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IPSASB project overview

Strengthen PFM globally through increasing adoption of accrual-based IPSAS
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IFRS vs IPSAS

Part | — Government Grants

Series of publications
focusing on key
differences between
IFRS and IPSAS

Part || — Measurement

Future topics:
- Amalgamations

- Impairment
- ??


https://www.icaew.com/technical/public-sector/public-sector-financial-reporting/financial-reporting-insights-listing/ipsas-vs-ifrs-government-grants
https://www.icaew.com/technical/public-sector/public-sector-financial-reporting/financial-reporting-insights-listing/ifrs-vs-ipsas-in-public-sector-financial-reporting

ED /77 - Measurement

Outcomes

Project Rationale:

The measurement requirements and guidance in
many current IPSASs are not consistent with the
Conceptual Framework and should be amended

Provide more detailed guidance
on the application of commonly
used measurement bases

Address public sector issues
regarding fair value

Address transaction costs
Including whether to expense or
capitalize borrowing costs



Measurement — Overview

Historical Cost Model Current Value Model
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Factors unigque to public sector

: » Highest and best use
Fair Value (FV) « Market participants

» New basis as alternative to FV

Current ) N
Operational Value Focm_Js on service delivery
P » Designed for operational assets

Service potential &
other specialist
assets

Specialised vs non-specialised assets
 Modern equivalent assets



Revenue and transfer expenses

Revenue with performance
obligations = IFRS 15

Revenue without
performance obligations

Transfer expenses



Revenue without performance obligations

transfer of resources (eg cash)
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No performance obligation since no return of
goods or service to tfr provider or 3rd parties

A

| Recognise asset for the resources received
and a liability if present obligations exist.

TER Revenue is recognised as and when the
obligations are fulfilled.
Recipient ‘ 9

If there are no present obligations then you

\ recognise revenue straight away.

b |

Tfr recipient will have a present obligation if:

- binding obligation (legal or equivalent means)
- no realistic or alternative to avoid
- results in outflow of resources

-Eligible expenditure or enforceable activity




Transfer expenditure — part |

With Performance Obligations
(by the recipient)

Performance obligation in tfr expenditure
not applied in the same way as for revenue
(subset)

Must have binding arrangements that are
enforceable by each party

Tfr provider to apply PSPOA:

1) identify binding arrangement;

2) identify recipients perf. obligation;

3) determine transaction consideration;

4) allocate consideration;

5) recognize expenditure when recipient satisfies
performance obligations

Tfr provider binding arrangement asset or
liability

Goods and services - ie a tfr expense

—
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TFR TFR
Provider Recipient
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nothing in return (def of tfr exp), ie no
cash
" '

If binding arrangement imposes performance
obligations on tfr recipient (ie to provide goods/serv to
3rd parties), then tfr provider applies Public Sector Perf
Obligation Approach. Perf oblig. only applies to tfr
recipient

Required in a binding arrangement
to provide goods and services to
3rd party beneficiary




Transfer expenditure — part Il

Without Performance
Obligations (by the recipient)

THr
Provider

Must have binding arrangement that is
enforceable.

Enforceability — legal or equivalent means

No binding arrangement assets or liabilities

With a
binding
arrangement

Without a
binding
arrangement

Present obligations:

- Binding obligation

- Unavoidable

- Outflow of resources

- Eligible expenditure/activity

—
——

Recognition of expenditure at earlier of the
following dates:
a) when tfr provider has present obligation to tfr

resources; and
b) when tfr provider ceases to control the

resource.

No enforceability mechanisms and hence no
expense is recognised prior to the tfr provider
transferring the resource.

The recipient would recognise revenue
immediately.




Other IPSASB developments

Heritage assets

Infrastructure assets

Natural resources

Consultation on mid-period work plan
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