
 
 

 

 

Opinion n° 2011–11 
of 8 December 2011 

relating to the treatment of contracts 
for the provision of public services  
in the accounts of public entities 

 

Contents 

1. SCOPE................................................................................................................................................2 

2. RECOGNITION OF THE EQUIPMENT.......................................................................................2 

2.1 GENERAL PRINCIPLE....................................................................................................................2 
2.2 CONTROL CRITERIA.....................................................................................................................3 
2.3 INDICATORS OF CONTROL............................................................................................................3 
2.4 EQUIPMENT UNDER CONSTRUCTION...........................................................................................3 

3. MEASUREMENT OF THE EQUIPMENT ON INITIAL RECOGNITION  AND AT THE 
REPORTING DATE..................................................................................................................................4 

3.1 MEASUREMENT OF THE EQUIPMENT ON INITIAL RECOGNITION...................................................4 

3.2 MEASUREMENT AT THE REPORTING DATE....................................................................................4 

4. ACCOUNTING FOR THE CORRESPONDING ENTRY ON RECOGNITI ON OF THE 
INITIAL COST OF THE EQUIPMENT...................... ...........................................................................4 

4.1 AMOUNTS PAID BY THE PUBLIC ENTITY TO FUND THE EQUIPMENT...............................................4 

4.1.1 Recognition ............................................................................................................................4 
4.1.2 Measurement..........................................................................................................................4 

4.2 RECOGNITION OF ANY DIFFERENCE BETWEN THE INITIAL COST OF THE INFRASTUCTURE AND 

AMOUNTS PAYABLE FOR FUNDING............................................................................................................5 

5. RECOGNITION OF OTHER LIABILITIES, ASSETS, EXPENSE A ND REVENUE 
RELATED TO THE CONTRACT...........................................................................................................5 

5.1 AMOUNTS PAYABLE BY THE PUBLIC ENTITY OTHER THAN THOSE RELATED TO THE FUNDING OF 

THE EQUIPMENT........................................................................................................................................5 

5.1.1 Recognition ............................................................................................................................5 
5.1.2 Measurement..........................................................................................................................5 

5.2 AMOUNTS RECEIVED BY THE PUBLIC ENTITY...............................................................................5 

6. PRESENTATION AND DISCLOSURES .......................................................................................6 

6.1 PRESENTATION............................................................................................................................6 
6.2 DISCLOSURE OF ACCOUNTING POLICIES.......................................................................................6 

6.3 DISCLOSURE OF ACCOUNTING INFORMATION..............................................................................6 
6.4 OTHER DISCLOSURES...................................................................................................................7 

7. OPINION OF THE PUBLIC ACCOUNTING STANDARDS INTERPRE TATION 
COMMITTEE N° 2007-01 OF THE 27TH DECEMBER 2007 .............................................................8 

8. QUALIFICATION OF THE CHANGE........................ ..................................................................8 

9. EFFECTIVE DATE AND TRANSITIONAL PROVISIONS ......... ..............................................8 

 



 

2 

Equipment that allow public entities to provide public services (roads, bridges, tunnels, 

prisons, hospitals, airports, water distribution facilities, energy supply and 

telecommunication networks, etc.) is generally constructed, operated and maintained by 

public entities using public funding. However, the government has introduced schemes for 

private sector participation in the construction, development, financing, operation and 

maintenance of such equipment, which may already exist, or be constructed or acquired. 

These contracts may be described as public service contracts involving a public entity and 

an independent operator. 

On 8 December 2011, the Public Sector Accounting Standards Council adopted this 

Opinion relating to the treatment of contracts for the provision of public services involving 

independent operators in the accounts of public entities. 

1. Scope 

The opinion applies to contracts between a public entity and an independent operator in 

which the public entity controls the public service which the operator helps to provide 

using the equipment defined in the contract. 

2. Recognition of the Equipment 

2.1 General Principle 

When the public entity controls the contractually defined equipment within the scope of 

this Opinion it recognizes the corresponding tangible asset in its balance sheet. 

When the cost of the equipment cannot be measured reliably, recognition is postponed 

until such time as the public entity is able to make a reliable estimate of its cost. 
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2.2 Control Criteria 

The control criteria are as follows: 

- Control over the conditions of use of the equipment 

- Control over the service potential and/or economic benefits derived from that use 

2.3 Indicators of Control 

In order to ascertain whether the public entity meets the two control criteria set out in 2.2 

above, the following indicators are used: 

- The inability of the operator to sell or pledge the equipment 

- The occupation of public property 

- The public entity specifies the characteristics of the equipment 

- The conditions of management of the public service are mainly specified by the 

public entity 

- The regulation of the operator’s income from the equipment 

- The transfer by the operator to the public entity of the contractual rights and 

obligations relating to the equipment at the term of the contract 

It is not necessary for all of these indicators to exist to confirm the existence of control by 

the public entity. 

2.4 Equipment Under Construction 

Control over equipment under construction is determined by reference to the criteria and 

indicators set out above.  

When the cost of the equipment under construction cannot be measured reliably, 

recognition is postponed until such time as the public entity is able to make a reliable 

estimate of its cost.As a result, recognition may be delayed until the commissioning of the 

equipment. 
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3. Measurement of the Equipment on Initial Recognition and at the 
Reporting Date  

3.1 Measurement of the Equipment on Initial Recognition  

The equipment is measured at cost on initial recognition. 

3.2 Measurement at the Reporting Date  

At the reporting date the equipment is measured according to the accounting requirements 

applicable to public entities that are party to contracts within the scope of the Opinion. 

Measurement at reporting date is carried out, where relevant, taking into account the 

equipment maintenance and renewal clauses incumbent on the operator. Whether or not 

such clauses exist, measurement takes into account the obsolescence of the equipment 

over time. 

In the case of depreciable equipment, the effect of the maintenance clauses may obviate 

the need to recognize depreciation expense in the public entity’s accounts, particularly 

when, the relevant equipment, for example an infrastructure, only undergoes negligeable 

obsolescence. 

4. Accounting for the Corresponding Entry on Recognition of the Initial 
Cost of the Equipment  

4.1 Amounts Paid by the Public Entity to Fund the Equipment  

4.1.1 Recognition 

The amounts payable by the public entity to fund the equipment are recognized as a 

financial debt in its accounts according to the terms of the contract.  

4.1.2 Measurement 

The financial debt is 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 equipment. 
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4.2 Recognition of any Difference betwen the Initial Cost of the Equipment and 
Amounts Payable for Funding  

The difference between the cost of the equipment and the initial amount of debt of the 

public entity in respect of funding is recognized in net assets/equity.  

In those cases where depreciation or impairment expense is recognized in the surplus/ 

deficit statement, the amount initially recognized in net assets/equity is written back 

through the surplus/deficit statement.The amount written back is equal to the amount of 

expense recognized in respect of the equipment, adjusted if appropriate to take account of 

the proportion of the amount initially recognized in net assets/equity as compared to the 

initial cost of the equipment. 

5. Recognition of Other Liabilities, Assets, Expense and Revenue 
Related to the Contract 

5.1 Amounts Payable by the Public Entity Other than those Related to the Funding 
of the Equipment 

5.1.1 Recognition 

The amounts payable by the public entity other than those related to the funding of the 

equipment are recognized as debts in its accounts when the public entity has a contractual 

obligation to make a payment. 

5.1.2 Measurement 

The debt is measured according to the principles in the accounting standards applicable to 

public entities. 

5.2 Amounts Received by the Public Entity 

The amounts received by the public entity under the terms of the contract are recognized 

in the surplus/deficit statement on a straight-line basis over the life of the contract.  

The part of the revenue linked to the performance of the contract is recognized in the 

surplus/deficit of the period when performance takes place. 
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6. Presentation and Disclosures 

The information provided directly in the financial statements (balance sheet and 

surplus/deficit statement) and elsewhere in the accounts distinguishes two types of 

contract: (i) contracts under which the operator has access to the equipment in order to 

provide a public service and (ii) contracts which have the principal purpose of providing 

funding for the public entity. 

The information may be provided in aggregate for each type of contract, broken down by 

class for each type of contract or separately for each individual contract. 

6.1 Presentation  

The Opinion does not include specific requirements for the balance sheet presentation of 

contract assets and liabilities. The latter are included in the relevant line in the balance 

sheet unlesss the public entity considers that their materiality justifies disclosure in a 

separate line. If the public entity exercises this option, the equipment handed over to the 

operator at the inception of the contract or returned by the latter at its term is reclassified 

in an appropriate line of the balance sheet. 

6.2 Disclosure of Accounting Policies 

The notes set out the accounting policies adopted for recognizing assets and liabilities 

relating to contracts within the scope of this Opinion, in particular with respect to their 

entry cost and depreciation schedule. Disclosure is made of the way in which the 

operator’s maintenance obligations are taken into account in determining the useful life of 

equipment. 

6.3 Disclosure of Accounting Information 

The disclosures for assets and liabilities within the scope of this Opinion are the minimum 

that would be required if these assets and liabilities were not part of such contracts.  

Where contract fixed assets within the scope of this Opinion are presented on separate 

lines in the balance sheet, the schedules setting out changes in gross value and 

depreciation present these lines in the same way as for other classes of fixed assets. 

When contract assets are included in the different classes of fixed assets, a disclosure is 

made as a footnote to the schedule of changes in gross value and depreciation of the 
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amounts included relating to contract assets at the beginning and the end of the reporting 

period.  

Disclosure is made in the notes of variations of a specific nature such as the transfer to a 

contract within the scope of the Opinion of equipment previously managed directly by the 

public entity or conversely the transfer of contract equipment to assets directly managed 

by the public entity. 

Disclosure requirements for financial debts contracted in respect of contracts within the 

scope of the Opinion are the same as for other categories of financial debt. They may 

therefore include the debt repayment schedule, the type of interest rate (fixed, floating), 

forfeiture of the term clauses, etc. The disclosures indicate that the debts arise under 

contracts within the scope of the Opinion. 

The amounts recognized directly in net assets/equity during the period in respect of 

contracts within the scope of the Opinion are disclosed as part of the changes in net 

assets/equity for the period.  

The public entity discloses amounts provided at the reporting date and changes in the 

amount of provisions for expected breaches of contract. The disclosures substantiating 

these provisions give information on current litigation and the maximum risk incurred. 

6.4 Other Disclosures 

The public entity discloses: 

- a breakdown by contract maturity date of the carrying value of equipment at the 

reporting date; 

- the contracts for which the investments are not yet reflected in its balance sheet. An 

estimation of the amount of these investments and of the dates on which they are 

expected to be recognized by the public entity is provided; 

- the financial debts arising from contracts for which the investments are not yet 

recognized in its balance sheet and the corresponding increase in net assets/equity 

expected as a result of realizing the investments; 

- for those contracts with a service component as well as a funding component which 

commits the public entity over the residual life of the contract, the amounts due in 

respect of the service component over that residual life; 
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- the carrying amount of equipment at the reporting date which the operator has an 

obligation to maintain in good condition; 

- compensation and other amounts which the public entity may have to pay at the term 

of the contracts when recovering the equipment; 

- the method of determining compensation borne by the public entity on early 

termination of the contracts at its own initiative. 

7. Opinion of the Public Accounting Standards Interpretation 
Committee no. 2007-01 of 27 December 2007  

The Opinion cancels and supersedes Opinion n° 2007-01 of the 27th Decembre 2007 of 

the Public Accounting Standards Interpretation Committee relating to the accounting 

treatment of funding transactions for assets neccesary for the provision of public services, 

to the construction or the conversion of such assets as well as to their operation and/or 

their management by the State in association with private partners. 

8. Qualification of the change 

The application of the requirements relating to the treatment of contracts for the provision 

of public services in the accounts of public entities constitutes a change in accounting 

policy. 

9. Effective Date and Transitional Provisions 

The Public Sector Accounting Standards Council is of the opinion that the requirements 

for the treatment of contracts for the provision of public services in the accounts of public 

entities should be applied to the reporting period ending the 31st December 2013, with 

earlier application permitted. 


