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This Executive Summary provides 
an overview of Exposure Draft 149 

of the proposed Conceptual 
Framework for General Purpose 

Financial Reporting 

Overview of the 
project 

The Accounting Standards Board (the Board) issued the Exposure Draft of the 

proposed Conceptual Framework for General Purpose Financial Reporting (“the 

Conceptual Framework”) (ED 149) in July 2016. This Exposure Draft is based on the 

International Public Sector Accounting Standards Board’s Conceptual Framework for 

General Purpose Financial Reporting by Public Sector Entities issued in October 2014.  

Project objectives 
 
 
 
 
 
 

The Conceptual Framework sets out principles on which Standards of GRAP will be 

based when dealing with specific topics. Its primary purpose is to provide a coherent 

frame of reference to be used in the development of generally recognised accounting 

practice for the public sector, and to assist preparers and auditors in the consistent 

development of accounting policies and reporting practices when an issue is not 

covered by a particular Standard. 

Supporting material 
Presentation slides accompanying the ED can be accessed on the ASB’s website.  

 

Next steps 
 
 
 

The proposals in this ED will be modified in the final document in the light of comment 

received. 

Comment deadline 
ED 149 is open for public comment until the 17

th 
February 2017. 
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Background to this project 
 

The Proposed Conceptual 
Framework aims to enhance 

financial reporting by a 
providing more 

comprehensive, complete, 
clear and updated set of 

principles underpinning the 
Standards of GRAP. 

The Board issued its first Framework for Preparation and Presentation of Financial Statements (the Framework) in 2004. 

The Framework was primarily drawn from the International Accounting Standards Board’s (IASB) Conceptual Framework 

for Financial Reporting which was issued in 1989. As a result of the rapid changes in economic development and 

maturity in public sector financial management in recent decades, conceptual frameworks and standards continue to be 

updated. 

The IASB is in the process of finalising its revisions to its framework, while the International Public Sector Accounting 

Standards Board (IPSASB) developed and issued its first Conceptual Framework for General Purpose Financial 

Reporting by Public Sector Entities in October 2014. 

As a consequence of the issue of the IPSASB’s Conceptual Framework, and since the Board’s existing Framework was 

based on the IASB’s old framework which is currently being revised, the Board decided to undertake a research project 

to determine the suitability of the IPSASB’s Conceptual Framework for the local environment. 

The initial output of that project resulted in the publication of the Research Paper on The Impact of the IPSASB’s 

Conceptual Framework which discusses differences between the two frameworks, and implications of those differences 

in the local environment. Based on the research, the Board agreed to adopt the IPSASB’s Conceptual Framework in its 

entirety, modifying it to be relevant to the local environment and also enhancing it by including some aspects of the 

existing Framework. The Board has now developed ED149 on the proposed Conceptual Framework, which is an 

adaptation of the IPSASB’s Conceptual Framework. 

The proposed Conceptual Framework is aligned to global principles and concepts, and is reflective of the developments 

that have taken place in theory and practice over the years. The proposed Conceptual Framework is expected to 

enhance financial reporting by providing a more comprehensive, complete, clear and updated set of principles 

underpinning the Standards of GRAP. 
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Overview of the Proposed Conceptual Framework 
 

The proposed Conceptual 
Framework has eight 

chapters. 

The proposed Conceptual Framework has eight chapters.  

Chapters 1 to 4, and chapter 8, deal with concepts that are applicable to matters that may be encompassed within the 

scope of general purpose financial reports (GPFRs) and therefore deal with more comprehensive areas of financial 

reporting outside the financial statements.  

Chapters 5 to 7 deal with concepts applicable only to the general purpose financial statements (GPFSs), and do not 

apply to the more comprehensive areas of financial reporting outside the financial statements. 

 Preface 

 Chapter 1 – Role and authority of the Conceptual Framework 

 Chapter 2 – Objectives and users of General Purpose Financial Reporting 

 Chapter 3 – Qualitative characteristics 

 Chapter 4 – Reporting entity 

 Chapter 5 – Elements in the financial statements 

 Chapter 6 – Recognition in the financial statements 

 Chapter 7 – Measurement of assets and liabilities in financial statements 

 Chapter 8 – Presentation in General Purpose Financial Reports 
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The Preface 
 

The proposed Conceptual 
Framework establishes the 
concepts to be applied in 
developing Standards of 
GRAP applicable to the 

preparation and 
presentation of general 

purpose financial 
statements (GPFSs) of 

public sector entities; and 
for the preparation of 

general purpose financial 
reports (GPFRs) which are 

reported outside the 
financial statements. 

 

The proposed Conceptual Framework establishes the concepts to be applied in developing Standards of GRAP 

applicable to the preparation and presentation of general purpose financial statements (GPFSs) of public sector entities; 

and for the preparation of general purpose financial reports (GPFRs) which are reported outside the financial statements. 

The Preface highlights characteristics of the public sector that were considered in developing the Conceptual Framework. 

These characteristics are: 

• volume and financial significance of non-exchange transactions; 
• importance of the approved budget; 
• nature of public sector programmes and the longevity of the public sector; 
• nature and purpose of assets and liabilities in the public sector; and 
• regulatory role of public sector entities. 

Comparison with the existing Framework 

The existing Framework does not include a preface or a discussion about the characteristics of the public sector 
environment. The proposed Conceptual Framework deals with a broader scope of financial reporting i.e. GPFRs, while 
the existing Framework addresses matters reported in the GPFSs. The Preface outlines a brief discussion of GPFRs, 
while a more detailed discussion explaining GPFRs, and the type of information that is included in GPFRs, is found in 
Chapters 1 and 2 respectively.  

GPFRs reflect a scope of financial reporting that is broader than that encompassed by the financial statements, as 
GPFRs include information that enhances, complements, and supplements the financial statements. GPFRs provide 
information on:  

• financial position, financial performance and cash flows; 
• budget information and compliance with legislation or other authority governing the raising and use of resources;  
• service delivery activities and achievements; 
• prospective financial and non-financial information and sustainability reporting; and 
• explanatory information. 
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The Preface (continued) 
 

The broader scope does not 
imply that the Board will be 

issuing reporting 
requirements for financial 

reports outside the financial 
statements. 

Diagram 1 illustrates the interaction 

between GPFRSs and GPFSs. 

The Board considered whether the 

broader scope of the proposed 

Conceptual Framework is appropriate 

for the local environment, and observed 

that while entities have been reporting 

information outside the financial 

statements, there is no set of principles 

established to guide the preparation and 

presentation of this information in the 

annual reports. 

The Board believes that a broader 

scope will provide a framework that 

guides the preparation and presentation 

of informational to achieve the 

objectives of financial reporting. 

 
The Board concluded that there is a need for a broader scope in the proposed Conceptual Framework. The reporting 
requirements for the broader scope financial reports are generally established by other institutions, and therefore the 
Conceptual Framework’s broader scope does not imply that the Board will be issuing those reporting requirements. 
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Chapter 1 – Role and authority of the Conceptual Framework 
 

The proposed Conceptual 
Framework does not 

establish authoritative 
requirements for financial 
reporting by public sector 

entities that adopt 
Standards of GRAP, nor 

does it override the 
requirements of any 

specific Standard of GRAP. 

Chapter 1 identifies concepts that the Board will apply in developing Standards of GRAP. It further outlines the role of the 
proposed Conceptual Framework in relation to preparers and users of GPFSs as well auditors.  

The proposed Conceptual Framework does not establish authoritative requirements for financial reporting by public 
sector entities that adopt Standards of GRAP, nor does it override the requirements of any specific Standard of GRAP.  

As noted in the previous section, the proposed Conceptual Framework reflects a scope of financial reporting that is more 
comprehensive than that encompassed by financial statements, as it applies to the preparation and presentation of 
GPFRs of public sector entities that adopt the accrual basis of accounting. Although GPFRs encompass financial 
statements they also provide financial and non-financial information that enhances, complements and supplements the 
financial statements.  

Comparison with the existing Framework 

The existing Framework covers matters similar to Chapter 1 of the proposed Conceptual Framework.  

The purpose and status of the Framework is similar to that of the proposed Conceptual Framework, except that the 
Framework sets out concepts that underlie the preparation and presentation of GPFSs. 
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Chapter 2 – Objectives and users of General Purpose Financial Reporting  
 

The proposed Conceptual 
Framework establishes the 
concepts to be applied in 
developing Standards of 
GRAP applicable to the 

preparation and 
presentation of general 

purpose financial 
statements (GPFSs) of 

public sector entities; and 
for the preparation of 

general purpose financial 
reports (GPFRs) which are 

reported outside the 
financial statements. 

 

Chapter 2 identifies the objectives of financial reporting and the primary users of GPFRs. In addition, it outlines the 
consequences of the primary users’ likely information needs for what may be encompassed within the scope of financial 
reporting. 

The objectives of financial reporting by public sector entities are to provide information about the entity that is useful to 
users of GPFRs for accountability purposes and for decision-making purposes.  

The “primary users” of GPFRs are identified as service recipients and their representatives, and resource providers and 
their representatives (hereafter referred to as “service recipients and resource providers”. It also explains that “other 
users” include government statisticians, analysts, the media, financial advisors, public interest and lobby groups. In 
addition, it provides a discussion on the information that service recipients and resource providers will need for 
accountability and decision-making purposes. 

Comparison with the existing Framework 

The objective of financial reporting in the two frameworks differs. The existing Framework is concerned with providing 
users with information that will be useful for accountability and assessing stewardship, while the proposed Conceptual 
Framework has identified the need to provide information for accountability and decision-making purposes. However, the 
Board observed that accountability is a broader concept that encompasses stewardship.  

The proposed Conceptual Framework makes a distinction between the primary users (i.e. service recipients and 
resource providers) and the other users. The Framework identifies the primary users of financial statements as 
“parliament, legislatures and other governing bodies, the public who receive the services and pay taxes and levies, 
present and potential funders and financial supporters, suppliers and creditors, rating agencies, and other governments, 
international agencies, resource providers, economists, financial analysts and employees”. The primary users in the 
Framework encompass the proposed Conceptual Framework’s other users. Based on the IPSASB’s grouping, it does 
mean the Board will be able to develop requirements for a more discrete group of users i.e. service recipients and 
resource providers.   
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Chapter 3 – Qualitative characteristics 
 

The qualitative 
characteristics of 

information are the 
attributes that make 

information useful to users 
and support the 

achievement of objectives 
of financial reporting. 

The qualitative characteristics (QCs) of information included in the GPFRs are the attributes that make information useful 
to users and support the achievement of objectives of financial reporting. The QCs of GPFRs are: 

• relevance; 
• faithful representation;  
• understandability; 
• timeliness;  
• comparability;  and  
• verifiability.  

The pervasive constraints on information included in GPFRs are cost-benefit; and achieving an appropriate balance 
between the QCs.  

The QCs apply to all matters that may be presented in GPFRs, particularly those matters that may be presented in 
reports outside the financial statements.  

Comparison with the existing Framework 

In the Framework, the four principal QC’s that are discussed are understandability, relevance, reliability and 
comparability. While there are some differences between the QCs in the existing Framework and the proposed 
Conceptual Framework, the proposed QCs as well as the pervasive constraints would result in alignment with QCs used 
by other standard-setters.  

In the IPSASB’s Conceptual Framework, the IPSASB considered materiality to be pervasive constraint. The IPSASB 
explained that materiality has a more pervasive role than would be reflected if it is classified as an entity-specific aspect 
of relevance. The Board considered how it could apply materiality considerations to the other QCs if it is to be assessed 
as a pervasive constraint, and concluded that it would treat materiality as an aspect of relevance and modified Chapter 3 
in that regard.   
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Chapter 4 – Reporting entity 
 

Characteristics of a 
reporting entity would 

assist the Board in 
providing guidance to those 

entities where legislation 
does not guide the 

preparation of their financial 
statements. 

The characteristics of a reporting entity are identified in Chapter 4, which also acknowledges the existence of group 
reporting entities. The concept of the reporting entity is applied to identify when an entity should prepare GPFRs. It does 
not specify which public sector entities should be identified as reporting entities or group reporting entities.  

The key characteristics of a public sector entity are that:  

• it is an entity that raises resources from, or on behalf of, constituents and/or uses resources to undertake activities for 
the benefit of, or on behalf of, those constituents; and  

•  there are service recipients or resource providers dependent on GPFRs of the entity for information for accountability 
or decision-making purposes.  

Comparison with the existing Framework 

The discussion of reporting entities is not explicitly covered in the existing Framework. The Framework uses the term 
“entity” and “reporting entity” interchangeably, and does not provide guidance on what these terms mean. It does 
however provide a definition of “economic entity” as a group of entities comprises the controlling entity and any controlled 
entities, for purposes of financial reporting. The Board considered this Chapter to be useful as the characteristics would 
assist the Board in providing guidance to those entities where legislation does not guide the preparation of their financial 
statements.  

Since the IPSASB’s Conceptual Framework does not provide guidance on the circumstances when an entity is required 
to prepare and present consolidated financial statements, the Board modified Chapter 4 to discuss the impact of control 
and also clarify difference between the group reporting entity and economic entity. 
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Chapter 5 – Elements in financial statements 
 

Chapter 5 defines the 
elements used in the 
financial statements. 

Chapter 5 of the Conceptual Framework defines the elements used in the financial statements and provides further 
explanation about those definitions.  

The Board has defined six elements, as follows: 

• Asset: A resource presently controlled by the entity as a result of a past event. 
• Liability: A present obligation of the entity for an outflow of resources that results from a past event. 
• Revenue: Increases in the net financial position of the entity, other than increases arising from ownership 

contributions. 
• Expense: Decreases in the net financial position of the entity, other than decreases arising from ownership 

distributions. 
• Ownership contribution: Inflows of resources to an entity, contributed by external parties in their capacity as owners, 

which establish or increase an interest in the net financial position of the entity. 
• Ownership distribution: Outflows of resources from the entity, distributed to external parties in their capacity as 

owners, which return or reduce an interest in the net financial position of the entity. 

Comparison with the existing Framework 

Similar to the Framework, the proposed Conceptual Framework identifies the elements for the financial statements.  The 
definitions of the elements in the existing Framework are not significantly different to the definitions in the proposed 
Conceptual Framework.  

Assets 

In the proposed Conceptual Framework, the reference to “future economic benefits or service potential expected to flow 
to the entity” has been removed, as it was concluded that a resource exists because of the benefits embodied in it rather 
than the flow of those benefits to an entity. The definition also clarifies that a resource must be presently controlled by the 
entity. The chapter provides more comprehensive guidance than that which is provided by the Framework, including clear 
indicators of control. It also discusses that assets may arise through the exercising of sovereign powers, and provides 
guidance on when that power will translate into an asset. 
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Liability 

The proposed Conceptual Framework makes a distinction between legal obligations and non-legally binding obligations 
to cater for those obligations that are not enforceable in law. It also provides guidance on how economic coercion and 
political necessity may lead to a liability being recognised as a result of non-legally binding obligations. 

Net assets 

The Framework defines net assets as the residual interest of the owners in the assets of the entity after deducting all its 
liabilities. The proposed Conceptual Framework does not define net assets (i.e. residual interest) as an element, but it 
provides a description of “net financial position” which is the difference between assets and liabilities recognised in the 
statement of financial position. 

Revenue and expenses 

The proposed definition of revenue and expenses reflect the changes made to the elements in the statement of financial 
position, and refer to the movements in the net financial position rather than the flow of economic benefits or service 
potential. Unlike the definition of revenue in the existing Framework, the proposed definition makes no reference to 
whether the increase in net financial position is “gross” or “net”. The consideration of “gross” or “net” presentation will be 
made at a Standards-level. 

Surplus or deficit for the period 

Unlike the existing Framework, surplus or deficit for the period is not defined as an element in the proposed Conceptual 
Framework. An entity’s surplus or deficit for the period is defined as the difference between revenue and expenses 
presented in the statement of financial performance. 
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Chapter 6 – Recognition in financial statements 
 

This Chapter identifies the 
criteria that must be 

satisfied in order for an 
element to be recognised in 

the financial statements. 

The recognition of elements in the financial statements is addressed in Chapter 6 of the proposed Conceptual 
Framework. It identifies the criteria that must be satisfied in order for an element to be recognised in the financial 
statements. Recognition is the process of incorporating and including in amounts displayed on the face of the appropriate 
financial statement, an item that meets the definition of an element that can be measured in a way that achieves the 
qualitative characteristics, and takes account of the constraints on information included in GPFRs. 

The recognition criteria are: 

• an item satisfies the definition of an element; and 
• can be measured in a way that achieves the QC’s and takes account of constraints on information included in 

GPFRs. 

This chapter introduces the unit of account, which refers to the group of assets and/or liabilities to which the recognition 
and measurement requirements will be applied. Chapter 6 also explains that the derecognition process considers the 
same criteria used for initial recognition. 

Comparison with the existing Framework 

In accordance with the existing Framework, an item that meets the definition of an element should be recognised if: 

• it is probable that any future economic benefit or service potential associated with the item will flow to or from the 

entity; and 

• the item has a cost or value that can be measured reliably. 

In the proposed Conceptual Framework, the probability of an inflow of economic benefits or service potential is not 

required for an item to be recognised. Any uncertainty related to the amount of economic benefits or service potential to 

be received by the entity will be included in the measurement of the element. The result is that there is likely to be more 

transactions and events being recognised in the financial statements because the probability of the flow in economic 

benefits or service potential is no longer a consideration for recognition. 
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Chapter 7 – Measurement of assets and liabilities in financial statements 
 

Chapter 7 contains a 
measurement objective 

which is to “select those 
measurement bases that 

most fairly reflect the cost 
of services, operational 
capacity and financial 

capacity of the entity in a 
manner that is useful in 

holding the entity to 
account, and for decision-

making purposes”. 

Chapter 7 of the proposed Conceptual Framework identifies the measurement concepts that guide the Board in the 
selection of measurement bases for Standards of GRAP; and preparers in selecting measurement bases for assets and 
liabilities where there are no specific requirements at a Standards level. It also introduces a measurement objective 
which is “to select those measurement bases that most fairly reflect the cost of services, operational capacity and 
financial capacity of the entity in a manner that is useful in holding the entity to account, and for decision-making 
purposes”.  

The selection of measurement basis for assets and liabilities is based on whether it will provide information that enables 
users to assess the cost of services, operational capacity and financial capacity. The chapter identifies the characteristics 
of measurement bases, and classifies measurement bases in terms of whether they are entry or exit values, observable 
or unobservable in an open, active and orderly market, and entity-specific or non-entity specific. 

The following measurement bases are identified for assets and liabilities: 

Asset 

• Historical cost  
• Current value measurements  

- market value 
- replacement cost 
- net selling price 
- value in  use  

Liabilities 

• Historical cost  
• Current value measurements 

- cost of fulfilment 
- market value 
- cost of release 
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- assumption price 

Comparison with the existing Framework 

The existing Framework includes a brief discussion of the following measurement bases: 

• historical cost; 
• current replacement cost; 
• realisable (settlement) value; 
• present value; 
• market value; and 
• fair value. 

As the IPSASB has not proposed any immediate changes to the measurement requirements in IPSASs as a 
consequence of developing Chapter 7 of its Conceptual Framework, the Board is also not considering any changes to its 
Standards of GRAP at this stage but will continue to monitor the IPSASB’s plans to consider the implications of the 
measurement discussion as part of the project on Public Sector Measurement. 
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Chapter 8 – Presentation in General Purpose Financial Reports  
 

Presentation is the 
overarching term for the 
selection, location and 

organisation of information, 
while display and 

disclosure as the more 
detailed terms describing 
the location of information 

within the GPFRs. 

Chapter 8 discusses display and disclosure of information within financial statements and other GPFRs. It uses 
presentation as the overarching term for the selection, location and organisation of information, and display and 
disclosure as the more detailed terms describing the location of information within the GPFRs. Information selected for 
display communicates key messages in GPFRs, while information selected for disclosure makes displayed information 
more useful by providing detail that will help users to understand the displayed information. 

In relation to financial statements: 

(a) display refers to the communication of key messages on the face of the financial statements; and 

(b) disclosure refers to the provision of detail in the notes to help users to understand the displayed information. 

In relation to other GPFRs: 

Displayed information may either be located separately from disclosed information or located in the same area, but 
distinguished from disclosed information and given prominence through the use of another presentation technique.  

Comparison with the existing Framework 

The existing Framework does not deal with presentation.  

 

 


