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Statement of Financial Position – Classification of Assets and Liabilities 

Purpose  

1. To receive CAG feedback on developing requirements in IPSAS for the classification of assets and

liabilities on the face of an entity’s statement of financial position.

Introduction 

2. Since our last discussions with the CAG in December 2023, the IPSASB has considered a selection

of issues concerning the general principles that underpin the presentation of general purpose

financial statements (the ‘financial statements’).1 In June 2024, the IPSASB will commence its

deliberations on the specific requirements for presenting information in the primary financial

statements, starting with the statement of financial position.

3. A key aspect of presenting the statement of financial position is the requirement to classify assets

and liabilities into broad groups, to assist the reader’s understanding of the entity’s short-term liquidity

and long-term solvency, the nature of items held, and their purpose. At this meeting, we are seeking

CAG feedback on whether the existing classification requirements for assets and liabilities in IPSAS

should be changed or enhanced.

4. To support the CAG discussion, staff from the IPSASB and the Canadian Public Sector Accounting

Board (PSAB) will provide a short presentation on two common classification approaches used by

public sector entities — the current/non-current approach and the financial/non-financial approach.

5. This paper provides background information together with questions for CAG feedback.

Project Recap 

6. Before discussing the specific issue for CAG consideration, it is useful to briefly recap the role of the

financial statements and the project objectives.

The Role of The Financial Statements 

7. Financial statements prepared and presented by governments and other public sector entities are a

structured set of financial reports that provide an important source of information about:2

(a) The resources it owns and controls (its assets);

(b) The amount it owes and other obligations (its liabilities);

(c) The money and other resources received in the period (its revenue); and

(d) The money spent and other resources consumed in the period (its expenses).

1  General purpose financial statements are financial reports intended to meet the information needs of users who are unable to 

require the preparation of financial reports tailored to meet their specific information needs. The financial statements provide 

information about a reporting entity’s assets, liabilities, net asset/equity, revenue, expenses, and cash flows for a reporting period. 

2  Financial statements prepared in accordance with IPSAS include a statement of financial position, a statement of financial 

performance, a statement of changes in equity/net assets, and a cash flow statement, together with accompanying notes. 
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8. The financial statements confirm the financial impact of transactions incurred and other events or 

conditions for a specified reporting period. Under the accrual basis of accounting, this is typically 

done by providing information about the entity’s financial position, financial performance, and cash 

flows. 

9. The presentation of financial statements in accordance with standardized reporting requirements 

(such as IPSAS) supports the provision of financial information that is faithfully representative, 

comparable, verifiable, and useful for accountability and decision-making purposes. The information 

presented in the financial statements also provides essential inputs into budgetary and fiscal 

management processes. 

Project Objective  

10. The objective of this project is to improve the communication effectiveness of financial information 

presented in public sector financial statements by developing a new IPSAS to replace IPSAS 1, 

Presentation of Financial Statements. Recent international developments have highlighted the 

opportunity to improve the existing requirements, given that IPSAS 1 has not been substantially 

reviewed or updated since its original publication in 2000.3 

11. Achieving this objective will include considering the existing requirements for presenting financial 

statements, encompassing the structure, location of information, minimum disclosures, and 

overarching presentation principles currently provided in IPSAS 1. 

12. How financial information is presented in financial statements plays a critical role in strengthening 

public financial management (PFM) globally, due to the importance of ensuring the information 

presented is relevant, transparent, understandable, and accessible to users. 

The Statement of Financial Position  

13. The statement of financial position (also often known as a ‘balance sheet’) forms a critical component 

of an entity’s financial statements by providing a snapshot of an entity’s assets, liabilities, and net 

assets/equity at the end of a reporting period. An entity’s assets, liabilities, and net assets/equity are 

recognized and measured in accordance with the requirements of individual IPSAS Standards.  

14. The statement of financial position provides essential information about: 

(a) The extent to which management has discharged its responsibilities for safekeeping and 

managing an entity’s resources; 

(b) The extent of indebtedness incurred as a result of funding activities delivered in previous 

reporting periods; 

(c) The availability of resources to support the ongoing delivery of public services and the 

consumption of resources during the current reporting period; 

(d) The ability to meet its short-term and long-term financial and service delivery obligations; and  

(e) The entity’s net assets/equity position at the end of the reporting period.4 

 

3  Including, the issuance of IFRS 18 Presentation and Disclosure in Financial Statements by the IASB in April 2024. 

4  Net assets/equity is the term used in IPSAS to refer to the difference between an entity’s recognized assets and liabilities. 
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Presenting the Statement of Financial Position  

15. The preparation of the statement of financial position requires the preparer to make several key 

decisions regarding how the information will be presented, including: 

(a) How the assets and liabilities should be broadly classified; 

(b) Whether the statement should be structured in a way that allows for the presentation of 

specific sub-totals or indicators of financial sustainability; and 

(c) What line items should be displayed on the statement of financial position (such as 

receivables, payables, and investments)?5 

16. To assist the IPSASB in advancing the development of principles and requirements for presenting 

the statement of financial position, we are seeking CAG feedback at this meeting on the first of these 

presentation decisions—the broad classification of assets and liabilities. The classification approach 

will significantly impact other presentation decisions concerning the structure of the statement of 

financial position and the reporting of specific sub-totals to help users assess an entity’s financial 

position. 

The issue for CAG Discussion  

Classification of Assets and Liabilities   

17. Since the inception of IPSAS, the requirement that a reporting entity classify its assets and liabilities 

into broad groups when presenting the statement of financial position has been a fundamental aspect 

of financial reporting. 

18. Classifying an entity’s assets and liabilities into different groups enhances the understandability of 

the information by providing a clear and structured approach for presenting information in the 

statement of financial position. The classification of assets and liabilities helps the user focus on the 

information relevant to their specific needs. This is particularly important in the public sector, given 

the wide range of resources and obligations arising from the delivery of services to the public. 

19. The classification of assets and liabilities also supports the calculation of key measures of financial 

sustainability used for government finance statistical reporting (GFS), budgeting, and fiscal 

management purposes — for example, net debt.6 

20. The selection of an appropriate approach for classifying assets and liabilities for public sector entities 

requires consideration of: 

(a) The nature and characteristics of assets and liabilities held by the reporting entity — for 

example, whether they are financial or non-financial; 

(b) The entity’s purpose for holding the assets and liabilities — for service delivery (operational), 

 investing, financing, or preservation purposes; 

 

5  ‘Line items’ represent the groupings of transactions with common or shared characteristics. An entity is required to use its judgment 

to determine an appropriate level of aggregation/disaggregation when presenting line items in the statements or the notes of the 

financial statements. 

6  ‘Net debt’ is a common fiscal indicator used to measure the strength of a public sector entity’s balance sheet, it typically reflects the 

difference between an entity’s financial assets and financial liabilities. ‘ 
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(c) Entity-specific user needs — resource providers and service recipients will often be interested 

in understanding the entity’s liquidity and long-term solvency; and 

(d) Jurisdictional considerations — such as key indicators of an entity’s financial sustainability used 

for local PFM purposes. 

21. An informal review of central government financial statements by staff has identified that in practice, 

three approaches are commonly used for classifying assets and liabilities on the face of the statement 

of financial position:  

 (a) Current/non-current approach;  

 (b) Financial/non-financial approach; and  

 (c) Order of liquidity approach.  

22. Each of these is discussed in turn below, followed by the consideration of other possible approaches. 

Examples of the different approaches are provided in Appendix A. 

Current/Non-Current Approach 

23. The current/non-current approach is broadly considered the general approach for classifying assets 

and liabilities in IPSAS and IFRS. This approach requires current and non-current assets and current 

and non-current liabilities to be presented as separate classifications on the face of the statement of 

financial position. 

24. The current/non-current classification approach is illustrated in Table 1. 

Table 1  

Statement of Financial Position    
As at 31 December 20X2 20X2 20X1 
 CU CU 
ASSETS    
Current assets    
…   

Total current assets    
   
Non-current assets    
…   

Total non-current assets    
   

Total assets    

   
LIABILITIES   
Current liabilities   
…   

Total current liabilities   
   
Non-current liabilities   
….   

Total non-current liabilities    
   

Total liabilities   

   

Net assets    

   
NET ASSETS/EQUITY   
…   

Total net assets/equity   
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25. IPSAS provides criteria for classifying assets and liabilities as current or non-current. 

(a) Current assets are those expected to be converted into cash or used up within one year or

 the entity's operating cycle, whichever is longer. They include items like cash, accounts 

receivable, and inventory.  

(b) Non-current assets are all other assets not classified as current, such as property, plant and 

equipment, intangibles, and long-term investments. 

(c) Current liabilities are obligations due within one year or the entity’s operating cycle, whichever 

 is longer, such as accounts payable and short-term loans.  

(d) Non-current liabilities are all liabilities not classified as current, such as long-term loans and 

provisions. 

Commentary on Approach 

26. The current/non-current approach provides information to help users assess an entity’s short-term 

liquidity and long-term solvency (its ability to meet its obligations as they fall due). The classification 

aims to distinguish assets and liabilities that are continuously circulating as ‘working capital’ from 

those used to service the entity’s long-term operations.7  

27. The approach is relevant to the public sector because of its responsibility for managing its assets and 

liabilities to ensure resources are available over the short, medium, and long term to sustain the 

delivery of services to the public and respond to other unexpected events. The current/non-current 

distinction helps identify resources that can be used immediately to support service provision and 

those that are earmarked for longer-term initiatives or investments, enabling informed decision-

making regarding resource allocation and fiscal planning. 

28. In addition, the categorization of assets and liabilities based on when they are expected to be realized 

or due for settlement enables more accurate forecasting of cash flows and resource requirements, 

facilitating the development of sound budgetary plans that align with organizational objectives and 

fiscal priorities. 

29. The current/non-current approach is generally understood in practice by both preparers and users. It 

is widely used by jurisdictions applying IPSAS or IFRS-based accounting standards. 

Financial/Non-Financial Approach 

30. The financial/non-financial approach involves financial and non-financial assets, and financial and 

non-financial liabilities, being presented as separate classifications on the face of its statement of 

financial position. 

31. The financial/non-financial classification approach is illustrated in Table 2 on the next page.

 

7  The term ‘working capital’ is not used in IPSAS, but is the term used to define the difference between current assets and current 

liabilities. It is often used as a key indicator of an entity’s short-term solvency. 
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 Table 2 

 Statement of Financial Position      

 As at 31 December 20X2     

  20X2  20X1  

  CU  CU  

 ASSETS     

 Financial assets       

 …     

 Total Financial assets      

 Non-financial assets       

 …     

 Total non-financial assets      

      

 Total assets      

  

 

    

 LIABILITIES     

 Financial liabilities      

 …     

 Total financial liabilities      

      

 Non-financial liabilities      

 …     

 Total non-financial liabilities      

      

 Total liabilities      

      

 Net assets      

      

 NET ASSETS/EQUITY     

 …     

 Total net assets/equity     

      

32. The Public Sector Accounting Board (PSAB) in Canada has recently developed a new reporting 

model for the public sector. This model requires that assets and liabilities be classified in the 

statement of financial position based on a financial/non-financial distinction. 

33. PSAB provides specific criteria for classifying assets and liabilities as financial or non-financial. This 

criterion is primarily based on how the assets could be used and how the liabilities are expected to 

be settled rather than only their nature. 

(a) A financial asset is an asset that could be used to discharge existing financial liabilities or 

spend on future operations and is not for consumption in the normal course of operations,  

 such as cash and cash equivalents, accounts receivable, inventories held for sale, and other 

assets available for sale.  
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(b) A non-financial asset is an asset that does not meet the definition of a financial asset, such 

as property, plant, and equipment, inventories held for use, and assets not available for sale. 

(c) A financial liability is a liability that is expected to be settled using existing or future financial 

assets, such as loans, accounts payable, and liabilities for employee benefits. 

(d) A non-financial liability does not meet the definition of a financial liability, such as obligations 

that will be settled by the transfer of capital assets. 

Commentary on Approach  

34. The financial/non-financial approach provides similar benefits to the current/non-current approach in 

that both primarily seek to provide a measure of an entity’s solvency and liquidity.  

35. The financial/non-financial classification focuses on providing transparency over how well an entity's 

financial resources are being managed. If financial liabilities are greater than financial assets, this 

provides a clear signal to users that either revenues (e.g., taxes) will need to be increased, services 

reduced, additional borrowings drawn down, or non-financial assets sold in the future.  

36. The classification of assets and liabilities based on a financial/non-financial distinction is considered 

useful for accountability and decision-making purposes because it provides users with a clear 

understanding of: 

(a) The financial resources available to cover past and future obligations, for example immediate 

expenses associated with the ongoing delivery of services to the public (such as, for example, 

the payment of salaries for doctors, police officers, and teachers); and 

(b) The allocation of resources towards non-financial assets intended to sustain public service 

delivery over the long term. 

37. Advocates of the approach consider that given the characteristics of the public sector (which are 

focused on maintaining short and long-term financial sustainability), it is more important to classify 

assets and liabilities on the statement of financial position based on their nature (i.e., financial or non-

financial) rather than their liquidity (i.e., current or non-current). They contend that if an entity wants 

to present assets and liabilities as current or non-current, this can be done through note disclosure. 

38. Some jurisdictions choose to use the financial/non-financial approach because it helps facilitate the 

calculation of an entity’s net debt. Net debt is an important indicator of a government's fiscal health 

and sustainability. Policymakers, economists, and analysts often use it to assess an entity’s overall 

indebtedness and ability to meet its financial obligations.   

39. ‘Net debt is broadly understood to be the difference between an entity’s financial assets and liabilities. 

However, net debt is calculated differently across jurisdictions based on a government’s short—and 

long-term fiscal objectives (i.e., there is no universally accepted measure of net debt).  

40. The financial/non-financial distinction is also used in GFS to broadly classify an entity’s assets and 

liabilities. However, there are variations in how financial and non-financial items are defined for GFS 

purposes, compared with definitions used by individual jurisdictions and national standard-setters. 
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41. The financial/non-financial approach is currently used in several jurisdictions as the basis for 

classifying assets and liabilities on the face of the statement of financial position. For example, the 

central government financial statements of Australia, Canada, and France use this classification 

approach. 

Order of Liquidity Approach 

42. The third presentation approach is similar to the other classification approaches, except that it does 

not require classifying assets and liabilities into broad groups. Instead, asset and liability line items 

are listed on the face of the statement of financial position based on an order of liquidity. The line 

items are ordered based on their relative liquidity (i.e., how quickly they can be converted into cash 

or settled). 

43. Displaying assets and liabilities in this order, like the other classification approaches, helps users 

assess an entity's ability to meet its short-term financial obligations and manage cash flow effectively. 

44. An example of the order of liquidity presentation approach is provided below. 

Table 3 

 Statement of Financial Position      

 As at 31 December 20X2 
(in thousands of currency units) 

    

  20X2  20X1  

  CU  CU  

 ASSETS     

 Cash and cash equivalents     

 Receivables     

 Inventories     

 Investments     

 Property assets held for sale     

 Investment property     

 Property, plant, and equipment     

 Other assets     

 Total assets      

      

 LIABILITIES     

 Payables     

 Taxes and transfers payable     

 Employee entitlements     

 Social benefits liabilities     

 Loans and other borrowings      

 Other liabilities     

 Total liabilities      

      

 Net assets      
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Commentary on Approach  

45. Financial institutions, service industries, and insurance entities often use an order of liquidity 

approach because the assets and liabilities held are highly liquid rather than assets such as property, 

plant, and equipment with long useful lives. For these entities, listing items in order of liquidity 

provides a clearer view of how quickly assets can be converted to cash and liabilities can be settled. 

Other Classification Approaches  

46. We note there are other possible approaches for classifying assets and liabilities held by public sector 

entities into broad groups for presentation purposes. For example, two other approaches include: 

(a) Classification based on the entity’s purpose for holding the asset or liability — i.e., operational 

purposes (to deliver services directly to the public, such as hospital buildings), investing (to 

generate inflows of economic benefits, such as long-term investments), or financing (to 

manage debt, such as loans); and  

(b) Classification based on the public services the assets or liabilities contribute to —this approach 

recognizes that all assets and liabilities, regardless of their nature or purpose, are ultimately 

held to provide services to the public.  

47. In New Zealand, for example, the total assets of the Government and other large public entities are 

classified into six groups of service lines, as illustrated below. The information is used to support 

public policy decisions about the allocation of resources. 

 

 

 

 

 

 

 

 

 

 

 

 

This information is reported outside the financial statements — Source.  

48. These other classification approaches provide useful information about how an entity’s assets and 

liabilities support its objectives. However, we consider that this type of classification would be better 

suited to management commentary-type reporting, which accompanies the financial statements. 

49. It is important to maintain an appropriate level of consistency in the presentation of the statement of 

financial position, prepared in accordance with IPSAS, between different jurisdictions. An approach 
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that requires the ‘splitting’ of assets and liabilities of a similar nature could potentially weaken this 

consistency. For example, an individual building asset may be held for multiple purposes and 

contribute to multiple service delivery lines within the public sector.  

Standardization Versus Flexibility 

50. The existing requirements in IPSAS (which are aligned with IFRS) require that an entity apply the 

current/non-current classification approach when preparing the statement of financial position. Except 

when a presentation based on the order of liquidity provides information that is faithfully 

representative and more relevant. 

51. This raises the question of whether the requirements in IPSAS should be relaxed to allow for the use 

of other classification approaches due to the diverse nature of the public sector. This would give 

preparers the flexibility to select an approach based on the entity's nature, user needs, and 

jurisdictional considerations. 

52. Offering increased flexibility and options within accounting standards often raises concerns about a 

loss of comparability. However, these concerns are alleviated by the existing requirements in IPSAS 

to present specific asset and liability line items. These would remain regardless of the classification 

approach applied. The same information will be presented in the statement of financial position, with 

differences limited to how the line items are classified under different headings. 

53. In practice, we expect decisions about the classification of assets and liabilities will often be 

determined by jurisdictional and sector considerations. Providing a choice within IPSAS will enable 

the entities across part or all of the public sector in a given jurisdiction to follow a consistent 

classification approach, which may be based on the direction of a central government agency or 

relevant standard-setting authority. 

Task Force View  

General Classification Approaches  

54. The IPSASB Task Force supporting this project considered the requirements for classifying assets 

and liabilities on the face of the statement of financial position in May 2024. 

55. The Task Force concluded that the new IPSAS should allow entities to apply either one of the 

following approaches for classifying their assets and liabilities on the face of the statement of financial 

position: 

(a) Current/non-current approach; or  

(b) Financial/non-financial approach. 

56. Both approaches seek to help the reader understand the entity’s ability to meet its short-term, 

medium-term, and long-term service objectives and financial obligations. IPSAS should allow public 

sector entities currently applying either of these classification approaches to continue doing so. 

57. The Task Force noted that the financial/non-financial approach may be more effective at a central 

government level, where the focus is on long-term financial sustainability. However, for other public 

sector entities, such as agencies, a current/non-current approach may be more appropriate for 

presenting information to users. This supports the concept that both approaches equally apply to 

different types of entities within the public sector. 
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Order of Liquidity  

58. The Task Force also agreed that the order of liquidity approach should be retained in IPSAS, 

consistent with IFRS 18. The approach would be positioned as an exception to the 

current/non-current and financial/non-financial classification approaches.  

59. An entity would only be permitted to apply the approach when it is considered to provide information 

that is faithfully representative and more relevant than the current/non-current or financial/non-

financial classification approaches. The basis for this decision was to allow entities, such as central 

banks and other financial institutions in the public sector, to continue using this approach. 

Questions for CAG 

Favored classification approach  

Q1. What classification approach do you consider most appropriately meets the objectives of public sector 

financial reporting?8 

(a) Current/Non-current approach;   

(b) Financial/Non-financial approach;   

(c) Order of liquidity approach; or 

(d)  Another approach. 

 What are the reasons for your preferred approach?  

Extent of flexibility   

Q2. Should the new IPSAS to replace IPSAS 1: 

(a) Require all public sector entities to apply a single standardized classification approach; or 

 (b) Provide different classification approaches from which an entity may choose from. 

 

 

8  The IPSASB Conceptual Framework provides that the objective of public sector financial reporting is to provide information about 

the entity that is useful to users of general purpose financial reports for accountability and decision-making purposes. 
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Appendix A — Examples of Different Classification Approaches 

(a) United Kingdom Whole of Government Annual Consolidated Financial Statements – 30 June 2022 

 Example of current/non-current approach  
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(b) Consolidated Annual Financial Statement of Australian Government – 30 June 2023 

 Example of financial/non-financial approach 
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(c) Consolidated Annual Financial Statements of the Government of New Zealand  

 Example of an order of liquidity approach  
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IPSASB Due Process Checklist (condensed to include portions relevant to the CAG) 

Project: Presentation of Financial Statements 

# Due Process Requirement Yes/No Comments 

A. Project Brief 

A1. A proposal for the project (project brief) has 

been prepared, that highlights key issues 

the project seeks to address.  

Yes The IPSASB considered the draft project brief in 

June and September 2023. 

A2. The IPSASB has approved the project in a 

public meeting. 
Yes 

The Project Brief was approved by the IPSASB 

in September 2023. 

A3. The IPSASB CAG has been consulted on 

the project brief. 
Yes At the June 2023 meeting, the CAG provided 

feedback on key aspects of the project to inform 

the development of the project brief. 

B. Development of Proposed International Standard 

B1. The IPSASB has considered whether to 

issue a consultation paper or undertake 

other outreach activities to solicit views on 

matters under consideration from 

constituents. 

Yes The IPSASB has agreed to issue a consultation 

paper (CP) together with an illustrative exposure 

draft (ED) during the first phase of public 

consultation.  

Upon issuing the CP together with the 

illustrative ED, the IPSASB will consider the 

nature of other outreach activities to support this 

consultation.    

B2. If comments have been received through a 

consultation paper or other public forum, 

they have been considered in the same 

manner as comments received on an 

exposure draft. 

TBD [Pending] 

B3. The IPSASB CAG has been consulted on 

significant issues during the development of 

the exposure draft. 

TBD 

  

It is expected the CAG will be consulted on 

significant issues throughout the development of 

the CP.  

D. Consideration of Respondents’ Comments on an Exposure Draft 

D4. The IPSASB CAG has been consulted on 

significant issues raised by respondents to 

the exposure draft and the IPSASB’s related 

responses. 

TBD [Pending] 
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# Due Process Requirement Yes/No Comments 

D5. Significant comments from consultation with 

the IPSASB CAG are brought to the 

IPSASB’s attention. Staff have reported 

back to the IPSASB CAG the results of the 

IPSASB’s deliberations on those comments 

received from the CAG. 

TBD [Pending] 

D6. The IPSASB has assessed whether there 

has been substantial change to the exposed 

document such that re-exposure is 

necessary. 

TBD [Pending] 

D7. If applicable, the IPSASB has voted on a 

resolution in favor of re-exposure. 
TBD [Pending] 

D8. The basis of the IPSASB’s decision with 

respect to re-exposure has been minuted. 
TBD [Pending] 

D9. If the exposure draft has been re-exposed, 

the explanatory memorandum 

accompanying the re-exposure draft 

explained the reasoning for re-exposure and 

the changes made as a result of the earlier 

exposure. 

TBD [Pending] 

E. Approval 

E1. The Program and Technical Director has 

confirmed to the IPSASB that due process 

has been followed effectively the final 

standard is approved for issuance. 

TBD [Pending] 

E2. The IPSASB has approved the final revised 

content of the exposed standard in 

accordance with its Terms of Reference. 

TBD [Pending] 

E3. If applicable, the IPSASB has set an 

effective date for application of the final 

standard. 

TBD [Pending] 

E4. The IPSASB’s basis for conclusions has 

been prepared and included in the final 

standard. 

TBD [Pending] 

Completed by: IPSASB Staff as of June 2024. 
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