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Dear Chairman 

REVIEW OF THE CURRENT GOVERNANCE ARRANGEMENTS OF THE IPSASB 

Background 

We welcome the opportunity to provide input into the review of the governance arrangements 

of the IPSASB. As the Public Interest Committee (PIC) has been operational for a number of 

years, we are of the view that the review is both timely and needed in order to ensure that the 

work of the PIC remains relevant.  

We continue to support oversight of the IPSASB’s standard-setting activities as this has added 

legitimacy to the IPSASB’s standard-setting activities and improved their adoption across 

jurisdictions. However, given the evolution of the IPSASB’s work and the increased adoption 

of IPSAS globally, we believe that enhancements are required to the oversight activities.  

Given the limited period of time given to respond to the questionnaire, this communication has 

been developed by the Secretariat of the Accounting Standards Board (ASB) and not the 

Board. Given the qualitative comments raised for each of these questions, we found the rating 

difficult to apply for questions 2, 3, 4 and 6.  

Responses to the questionnaire and other comments are included in the Annexure to this 

letter.  

Should you have any queries, please free to contact me at jeaninep@asb.co.za.  

Yours sincerely 

 

Jeanine Poggiolini, Technical Director  

 

http://www.asb.co.za/
mailto:PublicInterestCommittee@oecd.org
mailto:jeaninep@asb.co.za
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ANNEXURE 

QUESTION 1 – HOW FAMILIAR ARE YOU WITH THE PIC, ITS ACTIVITIES AND 

MANDATE 

Background 

The ASB is an independent standard-setting board established in legislation which 

commenced with its standard-setting programme in 2003.  

The ASB’s mandate is to develop accrual-based Standards of GRAP for the South African 

public sector. At present, all public entities/agencies, municipalities, Parliament and 

legislatures, public colleges and some government business enterprises apply accrual 

accounting. National and provincial departments or governmental units apply modified cash, 

with the intention to adopt accrual accounting in future.  

The Standards of GRAP issued by the ASB are based on IPSAS. Historically, the ASB’s policy 

has been to adopt IPSAS and to make changes to respond to legislation in the South African 

environment, eliminate accounting options, and to consider disclosure that responds to users’ 

needs locally. The capacity of entities to adopt Standards is considered in developing the 

transitional arrangements for the initial adoption of the Standards.  

The ASB adopted a revised policy on convergence of IPSAS in 2017. The revised policy 

indicates that the ASB will assess the appropriateness of adopting an IPSAS in the local 

environment, and whether this is (a) consistent with the ASB’s mandate which is to promote 

transparent reporting in revenue, expenses, assets and liabilities, and (b) contributes to the 

ASB’s strategy. There are two reasons for the change in policy:  

• The ASB has issued Standards for topics for which no equivalent exists in IPSAS. In these 

instances, an automatic adoption and replacement of a local Standard with an IPSAS may 

be inappropriate. This may be because the local Standard better addresses local issues, 

and/or if the Standard was only recently adopted locally and the timing of the change may 

be inappropriate.  

• The current accounting practices locally are more onerous than IPSAS. An example is 

the accounting for social benefits by government agencies which is more advanced than 

the accounting principles in IPSAS 42. 

Response 

As the ASB is a key user of IPSAS based on its use of IPSAS in developing Standards of 

GRAP, the Secretariat is familiar with the PIC, its mandate and activities.  
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QUESTION 2 – DO YOU BELIEVE THE ACTIVITIES AND RECOMMENDATIONS OF THE 

PIC IN THE FOLLOWING AREAS ARE CONSISTENT WITH ITS MANDATE:  

Part A - Development of the IPSASB strategy and work plan 

Development of strategy and work plan 

The PIC provides oversight of the process followed by the IPSASB to develop its strategy and 

work programme. Views are also provided on financial reporting issues identified by the PIC 

that may need to be considered by the IPSASB. We support these activities of the PIC. We 

also acknowledge the role of the Consultative Advisory Group (CAG) in advising the IPSASB 

and PIC of current and emerging accounting or reporting issues.  

While funding of the IPSASB’s activities is not a direct responsibility of the PIC, there needs 

to be independent oversight over the funding of the IPSASB. As funding could affect the quality 

of the IPSASB’s standard-setting activities, this is an area where the PIC could consider 

expanding its mandate. The oversight regarding funding could include:  

• The sources of funding used and/or available and how this affects the sustainability of 

the IPSASB.  

• Whether the sources of funding used and/or available affects the independence of the 

IPSASB’s strategy development and standard-setting activities.  

• Whether sufficient resources are available to meet the strategy and work programme of 

the IPSASB. This should include whether the resources available reflect the complexity 

of the projects on the work programme as well as the time needed to perform other 

activities that are undertaken in the public interest (e.g. stakeholder outreach).  

Monitoring of execution of strategy and work plan 

We note that the terms of reference of the PIC refer to “review the IPSASB’s reports on 

procedures and processes for formulating its strategy and work plan…”. We are aware that 

the PIC also monitors execution of the strategy and work plan. It may be appropriate to 

consider revising the wording in the terms of reference if the wording does not fully reflect the 

PIC’s activities.  

In observing past IPSASB meetings, it has been noted that certain projects need to be 

progressed more expeditiously as the ‘speed-to-market’ of pronouncements has been raised 

as an area of concern by the PIC. At times, we believe the speeding up of the process may 

have resulted in issues not being fully deliberated and/or resolved either before issuing an 

Exposure Draft for comment, and/or the new or revised IPSAS being approved for issue. 

Particularly for Exposure Drafts, if key matters of principle have not been fully resolved and 

conclusions reached sufficiently explained to constituents, this results in a large volume of 

diverse comments which makes the IPSASB’s deliberations more complex. It also adds to the 

work of those commenting on the Exposure Drafts as it is often difficult to understand the 

issues in order to comment in a meaningful way.  

While we fully support a balance between quality and timeliness, it might be useful for the PIC 

to identify a benchmark for the time to achieve certain milestones. This could be based on 

evidence from other international and national standard-setters. While we appreciate that each 

project has its own complexities, the benchmarks could be modified by the IPSASB – along 

with supporting rationale for doing so - in its project briefs/project plans/work plan.  
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Part B - The appointment process of members of the IPSASB by IFAC 

General 

We have not identified any issues with the process to appoint members, including that this is 

done through the IFAC nominations committee. We do however have suggestions about the 

competencies IPSASB members should demonstrate, which could be assessed when 

identifying and selecting potential candidates.  

Criteria for membership of the IPSASB 

The IFAC nominations process aims to identify the best candidate for the position, based on 

criteria, which include gender and geographical location. The IPSASB’s deliberations are 

complex because members need to consider technical accounting issues, how/whether the 

technical proposals can be implemented, and the effect of the IPSAS on users of the financial 

statements. Members are also often asked to contribute or make decisions even if their 

jurisdiction does not apply IPSAS. As a result, there is a high onus on members to be objective 

in their decision-making and to always act in the public interest.  

We believe the PIC should identify specific criteria that could form part of the IFAC nominations 

process – and specifically included in the IFAC call for nominations as competencies for 

potential candidates. These competencies, other than broad leadership and other organisation 

competencies, could focus on:  

• Technical competency, knowledge of financial accounting and reporting.  

• Awareness of the governmental financial reporting environment.  

• The ability to consider a variety of views and weighing evidence impartially to reach well-

reasoned decisions.  

• Acting objectively in taking decisions.  

• Ability to analyse issues and assess the impact on decisions.  

• Proficiency in English. While this is often included in IFAC’s call for nominations, the 

ability to participate in English is challenging for some members. This needs to be better 

emphasised and assessed in the nominations process.  

We believe that the same criteria should be applied when accepting new members or 

considering existing members for reappointment.  

Membership should represent the IPSASB’s constituencies 

We believe that IPSASB Board composition should focus on a balance of members that 

represent the users of the financial statements, preparers, auditors, standard-setters and 

those that represent the public interest.  

We consider that it may not be ideal for organisations that are members of the PIC to also 

have membership on the IPSASB as this may be seen as a conflict of interest.  

There is a greater geographic representation of countries in the Northern Hemisphere on the 

IPSASB. Given the increased adoption of IPSAS globally, we believe it may be useful to 

assess whether there should be an allocation of board membership positions to geographical 

locations, for example: North America X seats, Europe X seats, Australasia X seats, etc.  
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Part C - Due process for IPSASB standard-setting 

Due process for the IPSASB 

One of the activities of the PIC outlined in the Terms of Reference is to “review the IPSASB’s 

reports on procedures and processes for formulating its strategy and work plan and developing 

individual accounting standards to ensure that the views of all relevant stakeholders are 

sought and given due consideration, and advise IPSASB members on any proposed 

changes”. [own emphasis added] 

The terms of reference refer to a review of “reports on procedures and processes…”. We have 

the following comments on this activity:  

(a) To ensure that the IPSASB’s standard-setting processes result in high-quality, globally 

accepted accounting standards, we believe the PIC should play a greater role in 

reviewing the actual due process set by the IPSASB and not just reports on compliance 

with due process. The due process of the IPSASB was last reviewed in June 2016. The 

nature of the IPSASB’s projects and the decisions it is being required to take on those 

projects may require a review of the due process. It may be appropriate to schedule a 

review of the IPSASB’s policies and processes at periodic intervals.  

(b) In terms of the IPSASB’s due process and working procedures, a summary report on 

the application of due process is submitted by the Technical Director and Chairman to 

the PIC, along with the new or revised IPSAS, before their release. From observation of 

the IPSASB meetings, the Technical Director also makes an assertion of the compliance 

with due process before members are asked to vote on a new or revised IPSAS. While 

it is unclear what the content is of the report provided to the PIC, the discussion at the 

IPSASB Board is not accompanied by a specific report outlining how due process was 

followed, and specifically how key issues raised during the development of the project 

and those raised by constituents have been addressed. For this process to be more 

transparent, it may be helpful for:  

(i) A detailed report on compliance with due process to be presented to the IPSASB 

when they are being asked to vote on an amendment to, or a new, IPSAS.  

(ii) A report outlining compliance with the due process presented to the PIC to be 

published with the minutes where these issues are considered. Given the 

complexity of the IPSASB’s work and the differing views being expressed by 

stakeholders, there is a need for increased transparency in this area. 

In both these instances, we believe that key aspects of this report will be (a) how key 

issues raised during the development of the project, or as part of the public consultation 

process, have been addressed (b) the extent of stakeholder engagement and whether 

a diversity of views have been expressed, (c) the time allowed for public consultation, 

and (d) the role and composition of Task Forces on the project.  

(c) From the terms of reference of the PIC or the IPSASB’s Due Process and Working 

Procedures of the IPSASB, it is unclear what actions would be taken if the PIC did not 

believe that the due process of the IPSASB has been followed. For example, would the 

new or revised IPSAS be referred to the IPSASB for further deliberation, or would the 

PIC ask the IPSASB to amend its processes going forward, or some other action. The 

action as a result of a failure to follow due process should be clear.  
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(d) In order to fully appreciate the IPSASB’s work and the complexity of the debates, as well 

as to be able to understand whether due process is being followed, it may be useful (as 

with other oversight structures), that a member of the PIC is tasked with observing the 

IPSASB meetings. Given that some of the IPSASB’s projects are more routine and less 

complex, the observation could focus on high priority projects that have a high public 

interest.  

 

 

 

 



 

7 

QUESTION 3 – DO YOU BELIEVE THE MANDATE OF THE PIC IS APPROPRIATE?  

Overarching comments 

The role of the PIC, as outlined in its terms of reference, is to promote the public interest in 

standard-setting.  

To fulfil an oversight function over a standard-setter, there are key functions that we believe 

need to be undertaken by the relevant oversight structure. We believe the broad functions 

would be as follows:  

• The oversight board should act in the public interest.  

• The oversight board should assess whether the standard-setter has (a) set standards, 

and undertakes other activities, that are in the public interest, and (b) that the standards 

are high-quality, global standards that promote accountability.  

• The oversight board should ensure that the members of the standard-setter and the 

standard-setting board are independent, in part by considering whether there is a 

transparent and stable funding mechanism for the standard-setter’s activities.  

In order to respond to the high-level activities outlined above, there are additional activities 

over which we believe the PIC should exercise oversight. These include:  

• Our responses to Question 2 above provide feedback on the due process, the selection 

of members and the composition of the IPSASB, and the review of funding mechanisms.  

• There should be a clear definition or criteria of what ‘public interest’ means in the context 

of the IPSASB’s work. This definition or criteria should be clearly communicated to the 

IPSASB and CAG.  

• In considering whether the IPSAS add value to users of the financial statements by being 

able to hold entities accountable and make decisions, the PIC should consider whether 

an “impacts” analysis should accompany new IPSAS. These impacts analyses would 

assess how an IPSAS contributes to these objectives.  

• Monitoring the outreach of the IPSASB to ensure that users of the financial statements 

were sufficiently consulted in developing the IPSAS. Consideration should also be given 

to the extent of the outreach and whether this is sufficient to conclude that the standards 

being developed are globally recognised.  
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QUESTION 4 – DO YOU BELIEVE THE PRESENT COMPOSITION OF THE PIC IS 

CREDIBLE IN PROVIDING EFFECTIVE OVERSIGHT FOR THE IPSASB? 

The current members of the PIC are the OECD, IMF, INTOSAI and World Bank.  

We appreciate the work of these institutions thus far in supporting the governance activities of 

the IPSASB.  

We have noted in recommendation #6 of the establishment of the PIC, that the initial 

membership of the Committee should include individuals with expertise in public sector 

financial reporting, and professional engagement in organisations that have an interest in 

promoting high-quality and internationally comparable financial information. As the work of the 

IPSASB has evolved, we believe that there is a greater need for direct users of the financial 

statements to be represented on the PIC. Having users of the financial statements on the PIC 

will provide insights into the relevance of the strategy and work plan, whether public interest 

issues have been addressed, and how effective the financial statements are in holding entities 

accountable and making decisions.  

Examples of potential users that may be able to meaningfully contribute to the PIC’s work 

include regulators of publicly issued government debt and ratings agencies.  
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QUESTION 5 – DO YOU BELIEVE IT IS IMPORTANT TO HAVE INDEPENDENT 

OVERSIGHT FOR THE IPSASB TO ENSURE THAT THE PUBLIC INTEREST IS SERVED 

IN THE PROMULGATION OF IPSAS? 

We continue to support oversight of the IPSASB’s standard-setting activities as this has added 

legitimacy to the IPSASB’s standard-setting activities and improved their adoption across 

jurisdictions. However, given the evolution of the IPSASB’s work and the increased adoption 

of IPSASs globally, we believe that the governance arrangements need to be reviewed 

periodically to assess whether enhancements are required.  
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QUESTION 6 – DO YOU BELIEVE THIS OVERALL ARRANGEMENT FOR 

PROMULGATING IPSAS REMAINS APPROPRIATE?  

During the initial discussions on the governance of the IPSASB, we are aware that various 

options were discussed, including how or whether existing oversight or governance 

mechanisms for other activities should be used. Given the unique nature of the IPSASB’s 

activities, the funding of the IPSASB, as well as finding an existing structure with the right skills 

to oversee the IPSASB’s activities, we support the current governance arrangement.  

While we support the current governance arrangement, we have raised comments in our 

responses to previous questions related to the following:  

• Competencies for IPSASB members.  

• Reviewing funding strategy and ensuring independence of standard-setting activities.  

While IFAC has responsibility for monitoring and supporting global adoption and 

implementation of IPSAS, we believe that there are some activities in these areas where 

oversight is needed.  

We believe the PIC should play an oversight role in understanding factors that affect the 

adoption of IPSAS as this affects the IPSASB strategy and work plan. In particular, the PIC 

could play a role in reviewing:  

• Whether IPSAS are being adopted, and if not, what are the underlying reasons.  

• The ‘models’ of adoption in various jurisdictions (e.g. full adoption, use as reference and 

make own modifications, etc.). If for example, jurisdictions apply IPSAS but make 

modifications, it is important to understand why the modifications are deemed 

necessary.  

• The results of post-implementation reviews of IPSAS.  

 


