be an outflow

Past transaction, activity
or event

otherwise it is not a
liability




Liabilities

Legal and non legally
binding obligation

A present obligation of the entity
to transfer resources as a result of past events

Transfer of resources




Additional Resources

(@9 Fedemon WHO WEARE | WHAT WE DO KNOWLEDGE GATEWAY ‘

/

Implementation of accrual accounting in the public sector is a significant priority across many jurisdictions. Accrual accounting E | h .

promotes more transparency, improves accountabmty and provwdes better information for decision-making purposes. According Xp Ore Ot er toplcs
to the International Public S r Fin a
included in the Index reported on an accruals basis, but th|s is projected to increase to 50% by 2025 and 73% by 2030.

) only 30% of governments in the 165 jurisdictions

nal Publ

To assist govemments and government entities wishing to report in accordance with the accrual based It
Standards (IP IFAC has developed Train the Trainer: Introduction to IPSAS, a package oftrawng
materials that provide an introduction to the current suite of IPSAS.

AC unting

Recent Articles

The course is aimed primarily at entities currently using a cash basis of accounting and transitioning to accrual IPSAS. The
materials are designed to be used flexibly by trainers and can be tailored to the needs of training participants.

C ‘OHWJ)J

How to use the materials MAY 24, 2024

A video explainer of the materials is also available by ¢

Training materials
The course is structured over ten modules and each module is broken down into topics that are, as far as possible, stand alone,
so that they can be delivered as individual sessions. Each module consists of a training manual and an accompanying set of



https://www.ifac.org/knowledge-gateway/discussion/train-trainer-introduction-ipsas#:%7E:text=The%20course%20is%20structured%20over,one%20slide%20deck%20per%20topic).
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