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IMPROVEMENTS:
PROJECT ROADMAP

Meeting Completed Actions or Discussions / Planned Actions or Discussions:
June 2021 1. Discussion of issues

2. Review of [draft] ED 80, Improvements to IPSAS, 2021

3. Approval of ED 80, Improvements to IPSAS, 2021
September 2021 | 1. Consultation Period
December 2021 1. Review of responses (ED 80)

2. Discussion of issues raised

3. Approval of final pronouncement, Improvements to IPSAS, 2021
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Improvements to IPSAS
IPSASB Meeting (June 2021)

Agenda Item

INSTRUCTIONS UP TO PREVIOUS MEETING

4.1.2

Meeting

Instruction

Actioned

N/A

No instructions given to date.

Agenda Item 4.1.2
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Agenda Item
4.1.3

DECISIONS UP TO PREVIOUS MEETING

Meeting

Decision

BC Reference

December 2020

1.

As part of the work plan discussions, the
IPSASB agreed to consider Improvements to
IPSAS, 2021 in June 2021 as there was
availability of both staff resources and
agenda time.

1. Not Applicable

June 2020

As part of the work plan discussions, the
IPSASB deferred Improvements to
IPSAS, 2020 in June 2020 until 2021
because of the COVID-19 pandemic and
non-availability of both staff resources and
agenda time.

2. Not Applicable

December 2019

As part of the work plan discussions, the
IPSASB agreed to consider Improvements to
IPSAS, 2020 in June 2020 as there was
availability of both staff resources and
agenda time.

3. Not Applicable

Agenda Item 4.1.3
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Agenda Item
4.2.1

Improvements to IPSAS
IPSASB Meeting (June 2021)

General Improvements to IPSAS
Question

1. Does the IPSASB agree with the staff's recommended general improvements to IPSAS included in
[draft] ED 80, Improvements to IPSAS, 2021 identified in Table 1?

Recommendation
2. Staff recommends the general improvements to IPSAS included in [draft] ED 80 identified in Table 1.
Background
3. The Improvements project considers:
(@) General improvements to IPSAS which are identified by stakeholders and staff; and
(b) IFRS and GFS alignment improvements to IPSAS.

4, This Agenda Item considers staff's recommended general improvements to IPSAS identified by
stakeholders and staff included in [draft] ED 80.

Detail

5. Table 1 sets out the recommended general improvements to IPSAS identified by stakeholders and

staff.

Table 1: List of Staff's Recommended General Improvements to IPSAS in [draft] ED 80 and

Respective Rationale

IPSAS

Government Sector.

Staff’'s Recommended General

Improvements to IPSAS

Staff’s Rationale

IPSAS 22, Replace references to the System of | To align with the latest edition of the
Disclosure of National Accounts 1993 (SNA 93) 2008 SNA when presenting financial
Financial with references to the System of information about the general
Information About National Accounts, 2008 government sector (GGS) (see

the General (2008 SNA). Part I-1 in [draft] ED 80).

IPSAS 39,
Employee Benefits.

Delete the word “composite” from the
term “composite social security
programs”.

The term is no longer an IPSASB
defined term? (see Part I-2 in
[draft] ED 80).

RPG 1, Reporting
on the Long-Term
Sustainability of an
Entity’s Finances.

Add a paragraph in the Basis for
Conclusions (BCs) to indicate that
the Conceptual Framework and
Social Benefits projects have been
completed.

The Conceptual Framework and
Social Benefits projects were
completed in October 2014 and
January 2019, respectively (see
Part I-3 in [draft] ED 80).

Decision Required

6.

Does the IPSASB agree with the staff's recommendation?

1

The IPSASB defined term of “Composite Social Security Programs” and the respective requirements were deleted when finalizing

IPSAS 39, Employee Benefits.

Agenda Item 4.2.1
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IFRS Alignment Improvements to IPSAS included in [draft] ED 80
Question

1. Does the IPSASB agree with the staff's recommended IFRS alignment improvements to IPSAS
included in [draft] ED 80, Improvements to IPSAS, 2021 identified in Table 27?

Recommendation

2. Staff recommends the IFRS alignment improvements to IPSAS included in [draft] ED 80 identified in
Table 2.

Detail

3. Table 2 sets out the proposed amendments to IPSAS based on the IASB’s recent publications. The
items considered for inclusion in [draft] ED 80 are those items related to IASB annual improvements
and narrow scope amendments projects published since the last Improvements to IPSAS, 2019
project commenced in June 20192

Table 2: List of Staff's Recommended IFRS Alignment Improvements to IPSAS Included in [draft] ED 80
and Respective Rationale

IASB’s Publication Subject of Amendment Staff’s Recommendation and
Rationale
Interest Rate Benchmark / Interbank Offered Rates (IBOR) Reform (Phase One and Phase Two)3
1(a). | Interest Rate Staff did not identify a public
Benchmark Reform sector specific reason not to
(Amendments to provide the same:
IFRS 9, IAS 39 and ¢ Added temporary relief not to e Temporary relief in IPSAS 41,
IFRS 7). discontinue hedge accounting Financial Instruments and
(Issued in in IFRS 9, Financial IPSAS 29, Financial
September 2019). Instruments and IAS 39, Instruments: Recognition and
Financial Instruments: Measurement (see Part Il-1a
Recognition and Measurement; and Part II-1b in [draft] ED 80,
and respectively); and
o Added disclosure requirements | e Additional disclosure
in IFRS 7, Financial requirements in IPSAS 30,
Instruments: Disclosures. Financial Instruments:
Disclosures (see Part Il-1c in
[draft] ED 80).

The IASB’s publications issued between September 26, 2019 and June 2, 2021 (the date this Agenda Item was finalized) have
been considered.

The IASB’s work in this area follows the Financial Stability Board’'s (FSB) decision to introduce new regulatory requirements to
replace interest rate benchmarks (such as LIBOR) with alternative risk-free rates because the financial crisis undermined the
reliability and robustness of these benchmarks. Entities have had to update loan agreements and derivative contracts that
referred to these interest rate benchmarks to refer to the new alternative risk-free rates.

Agenda Item 4.2.2
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IASB’s Publication

Improvements to IPSAS
IPSASB Meeting (June 2021)

Subject of Amendment

Agenda Item
4.2.2

Staff’s Recommendation and
Rationale

1(b). | Interest Rate
Benchmark Reform—
Phase 2 (Amendments
to IFRS 9, IAS 39,
IFRS 7, IFRS 4 and
IFRS 16)

(Issued in

August 2020).

o Added a practical expedient
not to treat changes in the
contractual cash flows of a
financial asset or financial
liability as a modification in
IFRS 9;

o Added further relief to hedge
accounting requirements in
IAS 39 and IFRS 9; and

e Added further disclosure
requirements in IFRS 7;

o Added a practical expedient in
IFRS 16, Leases for
accounting for lease
modifications that occur
because of the reform; and

¢ Relief in IFRS 4, Insurance
Contracts for insurers who
apply IAS 39.4

Staff did not identify a public
sector specific reason not to
provide the same:

¢ Practical expedient not to treat
changes in the contractual
cash flows of a financial asset
or financial liability as a
modification in IPSAS 41 and
IPSAS 29 (see Part Il-2a and
Part 11-2b in [draft] ED 80),
respectively);

o Further disclosure
requirements in IPSAS 30 (see
Part 11-2c in [draft] ED 80); and

* Practical expedient for
accounting for lease
modifications in ED 75, Leases
(see Part IlI-2d in
[draft] ED 80).

Annual Improvements to IFRS Standards 2018—2020 Cycle

Financial Instruments
(Issued in May 2020).

2(a). | Amendment to IFRS 1, | Extend the exemption to allow Staff did not identify a public
First-time Adoption of cumulative translation differences | sector specific reason not to
International Financial to be based on the parent’s date | provide the same exemption to
Reporting Standards of transition to IFRSs to reduce include components of net
(Issued in May 2020). costs for first-time adopters of assets/equity such as cumulative

IFRS. translation differences to reduce
costs for first-time adopters in
IPSAS 33 (see Part 1l-3a in
[draft] ED 80).
2(b). | Amendment to IFRS 9, | Clarify the fees that an entity Staff did not identify a public

includes when it applies the

‘10 percent’ test to quantitatively
assess whether to derecognize a
financial liability.

sector specific reason not to
clarify the fees that an entity
includes when it applies the

‘10 percent’ test to derecognize a
financial liability (see Part 11-3b in
[draft] ED 80).

4

is no equivalent IPSAS for IFRS 4.

Agenda Item 4.2.2
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Improvements to IPSAS
IPSASB Meeting (June 2021)

Subject of Amendment

Agenda Item
4.2.2

Staff’s Recommendation and
Rationale

Other IFRS Alignment Improvements to IPSAS

3(a). | Classification of Clarify the classification of Staff did not identify a public
Liabilities as Current or | liabilities as current and non- sector specific reason not to
Non-current current. clarify the classification of
(Amendments to IAS 1) liabilities as current and non-
(Issued in current in IPSAS 1 (see Part Il-
January 2020). 4a in [draft] ED 80).

3(b). | Onerous Contracts— Clarify the costs of fulfilling a Staff did not identify a public
Cost of Fulfilling a contract that an entity includes sector specific reason not to
Contract (Amendments | when assessing whether a clarify the costs of fulfilling a
to IAS 37) contract will be loss-making or contract when assessing whether
(Issued in May 2020). onerous. a contract will be loss-making or

onerous in IPSAS 19 (see
Part II-4b in [draft] ED 80).

3(c). | Definition of Accounting | Introduced the definition of Staff did not identify a public
Estimates accounting estimates to sector specific reason not to
(Amendments to IAS 8) | distinguish changes in clarify the distinction of changes
(Issued in accounting estimates from in accounting estimates and
February 2021). changes in accounting policies.® | changes in accounting policies in

IPSAS 3 (see Part ll-4c in
[draft] ED 80).

3(d). | Property, Plant and Prohibit an entity from deducting | Staff did not identify a public
Equipment—Proceeds | from the cost of property, plant, sector specific reason not to
before Intended Use and equipment, the proceeds prohibit an entity from deducting
(Amendments to from selling items produced proceeds from cost of property,
IAS 16) before that asset is available for | plant, and equipment in
(Issued in May 2020). use. IPSAS 17 (see Part 1l-4d in

[draft] ED 80).

Decision Required

4,

5

Does the IPSASB agree with the staff’'s recommendation?

Definition of Accounting Estimates (Amendments to IAS 8) also added implementation guidance on applying the definition of

accounting estimates to fair value of cash-settled share-based payment transactions (see Example 5). Staff did not include this
implementation guidance in [draft] ED 80 because there is no equivalent IPSAS for IFRS 2, Share-based Payment.

Agenda Item 4.2.2
Page 3



Agenda Item
4.2.3

Improvements to IPSAS
IPSASB Meeting (June 2021)

IFRS Amendments not included in [draft] ED 80
Question

1. Does the IPSASB agree with staff’'s recommendation not to include in [draft] ED 80, Improvements
to IPSAS, 2021 the IFRS amendments identified in Table 3?

Recommendation
2. Staff recommends not to include in [draft] ED 80 the IFRS amendments identified in Table 3.
Detail

3. Table 3 sets out the IFRS amendments not included in [draft] ED 80 and the staff’s rationale.

Table 3: List of IFRS Amendments not Included in [draft] ED 80 and Staff's Rationale

IASB’s Publication

Subject of Amendment

Staff’s Rationale

Annual Improvements to IFRS Standards 2018—2020 Cycle

[llustrative Examples
Accompanying

IFRS 16, Leases
(Issued in May 2020).

1(a). | Amendment to IAS 41, | Remove the requirement for Amendments included as a
Agriculture entities to exclude taxation cash | consequential amendment
(Issued in May 2020). | flows when measuring the fair (Amendments to Other IPSAS) to

value of a biological asset using IPSAS 27, Agriculture in ED 77,
a present value technique to Measurement.
align with IFRS 13, Fair Value
Measurement.
1(b). | Amendment to Deleted the reimbursement These amendments were already

relating to leasehold
improvements from the fact
pattern of IE 13 to address the
confusion in applying IFRS 16.

included in ED 75, Leases.

Reference to the Conceptual Framework (Amendments to IFRS 3)

Conceptual recognition principle to recognize | Improvements project and the
Framework liabilities and contingent liabilities | liability definition will be
(Amendments to in terms of 1AS 37 and IFRC 21 considered in the Limited Scope
IFRS 3) on acquisition date to eliminate Review of the Conceptual

(Issued in May 2020).

2(a). | Reference to the Replace the references to the old | IPSAS 40, Public Sector
Conceptual IASB Framework with references | Combinations refers to the
Framework to the 2018 IASB Conceptual IPSASB Conceptual Framework.
(Amendments to Framework which updated the
IFRS 3) definitions of assets and
(Issued in May 2020). liabilities.

2(b). | Reference to the Add an exception to the Amendments extend beyond the

“Day 2 gains”.

Framework project.

Agenda Item 4.2.3
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Improvements to IPSAS
IPSASB Meeting (June 2021)

Agenda Item
4.2.3

2(c). | Reference to the
Conceptual
Framework
(Amendments to
IFRS 3)

(Issued in May 2020).

Subject of Amendment

Add an explicit statement that an
acquirer does not recognize
contingent assets acquired in a
business combination in IFRS 3.

‘ Staff’s Rationale

Amendments to be dealt with
alongside the above
amendments in a narrow scope
project.

Other IFRS Amendments

Accounting Policies,
(Amendments to IAS 1
and IFRS Practice
Statement 2)

(Issued in

February 2021).

policy information” instead of
“significant accounting policies
because IAS 1 does not define
the term “significant”.

3(a). | Covid-19-Related Rent | Practical expedient for lessees These amendments were already
Concessions not to account for rent included in ED 75.
(Amendment to concessions because of the
IFRS 16) Covid-19 pandemic as lease
(Issued in May 2020). modifications.
3(b). | Amendments to Address implementation There is no equivalent IPSAS for
IFRS 17 challenges identified when IFRS 17.
(Issued in June 2020). | applying IFRS 17, Insurance
Contracts.
3(c). | Disclosure of Disclose “material accounting The definition of material is being

considered in the Limited Scope
Review of the Conceptual
Framework project.

Decision Required

4. Does the IPSASB agree with the staff's recommendation?

Agenda Item 4.2.3
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Approval of ED 80, Improvements to IPSAS, 2021
Questions
1. Does the IPSASB agree to:
(@) Approve ED 80, Improvements to IPSAS, 2021 for exposure; and
(b) A 60-day consultation period.
Recommendations
2. Staff recommend ED 80 be approved for exposure with a 60-day consultation period.
Detail
Structure and content of ED 80

3. The structure and content of ED 80 has been developed according to previous editions of
improvements to IPSAS and consistent with staff's recommendations in Agenda Items 4.2.1, 4.2.2,
and 4.2.3.

Consultation Period

4. The normal consultation period for the Improvements to IPSAS projects is 60 days.® Staff expects to
publish ED 80 by the end of July with a consultation period end date of September 30, 2021. This
would allow staff to bring back in the October 2021 check-in meeting, the analysis of the responses
to ED 80 and for the IPSASB to approve the final Improvements to IPSAS, 2021. Staff expects that
the new pronouncement will be published until the end of 2021.7

Decision Required
5. Does the IPSASB approve:
() ED 80;and

(b) A 60-day consultation period?

6 The IPSASB’s Due Process and Working Procedures states that Improvement's exposure drafts generally have a 60-day
exposure period as a result of the consequential nature of the changes.

The IPSASB's usual practice with respect to improvements is to set an effective date of January of the year following publication
of the final pronouncement.
Agenda Item 4.2.4.
Page 1
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Supporting Documents 1 [draft] ED 80, Improvements to IPSAS, 2021
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Improvements to IPSAS, 2021
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International Public
I P S A S B Sector Accounting
Standards Board®

This document was developed and approved by the International Public Sector Accounting Standards
Board® (IPSASB®).

The objective of the IPSASB is to serve the public interest by setting high-quality public sector accounting
standards and by facilitating the adoption and implementation of these, thereby enhancing the quality and
consistency of practice throughout the world and strengthening the transparency and accountability of
public sector finances.

In meeting this objective, the IPSASB sets IPSAS® and Recommended Practice Guidelines (RPGs) for use
by public sector entities, including national, regional, and local governments, and related governmental
agencies.

IPSAS relate to the general purpose financial statements (financial statements) and are authoritative. RPGs
are pronouncements that provide guidance on good practice in preparing general purpose financial reports
(GPFRs) that are not financial statements. Unlike IPSAS RPGs do not establish requirements. Currently all
pronouncements relating to GPFRs that are not financial statements are RPGs. RPGs do not provide
guidance on the level of assurance (if any) to which information should be subjected.

The structures and processes that support the operations of the IPSASB are facilitated by the International
Federation of Accountants® (IFAC®).

Copyright © July 2021 by the International Federation of Accountants (IFAC). For copyright, trademark, and
permissions information, please see page 61.
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REQUEST FOR COMMENTS

This Exposure Draft, Improvements to IPSAS, 2021, was developed and approved by the International
Public Sector Accounting Standards Board® (IPSASB®).

The proposals in this Exposure Draft may be modified in light of comments received before being issued in
final form. Comments are requested by September 30, 2021.

Respondents are asked to submit their comments electronically through the IPSASB website, using the
‘Submit a Comment’ link. Please submit comments in both a PDF and Word file. Also, please note that
first-time users must register to use this feature. All comments will be considered a matter of public record
and will ultimately be posted on the website. This publication may be downloaded from the IPSASB website:
www.ipsasb.org. The approved text is published in the English language.



https://www.ipsasb.org/exposure-draft/submit-comment?exposure-draft=288573
https://www.ipsasb.org/

EXPOSURE DRAFT 80, IMPROVEMENTS TO IPSAS, 2021

CONTENTS
INEFOTUCTION .o e oo oo oo oo oo e oo e e e oo e e e e e e e e e e e e e e e e e e e e eeeeeeeeeeaeaaaaaaaaaens 5
PART I: General ImMprovements t0 IPSAS ... i et e et e e e e e e e 6
PART II: IFRS Alignment IMprovements t0 IPSAS ... 13
4



EXPOSURE DRAFT 80, IMPROVEMENTS TO IPSAS, 2021

INTRODUCTION

Exposure Draft (ED) 80, Improvements to IPSAS, 2021 deals with non-substantive changes to

(@8 Comments received from stakeholders—see Part I: General Improvement to IPSAS; and

(b) Publications of the International Accounting Standards Board (IASB) —see Part Il: IFRS

Regarding the IASB’s projects, the IPSASB considered several IASB’s publications during the
development of this ED that were issued since the last Improvements to IPSAS cycle and that either
have not been considered in another IPSASB’s project or that have no equivalent IPSAS.

1.
IPSAS that arise both through:
Alignment Improvements to IPSAS.
2.
3.

Table 1 identifies the IASB’s publications, the subject of the amendment, and the IPSASB’s rationale
for not including them in Part Il of this ED.

Table 1: IASB’s Publications not Included in ED 80

IASB’s Publication

Subject of Amendment

Rationale for non-inclusion in
ED 80

Reference to the
Conceptual Framework
(Amendments to

IFRS 3)

(Issued in May 2020).

¢ Replaces the references to the
old IASB’s Framework with
references to the 2018 IASB
Conceptual Framework in IFRS 3;

¢ Adds an exception in IFRS 3 to
the recognition principle to
recognize liabilities and
contingent liabilities in terms of
IAS 37 and IFRC 21 on
acquisition date to eliminate
“Day 2 gains”; and

e Adds an explicit statement in
IFRS 3 that an acquirer does not
recognize contingent assets
acquired in a business
combination since this prohibition
for recognition of contingent
assets was implied in IFRS 3.

o IPSAS 40 refers to the IPSASB’s
Conceptual Framework;

o The definition of liability in the
IPSASB’s Conceptual Framework
is being considered in the Limited
Scope Review of the Conceptual
Framework project and afterwards
will be considered in a narrow
scope amendment project to
IPSAS 40; and

e The amendment to include an
explicit statement for contingent
assets will be considered in a
narrow scope amendment project
to IPSAS 40.

Disclosure of Accounting
Policies, (Amendments
to IAS 1 and IFRS
Practice Statement 2)
(Issued in

February 2021).

Requires entities to disclose
“material accounting policy
information” instead of “significant
accounting policies because IAS 1
does not define the term
“significant”.

The subsection on materiality in
Chapter 3 of the IPSASB’s
Conceptual Framework is under
revision in the Limited Scope Review
of the Conceptual Framework
project.
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PART I: GENERAL IMPROVEMENTS TO IPSAS

Objective

1.

The objective of Part | of the Exposure Draft (ED) is to propose improvements to IPSAS to address

issues raised by stakeholders.

Request for Comments

2.

The IPSASB would welcome comments on all the changes proposed in the ED. Comments are most
helpful if they indicate the specific paragraph or group of paragraphs to which they relate, contain a
clear rationale and, where applicable, provide a suggestion for alternative wording.

IPSAS Addressed

3.

The Improvements project deals with non-substantive changes to IPSAS through a collection of
amendments which are unrelated. Amendments included in Part | arise from comments received from
stakeholders. Table 2 sets out the possible amendments to IPSAS identified by stakeholders,
including the rationale for including the proposed amendments in this ED.

Table 2: General Improvements to IPSAS proposed in ED 80

IPSAS

Summary of Proposed Change in ED 80

IPSAS 22, Disclosure of Financial Information
About the General Government Sector.

Refer to the latest edition of the System of National
Accounts, 2008 (2008 SNA) (see Part 1-1).

IPSAS 39, Employee Benefits.

Delete the word “composite” from the term
“composite social security programs”* because it is
no longer an IPSAS defined term (see Part 1-2).

RPG 1, Reporting on the Long-Term
Sustainability of an Entity’s Finances.

Add paragraph BC7A in the Basis for Conclusions
in (BCs) to indicate that the Conceptual Framework
and Social Benefits projects were completed in
October 2014 and January 2019, respectively,
because the BCs mentioned these projects as
ongoing when RPG 1 was issued in July 2013

(see Part I-3).

1

The IPSASB defined term of “Composite Social Security Programs” and the respective requirements were deleted when

finalizing IPSAS 39, Employee Benefits.
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Amendment: Part I-1

Amendments to IPSAS 22, Disclosure of Financial Information About the General
Government Sector

Paragraphs 5, 18, 28 and BC1 are amended and paragraph 47G is added. New text is underlined and
deleted text is struck through.

Scope

In some jurisdictions, financial statements and budgets for the government, or sectors thereof, may
also be issued in accordance with statistical bases of financial reporting. These bases reflect
requirements consistent with, and derived from, the System-of - National-Accounts 1993 (SNA-93)
System of National Accounts, 2008 (2008 SNA) prepared by the United Nations and other
international organizations. These statistical bases of financial reporting focus on the provision of
financial information about the GGS. The GGS comprises those non-profit entities that undertake
nonmarket activities and rely primarily on appropriations or allocations from the government budget
to fund their service delivery activities (hereafter referred to as nonmarket entities or activities). The
statistical bases of financial reporting may also provide information about (a) the corporations sector
of government that primarily engages in market activities (usually characterized as the public financial
corporations (PFC) sector and the public nonfinancial corporations (PNFC) sector), and (b) the public
sector as a whole. The major features of the PFC and PNFC sectors are outlined at paragraphs 19
and 20 of this Standard.

Definitions

General Government Sector

18.

The GGS is defined in the SNA-93 2008 SNA {(and-updates} as consisting of (a) all resident central,
state, and local government units, (b) social security funds at each level of government, and (c)
nonmarket non-profit institutions controlled by government units. Under statistical bases of financial
reporting, the GGS encompasses the central operations of government, and typically includes all
those resident nonmarket non-profit entities that have their operations funded primarily by the
government and government entities. As such, the financing of these entities is sourced primarily
from appropriation or allocation of the government’s taxes, dividends from government corporations,
other revenues, and borrowings. The GGS typically includes entities such as government
departments, law courts, public educational institutions, public health care units, and other
government agencies. The GGS does not include PFCs or PNFCs. Disclosure of GGS information
will be made in those jurisdictions where strengthening the link between IPSASs and statistical bases
of financial reporting is considered useful and relevant to users of financial statements. Governments
electing to make GGS disclosures will therefore need to ensure that the information about the GGS
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included in the financial statements is consistent with the definition of GGS, and any interpretations
thereof, adopted for statistical bases of financial reporting in their jurisdiction.

Accounting Policies

28.

Financial statements prepared consistent with statistical bases of financial reporting portray the
impact of the GGS on the public sector as a whole and, in the context of the SNA-93 2008 SNA {and
dpdates), on a national economy. Consistent with that focus, statistical bases of financial reporting
require the GGS financial statements to present public sector entities outside that sector as
investments in other sectors. In addition, under statistical bases of financial reporting, transactions of
the GGS with entities in other sectors are not eliminated from the statement of government operations
or a similar statement.

Effective Date

47G. Paragraphs 5, 18, and 28 were amended by [draft] Improvements to IPSAS, 2021, issued in

[Month] [Year]. An entity shall apply these amendments for annual financial statements
covering periods beginning on or after January 1, [Year]. Earlier application is permitted.

Basis for Conclusions

Introduction

BC1. When this Standard was issued, it referred to Fthe System of National Accounts 1993 (SNA 1993)

(and updates), Government Finance Statistics Manual 2001 (GFSM) 2001, and the European
System of Accounts 1995 (ESA 1995), which all required governments to publish financial information
about the GGS. For statistical purposes, the GGS comprises government-controlled entities primarily
engaged in nonmarket activities. The GGS is sometimes described as comprising those entities that
fulfill the core functions of government as their primary activity. The GGS does not include public
corporations, even when all the equity of such corporations is owned by the government or
government entities. In _developing [draft] Improvements to IPSAS, 2021, the IPSASB noted that
IPSAS 22 referred to an older edition of the System of National Accounts (SNA). Therefore, the
IPSASB amended the Standard to refer to the latest edition of the SNA. Paragraph BC17 provides
the rationale for including these amendments to IPSAS 22 through [draft] Improvements to
IPSAS, 2021.

20
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Revision of IPSAS 22 as aresult of [draft] Improvements to IPSAS, 2021

BC17. Stakeholders noted that IPSAS 22 still referred to the 1993 edition of the SNA, instead of its most
recent edition, the 2008 SNA. Therefore, the IPSASB agreed to amend paragraphs 5, 18, 28 and
BCl1 to refer to the latest edition of the SNA, that is, the 2008 SNA.
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Amendment: Part |-2

Amendments to IPSAS 39, Employee Benefits

Paragraphs 3 and 4 are amended and paragraph 176C is added. Paragraphs BC5 and BC6 have been
included for ease of reference but are not amended. New text is underlined and deleted text is struck
through.

Scope

3. This Standard does not deal with reporting by employee retirement benefit plans (see the relevant
international or national accounting standard dealing with employee retirement benefit plans). This
Standard does not deal with benefits provided by eempesite-social security programs that are not
consideration in exchange for service rendered by employees or past employees of public sector
entities.

4. The employee benefits to which this Standard applies include those provided:

(& Under formal plans or other formal agreements between an entity and individual employees,
groups of employees, or their representatives;

(b) Under legislative requirements, or through industry arrangements, whereby entities are
required to contribute to national, state, industry, or other multi-employer plans, or where
entities are required to contribute to the-cempesite-a social security program; or

(c) By those informal practices that give rise to a constructive obligation. Informal practices give
rise to a constructive obligation where the entity has no realistic alternative but to pay employee
benefits. An example of a constructive obligation is where a change in the entity’s informal
practices would cause unacceptable damage to its relationship with employees.

Effective Date

176C. Paragraphs 3 and 4 were amended by [draft] Improvements to IPSAS, 2021, issued in
[Month] [Year]. An entity shall apply these amendments for annual financial statements
covering periods beginning on or after January 1, [Year]. Earlier application is permitted.

Basis for Conclusions

Composite Social Security Programs

BC5. ED 59 indicated that the IPSASB was considering the deletion of the section on Composite Social
Security Programs, because the IPSASB was not aware that it had been applied in any jurisdiction.
The IPSASB specifically asked for comments on this issue.

10
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BC6. No respondent to ED 59 identified a jurisdiction where entities applied these requirements. The
majority of respondents supported the deletion of the section on Composite Social Security
Programs. As the IPSASB did not identify a new and compelling reason to retain the section, the
IPSASB decided not to include it in IPSAS 39.

Revision of IPSAS 39 as aresult of [draft] Improvements to IPSAS, 2021

BC24. Stakeholders noted that the word “composite” could be deleted from the term “composite social
security programs” because the IPSAS defined term “composite social security programs” and
related requirements were not included in the final version of IPSAS 39 (see paragraphs BC5-BC6).
The IPSASB agreed with this view and decided to amend paragraphs 3 and 4 of IPSAS 39 in
[draft] Improvements to IPSAS, 2021.

11
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Amendment: Part I-3

Amendments to RPG 1, Reporting on the Long-Term Sustainability of an Entity’s
Finances

Paragraphs BC7A and BC36 are added. New text is underlined and deleted text is struck through.

Basis for Conclusions

Background

Completion of the Conceptual Framework and the Social Benefits projects

BC7A. The IPSASB recognized linkages between its work in developing RPG 1, the Conceptual
Framework and accounting for social benefits. RPG 1 was published in 2013 when the work on the
Conceptual Framework and Social Benefits projects were ongoing. In October 2014 and
January 2019, the IPSASB finished these projects by publishing the Conceptual Framework and
IPSAS 42, Social Benefits, respectively.

Revision of RPG 1 as aresult of [draft] Improvements to IPSAS, 2021

BC36. Stakeholders noted that the Basis for Conclusions (paragraphs BC1-BC7) in RPG 1 provided a
background that highlighted the linkages between RPG 1, the Conceptual Framework and Social
Benefits projects. RPG 1 indicated these projects as ongoing when RPG 1 was issued in July 2013.
Since these projects have been completed, the IPSASB agreed to add paragraph BC7A in
[draft] Improvements to IPSAS, 2021 to indicate that the Conceptual Framework and Social
Benefits projects were completed in October 2014 and January 2019, respectively.

12
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PART II: IFRS ALIGNMENT IMPROVEMENTS TO IPSAS

Objective

1. The objective of Part 1l of the Exposure Draft (ED) is to propose Improvements to IPSAS to align with
amendments to International Financial Reporting Standards (IFRS) based on the IASB’s
Improvements to IFRSs projects and Narrow Scope Amendments projects.

Request for Comments

2. The IPSASB would welcome comments on all the changes proposed in the ED. Comments are most
helpful if they indicate the specific paragraph or group of paragraphs to which they relate, contain a
clear rationale and, where applicable, provide a suggestion for alternative wording.

IPSAS Addressed

3. The Improvements project deals with non-substantive changes to IPSAS through a collection of
amendments which are unrelated. Amendments included in Part Il arise through consideration of the
annual improvements and narrow scope amendments projects of the IASB.

4. Table 3 sets out the IFRS alignment improvements to IPSAS, including the summary of proposed
change in ED 80.

Table 3: IFRS Alignment Improvements to IPSAS proposed in ED 80:

Summary of Proposed Change

# IFRS Equivalent IPSAS in ED 80

Interest Rate Benchmark (IBOR) Reform (Phase One and Phase Two)?

1(a). | Interest Rate Benchmark | IPSAS 41, Financial Amendments to provide:
Reform (Amendments to | Instruments; IPSAS 29, e Temporary relief not to
IFRS 9, IAS 39 and Financial Instruments: discontinue hedge accounting in
IFRS 7). Recognition and Measurement; IPSAS 41 and IPSAS 29
(Phase One and IPSAS 30, Financial (see Part ll-1a and Part II-1b);
amendments issued in Instruments: Disclosures. and

¢ Additional disclosure
requirements in IPSAS 30 (see
Part II-1c).

September 2019).

The IASB'’s work in this area follows the Financial Stability Board’'s (FSB) decision to introduce new regulatory requirements to
replace interest rate benchmarks (such as LIBOR) with alternative risk-free rates because the financial crisis undermined the
reliability and robustness of these benchmarks. Entities have had to update loan agreements and derivative contracts that
referred to these interest rate benchmarks to refer to the new alternative risk-free rates.
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IFRS

Equivalent IPSAS

Summary of Proposed Change
in ED 80

1(b).

Interest Rate Benchmark
Reform—Phase 2
(Amendments to IFRS 9,
IAS 39, IFRS 7, IFRS 4
and IFRS 16)

(Issued in August 2020).

IPSAS 41, Financial
Instruments; IPSAS 29,
Financial Instruments:
Recognition and Measurement;
and IPSAS 30, Financial
Instruments: Disclosures, and
ED 75, Leases.

Amendments to provide:

¢ A practical expedient not to treat
changes in the contractual cash
flows of a financial asset or
financial liability as a modification
in IPSAS 41 and IPSAS 29 (see
Part 11-2a and Part 1I-2b);

o Further disclosure requirements
in IPSAS 30 (see Part II-2c); and

o A practical expedient for
accounting for lease
modifications (see Part II-2d).

Annual Improvements to IFRS Standards 2018—2020 Cycle

2(a). | Amendment to IFRS 1, IPSAS 33, First-time Adoption of | Amendments to extend the
First-time Adoption of Accrual Basis International exemption in IPSAS 33 to include
International Financial Public Sector Accounting components of net assets/equity
Reporting Standards Standards (IPSASS). such as cumulative translation
(Issued in May 2020). differences (see Part II-3a).

2(b). | Amendment to IFRS 9, IPSAS 41, Financial Amendments to clarify the fees that
Financial Instruments Instruments. an entity includes when it applies
(Issued in May 2020). the ‘10 percent’ test to derecognize

a financial liability in IPSAS 41 (see
Part 11-3b).

Other IFRS Alignment Improvements

3(a). | Classification of IPSAS 1, Presentation of Amendments to clarify the
Liabilities as Current or Financial Statements. classification of liabilities as current
Non-current and non-current in IPSAS 1 (see
(Amendments to IAS 1) Part 1I-4a).

(Issued in
January 2020).

3(b). | Onerous Contracts— IPSAS 19, Provisions, Amendments to clarify the costs of
Cost of Fulfilling a Contingent Liabilities and fulfilling a contract that an entity
Contract (Amendments Contingent Assets. includes when assessing whether a
to IAS 37) contract will be loss-making or
(Issued in May 2020). onerous in IPSAS 19 (see Part II-

4b).

3(c). | Definition of Accounting | IPSAS 3, Accounting Policies, | Amendments to introduce the

Estimates (Amendments

to IAS 8)
(Issued in
February 2021).

Changes in
Estimates and Errors.

Accounting

definition of accounting estimates
to clarify the distinction of changes
in accounting estimates and
changes in accounting policies in
IPSAS 3 (see Part 1l-4c).
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IFRS

Equivalent IPSAS

Summary of Proposed Change
in ED 80

3(d).

Property, Plant and
Equipment—Proceeds
before Intended Use
(Amendments to IAS 16)
(Issued in May 2020).

IPSAS 17, Property, Plant, and
Equipment.

Amendments to prohibit proceeds
from selling items produced before
that asset is available for use to be
deducted from the cost of property,
plant, and equipment (see Part II-
4d).
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Amendment: Part ll-1a

Amendments to IPSAS 41, Financial Instruments

Paragraphs 155A—-155L and 156E are added. Paragraph 184 is amended. A new heading is inserted before
paragraph 155A, and new subheadings are inserted before paragraphs 155D, 155E, 155F, 155G, and 155I.
New text is underlined.

Hedge Accounting

Temporary Exceptions from Applying Specific Hedge Accounting Requirements

155A.

An_entity shall apply paragraphs 155D—155L and paragraphs 156E and 184(d) to all hedging

155B.

relationships directly affected by interest rate benchmark reform. These paragraphs apply only to
such hedging relationships. A hedging relationship is directly affected by interest rate benchmark
reform only if the reform gives rise to uncertainties about:

(a) __ The interest rate benchmark (contractually or non-contractually specified) designated as a
hedged risk; and/or

(b)  The timing or the amount of interest rate benchmark-based cash flows of the hedged item or
of the hedging instrument.

For the purpose of applying paragraphs 155D-155L, the term ‘interest rate_benchmark reform’

155C.

refers to the market-wide reform of an interest rate benchmark, including the replacement of an
interest rate benchmark with an alternative benchmark rate such as that resulting from the
recommendations set out in the Financial Stability Board’s July 2014 report, ‘Reforming Major
Interest Rate Benchmarks’.2

Paragraphs 155D-155L provide exceptions only to the requirements specified in these paragraphs.

An entity shall continue to apply all other hedge accounting requirements to hedging relationships
directly affected by interest rate benchmark reform.

Highly Probable Requirement for Cash Flow Hedges

155D.

For the purpose of determining whether a forecast transaction (or a component thereof) is highly

probable as required by paragraph 124, an entity shall assume that the interest rate benchmark on
which the hedged cash flows (contractually or non-contractually specified) are based is not altered
as a result of interest rate benchmark reform.

Reclassifying the Amount Accumulated in the Cash Flow Hedge Reserve

155E.

For the purpose of applying the requirement in paragraph 141 in order to determine whether the

hedged future cash flows are expected to occur, an entity shall assume that the interest rate
benchmark on which the hedged cash flows (contractually or non-contractually specified) are based
is not altered as a result of interest rate benchmark reform.

3

The report, 'Reforming Major Interest Rate Benchmarks', is available at http://www.fsb.org/wp-content/uploads/r_140722.pdf.
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Assessing the Economic Relationship between the Hedged Item and the Hedging Instrument

155F.

For the purpose of applying the requirements in paragraphs 129(c)(i) and AG278—-AG280, an entity

shall assume that the interest rate benchmark on which the hedged cash flows and/or the hedged
risk (contractually or non-contractually specified) are based, or the interest rate benchmark on
which the cash flows of the hedging instrument are based, is not altered as a result of interest rate
benchmark reform.

Designating a Component of an Iltem as a Hedged Item

155G. Unless paragraph 155H applies, for a hedge of a non-contractually specified benchmark
component of interest rate risk, an entity shall apply the requirement in paragraphs 128(a) and
AG257—that the risk component shall be separately identifiable—only at the inception of the
hedging relationship.

155H. When an entity, consistent with its hedge documentation, frequently resets (i.e., discontinues and

restarts) a hedging relationship because both the hedging instrument and the hedged item
frequently change (i.e., the entity uses a dynamic process in which both the hedged items and the
hedqging instruments used to manage that exposure do not remain the same for lonq), the entity
shall apply the requirement in paragraphs 128(a) and AG257—that the risk component is
separately identifiable—only when it initially designates a hedged item in that hedging relationship.
A hedged item that has been assessed at the time of its initial designation in the hedqing
relationship, whether it was at the time of the hedge inception or subsequently, is not reassessed
at any subsequent redesignation in the same hedging relationship.

End of Application

1551.  An entity shall prospectively cease applying paragraph 155D to a hedged item at the earlier of:

(a)  When the uncertainty arising from interest rate benchmark reform is no longer present with
respect to the timing and the amount of the interest rate benchmark-based cash flows of the
hedged item; and

(b)  When the hedaging relationship that the hedged item is part of is discontinued.

155J. An entity shall prospectively cease applying paragraph 155E at the earlier of:

(a)  When the uncertainty arising from interest rate benchmark reform is no longer present with
respect to the timing and the amount of the interest rate benchmark-based future cash flows
of the hedged item; and

(b)  When the entire amount accumulated in the cash flow hedge reserve with respect to that
discontinued hedging relationship has been reclassified to surplus or deficit.

155K. An entity shall prospectively cease applying paragraph 155F:

(a) To a hedged item, when the uncertainty arising from interest rate benchmark reform is no
longer present with respect to the hedged risk or the timing and the amount of the interest
rate benchmark-based cash flows of the hedged item; and

(b) To a hedaging instrument, when the uncertainty arising from interest rate benchmark reform
is no longer present with respect to the timing and the amount of the interest rate benchmark-
based cash flows of the hedging instrument.
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If the hedging relationship that the hedged item and the hedging instrument are part of is
discontinued earlier than the date specified in paragraph 155K(a) or the date specified in
paragraph 155K(b), the entity shall prospectively cease applying paragraph 155F to that hedging
relationship at the date of discontinuation.

When designating a group of items as the hedged item, or a combination of financial instruments

as the hedging instrument, an entity shall prospectively cease applying paragraphs 155D-155F to
an individual item or financial instrument in accordance with paragraphs 1551, 155J, or 155K, as
relevant, when the uncertainty arising from interest rate benchmark reform is no longer present with
respect to the hedged risk and/or the timing and the amount of the interest rate benchmark-based
cash flows of that item or financial instrument.

Effective Date and Transition

Effective Date

156E. Paragraphs 155A—-155L  were added and  paragraph 184 was amended by
[draft] Improvements to IPSAS, 2021, issued in [Month] [Year]. An entity shall apply these
amendments for annual financial statements covering periods beginning on or_after
January 1, 2023. Earlier application is permitted. If an entity applies these amendments for
an earlier period, it shall disclose that fact.

Transition

Transition for Hedge Accounting

184.

As an exception to prospective application of the hedge accounting requirements of this Standard,
an entity:

(d) Shall apply the requirements in paragraphs 155A—155L retrospectively. This retrospective
application applies only to those hedging relationships that existed at the beginning of the
reporting period in which an entity first applies those requirements or were designated
thereafter, and to the amount accumulated in the cash flow hedge reserve that existed at the
beginning of the reporting period in which an entity first applies those requirements.

Basis for Conclusions

Revision of IPSAS 41 as aresult of [draft] Improvements to IPSAS, 2021

BC50.

The IPSASB reviewed the revisions to IFRS 9, Financial Instruments, included in Interest Rate

Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7) issued by the IASB in
September 2019, and the IASB'’s rationale for making these amendments as set out in its Basis for
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Conclusions, and generally concurred that there was no public sector specific reason for not
adopting these amendments, henceforth labelled as Interest Rate Benchmark Reform
amendments.
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Amendment: Part lI-1b

Amendments to IPSAS 29, Financial Instruments: Recognition and Measurement

Paragraphs 113A-113N, and 125I are added. A new heading is inserted before paragraph 113A, and new
subheadings are inserted before paragraphs 113D, 113E, 113F, 113H, and 113J. New text is underlined.

Hedging

Temporary Exceptions from Applying Specific Hedge Accounting Requirements

113A. An entity shall apply paragraphs 113D-113N and 125I to all hedqing relationships directly affected
by interest rate benchmark reform. These paragraphs apply only to such hedging relationships. A
hedqing relationship is directly affected by interest rate benchmark reform only if the reform gives
rise to uncertainties about:

(a) _ The interest rate benchmark (contractually or non-contractually specified) designated as a
hedged risk; and/or

(b)  The timing or the amount of interest rate benchmark-based cash flows of the hedged item or
of the hedging instrument.

113B. For the purpose of applying paragraphs 113D-113N, the term ‘interest rate benchmark reform’
refers to the market-wide reform of an interest rate benchmark, including the replacement of an
interest rate benchmark with an alternative benchmark rate such as that resulting from the
recommendations set out in the Financial Stability Board's July 2014 report ‘Reforming Major
Interest Rate Benchmarks’. 4

113C. Paragraphs 113D-113N _provide exceptions only to the requirements specified in these
paragraphs. An entity shall continue to apply all other hedge accounting requirements to hedging
relationships directly affected by interest rate benchmark reform.

Highly Probable Requirement for Cash Flow Hedges

113D. For the purpose of applying the requirement in paragraph 98(c) that a forecast transaction must be
highly probable, an entity shall assume that the interest rate benchmark on which the hedged cash
flows (contractually or non-contractually specified) are based is not altered as a result of interest
rate benchmark reform.

Reclassifying the Cumulative Gain or Loss Recognized Directly in Net Assets/Equity

113E. For the purpose of applying the requirement in paragraph 112(c) in order to determine whether the
forecast transaction is no longer expected to occur, an entity shall assume that the interest rate
benchmark on which the hedged cash flows (contractually or non-contractually specified) are based
is not altered as a result of interest rate benchmark reform.

4 The report, 'Reforming Major Interest Rate Benchmarks', is available at http://www.fsb.org/wp-content/uploads/r_140722.pdf.

20

32


http://www.fsb.org/wp-content/uploads/r_140722.pdf

EXPOSURE DRAFT 80, IMPROVEMENTS TO IPSAS, 2021

Effectiveness Assessment

113F.

For the purpose of applying the requirements in paragraphs 98(b) and AG145(a), an entity shall

113G.

assume that the interest rate benchmark on which the hedged cash flows and/or the hedged risk
(contractually or non-contractually specified) are based, or the interest rate benchmark on which
the cash flows of the hedging instrument are based, is not altered as a result of interest rate
benchmark reform.

For the purpose of applying the requirement in paragraph 98(e), an entity is not required to

discontinue a hedqging relationship because the actual results of the hedge do not meet the
requirements in paragraph AG145(b). For the avoidance of doubt, an entity shall apply the other
conditions in paragraph 98, including the prospective assessment in paragraph 98(b), to assess
whether the hedging relationship must be discontinued.

Designating Financial Iltems as Hedged ltems

113H.

Unless paragraph 1131 applies, for a hedge of a non-contractually specified benchmark portion of

113I.

interest rate risk, an _entity shall apply the requirement in paragraphs 90 and AG139—that the
designated portion shall be separately identifiable—only at the inception of the hedging

relationship.

When an entity, consistent with its hedge documentation, frequently resets (i.e., discontinues and

restarts) a hedging relationship because both the hedging instrument and the hedged item
frequently change (i.e., the entity uses a dynamic process in which both the hedged items and the
hedqging instruments used to manage that exposure do not remain the same for long), the entity
shall apply the requirement in paragraphs 90 and AG139—that the designated portion is separately
identifiable—only when it initially designates a hedged item in that hedging relationship. A hedged
item that has been assessed at the time of its initial designation in the hedging relationship, whether
it was at the time of the hedge inception or subsequently, is not reassessed at any subsequent
redesignation in the same hedging relationship.

End of Application

113J. An entity shall prospectively cease applying paragraph 113D to a hedged item at the earlier of:

(a)  When the uncertainty arising from interest rate benchmark reform is no longer present with
respect to the timing and the amount of the interest rate benchmark-based cash flows of the
hedged item; and

(b)  When the hedaging relationship that the hedged item is part of is discontinued.

113K. An entity shall prospectively cease applying paragraph 113E at the earlier of:

(a)  When the uncertainty arising from interest rate benchmark reform is no longer present with
respect to the timing and the amount of the interest rate benchmark-based future cash flows
of the hedged item; and

(b)  When the entire cumulative gain or loss recognized in net assets/equity with respect to that
discontinued hedging relationship has been reclassified to surplus or deficit.

113L. An entity shall prospectively cease applying paragraph 113F:
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(a) To a hedged item, when the uncertainty arising from interest rate benchmark reform is no
longer present with respect to the hedged risk or the timing and the amount of the interest
rate benchmark-based cash flows of the hedged item; and

(b) To a hedaging instrument, when the uncertainty arising from interest rate benchmark reform
is no longer present with respect to the timing and the amount of the interest rate benchmark-
based cash flows of the hedging instrument.

If the hedging relationship that the hedged item and the hedging instrument are part of is
discontinued earlier than the date specified in paragraph 113L(a) or the date specified in
paragraph 113L(b), the entity shall prospectively cease applying paragraph 113F to that hedging
relationship at the date of discontinuation.

113M. An entity shall prospectively cease applying paragraph 113G to a hedging relationship at the earlier
of:

(a)  When the uncertainty arising from interest rate benchmark reform is no longer present with
respect to the hedged risk and the timing and the amount of the interest rate benchmark-
based cash flows of the hedged item or of the hedging instrument; and

(b)  When the hedging relationship to which the exception is applied is discontinued.

113N. When designating a group of items as the hedged item, or a combination of financial instruments

as the hedging instrument, an entity shall prospectively cease applying paragraphs 113D-113G to
an individual item or financial instrument in accordance with paragraphs 113J, 113K, 113L, or
113M, as relevant, when the uncertainty arising from interest rate benchmark reform is no longer
present with respect to the hedged risk and/or the timing and the amount of the interest rate
benchmark-based cash flows of that item or financial instrument.

Effective Date and Transition

125I1.

Paragraphs 113A-113N were added by [draft] Improvements to IPSAS, 2021, issued in

[Month] [Year]. An entity shall apply these amendments for annual financial statements
covering periods beginning on or after January 1, 2022. Earlier application is permitted. If
an entity applies these amendments for an earlier period, it shall disclose that fact. An entity
shall apply these amendments retrospectively to those hedging relationships that existed
at the beginning of the reporting period in which an entity first applies these amendments
or were designated thereafter, and to the gain or loss recognized in net assets/equity that
existed at the beginning of the reporting period in which an entity first applies these
amendments.

Basis for Conclusions
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Revision of IPSAS 29 as aresult of [draft] Improvements to IPSAS, 2021

BC21. The IPSASB reviewed the revisions to IAS 39, Financial Instruments: Recognition and
Measurement, included in Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and
IFRS 7) issued by the IASB in September 2019, and the IASB’s rationale for making these
amendments as set out in its Basis for Conclusions, and generally concurred that there was no
public sector specific reason for not adopting these amendments, henceforth labelled as Interest
Rate Benchmark Reform amendments.
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Amendment: Part IlI-1c

Amendments to IPSAS 30, Financial Instruments: Disclosures

Paragraphs 28H, 52K-52L are added. A new subheading is added before paragraph 28H. New text is

underlined.

Other Disclosures

Hedge Accounting

Uncertainty Arising from Interest Rate Benchmark Reform

28H. For hedging relationships to which an entity applies the exceptions set out in paragraphs 155D—

155L of IPSAS 41 or paragraphs 113D-113N of IPSAS 29, Financial Instruments: Recognition and

Measurement an entity shall disclose:

(a)

The significant_interest rate benchmarks to which the entity’s hedaging relationships are

(b)

exposed:;

The extent of the risk exposure the entity manages that is directly affected by the interest

(c)

rate benchmark reform;

How the entity is managing the process to transition to alternative benchmark rates;

(d)

A description of significant assumptions or judgments the entity made in applying these

(e)

paragraphs (for example, assumptions or judgments about when the uncertainty arising from
interest rate benchmark reform is no longer present with respect to the timing and the amount
of the interest rate benchmark-based cash flows); and

The nominal amount of the hedding instruments in those hedging relationships.

Effective Date and Transition

52K. Paragraphs 28H and 52L were added by [draft] Improvements to IPSAS, 2021, issued in

[Month] [Year]. An entity shall apply these amendments when it applies the Interest Rate

Benchmark Reform amendments to IPSAS 29 or IPSAS 41.

52L. In_the reporting period in_which an entity first applies Interest Rate Benchmark Reform

amendments, an_entity is _not required to present the quantitative information required by

paragraph 33(f) of IPSAS 3, Accounting Policies, Changes in Accounting Estimates and Errors.

Basis for Conclusions
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Revision of IPSAS 30 as aresult of [draft] Improvements to IPSAS, 2021

BC12. The IPSASB reviewed the revisions to IFRS 7, Financial Instruments: Disclosures, included in
Interest Rate Benchmark Reform (Amendments to IFRS 9, IAS 39 and IFRS 7) issued by the IASB
in September 2019, and the IASB’s rationale for making these amendments as set out in its Basis
for Conclusions, and generally concurred that there was no public sector specific reason for not

adopting these amendments, henceforth labelled as Interest Rate Benchmark Reform
amendments.
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Amendment: Part lI-2a

Amendments to IPSAS 41, Financial Instruments

Paragraphs 72A—72E, 155M-1557, 156F and 191-194 are added. A new heading is inserted before
paragraph 155N and new subheadings are inserted before paragraphs 72A, 155T, 155V, 155X and 191.
New text is underlined.

Measurement

Amortized Cost Measurement

Changes in the Basis for Determining the Contractual Cash Flows as a Result of Interest Rate

Benchmark Reform

712A.

An entity shall apply paragraphs 72B—72E to a financial asset or financial liability if, and only if, the

72B.

basis for determining the contractual cash flows of that financial asset or financial liability changes
as a result of interest rate benchmark reform. For this purpose, the term ‘interest rate benchmark
reform’ refers to the market-wide reform of an interest rate benchmark as described in
paragraph 155B.

The basis for determining the contractual cash flows of a financial asset or financial liability can

72C.

change:

(a) By amending the contractual terms specified at the initial recognition of the financial
instrument (for_example, the contractual terms are _amended to replace the referenced
interest rate benchmark with an alternative benchmark rate);

(b) In away that was not considered by—or contemplated in—the contractual terms at the initial
recognition of the financial instrument, without amending the contractual terms (for example,
the method for calculating the interest rate benchmark is altered without amending the
contractual terms); and/or

(c)  Because of the activation of an existing contractual term (for example, an existing fallback
clause is triggered).

As a practical expedient, an entity shall apply paragraph AG160 to account for a change in the

basis for determining the contractual cash flows of a financial asset or financial liability that is
required by interest rate benchmark reform. This practical expedient applies only to such changes
and only to the extent the change is required by interest rate benchmark reform (see also
paragraph 72E). For this purpose, a change in the basis for determining the contractual cash flows
is required by interest rate benchmark reform if, and only if, both these conditions are met:

(a) __ The change is necessary as a direct consequence of interest rate benchmark reform; and

(b) The new basis for determining the contractual cash flows is economically equivalent to the
previous basis (i.e., the basis immediately preceding the change).
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72D. Examples of changes that give rise to a new basis for determining the contractual cash flows that
is economically equivalent to the previous basis (i.e., the basis immediately preceding the change)
are:

(a)  The replacement of an existing interest rate benchmark used to determine the contractual
cash flows of a financial asset or financial liability with an alternative benchmark rate—or the
implementation of such a reform of an interest rate benchmark by altering the method used
to_calculate the interest rate benchmark—with the addition of a fixed spread necessary to
compensate for the basis difference between the existing interest rate benchmark and the
alternative benchmark rate;

(b) Changes to the reset period, reset dates or the number of days between coupon payment
dates in order to implement the reform of an interest rate benchmark; and

(c) _ The addition of a fallback provision to the contractual terms of a financial asset or financial
liability to enable any change described in (a) and (b) above to be implemented.

72E. If changes are made to a financial asset or financial liability in addition to changes to the basis for

determining the contractual cash flows required by interest rate benchmark reform, an entity shall
first apply the practical expedient in paragraph 72C to the changes required by interest rate
benchmark reform. The entity shall then apply the applicable requirements in this Standard to any
additional changes to which the practical expedient does not apply. If the additional change does
not result in the derecognition of the financial asset or financial liability, the entity shall apply
paragraph 71 or paragraph AG161, as applicable, to account for that additional change. If the
additional change results in the derecognition of the financial asset or financial liability, the entity
shall apply the derecognition requirements.

Temporary Exceptions from Applying Specific Hedge Accounting Requirements

End of Application

155M.

An entity shall prospectively cease applying paragraphs 155G and 155H at the earlier of:

(a)  When changes required by interest rate benchmark reform are made to the non-contractually
specified risk component applying paragraph 155N; or

(b)  When the hedging relationship in which the non-contractually specified risk component is
designated is discontinued.

Additional Temporary Exceptions Arising from Interest Rate Benchmark Reform

155N.

As and when the requirements in paragraphs 155D—155H cease to apply to a hedging relationship

(see paragraphs 155|-155M), an entity shall amend the formal designation of that hedging
relationship as previously documented to reflect the changes required by interest rate benchmark
reform, i.e., the changes are consistent with the requirements in paragraphs 72B—72D. In this
context, the hedge designation shall be amended only to make one or more of these changes:

(a)  Designating an alternative benchmark rate (contractually or non-contractually specified) as
a hedged risk;
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(b)  Amending the description of the hedged item, including the description of the designated
portion of the cash flows or fair value being hedged; or

(c) __ Amending the description of the hedging instrument.

An entity also shall apply the requirement in paragraph 155N(c) if these three conditions are met:

155P.

(a)  The entity makes a change required by interest rate benchmark reform using an approach
other than changing the basis for determining the contractual cash flows of the hedging
instrument (as described in paragraph 72B);

(b)  The original hedging instrument is not derecognized; and

(c) _ The chosen approach is economically equivalent to changing the basis for determining the
contractual cash flows of the original hedging instrument (as described in paragraphs 72C

and 72D).

The requirements in paragraphs 155D-155H may cease to apply at different times. Therefore, in

1550.

applying paragraph 155N, an entity may be required to amend the formal designation of its hedging
relationships at different times, or may be required to amend the formal designation of a hedging
relationship more than once. When, and only when, such a change is made to the hedge
designation, an entity shall apply paragraphs 155T—155Y as applicable. An entity also shall apply
paragraph 137 (for a fair value hedge) or paragraph 140 (for a cash flow hedge) to account for any
changes in the fair value of the hedged item or the hedging instrument.

An _entity shall amend a hedging relationship as required in paragraph 155N by the end of the

155R.

reporting period during which a change required by interest rate benchmark reform is made to the
hedged risk, hedged item or hedging instrument. For the avoidance of doubt, such an amendment
to the formal designation of a hedging relationship constitutes neither the discontinuation of the
hedqing relationship nor the designation of a new hedging relationship.

If changes are made in addition to those changes required by interest rate benchmark reform to

155S.

the financial asset or financial liability designated in a hedging relationship (as described in
paragraphs 72B—72D) or to the designation of the hedging relationship (as required by
paragraph 155N), an entity shall first apply the applicable requirements in this Standard to
determine if those additional changes result in the discontinuation of hedge accounting. If the
additional changes do not result in the discontinuation of hedge accounting, an entity shall amend
the formal designation of the hedging relationship as specified in paragraph 155N.

Paragraphs 155T—155Z provide exceptions to the requirements specified in those paragraphs only.

An_entity shall apply all other hedge accounting requirements in this Standard, including the
qualifying criteria in paragraph 129, to hedging relationships that were directly affected by interest
rate benchmark reform.

Accounting for Qualifying Hedging Relationships

Cash Flow Hedges

155T.

For the purpose of applying paragraph 140, at the point when an entity amends the description of

a hedoged item as required in paragraph 155N(b), the amount accumulated in the cash flow hedge
reserve shall be deemed to be based on the alternative benchmark rate on which the hedged future
cash flows are determined.
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For a discontinued hedging relationship, when the interest rate benchmark on which the hedged

future cash flows had been based is changed as required by interest rate benchmark reform, for
the purpose of applying paragraph 141 in order to determine whether the hedged future cash flows
are expected to occur, the amount accumulated in the cash flow hedge reserve for that hedging
relationship shall be deemed to be based on the alternative benchmark rate on which the hedged
future cash flows will be based.

Groups of Iltems

155V.

When an entity applies paragraph 155N to groups of items designated as hedged items in a fair

155W.

value or cash flow hedge, the entity shall allocate the hedged items to subgroups based on the
benchmark rate being hedged and designate the benchmark rate as the hedged risk for each
subgroup. For example, in a hedging relationship in which a group of items is hedged for changes
in an interest rate benchmark subject to interest rate benchmark reform, the hedged cash flows or
fair value of some items in the group could be changed to reference an alternative benchmark rate
before other items in the group are changed. In this example, in applying paragraph 155N, the
entity would designate the alternative benchmark rate as the hedged risk for that relevant subgroup
of hedged items. The entity would continue to designate the existing interest rate benchmark as
the hedged risk for the other subgroup of hedged items until the hedged cash flows or fair value of
those items are changed to reference the alternative benchmark rate or the items expire and are
replaced with hedged items that reference the alternative benchmark rate.

An entity shall assess separately whether each subgroup meets the requirements in paragraph 146

to be an eligible hedged item. If any subgroup fails to meet the requirements in paragraph 146, the
entity shall discontinue hedge accounting prospectively for the hedging relationship in its entirety.
An_entity also shall apply the requirements in paragraphs 137 and 140 to account for
ineffectiveness related to the hedging relationship in its entirety.

Designation of Risk Components

155X.

An alternative benchmark rate designated as a non-contractually specified risk component that is

155Y.

not separately identifiable (see paragraphs 128(a) and AG257) at the date it is designated shall be
deemed to have met that requirement at that date, if, and only if, the entity reasonably expects the
alternative benchmark rate will be separately identifiable within 24 months. The 24-month period
applies to each alternative benchmark rate separately and starts from the date the entity designates
the alternative benchmark rate as a non-contractually specified risk component for the first time (ie
the 24-month period applies on a rate-by-rate basis).

If subsequently an entity reasonably expects that the alternative benchmark rate will not be

1557.

separately identifiable within 24 months from the date the entity designated it as a non-contractually
specified risk_component for the first time, the entity shall cease applying the requirement in
paragraph 155X to that alternative benchmark rate and discontinue hedge accounting
prospectively from the date of that reassessment for all hedging relationships in which the
alternative benchmark rate was designated as a non-contractually specified risk component.

In addition to those hedging relationships specified in paragraph 155N, an entity shall apply the

requirements in paragraphs 155X and 155Y to new hedqging relationships in which an alternative
benchmark rate is designated as a non-contractually specified risk component (see
paragraphs 128(a) and AG257) when, because of interest rate benchmark reform, that risk

component is not separately identifiable at the date it is designated.
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Effective Date and Transition

Effective Date

156F.

Paragraphs 72A—72E, 155M-1557, and 191-194 were added by [draft] Improvements to

IPSAS, 2021, issued in [Month] [Year]. An entity shall apply these amendments for annual
financial statements covering periods beginning on or after January 1, 2023. Earlier
application is permitted. If an entity applies these amendments for an earlier period, it shall
disclose that fact.

Transition

Transition for Interest Rate Benchmark Reform—Phase 2

191.

An entity shall apply Interest Rate Benchmark Reform—Phase 2 amendments retrospectively in

192.

accordance with IPSAS 3, except as specified in paragraphs 192-194.

An entity shall designate a new hedging relationship (for example, as described in paragraph 15527)

193.

only prospectively (i.e., an entity is prohibited from designating a new hedge accounting relationship
in prior periods). However, an entity shall reinstate a discontinued hedging relationship if, and only
if, these conditions are met:

(a)  The entity had discontinued that hedging relationship solely due to changes required by
interest rate benchmark reform and the entity would not have been required to discontinue
that hedaging relationship if these amendments had been applied at that time; and

(b) At the beginning of the reporting period in which an entity first applies these amendments
(date of initial application of these amendments), that discontinued hedging relationship
meets the qualifying criteria _for hedge accounting (after taking into account these

amendments).

If, in_applying paragraph 192, an entity reinstates a discontinued hedging relationship, the entity

194.

shall read references in paragraphs 155X and 155Y to the date the alternative benchmark rate is
designated as a non-contractually specified risk component for the first time as referring to the date
of initial application of these amendments (i.e., the 24-month period for that alternative benchmark
rate designated as a non-contractually specified risk component begins from the date of initial
application of these amendments).

An entity is not required to restate prior periods to reflect the application of these amendments. The

entity may restate prior periods if, and only if, it is possible without the use of hindsight. If an entity
does not restate prior periods, the entity shall recognize any difference between the previous
carrying amount and the carrying amount at the beginning of the annual reporting period that
includes the date of initial application of these amendments in the opening net assets/equity (or
other component of net assets/equity, as appropriate) of the annual reporting period that includes
the date of initial application of these amendments.
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Basis for Conclusions

Revision of IPSAS 41 as aresult of [draft] Improvements to IPSAS, 2021

BC51. The IPSASB reviewed the revisions to IFRS 9, Financial Instruments, included in Interest Rate
Benchmark Reform—Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)
issued by the IASB in August 2020, and the IASB'’s rationale for making these amendments as set
out in its Basis for Conclusions, and generally concurred that there was no public sector specific
reason for not adopting these amendments, henceforth labelled as Interest Rate Benchmark
Reform—Phase 2 amendments.
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Amendment: Part 1I-2b

Amendments to IPSAS 29, Financial Instruments: Recognition and Measurement

Paragraph 113M is amended and paragraphs 1130-113ZC and 125J-125M are added. New headings are
inserted before paragraphs 113P, 113V, 113Y, and 113ZA. New subheadings are inserted before
paragraphs 113P, 113V, and 113W. New text is underlined and deleted text is struck through.

Hedge Accounting

Temporary Exceptions from Applying Specific Hedge Accounting Requirements

End of Application

113M. An entity shall prospectively cease applying paragraph 113G to a hedging relationship at the earlier
of:

(& When the uncertainty arising from interest rate benchmark reform is no longer present with
respect to the hedged risk and the timing and the amount of the interest rate benchmark-
based cash flows of the hedged item er-and of the hedging instrument; and

(b)  When the hedging relationship to which the exception is applied is discontinued.

1130. An entity shall prospectively cease applying paragraphs 113H and 113l at the earlier of:

(a)  When changes required by interest rate benchmark reform are made to the non-contractually
specified risk portion applying paragraph 113P; or

(b)  When the hedging relationship in_which the non-contractually specified risk portion is
designated is discontinued.

Additional Temporary Exceptions Arising from Interest Rate Benchmark Reform

Hedge Accounting

113P. As and when the requirements in paragraphs 113D-113I cease to apply to a hedging relationship
(see paragraphs 113J-1130), an entity shall amend the formal designation of that hedqging
relationship as previously documented to reflect the changes required by interest rate benchmark
reform, i.e., the changes are consistent with the requirements in paragraphs 72B—72D of IPSAS 41.
In this context, the hedge designation shall be amended only to make one or more of these
changes:

(a)  Designating an alternative benchmark rate (contractually or non-contractually specified) as
a hedged risk;
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(b)  Amending the description of the hedged item, including the description of the designated
portion of the cash flows or fair value being hedged;

(c) _ Amending the description of the hedging instrument; or

(d)  Amending the description of how the entity will assess hedge effectiveness.

An entity also shall apply the requirement in paragraph 113P(c) if these three conditions are met:

113R.

(a)  The entity makes a change required by interest rate benchmark reform using an approach
other than changing the basis for determining the contractual cash flows of the hedging
instrument (as described in paragraph 72B of IPSAS 41);

(b)  The original hedging instrument is not derecognized; and

(c)  The chosen approach is economically equivalent to changing the basis for determining the
contractual cash flows of the original hedging instrument (as described in paragraphs 72C
and 72D of IPSAS 41).

The requirements in_paragraphs 113D-1131 may cease to apply at different times. Therefore,

113S.

applying paragraph 113P, an entity may be required to amend the formal designation of its hedging
relationships at different times, or may be required to amend the formal designation of a hedging
relationship more than once. When, and only when, such a change is made to the hedge
designation, an entity shall apply paragraphs 113V-113ZB as applicable. An entity also shall apply
paragraph 99 (for a fair value hedge) or paragraph 107 (for a cash flow hedge) to account for any
changes in the fair value of the hedged item or the hedging instrument.

An _entity shall amend a hedging relationship as required in paragraph 113P by the end of the

113T.

reporting period during which a change required by interest rate benchmark reform is made to the
hedged risk, hedged item or hedging instrument. For the avoidance of doubt, such an amendment
to the formal designation of a hedging relationship constitutes neither the discontinuation of the
hedqing relationship nor the designation of a new hedging relationship.

If changes are made in addition to those changes required by interest rate benchmark reform to

113U.

the financial asset or financial liability designated in a hedging relationship (as described in
paragraphs 72B—72D of IPSAS 41) or to the designation of the hedging relationship (as required
by paragraph 113P), an entity shall first apply the applicable requirements in this Standard to
determine if those additional changes result in the discontinuation of hedge accounting. If the
additional changes do not result in the discontinuation of hedge accounting, an entity shall amend
the formal designation of the hedqing relationship as specified in paragraph 113P.

Paragraphs 113V-113ZC provide exceptions to the requirements specified in those paragraphs

only. An entity shall apply all other hedge accounting requirements in this Standard, including the
qualifying criteria in paragraph 98, to hedqging relationships that were directly affected by interest
rate benchmark reform.

Accounting for Qualifying Hedging Relationships

Retrospective Effectiveness Assessment

113V.

For the purpose of assessing the retrospective effectiveness of a hedging relationship on a

cumulative basis applying paragraph 98(e) and only for this purpose, an entity may elect to reset
to zero the cumulative fair value changes of the hedged item and hedging instrument when ceasing
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to apply paragraph 113G as required by paragraph 113M. This election is made separately for each
hedging relationship (i.e., on an individual hedging relationship basis).

Cash Flow Hedges

113W.

For the purpose of applying paragraph 108, at the point when an entity amends the description of

113X.

a hedged item as required in paragraph 113P(b), the cumulative gain or loss in net assets/equity
shall be deemed to be based on the alternative benchmark rate on which the hedged future cash
flows are determined.

For a discontinued hedging relationship, when the interest rate benchmark on which the hedged

future cash flows had been based is changed as required by interest rate benchmark reform, for
the purpose of applying paragraph 112(c) in order to determine whether the hedged future cash
flows are expected to occur, the amount accumulated in other comprehensive income for that
hedqing relationship shall be deemed to be based on the alternative benchmark rate on which the
hedged future cash flows will be based.

Groups of Iltems

113Y.

When an entity applies paragraph 113P to groups of items designated as hedged items in a fair

1137.

value or cash flow hedge, the entity shall allocate the hedged items to subgroups based on the
benchmark rate being hedged and designate the benchmark rate as the hedged risk for each
subgroup. For example, in a hedging relationship in which a group of items is hedged for changes
in an interest rate benchmark subject to interest rate benchmark reform, the hedged cash flows or
fair value of some items in the group could be changed to reference an alternative benchmark rate
before other items in the group are changed. In this example, in applying paragraph 113P, the
entity would designate the alternative benchmark rate as the hedged risk for that relevant subgroup
of hedged items. The entity would continue to designate the existing interest rate benchmark as
the hedged risk for the other subgroup of hedged items until the hedged cash flows or fair value of
those items are changed to reference the alternative benchmark rate or the items expire and are
replaced with hedged items that reference the alternative benchmark rate.

An entity shall assess separately whether each subgroup meets the requirements in paragraphs 87

and 93 to be an eligible hedged item. If any subgroup fails to meet the requirements in
paragraphs 87 and 93, the entity shall discontinue hedge accounting prospectively for the hedqing
relationship in its entirety. An entity also shall apply the requirements in paragraphs 99 or 107 to
account for ineffectiveness related to the hedging relationship in its entirety.

Designating Financial Iltems as Hedged ltems

1137A.

An alternative benchmark rate designated as a non-contractually specified risk portion that is not

1137B.

separately identifiable (see paragraphs 90 and AG139) at the date it is designated shall be deemed
to have met that requirement at that date, if, and only if, the entity reasonably expects the alternative
benchmark rate will be separately identifiable within 24 months. The 24-month period applies to
each alternative benchmark rate separately and starts from the date the entity designates the
alternative benchmark rate as a non-contractually specified risk portion for the first time (i.e., the
24-month period applies on a rate-by-rate basis).

If subsequently an entity reasonably expects that the alternative benchmark rate will not be

separately identifiable within 24 months from the date the entity designated it as a non-contractually
specified risk portion for the first time, the entity shall cease applying the requirement in
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paragraph 113ZA to that alternative benchmark rate and discontinue hedge accounting
prospectively from the date of that reassessment for all hedging relationships in which the
alternative benchmark rate was designated as a non-contractually specified risk portion.

In addition to those hedging relationships specified in paragraph 113P, an entity shall apply the

requirements in paragraphs 113ZA and 113ZB to new hedging relationships in which an alternative
benchmark rate is designated as a non-contractually specified risk portion (see paragraphs 90 and
AG139) when, because of interest rate benchmark reform, that risk portion is not separately
identifiable at the date it is designated.

Effective Date and Transition

125J.

Paragraph 113M was amended and paragraphs 1130-113ZC and 125K-125M were added by

125K.

[draft] Improvements to IPSAS, 2021, issued in [Month] [Year]. An entity shall apply these
amendments for annual financial statements covering periods beginning on or_after
January 1, 2022. Earlier application is permitted. If an entity applies these amendments for
an_earlier period, it shall disclose that fact. An_entity shall apply these amendments
retrospectively in accordance with IPSAS 3, except as specified in paragraphs 125K—125M.

An _entity shall designate _a new hedging relationship (for example, as described in

125L.

paragraph 113ZC) only prospectively (i.e., an entity is prohibited from designating a new hedge
accounting relationship in prior periods). However, an entity shall reinstate a discontinued hedging
relationship if, and only if, these conditions are met:

(a)  The entity had discontinued that hedging relationship solely due to changes required by
interest rate benchmark reform and the entity would not have been required to discontinue
that hedaging relationship if these amendments had been applied at that time; and

(b) At the beginning of the reporting period in which an entity first applies these amendments
(date of initial application of these amendments), that discontinued hedging relationship
meets the qualifying criteria _for hedge accounting (after taking into account these

amendments).

If, in applying paragraph 125K, an entity reinstates a discontinued hedging relationship, the entity

125M.

shall read references in paragraphs 113ZA and 113ZB to the date the alternative benchmark rate
is designated as a non-contractually specified risk portion for the first time as referring to the date
of initial application of these amendments (i.e., the 24-month period for that alternative benchmark
rate designated as a non-contractually specified risk portion begins from the date of initial
application of these amendments).

An entity is not required to restate prior periods to reflect the application of these amendments. The

entity may restate prior periods if, and only if, it is possible without the use of hindsight. If an entity
does not restate prior periods, the entity shall recognize any difference between the previous
carrying amount and the carrying amount at the beginning of the annual reporting period that
includes the date of initial application of these amendments in the opening net assets/equity (or
other component of net assets/equity, as appropriate) of the annual reporting period that includes
the date of initial application of these amendments.
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Basis for Conclusions

Revision of IPSAS 29 as aresult of [draft] Improvements to IPSAS, 2021

BC22. The IPSASB reviewed the revisions to IAS 39, Financial Instruments: Recognition and
Measurement, included in Interest Rate Benchmark Reform—Phase 2 (Amendments to IFRS 9,
IAS 39, IFRS 7, IFRS 4 and IFRS 16) issued by the IASB in August 2020, and the IASB’s rationale
for making these amendments as set out in its Basis for Conclusions, and generally concurred that
there was no public sector specific reason for not adopting these amendments, henceforth labelled
as Interest Rate Benchmark Reform—Phase 2 amendments.
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Amendment: Part 1I-2¢

Amendments to IPSAS 30, Financial Instruments: Disclosures

Paragraphs 28I-28J and 52M-52N are added. A new subheading is inserted before paragraph 28I. New
text is underlined.

Other Disclosures

Hedge Accounting

Additional Disclosures Related to Interest Rate Benchmark Reform

28l.

To enable users of financial statements to understand the effect of interest rate benchmark reform

28J.

on _an_entity’s financial instruments and risk management strategy, an entity shall disclose

information about:

(a)

The nature and extent of risks to which the entity is exposed arising from financial instruments

(b)

subject to interest rate benchmark reform, and how the entity manages these risks; and

The entity’s progress in completing the transition to alternative benchmark rates, and how

the entity is managing the transition.

To meet the objectives in paragraph 28I, an entity shall disclose:

(a)

How the entity is managing the transition to alternative benchmark rates, its progress at the

(b)

reporting date and the risks to which it is exposed arising from financial instruments because
of the transition;

Disaggregated by significant interest rate benchmark subject to interest rate benchmark

(c)

reform, guantitative information about financial instruments that have vyet to transition to an

alternative benchmark rate as at the end of the reporting period, showing separately:

(i) Non-derivative financial assets;

(ii) Non-derivative financial liabilities; and

(iii) __ Derivatives; and

If the risks identified in paragraph 28J(a) have resulted in changes to an_entity’'s risk

management strateqy (see paragraph 26A), a description of these changes.

Effective Date and Transition

52M.

Paragraphs 281-28J and 52N were added by [draft] Improvements to IPSAS, 2021, issued in

[Month] [Year]. An entity shall apply these amendments when it applies the Interest Rate
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Benchmark Reform—Phase 2 amendments to IPSAS 29, IPSAS 41, or [draft] Exposure Draft
75, Leases.t

52N. In the reporting period in which an entity first applies Interest Rate Benchmark Reform—Phase 2
amendments an _entity is _not required to present the quantitative information required by
paragraph 33(f) of IPSAS 3.

Basis for Conclusions

Revision of IPSAS 30 as aresult of [draft] Improvements to IPSAS, 2021

BC13. The IPSASB reviewed the revisions to IFRS 7, Financial Instruments, included in Interest Rate
Benchmark Reform—Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)
issued by the IASB in August 2020, and the IASB’s rationale for making these amendments as set
out in its Basis for Conclusions, and generally concurred that there was no public sector specific
reason for not adopting these amendments, henceforth labelled as Interest Rate Benchmark
Reform—Phase 2 amendments.

5 The reference to [draft] Exposure Draft 75, Leases will be replaced by the reference to the final IPSAS based on [draft] ED 75

when published.
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Amendment: Part 1I-2d

Amendments to Exposure Draft (ED) 75, Leases

Paragraphs 102A-102C, 105B and 125A-125B are added. A new heading is inserted before
paragraph 102A and a subheading is added before paragraph 125A. New text is underlined.

Temporary Exception Arising from Interest Rate Benchmark Reform

102A.

A lessee shall apply paragraphs 102B-102C to all lease modifications that change the basis for

102B.

determining future lease payments as a result of interest rate benchmark reform
(see paragraphs 72B and 72D of IPSAS 41). These paragraphs apply only to such lease
modifications. For this purpose, the term ‘interest rate benchmark reform’ refers to the market-wide
reform of an interest rate benchmark as described in paragraph 155B of IPSAS 41.

As a practical expedient, a lessee shall apply paragraph 43 to account for a lease modification

102C.

required by interest rate benchmark reform. This practical expedient applies only to such
modifications. For this purpose, a lease modification is required by interest rate benchmark reform
if, and only if, both of these conditions are met:

(a)  The maodification is necessary as a direct consequence of interest rate benchmark reform;
and

(b) The new basis for determining the lease payments is economically equivalent to the previous
basis (i.e., the basis immediately preceding the modification).

However, if lease modifications are made in_addition to those lease modifications required by

interest rate benchmark reform, a lessee shall apply the applicable requirements in this Standard
to account for all lease modifications made at the same time, including those required by interest
rate benchmark reform.

Effective Date and Transition

Effective Date

105B.

Paragraphs 102A-102C and 125A-125B were added by [draft] Improvements to

IPSAS, 2021, issued in [Month] [Year]. An entity shall apply these amendments for annual
financial statements covering periods beginning on or_after January 1, [Year]. Earlier
application is permitted. If an entity applies these amendments for an earlier period, it shall
disclose that fact.

Transition
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Interest Rate Benchmark Reform—Phase 2

125A. An entity shall apply these amendments retrospectively in accordance with IPSAS 3, except as
specified in paragraph 125B.

125B. An entity is not required to restate prior periods to reflect the application of these amendments. The
entity may restate prior periods if, and only if, it is possible without the use of hindsight. If an entity
does not restate prior periods, the entity shall recognize any difference between the previous
carrying amount and the carrying amount at the beginning of the annual reporting period that
includes the date of initial application of these amendments in the opening net assets/equity (or
other component of equity, as appropriate) of the annual reporting period that includes the date of
initial application of these amendments.

Basis for Conclusions

Revision of ED 75 as a result of [draft] Improvements to IPSAS, 2021

BC61. The IPSASB reviewed the revisions to IFRS 16, Leases, included in Interest Rate Benchmark
Reform—Phase 2 (Amendments to IFRS 9, IAS 39, IFRS 4, and IFRS 16) issued by the IASB in
August 2020, and the IASB’s rationale for making these amendments as set out in its Basis for
Conclusions, and generally concurred that there was no public sector specific reason for not
adopting these amendments, henceforth labelled as Interest Rate Benchmark Reform—Phase 2
amendments.
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Amendment: Part 1I-3a

Amendments to IPSAS 33, First-time Adoption of Accrual Basis International
Public Sector Accounting Standards (IPSASs)

Paragraphs 85B and 154P are added. New text is underlined.

Exemptions that Do Not Affect Fair Presentation and Compliance with Accrual
Basis IPSASs During the Period of Adoption

IPSAS 4, The Effects of Changes in Foreign Exchange Rates

85B. Instead of applying paragraph 85, a controlled entity that uses the exemption in
paragraph 129(a) may elect, in its financial statements, to measure cumulative translation
differences for all foreign operations at the carrying amount that would be included in the
controlling entity’s consolidated financial statements, based on the controlling entity’s date
of adoption of IPSASs, if no adjustments were made for consolidation procedures and for
the effects of the public sector combination in which the controlling entity acquired the
controlled entity. A similar election is available to an associate or joint venture that uses the
exemption in paragraph 129(a).

Effective Date and Transition

154P. Paragraph 85B was added by [draft] Improvements to IPSAS, 2021, issued in [Month] [Year].
An _entity shall apply these amendments for annual financial statements covering periods
beginning on or after January 1, [Year]. Earlier application is permitted. If an entity applies
these amendments for an earlier period, it shall disclose that fact.

Basis for Conclusions

Revision of IPSAS 33 as aresult of [draft] Improvements to IPSAS, 2021

BC126. The IPSASB reviewed the revisions to IFRS 1, First-time Adoption of International Financial
Reporting Standards, included in Annual Improvements to IFRS® Standards (2018-2020) issued
by the IASB in May 2020, and the IASB’s rationale for making these amendments as set out in its
Basis for Conclusions, and generally concurred that there was no public sector specific reason for
not adopting these amendments.
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Amendment: Part 11-3b

Amendments to IPSAS 41, Financial Instruments

Paragraph AG46 is amended and paragraphs AG46A, 154G and 195 are added. A new heading is inserted
above paragraph 195. New text is underlined and deleted text is struck through.

Effective Date and Transition

Effective Date

154G. Paragraph AG46 was amended and paragraphs AG46A and 195 were added by
[draft] Improvements to IPSAS, 2021, issued in [Month] [Year]. An entity shall apply these
amendments for annual financial statements covering periods beginning on or_after
January 1, 2023. Earlier application is permitted. If an entity applies these amendments for
an earlier period, it shall disclose that fact.

Transition

Transition for [draft] Improvements to IPSAS, 2021

195. An entity shall apply [draft] Improvements to IPSAS, 2021 to financial liabilities that are modified or
exchanged on or after the beginning of the annual reporting period in which the entity first applies
the amendment.

Application Guidance
This Appendix is an integral part of IPSAS 41.

Recognition and Derecognition

Derecognition of Financial Liabilities

AG46. For the purpose of paragraph 36, the terms are substantially different if the discounted present
value of the cash flows under the new terms, including any fees paid net of any fees received and
discounted using the original effective interest rate, is at least 10 percent different from the
discounted present value of the remaining cash flows of the original financial liability. H-an-exchange
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In determining those fees paid net of fees received, a borrower includes only fees paid or received
between the borrower and the lender, including fees paid or received by either the borrower or
lender on the other’s behalf.

AG46A.1f an exchange of debt instruments or modification of terms is accounted for as an extinguishment,
any costs or fees incurred are recognized as part of the gain or loss on the extinguishment. If the
exchange or modification is not accounted for as an extinguishment, any costs or fees incurred
adjust the carrying amount of the liability and are amortized over the remaining term of the modified

liability.

Basis for Conclusions

Revision of IPSAS 41 as aresult of [draft] Improvements to IPSAS, 2021

BC52. The IPSASB reviewed the revisions to IFRS 9, Financial Instruments, included in Annual
Improvements to IFRS® Standards (2018-2020) issued by the IASB in May 2020, and the IASB’s
rationale for making these amendments as set out in its Basis for Conclusions, and generally
concurred that there was no public sector specific reason for not adopting these amendments.
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Amendment: Part ll-4a

Amendments to IPSAS 1, Presentation of Financial Statements

Paragraphs 80, 84, 85 and 87 are amended and paragraphs 83A, 86A, 87A, 87B and 153T are added.
Paragraphs 81, 82, 83 and 86 have been included for ease of reference but are not amended. New
subheadings are inserted before paragraphs 81, 82, 83A and 87A. New text is underlined and deleted text
is struck through.

Structure and Content

Statement of Financial Position

Current Liabilities

80. A liability shall be classified as current when it satisfies any of the following criteria:
(@) Itis expected to be settled in the entity’s normal operating cycle;
(b) Itis held primarily for the purpose of being traded,;
(c) Itisdue to be settled within twelve months after the reporting date; or

(d) The entity does not have-an-uneconditional the right at the end of the reporting period
to defer settlement of the liability for at least twelve months after the reporting date

aYalll o a alaliey arm a a N a

All other liabilities shall be classified as non-current.

Normal Operating Cycle (paragraph 80(a))

81. Some current liabilities, such as government transfers payable and some accruals for employee
and other operating costs, are part of the working capital used in the entity’s normal operating cycle.
Such operating items are classified as current liabilities even if they are due to be settled more than
twelve months after the reporting date. The same normal operating cycle applies to the
classification of an entity’s assets and liabilities. When the entity’s normal operating cycle is not
clearly identifiable, its duration is assumed to be twelve months.

Held Primatrily for the Purpose of Trading (paragraph 80(b)) or Due to be Settled within Twelve Months
(paragraph 80(c))

82. Other current liabilities are not settled as part of the normal operating cycle, but are due for
settlement within twelve months after the reporting date or held primarily for the purpose of being
traded. Examples are some financial liabilities that meet the definition of held for trading in
IPSAS 41, bank overdrafts, and the current portion of non-current financial liabilities, dividends or
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similar distributions payable, income taxes and other non-trade payables. Financial liabilities that
provide financing on a long-term basis (i.e., are not part of the working capital used in the entity’s
normal operating cycle) and are not due for settlement within twelve months after the reporting date
are non-current liabilities, subject to paragraphs 85 and 86.

An entity classifies its financial liabilities as current when they are due to be settled within twelve
months after the reporting date, even if:

(&) The original term was for a period longer than twelve months; and

(b) An agreement to refinance, or to reschedule payments, on a long-term basis is completed
after the reporting date and before the financial statements are authorized for issue.

Right to Defer Settlement for at Least Twelve months (paragraph 80(d))

83A.

An entity’s right to defer settlement of a liability for at least twelve months after the reporting period

84.

85.

86.

86A.

must have substance and, as illustrated in paragraphs 84—86, must exist at the end of the reporting
period. If the right to defer settlement is subject to the entity complying with specified conditions,
the right exists at the end of the reporting period only if the entity complies with those conditions at
the end of the reporting period. The entity must comply with the conditions at the end of the
reporting period even if the lender does not test compliance until a later date.

If an entity expeets.—and has the diseretion, right, at the end of the reporting period, torefinance-or
roll over an obligation for at least twelve months after the reporting date under an existing loan
facility, it classifies the obligation as non-current, even if it would otherwise be due within a shorter
period. However—whenrefinancing-orrolling-overthe obligation-ishotat the di etion-ofthe-enti

; i i - If the entity has no such right the
refinance is not considered and the obligation is classified as current.

potential to

When an entity breaches an-undertaking a condition under a long-term loan agreement on or before
the reporting date, with the effect that the liability becomes payable on demand, the liability is
classified as current, even if the lender has agreed, after the reporting date and before the
authorization of the financial statements for issue, not to demand payment as a consequence of
the breach. The liability is classified as current because, at the reporting date, the entity does not
have an-uncenditional the right to defer its settlement for at least twelve months after that date.

However, the liability is classified as non-current if the lender agreed by the reporting date to provide
a period of grace ending at least twelve months after the reporting date, within which the entity can
rectify the breach and during which the lender cannot demand immediate repayment.

Classification of a liability is unaffected by the likelihood that the entity will exercise its right to defer

87.

settlement of the liability for at least twelve months after the reporting period. If a liability meets the
criteria_in_paragraph 80 for classification as non-current, it is classified as non-current even if
management intends or expects the entity to settle the liability within twelve months after the
reporting period, or even if the entity settles the liability between the end of the reporting period and
the date the financial statements are authorized for issue. However, in either of those
circumstances, the entity may need to disclose information about the timing of settlement to enable
users of its financial statements to understand the impact of the liability on the entity’s financial
position (see paragraphs 29(c) and 87(d)).

tr—respeet-of-loans—classified-as—eurrent-liabilities—if If the following events occur between the

reporting date and the date the financial statements are authorized for issue, those events qualify
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for disclosure as non-adjusting events in accordance with IPSAS 14, Events after the Reporting
Date:

(& Refinancing on a long-term basis of a liability classified as current (see paragraph 83);

(b) Rectification of a breach of a long-term loan agreement;-and

(c) The receipt from the lender of a period of grace to rectify a breach of a long-term loan

agreement ending-atleast-twelve-months-afterthe reperting-date._classified as current (see
paragraph 86); and

(d)  Settlement of a liability classified as non-current (see paragraph 86A).

Settlement (Paragraphs 80(a), 80(c) and 80(d))

87A.

For the purpose of classifying a liability as current or non-current, settlement refers to a

87B.

transfer to the counterparty that results in the extinguishment of the liability. The transfer
could be of:

(a) _Cash or other economic resources—for example, goods or services:; or

(b) The entity’s own equity instruments, unless paragraph 87B applies.

Terms of aliability that could, at the option of the counterparty, result in its settlement by

the transfer of the entity’s own equity instruments do not affect its classification as current
or_non-current if, applying IPSAS 28, Financial Instruments: Presentation, the entity
classifies the option as an equity instrument, recognizing it separately from the liability as
an equity component of a compound financial instrument.

Effective Date

153T.

Paragraphs 80, 84, 85 and 87 were amended and paragraphs 83A, 86A, 87A and 87B were

added by [draft] Improvements to IPSAS, 2021, issued in [Month] [Year]. An_entity shall
apply these amendments for annual financial statements covering periods beginning on or
after January 1, [Year] retrospectively in_accordance with IPSAS 3. Earlier_application is
permitted. If an entity applies these amendments for an earlier period, it shall disclose that
fact.

Basis for Conclusions

Revision of IPSAS 1 as aresult of [draft] Improvements to IPSAS, 2021

BC39.

The IPSASB reviewed the revisions to IAS 1, Presentation of Financial Statements, included in

Classification of Liabilities as Current or Non-current (Amendments to IAS 1) issued by the IASB in
January 2020, and the IASB’s rationale for making these amendments as set out in its Basis for
Conclusions, and generally concurred that there was no public sector specific reason for not
adopting these amendments.
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Amendment: Part 1I-4b

Amendments to IPSAS 19, Provisions, Contingent Liabilities and Contingent
Assets

Paragraphs 79A, 110A and 111P are added and paragraph 80 is amended. Paragraph 79 has been
included for ease of reference but is not amended. New text is underlined and deleted text is struck through.

Application of the Recognition and Measurement Rules

Onerous Contracts

79. This Standard defines an onerous contract as a contract in which the unavoidable costs of meeting
the obligations under the contract exceed the economic benefits or service potential expected to
be received under it, which includes amounts recoverable. Therefore, it is the present obligation
net of recoveries that is recognized as a provision under paragraph 76. The unavoidable costs
under a contract reflect the least net cost of exiting from the contract, which is the lower of the cost

of fulfilling it and any compensation or penalties arising from failure to fulfill it.

79A. The cost of fulfilling a contract comprises the costs that relate directly to the contract. Costs that

relate directly to a contract consist of both:

(a)  The incremental costs of fulfilling that contract—for example, direct labor and materials; and

(b) An allocation of other costs that relate directly to fulfiling contracts—for example, an

allocation of the depreciation charge for an item of property, plant, and equipment used in

fulfilling that contract among others.

80. Before a separate provision for an onerous contract is established, an entity recognizes any
impairment loss that has occurred on assets dedicated-te-that-used in fulfilling the contract (see

IPSAS 21 and IPSAS 26).

Transitional Provision

110A. [Draft] Improvements to IPSAS, 2021, issued in [Month] [Year] added paragraph 79A and amended

paragraph 80. An entity shall apply those amendments to contracts for which it has not yet fulfilled

all_its obligations_at the beginning of the annual reporting period in which it first applies the

amendments (the date of initial application). The entity shall not restate comparative information.

Instead, the entity shall recognize the cumulative effect of initially applying the amendments as an

adjustment to the opening balance of net assets/equity or other component of net assets/equity, as

appropriate, at the date of initial application.
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Effective Date

111P.

Paragraphs 79A and 110A were added and paragraph 80 was amended by

[draft] Improvements to IPSAS, 2021, issued in [Month] [Year]. An entity shall apply these
amendments for annual financial statements covering periods beginning on or_after
January 1, [Year]. Earlier application is permitted. If an entity applies these amendments for
an earlier period, it shall disclose that fact.

Basis for Conclusions

Revision of IPSAS 19 as aresult of [draft] Improvements to IPSAS, 2021

BC26.

The IPSASB reviewed the revisions to IAS 37, Provisions, Contingent Liabilities and Contingent

Assets, included in Onerous Contracts—Cost of Fulfilling a Contract (Amendments to 1AS 37)
issued by the IASB in May 2020, and the IASB’s rationale for making these amendments as set
out in its Basis for Conclusions, and generally concurred that there was no public sector specific
reason for not adopting these amendments.
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Amendment: Part Il-4c
Amendments to IPSAS 3, Accounting Policies, Changes in Accounting Estimates
and Errors

Paragraphs 7, 37, 39, 43, and 53 are amended, paragraphs 37A, 37B, 39A, 59G, and IG18-1G21 are added
and paragraphs 1G14-1G17 are deleted. New headings are inserted before paragraphs 39, 41, and IG18
and new subheadings are inserted before paragraph 1G18 and 1G20. New text is underlined and deleted
text is struck through.

Definitions

7. The following terms are used in this Standard with the meanings specified:

Accounting estimates are monetary amounts in financial statements that are subject to
measurement uncertainty.

Accounting Changesin-Acecounting Estimates

37. An _accounting policy may require items in financial statements to be measured in a way that
involves measurement uncertainty—that is, the accounting policy may require such items to be
measured at monetary amounts that cannot be observed directly and must instead be estimated.
In such a case, an entity develops an accounting estimate to achieve the objective set out by the

accountlnq DO|ICV As—a—msuk—eHhe—uneeFtarmms—rmmm—delﬂmng—senﬂees—eenduemqg

bH{—ean—enly—be—esHmated— Developlnq accounting estimates involves the use of |udqments or

assumptions Estimation-invelvesjudgments-based on the latest available, reliable information.
Examples of accounting estimates include-Fer-example,-estimates-may-berequired-of:

(&) Tax revenue due to government;

(b) A loss allowance for expected credit losses, applying IPSAS 41, Financial Instruments Bad
debts-arising-from-thcollected-taxes;

(c) The net realizable value of an item of inventory, applying IPSAS 12, Inventories taventery
oebselescenee;

(d) The fair value of an asset or liability, applying [draft] IPSAS [X] (ED 77), Measurement
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(e) The depreciation expense for an item of property, plant, and equipment, applying IPSAS 17

(H A provision for Wwarranty obligations:, applying IPSAS 19, Provisions, Contingent Liabilities
and Contingent Assets.

37A. An entity uses measurement techniques and inputs to develop an accounting estimate.
Measurement technigues include estimation techniques (for example, techniques used to measure
a loss allowance for expected credit losses applying IPSAS 41) and valuation technigues (for
example, technigues used to measure the fair value of an asset or liability applying [draft] IPSAS

[X]1(ED 77)).

37B. The term ‘estimate’ in IPSAS sometimes refers to an estimate that is not an accounting estimate
as defined in this Standard. For example, it sometimes refers to an input used in developing
accounting estimates.

Changes in Accounting Estimates

39. An entity may need to change an accounting estimate may-heed-revision-if changes occur in the
circumstances on which the accounting estimate was based or as a result of new information, new
developments or more experience. By its nature, a change in accounting therevisienr-ofan estimate
does not relate to prior periods and is not the correction of an error.

39A. The effects on an accounting estimate of a change in an input or a change in a measurement
technigue are changes in accounting estimates unless they result from the correction of prior period
errors.

Applying Changes in Accounting Estimates

43. Prospective recognition of the effect of a change in an accounting estimate means that the change
is applied to transactions, other events, and conditions from the date of the that change in-estimate.
A change in an accounting estimate may affect only the current period’s surplus or deficit, or the
surplus or deficit of both the current period and future periods. For example, a change in a loss
allowance for expected credit losses the-estimate—of-the-amount-of bad-debts affects only the
current period’s surplus or deficit, and therefore is recognized in the current period. However, a
change in the estimated useful life of, or the expected pattern of consumption of economic benefits
or service potential embodied in, a depreciable asset affects the depreciation expense for the
current period and for each future period during the asset’s remaining useful life. In both cases, the
effect of the change relating to the current period is recognized as revenue or expense in the current
period. The effect, if any, on future periods is recognized in future periods.

Errors
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Limitations of Retrospective Restatement

53.

Corrections of errors are distinguished from changes in accounting estimates. Accounting
estimates by their nature are approximations that may need changing revisien as additional
information becomes known. For example, the gain or loss recognized on the outcome of a
contingency is not the correction of an error.

Effective Date and Transition

59G.

Paragraphs 7,37, 39, 43, and 53 are amended and paragraphs 37A, 37B, and 39A are deleted

by [draft] Improvements to IPSAS, 2021, issued in [Month] [Year]. An entity shall apply these
amendments for annual financial statements covering periods beginning on or_after
January 1, [2023]. Earlier application is permitted. If an entity applies these amendments for
an earlier period, it shall disclose that fact. An entity shall apply the amendments to changes
in_accounting estimates and changes in_accounting policies that occur on or after the
beginning of the first annual reporting period in which it applies the amendments.

Basis for Conclusions

Revision of IPSAS 3 as aresult of [draft] Improvements to IPSAS, 2021

BC16. The IPSASB reviewed the revisions to IAS 8, Accounting Policies, Changes in Accounting

Estimates, included in Definition of Accounting Estimates (Amendments to 1AS 8) issued by the
IASB in February 2021, and the IASB'’s rationale for making these amendments as set out in its
Basis for Conclusions, and generally concurred that there was no public sector specific reason for
not adopting these amendments.

Implementation Guidance

This guidance accompanies, but is not part of IPSAS 3.

Prospective Application of a Change in Accounting Policy When Retrospective Application is not
Practicable

IG14.
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te-bereconstructed- [Deleted]

IG16.

IG17. Additionalinformation:

Applying the Definition of Accounting Estimates—Fair value of an Investment Property

Fact Pattern
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Entity A owns an investment property that it accounts for by applying the current value model in

1G109.

IPSAS 16, Investment Property. Since it acquired the investment property, Entity A has been
measuring the investment property’s fair value using a valuation technigue consistent with the
income approach described in [draft] IPSAS [X] (ED 77), Measurement.

However, because of changes in market conditions since the previous reporting period, Entity A

1G20.

changes the valuation technique it uses to a valuation technigue consistent with the market
approach described in [draft] IPSAS [X] (ED 77). Entity A has concluded that the resulting
measurement is more representative of the investment property’s fair value in the circumstances
existing at the end of the current reporting period and, therefore, that [draft] IPSAS [X] (ED 77)
permits such a change. Entity A has also concluded that the change in the valuation technigue is
not a correction of a prior period error.

Applying the Definition of Accounting Estimates

The fair value of the investment property is an accounting estimate because:

1G21.

(@) The fair value of the investment property is a monetary amount in the financial statements
that is subject to measurement uncertainty. Fair value reflects the price that would be
received or paid in a hypothetical sale or purchase transaction between market participants—
accordingly, it cannot be observed directly and must instead be estimated;

(b) The fair value of the investment property is an output of a measurement technique (a
valuation technigue) used in applying the accounting policy (current value model); and

(c) In_developing its estimate of the fair value of the investment property, Entity A uses
judgments and assumptions, for example, in:

(i) Selecting _the measurement technigue—selecting the valuation technique that is
appropriate in the circumstances; and

(i) Applying the measurement technigue—developing the inputs that market participants
would use in applying the valuation technique, such as information generated by
market transactions involving comparable assets.

In this fact pattern, the change in the valuation technigque is a change in the measurement technique

applied to estimate the fair value of the investment property. The effect of this change is a change
in an accounting estimate because the accounting policy—to measure the investment property at
fair value—has not changed.
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Amendment: Part 1I-4d

Amendments to IPSAS 17, Property, Plant, and Equipment

Paragraphs 31 and 89 are amended, paragraphs 34A, 89A, 106B and 107U are added. New text is
underlined and deleted text is struck through.

Measurement at Recognition

Elements of Cost

31. Examples of directly attributable costs are:

(@)

(b)
(©)
(d)
(e)

(f)

Costs of employee benefits (as defined in IPSAS 39, Employee Benefits) arising directly from
the construction or acquisition of the item of property, plant, and equipment;

Costs of site preparation;
Initial delivery and handling costs;
Installation and assembly costs;

Costs of testing whether the asset is functioning properly (i.e., assessing whether the
technical and physical performance of the asset is such that it is capable of being used in the
production or supply of goods or services, for rental to others, or for administrative purposes);

Professional fees.

34A. Items may be produced while bringing an item of property, plant, and equipment to the location and

condition necessary for it to be capable of operating in the manner intended by management (such

as samples produced when testing whether the asset is functioning properly). An entity recognizes

the proceeds from selling any such items, and the cost of those items, in surplus or deficit in

accordance with applicable Standards. The entity measures the cost of those items applying the

measurement requirements of IPSAS 12.

Disclosure

89. Thefinancial statements shall also disclose for each class of property, plant, and equipment
recognized in the financial statements:

(@)

The existence and amounts of restrictions on title, and property, plant, and equipment
pledged as securities for liabilities;
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(b) Theamount of expenditures recognized in the carrying amount of an item of property,
plant, and equipment in the course of its construction; and

(c) The amount of contractual commitments for the acquisition of property, plant, and
equipment;-and

(d)

If not presented separately in the statement of financial performance, the financial

statements shall also disclose:

(a) The amount of compensation from third parties for items of property, plant, and
equipment that were impaired, lost or given up that is included in surplus or deficit;
and

(b) The amounts of proceeds and cost included in surplus or deficit in accordance with
paragraph 34A that relate to items produced that are not an output of the entity’s
ordinary activities, and which line item(s) in the statement of financial performance
include(s) such proceeds and cost.

Transitional Provisions

106B.

[Draft] Improvements to IPSAS, 2021, issued in [Month] [Year] amended paragraphs 31 and 89

and added paragraphs 34A and 89A. An entity shall apply those amendments retrospectively, but
only to items of property, plant, and equipment that are brought to the location and condition
necessary for them to be capable of operating in the manner intended by management on or after
the beginning of the earliest period presented in the financial statements in which the entity first
applies the amendments. The entity shall recognize the cumulative effect of initially applying the
amendments as an adjustment to the opening balance of net assets/equity (or other component of
equity, as appropriate) at the beginning of that earliest period presented.

Effective Date

107U.

Paragraphs 31 and 89 were amended and paragraphs 34A, 89A and 106B were added by

[draft] Improvements to IPSAS, 2021, issued in [Month] [Year]. An entity shall apply these
amendments for annual financial statements covering periods beginning on or_after
January 1, [Year]. Earlier application is permitted. If an entity applies these amendments for
an earlier period, it shall disclose that fact.

Basis for Conclusions
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Revision of IPSAS 17 as aresult of [draft] Improvements to IPSAS, 2021

BC17. The IPSASB reviewed the revisions to IAS 16, Property, Plant and Equipment, included in Property,
Plant and Equipment—Proceeds before Intended Use (Amendments to IAS 16) issued by the IASB
in May 2020, and the 1ASB’s rationale for making these amendments as set out in its Basis for
Conclusions, and generally concurred that there was no public sector specific reason for not
adopting these amendments.

International Public Sector Accounting Standards, Exposure Drafts, Consultation Papers, Recommended
Practice Guidelines, and other IPSASB publications are published by, and copyright of, IFAC.

The IPSASB and IFAC do not accept responsibility for loss caused to any person who acts or refrains from
acting in reliance on the material in this publication, whether such loss is caused by negligence or otherwise.

The ‘International Public Sector Accounting Standards Board’, ‘International Public Sector Accounting
Standards’, ‘Recommended Practice Guidelines’, ‘International Federation of Accountants’, ‘IPSASB’,
‘IPSAS’, ‘RPG’, ‘IFAC’, the IPSASB logo, and IFAC logo are trademarks of IFAC, or registered trademarks
and service marks of IFAC in the US and other countries.
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	(b) Costs of site preparation;
	(c) Initial delivery and handling costs;
	(d) Installation and assembly costs;
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