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Introduction

It has been a busy year for the Public Sector Accounting Board (PSAB or the “Board”). Public sector entities began applying five new CPA 
Canada Public Sector Accounting Handbook (PSA Handbook) Sections. Section PS 3430, Restructuring Transactions, became effective. New 
Section PS 3280, Asset Retirement Obligations, was issued in August, and a new standard on revenue is expected to be issued later this year. 
Additionally, the Board and its task forces advanced the progress of existing projects including issuing a Statement of Principles, a Statement 
of Concepts and a Consultation Paper, with an Invitation to Comment expected in the fourth quarter. This publication will provide an 
overview of these projects as well as a review of the standards that are effective for public sector entities this year and those that will 
become effective over the next few years.

Standards Effective April 1, 2017

While entities with March 31 year ends have already adopted the following five standards, entities with December 31 year ends will be 
applying them for the first time in their upcoming 2018 financial statements.

Related Party Disclosures 

Project Background

The Board issued new Sections PS 2200, Related Party Disclosures, and PS 3420, Inter-entity Transactions, in 2015. Prior the issuance of these 
two Sections, the PSA Handbook did not include a standard dealing with related party transactions. The reason two standards were developed 
instead of only one is because related party transactions can occur with individuals and entities both inside and outside of a government’s 
reporting entity. However, the Board believes that generally issues of recognition and measurement would not arise for related party 
transactions that are not part of the same government reporting entity. These types of related party transactions would be recognized at the 
exchange amount according to their substance and the individual accounting standards applied for reporting purposes. Disclosures about 
these related party transactions would be sufficient for users to understand the effect of those transactions on an entity’s financial position 
and changes in financial position. Therefore, these types of transactions would be within the scope of Section PS 2200 and disclosed in 
accordance with that Section, but would not be in the scope of new Section PS 3420, which provides recognition and measurement guidance 
for related party transactions that occur between entities within the government reporting entity (i.e., inter-entity transactions).

Definitions

Section PS 2200 defines a related party and a related party transaction as follows:
Related party — A related party exists when one party has the ability to exercise control or shared control over the other. Two or more 
parties are related when they are subject to common control or shared control. Related parties also include key management personnel 
and close family members.
Related party transaction — A transfer of economic resources or obligations between related parties, or the provision of services by 
one party to a related party. These transfers are related party transactions whether or not there is an exchange of considerations or 
transactions have been given accounting recognition. The parties to the transaction are related prior to the transaction. When the 
relationship arises as a result of the transaction, the transaction is not one between related parties. 
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When is Disclosure Required?

The standard does not require disclosure of key management personnel compensation arrangements, expense allowances or other similar 
payments routinely paid in exchange for services rendered. Additionally, the standard does not require disclosure of all related party 
transactions. Instead, disclosure is generally only required when:

• A transaction occurs between related parties at a value different from that which would have been arrived at if the parties were 
unrelated; and 

• Transactions and events between related parties have or could have a material financial effect on the financial statements.
Determining which items to disclose is based on an assessment of the terms and conditions underlying the transactions, the financial 
materiality of the transactions, relevance of the information to the decisions of users, and the need for the information to enable users’ 
understanding of the financial statements and for making comparisons to other entities. When it is determined that information about 
related party transactions needs to be disclosed in the financial statements, the disclosure would include the following, aggregating items 
that are similar in nature:

• Information about the nature of the relationship with related parties involved in related party transactions; 
• The types of related party transactions that have been recognized; 
• The amounts of the transactions recognized classified by financial statement category; 
• The basis of measurement used; 
• The amount of outstanding balances and the terms and conditions attached to them; 
• Contractual obligations with related parties, separate from other contractual obligations; 
• Contingent liabilities involving related parties, separate from other contingent liabilities; and 
• The types of related party transactions that have occurred for which no amount has been recognized. 

Transition

Section PS 2200 is effective for fiscal years beginning on or after April 1, 2017, and must be applied prospectively. Additionally, the Board 
has withdrawn Section PS 4260, Disclosure of Related Party Transactions by Not-for-Profit Organizations, which was previously applied by 
government not-for-profit organizations following the PSA Handbook with the PS 4200 Series of standards. As a result, these government 
not-for-profit organizations will now look to Section PS 2200 for guidance on defining and disclosing related party transactions.

Inter-entity Transactions

As previously mentioned, related Section PS 3420 provides guidance on how to account for and report transactions between public sector entities 
that comprise a government’s reporting entity (i.e., inter-entity transactions) from the perspective of both the provider and the recipient.

Recognition & Measurement

Under this Section, for a transfer of assets or liabilities, the provider removes the assets or liabilities from its financial statements and 
any difference between the net proceeds received and the carrying amounts transferred is accounted for as a revenue or expense in the 
statement of operations. The recipient then recognizes the assets or liabilities in its financial statements when the items satisfy the definition 
and recognition criteria for an asset and liability in Section PS 1000, Financial Statement Concepts.

When there is a policy of cost allocation and recovery for the provision of goods and services, the provider recognizes all revenues and 
expenses on a gross basis and the recipient recognizes expenses on a gross basis. 

When there is no policy for allocating costs, the recipient may choose to recognize these costs when they would otherwise have been purchased 
and a reasonable estimate of the amount involved can be made. In this case, the recipient recognizes these items as revenues and expenses. 

Under Section PS 3420, transactions are measured at the carrying amount by the recipient, other than in the following situations:

Situation Then Measured At

Transactions are undertaken on similar terms and conditions to 
those adopted if the entities were dealing at arm's length 

Exchange amount 

Assets or liabilities are transferred for nominal or no consideration Carrying amount or fair value 

Transactions are allocated costs and recoveries Exchange amount 

Transactions are unallocated costs 
The carrying amount, fair value or other amount dictated by policy, 
accountability structure or budget practice 
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Disclosure

Inter-entity transactions are disclosed in accordance with the requirements of Section PS 2200.

Transition

Section PS 3420 is effective for fiscal years beginning on or after April 1, 2017. If application of Section PS 3420 results in a change of 
accounting policy, Section PS 2120, Accounting Changes, applies. Per paragraph PS 2120.13, when a change in an accounting policy is made 
to conform to a new Public Sector Accounting Standard, the new standard may be applied retroactively or prospectively. As noted above, 
the Board has withdrawn Section PS 4260, Disclosure of Related Party Transactions by Not-for-Profit Organizations. As a result, government 
not-for-profit organizations will look to Section PS 3420 for guidance on recognizing and measuring inter-entity transactions.

Assets

Additional Guidance

Section PS 3210, Assets, was issued during 2015 and provides additional guidance on the definition of assets. Assets are defined as economic 
resources controlled by a government as a result of past transactions or events and from which future economic benefits are expected to  
be obtained.

This new Section provides additional guidance on what is meant by economic resources, control, past transactions or events, and future 
economic benefits. This guidance will be helpful in determining whether an item meets the definition of an asset. It may also result in public 
sector entities reassessing whether items meet the definition of an asset upon adoption of this Section.

Section PS 3210 requires public sector entities to disclose in their financial statements major categories of assets that are not recognized in 
their financial statements (i.e., intangibles, crown lands, heritage assets, etc.).

Transition

This Section is effective for fiscal years beginning on or after April 1, 2017. Since the standard is silent on transition, if a change in accounting 
policy results from application of the new Section, paragraph PS 2120.13 applies, which allows the Section to be applied retroactively or 
prospectively.

Contingent Assets

Definition and Disclosure

During 2015, Section PS 3320, Contingent Assets, was issued in the PSA Handbook. Prior to this the PSA Handbook included a definition of 
contingent liabilities, but did not include a definition of contingent assets. This new Section defines contingent assets as:

Possible assets arising from existing conditions or situations involving uncertainty. That uncertainty will ultimately be resolved when 
one or more future events not wholly within the public sector entity’s control occurs or fails to occur. Resolution of the uncertainty will 
confirm the existence or non-existence of an asset. 

Section PS 3320 requires disclosure of contingent assets in the financial statements when the occurrence of a confirming future event is likely.

This new Section may result in public sector entities performing a reassessment of items that meet the definition of a contingent asset and 
additional information being disclosed upon adoption of this Section. 

Transition

Section PS 3320 is effective for fiscal years beginning on or after April 1, 2017, and since it is a disclosure standard the impact will be the 
same if applied retroactively or prospectively. 

Contractual Rights

Definition and Disclosure

Before Section 3380, Contractual Rights, was issued in 2015, the PSA Handbook included a definition of contractual obligations, but did not 
define contractual rights. This new Section provides a definition of contractual rights as:

Rights to economic resources arising from contracts or agreements that will result in both an asset and revenue in the future. 
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This Section also requires that information about a public sector entity’s contractual rights be disclosed in the financial statements. This 
disclosure would include a description about the nature, extent and timing of the contractual rights. Since an entity may have many 
contractual rights, professional judgment will be required in determining what to disclose. Factors to consider include, but are not limited to:

• Contractual rights to revenue that is abnormal in relation to the financial position or usual business operations of the entity; and 
• Contractual rights that will govern the level of a certain type of revenue for a considerable period into the future.

Transition

This Section is effective for fiscal years beginning on or after April 1, 2017, and since it is a disclosure standard the impact will be same if 
applied retroactively or prospectively. 

Standards Effective April 1, 2018

Restructurings

Section PS 3430, Restructuring Transactions, was also issued in 2015. This new Section provides guidance on accounting for restructuring 
transactions. Previously, no such guidance existed in the PSA Handbook. As public sector entities are entering into these types of 
transactions more often, guidance was needed to ensure such transactions are accounted for on a consistent basis.

What are Restructuring Transactions?

Restructuring activities include, but are not limited to:

• Amalgamations of entities or operations within the government reporting entity; 
• The amalgamation of local governments; 
• Annexation or boundary alteration between neighbouring local governments; 
• Transfers of operations or programs from one entity to another; and 
• Shared service arrangements entered into by local governments in a region.  
Section PS 3430 defines a restructuring transaction as a transfer of an integrated set of assets and/or liabilities, together with related program 
or operating responsibilities without consideration based primarily on the fair value of the individual assets and liabilities transferred.

Key Characteristics

The key characteristics of restructuring transactions are:

• Their non-purchase nature;
• Transfers of an integrated set of assets and/or liabilities that are not random or unrelated; and
• Transfers of program or operating responsibilities related to the assets and liabilities transferred.
The key distinction between a restructuring transaction and an acquisition is that a restructuring transaction’s non-purchase nature is 
reflected by the absence of consideration that is primarily based on the fair value of the individual assets and liabilities transferred.

Recognition and Measurement

Under Section PS 3430, the individual assets and liabilities transferred in a restructuring transaction would be derecognized by the transferor 
and recognized by the recipient at their carrying amounts with applicable adjustments. The increase in net assets or net liabilities resulting 
from recognition and derecognition of individual assets and liabilities received from all transferors and transferred to all recipients in a 
restructuring transaction would be recognized as revenue or as an expense. In addition: 

• Any costs incurred related to the restructuring would be expensed when incurred; 
• The accounting policies and circumstances of the recipient at the restructuring date would determine the initial classification of the 

individual assets and liabilities received in the restructuring transaction; 
• The net effect of a restructuring transaction is presented as a separate revenue or expense item in the statement of operations;
• Financial position and results of operations prior to the restructuring date would not be restated; and 
• A transferor and a recipient need to disclose sufficient information to enable financial statement users to assess the nature and financial 

effects of a restructuring transaction on their financial position and operations. Disclosure of information about the transferred assets, 
liabilities, and related operations prior to restructuring date is encouraged but not required. 
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Transition

This Section only applies to new restructuring transactions that occur in fiscal years beginning on or after April 1, 2018. Earlier adoption is 
permitted.

Standards Effective April 1, 2021

Financial Instruments, Foreign Currency, Financial Statement Presentation and Portfolio Investments

During 2018, the Board delayed the effective date for Sections PS 3450, Financial Instruments, and PS 2601, Foreign Currency Translation. 
These Sections are now applicable for fiscal years beginning on or after April 1, 2021, for public sector entities that did not previously apply 
the CPA Canada Handbook – Accounting prior to adopting the PSA Handbook. Therefore, public sector entities that meet this criteria, such 
as governments, will apply these Sections for the first time to their March 31, 2022, year ends (for governments with calendar year ends, 
December 31, 2022, will be the first year end affected). At the same time public sector entities adopt these two Sections, they must also 
adopt Section PS 1201, Financial Statement Presentation, Section PS 3041, Portfolio Investments, and the effective interest method outlined 
in paragraph .25 of Section PS 3050, Loans Receivable. For more details on these standards, please refer to our publication “A Guide to 
Accounting for Financial Instruments in the Public Sector.”

This delay in the effective date was due to concerns raised by senior governments in some provinces on the implementation of Sections PS 
2601 and PS 3450 related to recognition and measurement of derivatives, the lack of a standard on hedge accounting, and the accounting 
treatment for bond repurchases. PSAB held meetings with several provinces and stakeholders in order to get a better understanding of 
this issue. The Board investigated various options, including providing entities with the option to adopt the financial instruments standard 
included in International Public Sector Accounting Standards (IPSAS). However, stakeholders did not find that the international standard 
would achieve their desired outcome. As a result, the Board has decided to move ahead with the adoption of Section PS 3450 as is. 
However, the Board has pushed the effective date of adoption back to 2021 to allow time to investigate whether narrow scope amendments 
can be made to the standard related to accounting for bond repurchases, derivatives used in cross currency swaps to maintain Canadian 
reserves/stable currency, and improvements to the transitional provisions. The Board plans to issue an exposure draft in 2019 outlining the 
proposed amendments.

Asset Retirement Obligations

In March 2018, the Board issued new Section PS 3280 on asset retirement obligations. Prior to this, the PSA Handbook did not include 
specific guidance on accounting for asset retirement obligations.

Recognition and Measurement

Under the new standard, an asset retirement obligation is a legal obligation associated with the retirement of a tangible capital asset controlled 
by a public sector entity. Asset retirement obligations associated with tangible capital assets include post-retirement operation, maintenance, 
and monitoring costs. A liability for an asset retirement obligation would be recognized when all of the following criteria are met:

• There is a legal obligation to incur retirement costs in relation to a tangible capital asset;
• The past transaction or event giving rise to the liability has occurred;
• It is expected that future economic benefits will be given up; and
• A reasonable estimate of the amount can be made.
Recognition of asset retirement costs will be accomplished by increasing the carrying amount of the related tangible capital asset, or a 
component thereof, and then expensing this amount in a rational and systematic manner. A present value technique may be the best 
method of estimating the liability. Depending on the nature of a re-measurement and whether the asset remains in productive use, 
subsequent re-measurement of the liability could result in either a change in the carrying amount of the related tangible capital asset or 
a component thereof, or an expense. Asset retirement costs associated with an asset that is not recognized on the public sector entity’s 
financial statements and those associated with an asset no longer in productive use would be expensed immediately.

Landfills

The new standard includes landfill related asset retirement obligations within its scope so that all asset retirement obligations are accounted 
for consistently within the public sector. Existing Section PS 3270, Solid Waste Landfill Closure and Post-closure Liability, will be withdrawn 
once Section PS 3280 becomes effective. This change will result in asset retirement obligations associated with landfills being recognized 
earlier than they are under the current guidance. 

https://www.bdo.ca/getattachment/99d007a7-4b84-4403-ad12-ecbf88397c09/attachment.aspx/
https://www.bdo.ca/getattachment/99d007a7-4b84-4403-ad12-ecbf88397c09/attachment.aspx/
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Amendments to Section PS 3260

Changes have been made to Section PS 3260, Liability for Contaminated Sites, to clarify what will fall within the scope of this standard vs. 
the scope of the new asset retirement obligation standard. Additionally, under the new standard any expected recoveries associated with 
the asset retirement obligation would not be netted against the liability. In the past, Section PS 3260 has allowed recoveries to be netted 
against the liability. To improve consistency between the two standards, Section PS 3260 has been amended to no longer allow netting.

Effective Date and Transition

New Section PS 3280 applies to fiscal years beginning on or after April 1, 2021, with earlier adoption permitted. The new standard includes 
transitional provisions to help ease adoption.

Projects on the Go

The Board currently has a number of projects in progress that propose future changes to the PSA Handbook. The following provides a brief 
discussion of these projects.

Exposure Draft — Revenue 

Currently, the PSA Handbook does not include a standard on overall revenue recognition. The PSA Handbook only contains guidance on 
specific transactions, such as taxation, government transfers, etc. As a result, many public sector entities need to consult other sources of 
GAAP when accounting for types of revenues for which the PSA Handbook does not provide specific guidance. The Board believes guidance 
in this area is needed, as there is diversity in practice. In May 2017, the Board issued an Exposure Draft proposing a new standard, Section PS 
3400, Revenue. This proposed standard would provide guidance on two main categories of revenue: 

• Exchange transactions; and
• Unilateral (non-exchange) transactions.

Exchange Transactions

The proposed standard defines exchange transactions as transactions where goods or services are provided for consideration. These 
transactions create performance obligations for a public sector entity. A performance obligation is defined as an enforceable promise to 
provide goods or services to a payor. 

Revenue from an exchange transaction would be recognized as the public sector entity satisfies the performance obligation. A performance 
obligation may be satisfied at a point in time or over a period of time. An exchange transaction would be evaluated to identify goods and 
services that are distinct and would be accounted for as a separate performance obligation. An example of an exchange transaction is a user 
fee charged by a municipality for providing water services.  

Unilateral Transactions

The other category of revenue is unilateral (non-exchange) transactions. According to the proposed definition, unilateral revenues increase 
the economic resources of a public sector entity without a direct transfer of goods or services to a payor. The right to the economic resources 
is attributable to legislation grounded on a constitutional authority or delegated constitutional authority and an event entitling the public 
sector entity to recognize revenue. 

Unilateral revenues are unique to the public sector as the authority to enact legislation is unique to governments. Unilateral revenues do 
not necessarily entitle the payor to a specific public service or benefit. Instead, the public sector entity’s right to the revenue results from its 
constitutional powers that allow it to impose the unilateral revenue. Unilateral revenues do not contain performance obligations. A public 
sector entity would recognize unilateral revenues when it has authority to claim or retain an inflow of economic resources and there is a past 
event that gives rise to a claim of economic resources. A fine imposed by a municipality is an example of unilateral revenue.

Effective Date and Transition

During its June 2018 meeting, the Board approved the final version of Section PS 3400, Revenue, which is expected to be included in the 
Handbook in the fourth quarter of 2018. The new standard will apply to fiscal years beginning on or after April 1, 2022, with earlier adoption 
permitted. Adoption of the standard will be accounted for as a change in accounting policy applied retroactively with restatement of prior periods. 
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Invitations to Comment — Employment Benefits

A project on employee benefits was identified as a top priority in PSAB’s 2014 Project Priority Survey. The project will review existing Sections 
PS 3250, Retirement Benefits, and PS 3255, Post-employment Benefits, Compensated Absences and Termination Benefits. Since these Sections 
were originally issued many years ago, new types of pension plans have been introduced and there have been changes in the related accounting 
concepts. This project will involve looking at issues such as deferral of experience gains and losses, discount rates, and how to account for shared 
risk plans, multi-employer defined benefit plans, and vested sick leave benefits. The Board plans to issue a new comprehensive Handbook 
Section on employment benefits that will replace the two existing Sections. 

In February 2017, the Board issued an Invitation to Comment on the deferral provisions in Sections PS 3250 and PS 3255. The purpose was to 
explain why the Board is considering whether the deferral provisions in the standards are still appropriate, to identify potential alternatives and 
related considerations, and to seek stakeholder input prior to the Board establishing its preliminary views on the issue. 

A second Invitation to Comment on discount rates was issued in November 2017. The purpose was to explain why the Board is considering 
whether the discount rate guidance in Section PS 3250 is still sufficient, to identify potential alternatives and related considerations, and to 
obtain input from stakeholders before the Board establishes its preliminary vies on this issue. 

A third Invitation to Comment that will focus on plans with risk-sharing features different from traditional defined benefit and defined 
contribution plans is expected to be issued in the fourth quarter of 2018.

The Board is issuing separate Invitations to Comment on these three areas as it believes these are the most complex issues in this project. The 
feedback received on all three of these documents will be considered together by the Board in developing a Statement of Principles. 

Statement of Principles — Public Private Partnerships

Another issue that was identified as a priority in PSAB’s 2014 Project Priority Survey was public private partnerships. These types of 
arrangements are becoming more common across Canada as government entities look for new ways to finance capital projects and 
authoritative guidance on how to account for them is needed. As a result, the Board approved a project on this topic with the goal of developing 
a new standard. In July 2017, the Board issued a Statement of Principles on this topic. The proposals explain that public private partnerships that 
would be within the scope of the proposed new standard include infrastructure that is procured by a public sector entity using a private sector 
partner whose obligations include: 

• A requirement to build; 
• Acquire; 
• Improve or refurbish; 
• Finance; and 
• Maintain and/or operate the infrastructure. 

Infrastructure Asset

The public sector entity would recognize the infrastructure as an asset on its financial statements when it controls the infrastructure. The 
criteria for control would be met when the public sector entity controls:

• The purpose and use of the infrastructure; 
• Access to the infrastructure and the price, if any, that the private sector entity can charge to provide an associated service; and 
• Any significant residual interest in the infrastructure at the end of the public private partnership’s term. 

Liability

The public sector entity would recognize a liability when the public private partnership gives rise to an obligation where the public sector 
entity is required to sacrifice future economic benefits. The infrastructure asset and the associated liability would be measured initially 
at cost. The infrastructure asset would then be expensed in a rational and systematic manner over the period the economic benefit is 
generated. Where there is financial consideration, the liability would be reduced as the consideration is paid to the private sector partner. For 
non-financial consideration where the private sector partner is granted the right to earn revenue, the liability would be reduced and revenue 
would be recorded by the public sector partner in a rational and systematic manner as the related performance obligation is satisfied. 

The Board is currently reviewing comments received on the Statement of Principles. In particular, they have been discussing two key issues 
raised by respondents related to scope and discount rate. The Board plans to issue an Exposure Draft in the first quarter of 2019.
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Consultation Paper — Reviewing PSAB’s Approach to International Public Sector Accounting Standards 

While developing its 2017–2020 Strategic Plan, the Board determined it was the appropriate time to review its current approach to 
International Public Sector Accounting Standards (IPSAS). The Board’s current approach is to influence the development of IPSAS. However, 
since the Board last determined its international strategy, IPSAS has become a more robust framework and other countries are now 
adopting or adapting IPSAS for their own use. As a result, the Board decided it should evaluate whether the time and resources spent 
developing Canadian specific public sector standards is still adding the right level of value and is in the public interest. 

During the period from 2017–2020, the Board plans to:

• Research the differences between PSAS and IPSAS;
• Learn about the experiences of other jurisdictions that have chosen to follow IPSAS;
• Publish two consultation papers to obtain the opinion of stakeholders; and
• Develop options for the Board’s International Strategy.
The Board issued its first Consultation Paper in May 2018. The purpose of this paper is to outline and obtain feedback on the criteria the 
Board will use to make its final decision on the international strategy that best serves the Canadian public sector. The Board has developed 
the following six criteria:

1. Canadian influence over the standard-setting process;
2. Quality of accounting standards;
3. Transition costs;
4. International alignment;
5. Due process; and
6. Use of standard-setting resources.

Respondents to the Consultation Paper are asked to provide feedback on whether they believe these are the right criteria and whether any 
criteria should take precedence over the others when the Board makes its decision.

The Consultation Paper also outlines the four initial international strategy options the Board has identified regarding IPSAS:

1. Retain the status quo of the existing standard-setting process;
2. Look to IPSAS principles first when developing future PSA standards;
3. Apply IPSAS in Canada, except where a departure is warranted; and
4. Adopt IPSAS fully.

Respondents to this first Consultation Paper are not asked to give an opinion on which of the four international strategy options the 
Board should undertake. Instead, they are asked to provide feedback on whether the six criteria outlined above are the right criteria the 
Board should be using to make its decision, whether any criteria should take precedence over others, and whether there are any additional 
international strategy options the Board should consider. Comments on the Consultation Paper are due at the end of September 2018. The 
Board will consider the comments received and then determine its next steps.

Statement of Concepts — A Revised Conceptual Framework for the Canadian Public Sector

Back in 2010, the Board decided to undertake a project to review the conceptual framework of the PSA Handbook to ensure it is still relevant 
and that it properly reflects and is grounded in the public sector environment. In August 2011, the Board issued its first Consultation Paper 
related to this project, which focused on characteristics of public sector entities. In October 2012, the Board issued a second Consultation 
Paper on measuring financial performance in public sector financial statements. A third Consultation Paper on conceptual framework 
fundamentals   and the reporting model was issued in March 2015. Using feedback received on these three Consultation Papers, the Board 
developed a Statement of Concepts on the revised conceptual framework, which was issued in May 2018.

The Statement of Concepts proposes replacing the existing conceptual framework, which consists of Sections PS 1000, Financial Statement 
Concepts, and PS 1100, Financial Statement Objectives, with a revised conceptual framework that would include the following ten chapters:

• Chapter 1: Introduction to the Conceptual Framework
• Chapter 2: Characteristics of Public Sector Entities
• Chapter 3: Financial Reporting Objective
• Chapter 4: Role of Financial Statements
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• Chapter 5: Financial Statement Foundations
• Chapter 6: Financial Statement Objectives
• Chapter 7: Qualitative Characteristics and Related Considerations
• Chapter 8: Elements of Financial Statements
• Chapter 9: Recognition and Measurement
• Chapter 10: Presentation Concepts
The Board is seeking feedback on whether the proposed conceptual framework:

• Provides a stronger foundation for creating standards or preparing financial statements that meet the needs of the primary users; and 
• Whether in the absence of a standard relevant to a particular accounting question it would help users determine an approach to 

accounting for the transaction.
A summary of the Statement of Concepts can be accessed here, while the full document can be accessed here. Stakeholders are encouraged 
to provide feedback up until the end of the comment period on November 28, 2018. The Board will then review feedback received and 
determine next steps.

Statement of Principles — A Revised Reporting Model for the Canadian Public Sector 

In conjunction with the previous project, the Board issued a Statement of Principles proposing a revised reporting model in May 2018. The 
Statement of Principles proposes issuing a revised financial statement presentation standard, Section PS 1202, which would replace existing 
Section PS 1201, Financial Statement Presentation. The purpose of these proposals is to develop a reporting model that better meets the 
needs of stakeholders. Some of the main features of the proposals are as follows:

• The proposed reporting model would include:
 - A statement of financial position;
 - A statement of surplus (or deficit);
 - A new statement of changes in net assets (or net liabilities);
 - A statement of cash flow;
 - A new statement of net debt (or net financial assets); and
 - The accompanying notes and schedules;

• In the statement of financial position:
 - The net debt indicator would be removed and relocated to its own statement, the statement of net debt;
 - The “accumulated surplus (deficit)” net financial position indicator would be relabelled as “net assets (net liabilities)”;
 - A new third component is added to net assets or net liabilities, “accumulated other,” where PSAB could designate certain revenues 

and expenses occurring in a period, that are not remeasurements, to be (temporarily or permanently) excluded from the surplus or 
deficit of a period; and 

 - The structure of the statement is amended to present financial assets, then non-financial assets, followed by liabilities, to arrive at 
the net assets or net liabilities position;

• The new statement of changes in net assets or net liabilities would present a reconciliation between the opening and closing balances of 
each component of net assets or net liabilities and the details of the changes in those components in the reporting period.

• The statement of remeasurement gains and losses in the existing model would no longer be required. 
• The statement of cash flow would isolate financing activities, which would show whether all of an entity’s other activities combined 

resulted in the need for cash to be raised through financing activities or not.
• The new statement of net debt would present a revised calculation of net debt; the difference between financial assets, other than those 

that are externally restricted and/or not available to settle liabilities; and liabilities, other than those that will not be settled through the 
use of financial assets.

• The budget amounts on the financial statements would be presented using the same basis of accounting, following the same accounting 
principles, for the same scope of activities, and using the same classifications as the actual amounts. The requirement to present the 
actual-to-budget comparison in the notes when the scope of activities used in the budget is different from the scope of activities 
reported on in the financial statements would be removed. In this situation, a note on the face of the statement of surplus or deficit 
explaining why the actual-to-budget comparison could not be done would be required.

http://www.frascanada.ca/standards-for-public-sector-entities/item85809.pdf
http://www.frascanada.ca/standards-for-public-sector-entities/item85774.pdf
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The information in this publication is current as of September 17, 2018.
This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The publication cannot be relied upon to cover specific situations and 
you should not act, or refrain from acting, upon the information contained therein without obtaining specific professional advice. Please contact BDO Canada LLP to discuss these matters in the context 
of your particular circumstances. BDO Canada LLP, its partners, employees and agents do not accept or assume any liability or duty of care for any loss arising from any action taken or not taken by 
anyone in reliance on the information in this publication or for any decision based on it.
BDO Canada LLP, a Canadian limited liability partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the international BDO network of 
independent member firms. BDO is the brand name for the BDO network and for each of the BDO Member Firms.

A summary of what the proposed reporting model would look like can be accessed here. The Board is seeking feedback on the proposals and 
stakeholders are encouraged to respond to the Statement of Principles, which can be accessed here, by November 28, 2018. The Board will 
then review the feedback received and determine next steps.

Public Sector Accounting Discussion Group

The Public Sector Accounting Discussion Group (PSADG) is a regular public forum at which issues arising on the application of the PSA 
Handbook can be discussed. The group meets two times a year and consists of members that include preparers, auditors, and users of 
government and government organization financial reports. The group’s purpose is to assist the Board regarding issues arising on the 
application of the PSA Handbook and to gather information to advise the Board on priorities and possible agenda items for its consideration. 
Recently, the group’s mandate was updated to allow it to also discuss emerging issues and other public sector financial reporting issues. 
While the group does not issue any authoritative guidance or interpretations, as only the Board has the ability to do so, the group’s meeting 
summaries provide meaningful insights on the application of the standards that can be used as a resource. These meeting summaries are 
available on the FRAS Canada website or by clicking here. During the group’s November 2017 and June 2018 meetings, the following topics 
were discussed:

• Compliance-Type Audit Reports – Discussion on the implications for public sector GAAP of compliance-type audit reports on general 
purpose financial statements not prepared in accordance with the PSA Handbook;

• Green Infrastructure – Discussion on whether the PSA Handbook allows green infrastructure to be recognized in public sector financial 
statements;

• Social Impact Bonds – Discussion on how social impact bonds should be accounted for in the financial statements of a government 
funder;

• Restructuring Transactions – Discussion on the adjustments a recipient might make in recognizing assets received in a restructuring that 
are immaterial to the transferor but material to the recipient;

• Consolidation of Entities following IFRS in regards to Lessee Accounting for Operating Leases – Discussion on whether it is permissible 
on consolidation for a controlling entity to not conform the accounting for the operating leases of a consolidated entity from IFRS 16, 
Leases, to the requirements of Public Sector Guideline 2, Leased Tangible Capital Assets; 

• Municipal Off-Site Lot Levies – Discussion on whether off-site lot levies should be recognized as liabilities if unused for specified 
purposes at the reporting date, or as tax revenue as the land to which the levies apply is developed; 

• Public Liability Claims – Discussion on the need for liability recognition of public liability incidents that have occurred, but are unknown 
to the reporting entity at year end; and

• The group also considered certain aspects of the Consultation Paper on PSAB’s International Strategy, the Statement of Concepts on the 
Revised Conceptual Framework, and the Statement of Principles on the Revised Reporting Model, which were discussed earlier in this 
publication. 

We would encourage public sector entities to keep up to date on topics discussed at these meetings.

Conclusion

As we head closer to the end of the year, now is the time to discuss with your BDO advisor how the changes made to the PSA Handbook and 
the proposed changes affect your organization.

http://www.frascanada.ca/standards-for-public-sector-entities/item85810.pdf
http://www.frascanada.ca/standards-for-public-sector-entities/item85775.pdf
http://www.frascanada.ca/standards-for-public-sector-entities/public-sector-accounting-discussion-group/search-past-meeting-topics/item78831.aspx

