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Governance of the IPSAS Board: the CNOCP responds to the
consultation of the IMF, the World Bank and the OECD
The main international organisations, the IMF, the World Bank and the OECD, have
taken account of national governments' criticism of the lack of legitimacy of the IPSAS
Board, an organisation dependent on the International Federation of Accountants
(IFAC) which publishes accounting standards for the public sector. These international
organisations, acting together as a Review Group, published a public Consultation
Paper on the reform of the governance of the IPSAS Board, with a view to setting up
appropriate oversight bodies. The Consultation Paper puts forward three options:

• Option 1: extending the scope of the IFRS Foundation's activities.
• Option 2: establishing separate monitoring and oversight bodies for the IPSAS

Board, while it remains under the auspices of IFAC.
• Option 3: establishing monitoring and oversight bodies outside of IFAC. The

public consultation sets out the advantages and disadvantages of each of the
proposed options. It is open to comment until the 30th April 2014.

In its response, the CNOCP considers that the future
governance model of the IPSAS Board must meet the specific
requirements of the public sector and must enable effective
communication between political and technical levels. The
political, economic and social diversity inherent to national
governments is characteristic of the public sector and
differentiates it from the private sector. The CNOCP considers
that the governance model of the IPSAS Board needs to take
account of the complexity of the public sector.

The CNOCP also considers that option 1 is not viable for the time being, because the IFRS
Foundation possesses neither the know-how nor the resources to deal with public sector
accounting issues, as up till now the latter have been entirely devoted to private sector topics.
Substantial changes in organisation and resources would be required for the IFRS Foundation
to extend the scope of its activities.

Option 3, which consists of developing a totally new operating and governance structure from
scratch appears the best-suited to accommodating the specific features of the public sector.



But this option raises an obvious funding issue for national governments and international
organisations which has not so far been resolved. Therefore, the CNOCP prefers option 2,
which maintains the IPSAS Board under the auspices of IFAC in the medium term. The
CNOCP insists strongly on the need for the future monitoring and oversight bodies to include
public sector representatives.

In 2004, the Likierman Report recommended that the IPSAS Board be placed under the
control of the PIOB, the body that oversees the public interest activities of IFAC. This
recommendation was never implemented and, in February 2013, the PIOB and the Monitoring
Group, whose main competence currently relates to businesses and financial markets, finally
acknowledged that they did not have the capacity to ensure the governance of the IPSASB.

More about

The CNOCP's response to the IMF, the World Bank and the OECD on the governance of the IPSAS Board [PDF]

Future Manual of Accounting Standards for Public Entities: the
CNOCP approves Standard 18 relating to contracts for the provision
of public services
Standard 18 incorporates the requirements of CNOCP Opinion n°2011-11 of the 8th
December 2011 relating to the treatment of contracts for the provision of public
services (public-private partnerships and concession arrangements) in the accounts of
public entities.

The standard sets out the accounting requirements for contract
assets in the accounts of public entities (in particular grantors).

The asset is recognised when it is controlled by the public entity; the
standard defines indicators of control to which the public entity can
refer. In addition, only assets that can be reliably measured should be
recognised.

At the reporting date, the asset is measured on the same basis as other
tangible assets of the same category held by the public entity.

The standard also defines the accounting treatment of the liability
arising as a balancing entry on recognition of the contract asset.

Amounts payable to fund the asset meet the definition of financial debt and are recognised in
accordance with the terms of the contract. They are measured at the capital amount stipulated
in the contract, or if no such amount is stipulated, at the present value of the amounts to be
paid by the public entity to fund the asset.

When the amount of the financial debt is lower than the cost of the asset recognised, the
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difference is recognised directly in net assets/equity, since it represents a gain for the public
entity that is not related to any cash outflow.

More about

Draft Standard 18 on Contracts for the Provision of Public Services (in French) [PDF]

Future Manual of Accounting Standards for Public Entities: the
CNOCP approves Standard 11 Financial Debts and Derivative
Instruments
Standard 11 defines the accounting requirements applicable to the funding resources
of public entities.

Firstly, the standard draws attention to the regulatory framework
applicable to public entities’ debt issues. The standard defines the
accounting requirements for simple loans, and sets out in broad
terms the rules applicable to structured loans, derivatives and
hedging.

The general principle is for loans to be measured at redemption value.
Any associated costs (cost of arranging the loan, fees, etc.) form part of
the overall financing cost of the entity and are spread over the term of
the loan.

The standard addresses the accounting treatment of foreign currency
loans, for which unrealised exchange differences are recognised in

surplus or deficit. This requirement which diverges from the French Commercial Code was
adopted, on one hand, because it enables loans to be presented at redemption value, and, on
the other hand, because of its simplicity, especially when foreign exchange transactions are
hedged. Indeed, in this case exchange differences on the loan and the hedging transaction
offset one another directly in the surplus or deficit.

Where there is a risk that structured loans may have a cost in excess of market value, the
standard requires the risk to be measured and provided for.

Lastly, the standard includes requirements for derivative instruments: the nominal amounts of
contracts are not recognised in the balance sheet. If the derivative is used in a hedging
relationship, recognition in surplus or deficit is symmetrical for the derivative and the hedged
item. If the instrument is qualified as an isolated open position, changes in its value that give
rise to unrealised losses are provided for.

Lastly, the standard defines the disclosures to be made in the notes.

More about

Draft Standard 11 Financial Debts and Derivative Instruments (in French) [PDF]
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IMF
International Monetary Fund

IFAC
International Federation of Accountants

IFRS
International Financial Reporting Standards

IPSAS Board
International Public Sector Accounting Standards Board

OECD
Organisation for Economic Co-operation and Development

PIOB
Public Interest Oversight Board
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