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Commenting on the Exposure Draft 

The Accounting Standards Board (the Board) seeks comment on the Exposure Draft of the 

proposed Conceptual Framework Update: Chapter 3, Qualitative Characteristics and 

Chapter 5, Elements in Financial Statements (ED 197) issued by the International Public 

Sector Accounting Standards Board (IPSASB). 

The comment received on the Exposure Draft will be used to develop a comment letter to the 

IPSASB. Comment should be submitted in writing so as to be received by 17 May 2022. Email 

responses are preferred. Unless respondents to the Exposure Draft specifically request 

confidentiality, their comment is a matter of public record once the pronouncement has been 

finalised by the IPSASB. Comment should be addressed to: 

The Chief Executive Officer 

Accounting Standards Board 

c/o the Office of the Accountant General 

National Treasury 

240 Madiba Street 

Pretoria 

0001 

Fax: +2711 697 0666 

E-mail Address: info@asb.co.za 

Copyright © 2022 by the Accounting Standards Board 

All rights reserved. No part of this publication may be reproduced, stored in a retrieval 

system, or transmitted, in any form or by any means, electronic, mechanical, 

photocopying, recording, or otherwise, without the prior permission of the Accounting 

Standards Board. The approved text is published in the English language. 

Permission to reproduce limited extracts from the publication will usually not be withheld. 
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Background to the project 

Project history 

The IPSASB issued its Conceptual Framework for General Purpose Financial Reporting by 

Public Sector Entities (Conceptual Framework) in 2014. In 2020 the IPSASB initiated a limited 

scope project to consider certain areas of the Conceptual Framework in light of: 

• experience in applying the Conceptual Framework to the development and maintenance 

of IPSAS; and 

• developments in international thinking about conceptual issues since the Conceptual 

Framework was approved. 

ED 197 (issued by the IPSASB as ED 81) is the second exposure draft resulting from the 

limited scope project. The IPSASB foresees that the outcomes of the project will reinforce the 

role of the Conceptual Framework as the cornerstone of their core standard-setting activity, 

which is to develop high-quality financial reporting standards. 

Key proposals 

ED 81 proposes updates to the following chapters of the Conceptual Framework: 

(a) Chapter 3: qualitative characteristics 

Chapter 3 deals with the attributes of financial information that make financial reporting useful, 

i.e. the qualitative characteristics. 

The proposals include: 

• Clarifying the role of prudence in public sector financial reporting 

Prudence is the exercise of caution when making judgements under conditions of 

uncertainty, and supports neutrality. It means that assets, liabilities, revenue and expenses 

are neither overstated nor understated.  

• Acknowledging “obscuring” material information as a factor that can negatively impact 

users  

Material information can be obscured in the financial statements if an entity includes 

information about transactions or events that are immaterial.  

(b) Chapter 5: elements in financial statements 

Chapter 5 deals with the building blocks of financial statements, i.e. the elements.  

The proposals include: 

• revised definitions of an asset and a liability; 

• clarifying what constitutes a transfer of resources when determining whether an entity has 

a liability;  
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• restructuring guidance on liabilities to improve understandability; and 

• new guidance on “unit of account” and the accounting treatment of binding arrangements 

that are equally unperformed by both parties. 

Impact of the IPSASB’s work on the local environment  

The Board aims to maintain convergence with IPSAS where this is consistent with the ASB’s 

mandate and strategic objectives. The ASB’s Conceptual Framework is based on the 

IPSASB’s Conceptual Framework. The Board would need to consider the final guidance 

issued by the IPSASB in Chapters 3 and 5 for the local environment.  

The IPSASB is expected to finalise the amendments to the Conceptual Framework in the first 

quarter of 2023. The Board is consulting on the next work programme for 2024 to 2026 (see 

ASB ED 194). A potential project identified in ED 194 is to consider aligning the ASB’s 

Conceptual Framework with the IPSASB. 

Commenting on the Exposure Draft  

Due process and timetable 

The Board invites comment on the proposals set out in the Exposure Draft from preparers, 

users, auditors, standard-setters and other parties with an interest in public sector financial 

reporting. Upon the closure of the comment period, the Board will consider the comment 

received on the Exposure Draft. The comment received will be used to formulate a comment 

letter to the IPSASB.  

Available materials 

The IPSASB has developed an “At-a-Glance” document and webinar that outlines the high-

level principles and concepts of the Exposure Draft. These can be accessed on the ASB’s 

website along with the other materials for the concurrent Exposure Draft. 

Request for comment 

Comment on the Exposure Draft is invited by 17 May 2022. The Board requests that 

respondents express an overall opinion on whether the Exposure Draft, in general, is 

supported and to supplement this opinion with detailed comment, whether supportive or 

critical. Respondents are also invited to provide detailed comment identifying the specific 

paragraphs to which it relates, explaining the issue and suggesting alternative wording, with 

supporting reasoning, where appropriate.  

There are specific matters for comment in the Exposure Draft on which the IPSASB would 

appreciate feedback.  Respondents may choose to respond to all questions, or just a selected 

few. 

 

 

 

https://www.asb.co.za/ed-194/
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Specific Matter for Comment 1: Prudence 

In paragraphs 3.14A and 3.14B, the IPSASB has provided guidance on the role of prudence 

in supporting neutrality, in the context of the qualitative characteristic of faithful representation. 

Paragraphs BC3.17A to BC3.17E explain the reasons for this guidance. Do you agree with 

this approach? 

If not, why not? How would you modify these paragraphs? 

Specific Matter for Comment 2: Obscuring information as a factor relevant to materiality 

judgements 

In discussing materiality in paragraph 3.32 the IPSASB has added obscuring information to 

misstating or omitting information as factors relevant to materiality judgements. The reasons 

for this addition are in paragraphs BC3.32A and BC3.32B. 

Do you agree with the addition of obscuring information to factors relevant to materiality 

judgements? If not, why not? 

Specific Matter for Comment 3: Rights-based approach to a resource 

Paragraphs 5.7A to 5.7G reflect a rights-based approach to the description of resources in the 

context of an asset. The reasons for this approach are in paragraphs BC5.3A to BC5.3F. 

Do you agree with this proposed change? If not, why not? 

Specific Matter for Comment 4: Definition of a liability 

The revised definition of a liability is in paragraph 5.14: 

A present obligation of the entity to transfer resources as a result of past events. 

The reasons for the revised definition are in paragraphs 5.18A to 5.18H. 

Do you agree with the revised definition? If you do not agree with the revised definition, what 

definition do you support and why? 

Specific Matter for Comment 5: Guidance on the transfer of resources 

The IPSASB has included guidance on the transfer of resources in paragraphs 5.16A to 5.16F 

of the section on Liabilities. The reasons for including this guidance are in paragraphs 

BC5.19A to BC5.19D. 

Do you agree with this guidance? If not, how would you modify it? 

Specific Matter for Comment 6: Revised structure of guidance on liabilities 

In addition to including guidance on the transfer of resources, the IPSASB has restructured 

the guidance on liabilities so that it aligns better with the revised definition of a liability. This 

guidance is in paragraphs 5.14A to 5.17D. Paragraph BC5.18H explains the reasons for this 

restructuring. 

Do you agree with this restructuring? If not, how would you modify it? 
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Specific Matter for Comment 7: Unit of account 

The IPSASB has added a section of Unit of Account in paragraphs 5.26A to 5.26J. The 

reasons for proposing this section are in paragraphs BC5.36A to BC5.36C.  

Do you agree with the addition of a section on Unit of Account and its content? If not, how 

would you modify it and why? 

Specific Matter for Comment 8: Accounting principles for binding arrangements that 

are equally unperformed 

The IPSASB took the view that guidance on accounting principles for binding arrangements 

that are equally unperformed should be included in the Conceptual Framework, but that a 

separate section on accounting principles for such binding arrangements is unnecessary. 

These principles are included in paragraphs 5.26G to 5.26H of the section on Unit of Account 

The explanation is at paragraphs BC5.36D to BC5.36F. 

Do you agree that: 

(a) guidance on principles for binding arrangements that are equally unperformed is 

necessary; and if so 

(b) such guidance should be included in the Unit of Account section, rather than in a separate 

section? 

If you do not agree, please give your reasons. 

General matters for comment  

As with any other Exposure Draft, comment on any other matter contained in the Exposure 

Draft would also be welcomed. Comment is most helpful if reference is made to a specific 

paragraph or group of paragraphs. 

 


