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The role of the IPSASB in international
harmonization of accrual accounting standards

IPSASB is an independent board within IFAC

IPSASB's Forward Strategy from 2015:

Strengthening public financial management and knowledge globally
through increasing adoption of accrual-based IPSAS by:

Developing high-quality public financial reporting standards;
Developing other publications for the public sector; and
Raising awareness of the IPSAS and the benefits of their adoption.

IPSAS standards are not mandatory, but there is peer
pressure created by developing best practice standards
on the basis of a global due process
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The evolution of IPSASs

» Through financial support of international institutions development
Phase 1 of a first set of accounting standards
(1997-2002) (“Core Set”: IPSAS 1 — IPSAS 20)
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Implementation of IPSAS within EU

Countries (1)

Table 4 - Accounting maturity by country and government sector

Central State Local Social Fund
Austria _ 12% 12% _
Belgium oo o [ 0%
Bulgaria S - 5% 6%
Croatia 34% - 34% _
Cyprus 14% = _ 17%
Czech Republic _ - _ _
Denmark e - ex s
Estonia Coe% - % 8%
Finland R
Germany 22% 29% _ 42%
Greece 12% = 12% 12%
Italy 31% - 30% 14%

Source: PwC, Collection of information related to the potential impact, including costs, of implementing accrual
accounting in the public sector and technical analysis of the suitability of individual IPSAS standards, 1. Aug. 2014
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Implementation of IPSAS within EU

Countries (2)

Table 4 - Accounting maturity by country and government sector

Central State Local Social Fund
Latvia e - [ ssx
Lithuania Cos - ss% %
Luxembourg 19% - 31% 15%
Malta 22% z 94% e
Netherlands 31% - _ _
Poland S - 66% 6%
Portugal s - [ecRI R
Romania Dl - [ew as%
Stovakia N - e
Slovenia _ = _ 19%
Spain % Coes% 8%
Sweden o - e %
United Kingdom _ - _ y

Source: PwC, Collection of information related to the potential impact, including costs, of implementing accrual
accounting in the public sector and technical analysis of the suitability of individual IPSAS standards, 1. Aug. 2014
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IPSAS, IFRS and GFS: influences and
interrelationships

IPSASs are largely based on the principles of IFRS

In principle IPSASB follows a “transaction neutral approach”
Rationale: ensures greater comparability between private and public
sector reporting when accounting for similar types of transactions

IPSASB uses IAS/IFRS as a starting basis and follows the “rules of

the road”-approach
But: significant gaps in IASB’s literature from a public sector point of

view, e.g.
Impairment of non-cash generating assets
Accounting for non-exchange transactions
Presentation of budget information
“Alignment” with Government Finance Statistics (GFS) gained more
and more of importance in recent years => “GFS rules of the road”.
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Changing governance structures of IPSAS

[ o]

' monitors :
Nominating nominates .
Committee members " IFAC lBoard
: appoints IPSASB
monitors members Observers
provides
advice IPSASB S — ' observe
+
Task-based J
groups/
approves Task forces
T lprepare

informs about | Exposure
matters of interest | \M
IPSAS

Page 8 25 January 2016 Better Accounts



Conceptual framework

IPSASs and RPGs

1.Role and 5.Elements in 7.Measure- 8.Presenta-
Authority of Financial ment of tion in
the CF Statements Assets and GPFRs
2.0bjectives 6.Recogni- Liabilities in
and Users tion in Fi- Financial
of GPFR nancial Statements
3.QCs Statements
4.Reporting
Entity

Public Sector Conceptual Framework

“Deals with concepts that apply to general purpose financial reporting under
the accrual basis of accounting”
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Key future challenges

Technical challenges
Recognition and measurement of social benefits
Public sector combinations
Accounting for revenues/non-exchange expenses

Governance challenges
Balanced representation of stakeholders
Set-up operational processes for providing technical advice to the
IPSASB
Implementation and other challenges
Consistent application of IPSASs

Relationship between international and supra-national standard-
setting (e.g. EPSAS)
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ey.com

Thomas Miiller-Marqués Berger
German Certified Public Accountant e German
Certified Tax Accountant

Partner

Telefon: +49 711 9881 15844
Mobil: +49 160 939 15844

Telefax: +49 181 3943 15844

thomas.mueller-marques.berger
@de.ey.com

Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft
Mittlerer Pfad 15

70499 Stuttgart

Page 11

EY



EY | Assurance | Tax | Transactions | Advisory

About the global EY organization

The global EY organization is a leader in assurance, tax, transaction and
advisory services. We leverage our experience, knowledge and services to
help build trust and confidence in the capital markets and in economies the
world over. We are ideally equipped for this task — with well trained
employees, strong teams, excellent services and outstanding client
relations. Our global purpose is to drive progress and make a difference by
building a better working world — for our people, for our clients and for our
communities.

The global EY organization refers to all member firms of Ernst & Young
Global Limited (EYG). Each EYG member firm is a separate legal entity
and has no liability for another such entity’s acts or omissions. Ernst &
Young Global Limited, a UK company limited by guarantee, does not
provide services to clients. For more information, please visit www.ey.com.

In Germany, EY has 22 locations. In this presentation, “EY” and “we” refer
to all German member firms of Ernst & Young Global Limited.
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