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Introduction – Elles Mukunyadze

• Chartered Accountant

• Registered Public Auditor

• ICAZ Technical Advisor

• Training and Advisory Services  - Director

• IPSAS Expert – supporting the implementation of IPSAS at ICAZ, PAAB 
and various public sector entities



Accrual is for everyone but is IPSAS for 
everyone???



Accrual Reporting Frameworks

• IFRS

• IPSAS



Applicability of IPSAS

The IPSASs are designed to apply to public sector entities that meet ALL

the following criteria:

• Are responsible for the delivery of services to benefit the public 
and/or to redistribute income and wealth; 

• Mainly finance their activities, directly or indirectly, by means of taxes 
and/or transfers from other levels of government, social 
contributions, debt or fees; and 

• Do not have a primary objective to make profits. 



Which entities are eligible for IPSAS

• PAAB

• Zinara

• ZESA

• RBZ

• University of Zimbabwe

• Marondera Rural District Council



Applicability

IPSAS No IPSAS

Central Government
Urban Councils
Rural District Councils
Agencies and Authorities (eg
BAZ, REA, EMA etc)
Boards (PAAB, SPB, TIMB)
Commissions (ZAC, ZHRC, 
IPEC, ZEC)
Funds 

Companies and corporations 
(ZESA, Telone)
State Hospitals
Universities
Financial Institutions 



IPSAS and IFRS

• Service Potential as part of definition of assets

• Non-Exchange transactions

• Comparisons with budgets

• Infrastructure and Heritage assets

LO 4



Things to think about

• Assets that need to be recognized:
• Infrastructure assets – roads, bridges, dams, rail, water systems, sewer 

systems, prison infrastructure

• Heritage assets – monuments, historical sites, artifacts

• Other – land, donated assets

• Liabilities
• Pension obligations, contract breaches liabilities, guarantees etc



Accruals Vs Cash

Principles underlying accruals and cash basis 
accounting



Comparing the Cash and Accrual Bases of 
Accounting



Case Studies

I will use three example to show the value that Accruals will 
bring in :

• Decision making

• Accountability

• Transparency



Example
• The Ministry of Health received a grant from UNDP of 

$500 000 to construct a clinic in Murehwa. After 
construction the clinic will be used for the next 20 
years.

• The amount was received in September 2017 and 
projects costs are estimated as follows

• 2017  - 0

• 2018  - 200 000

• 2019  - 200 000

• 2020  - 100 000



Accounting Treatment Under Cash basis

2017 2018 2019 2020
2021-
2040

Income 500,000.00 - - - -

Expenditure - (200,000.00) (200,000.00) (100,000.00) -

Surplus(deficit) 500,000.00 (200,000.00) (200,000.00) (100,000.00) -

Cash/Bank 500,000.00 300,000.00 100,000.00 - -



Accruals Treatment

2017 2018 2019 20202021-2040
Income and Expenditure

Income - 200,000.00 200,000.00 100,000.00 -

Expenditure - Dpn - - - - 25,000.00 

Surplus(deficit) - 200,000.00 200,000.00 100,000.00 -

Balance Sheet

Assets

PPE 200,000.00 400,000.00 500,000.00 

Cash/Bank 500,000.00 300,000.00 100,000.00 - -

Liabilities

Deferred Income 500,000.00 300,000.00 100,000.00 0

Accumulated Fund 200,000.00 400,000.00 500,000.00 



Example 2

• Ministry of Agriculture received as a donation from China equipment 
worth $100 000.

• Cash Basis
• No recording is done in the books for this transaction

• Accruals Treatment
• The donation income is recognized and these assets are capitalized onto the 

balance sheets.



Example 3

• Department XYC budgeted $500 000 for staff costs. By end of 
November a total of $480 000 had been spend. Normal December 
salaries bill is $60 000. Management sent out a memo informing staff 
that December salaries will be delayed and paid together with 
January Salaries the following year.



Cash Basis Vs Accrual
Actual Budget Variance Commentary

Staff 
Costs

480 000 500 000 20 000 Cost containment by 
management

Actual Budget Variance Commentary

Staff 
Costs

540 000 500 000 (40 000) xxxx



Infrastructure Assets
IPSAS 17&21 



Case Study

Tafunga started a project of building the Mungezi Bridge five years ago and finally completed in June 
2016. The bridge was commissioned on 1 July 2016. The council  spent $500 000 to construct the 
bridge over the past 5 years. Unfortunately the side rails of the bridge were swept away due to 
excessive flooding in December 2016. Council estimate that it will costs them $70 000 to redo the 
rails. Engineers expected that the bridge would be usable by the public for a period of 30 years 
before it can be demolished.

Q. Should Tafunga recognise:

1. An asset for the bridge

2. Impair the damage?

3. Recognise of $70,000?

4. What are the audit risks



Infrastructure Assets 
(IPSAS 17 & 21)
Definition: 

Infrastructure assets are long-lived capital assets that normally are 
stationary in nature and can normally be preserved for a significantly 
greater number of years than most capital assets.

Examples: roads, bridges, tunnels, drainage systems, water and sewer 
systems, dams



Capitalisation vs Expensing

Cost towards infrastructural developments are only capitalised if they meet 
definition of an asset. 

Thus prove:

Resource - YES( bridge is a resource that can be used by Tafunga to 
provide a service to citizens), 

Control - Tafunga can decide to prohibit vehicles weighing more than ten 
tonnes from using the bridge.

Past Event – constructing the bridge

Future economic benefit/service potential – use of the bridge by the 
public



Depreciating an Infrastructural Asset

The useful life of an asset is based terms of the asset’s expected 
utility and service potential .

Infrastructural Assets often cannot be disposed to another party, 
thus hardly have any residual values.

The bridge can thus be depreciated over 30 years.



Impairment of Infrastructural Assets

An impairment loss of a non-cash-generating asset is the amount by which 
the carrying amount of an asset exceeds its recoverable service potential. 

Eg When roads develop potholes, this can reduce the service potential of the 
road, thus being an indicator of impairment. Care must however be taken 
over the valuation as most of these assets are non cash generating assets 
and service potential can also be difficult to measure reliably. 

Apply IPSAS 21 



Heritage Assets



Case Study

In 2016, the engineers of Tafunga performed a survey to peg new stands in its jurisdiction. Whilst in 
the process, the engineers discovered ruins of the Great Chief Chaminuka’s homestead. Inside the 
ruins are several war spears and Shields that have a face believed to be his, engraved on them. The 
town clerk believe this place reflects the past of this nation and the place should be preserved. 
Project Chaminuka has therefore been started to fence the area, upgrade it and put a CCTV security 
system. The place will then be opened for the public to visit at a fee of $2.

The finance team has debated over the accounting for the ruins. Major questions raised were:

1. Upon discovery of the ruins, what journals should be processed.

2. The value of the ruins to the public is its original state, renovating the place will make it 
artificial and reduce its attractiveness. Is the renovation, therefore not an impairment 
indicator?

3. How should the security, fencing and renovation cost be accounted for.

4. What are the subsequent accounting implications.    

5. What are the audit issues?    



Heritage Assets

Heritage assets: are described as such because of their cultural, 
environmental or historical significance (IPSAS 17 paragraph 9). 

Examples: historical buildings and monuments, archaeological sites, 
conservation areas and nature reserves, and works of art.



Recognition

IPSAS does not require an entity to recognize heritage assets that would 
otherwise meet the definition of, and recognition criteria for, property, plant 
and equipment. 

If an entity does recognize heritage assets, it must apply the disclosure 
requirements of (IPSAS 17 par 88,89,92). 

Some heritage assets have service potential other than their heritage value, 
for example, an historic building being used for office accommodation. In 
these cases, they may be recognized and measured on the same basis as 
other items of property, plant and equipment. 



Project Chaminuka Considerations

1. Coming up with a reliable value for the ruins maybe difficult for Tafunga
especially as this is a unique asset. Its best for Tafunga to choose not to 
recognise the ruins, spears and shields but just maintain a register of 
these assets.

2. The fencing and security upgrades of the place are definitely cost 
incurred to obtain resources that will be used for more than 12 months, 
Then can control them and the place will be safe for exploring, thus 
creating a service potential. These can therefore be capitalised and 
depreciated as separate components since there cost are reliably 
measured.

3. Upgrades are actually creating a service potential that did not exist as 
the place would be a health hazard in its current state. There is therefore 
no impairment to consider on day 1. Despite, the ruins would not have 
been accounted for. 



Non Exchange Transactions
(IPSAS 23)



Case Study

In the year 2016, Tafunga received land granted by the government at no 
consideration, to enable Tafunga to develop a park in Ngezi. A similar piece 
of land in the area will cost $75 000 to purchase. Tafunga then incurred a 
further $25 000 in laying pavements and putting trees in the park. 

Tafunga however encountered financial constraints after laying the 
pavement. To raise funds, Tafunga started using the place as a parking area 
charging $1/hr. The cost directly associated with operating  the car park is $2 
000 per month.

What are the accounting issues?

What are the audit issues?



Accounting for Non Exchange Transactions

A non-exchange transactions takes place when one entity either 
receives value from another entity without directly giving 
approximately equal value in exchange, or gives value to another entity 
without directly receiving approximately equal value in exchange.

Eg Levies received, road facilities etc

The land donated by the government to Tafunga is therefore a non 
exchange transaction.



Measurement

• Where an asset is acquired through a non-exchange transaction, its 
cost shall be measured at its fair value as at the date of acquisition.

• Dr Land 75 000
• Cr Grant Income 75 000



Case Study

A multi donor grant was signed in the current year for $250 000 for the 
construction of a clinic in ward 10. The funds cannot be used for any other 
purposes besides building the clinic. In the event of breach of this 
arrangement, Tafunga will be asked to pay a fine of $ 70 000 for breach of 
the contract. As at year end, $150 000 had been received and $100 000 had 
been expended on the clinic which is now at roof level. The council 
accountant estimates that it would require an additional $200 000 to 
complete the project and the donors have not yet committed to funding the 
shortfall. The donors have also pledged $ 70 000 to Tafunga towards building 
a pharmacy next to the clinic. The money has not yet been received.

Q1. Identify accounting issues

Q2. what are the audit issues?



Stipulation

Sometimes, non exchange transactions may have stipulations 
mentioned in the exchange contract.

Stipulations are terms, or a binding arrangement, imposed upon the 
use of a transferred asset by entities external to the reporting entity.

Stipulations can either be:

Conditions ,or

Restrictions

Apply to Case: The donor fund for building the clinic has stipulations of 
using the funds towards building the clinic.



Conditions (par 55)

Conditions requires receiving entity to meet terms or otherwise 
return the future economic benefits or service potential to the 
transferor in the event that the conditions are breached.

The recipient has a present obligation to return economic benefits or 
service potential. 

Therefore, when a recipient initially recognizes an asset that is subject 
to a condition, the recipient also incurs a liability that will be 
recognized in accordance with paragraph 50..



Restrictions

• Restrictions do not require assets, or other future economic benefits 
or service potential, is to be returned to the transferor if the asset is 
not deployed as specified. 

• Where a recipient is in breach of a restriction, the transferor, or 
another party, may have the option of seeking a penalty against the 
recipient. It is only at this point that a liability can arise.





Pledges

Pledges are unenforceable undertakings to transfer assets to the 
recipient entity.

Pledges do not meet the definition of an asset, because the 
recipient entity has no rights to the promised assets.



Apply to Case

Since the stipulation does not require the money to be returned or 
the clinic to be take away by the donors, the stipulation is not a 
condition, thus does not result in any liability on date of receiving the 
donor fund.

The grant will therefore be accounted for upon receipt as Tafunga has 
no enforceable rights to the unpaid amount.

The pledge for the Pharmacy is also not contractually or legally 
binding, thus will not be accounted for until the money is received.



None Exchange – Revenue IPSAS 23



Case Study

Tafunga levies a tax of 0.1% of the assessed value of all property within 
its jurisdiction. The tax is levied on the last day of each month, with 
payment due within 30 days. If unpaid on that date, property owners 
incur penalty interest rate payments of 3% per month of the amount 
outstanding.

The levies law permits Tafunga to seize and sell a property to collect 
outstanding levies.

What are the accounting issues?

What are the audit issues?



Non exchange Revenue (IPSAS 23)

Taxes and levies are the major source of revenue for public sector 
entities.

• Revenue from non-exchange transactions shall be measured at the 
amount of the increase in net assets recognized by the entity.

• If an entity receives resources prior to the existence of a binding 
transfer arrangement, it recognizes a liability for an advance receipt 
until such time as the arrangement becomes binding.



Timing of Recognition

• Determined by the nature of the conditions and their settlement.

Case Study

Tafunga recognises levies income when the they become due, which is 
the passing of the date on which the levies are enforceable, last day of 
each month. 

Tafunga recognizes penalties income when the breach occurs and the 
penalty becomes legally enforceable, thus where levy is not paid after 
30 days after date they become payable.



Consolidations of entities with different 
reporting frameworks
In 2016, Tafunga council obtained a 100% stake in the shares of Mufaro
beerhall, a separately registered entity. Tafunga is fully compliant with 
IPSAS whilst Mufaro is profit oriented and reports under IFRS. At year 
end, the finance committee has been wondering how to report for the 
Tafunga Group in full compliance to IPSAS, since its subsidiary is not 
reporting under IPSAS.  They have therefore approached you for advise 
and would like you to also comment on the effect had the parent be 
the one being reporting using IFRS and the subsidiary reporting under 
IPSAS. 



Apply Case study

IPSAS is conveniently prepared based on IFRS as a starting point. IPSAS however 
goes an extra mile to consider transactions that only take place in public sector 
entities. IPSAS therefore covers both exchange (IPSAS 9) and none exchange 
transactions (IPSAS 23) as well as accounting for cash or non cash generating assets. 

In simple terms, the same basis that Mufaro was prepared on in IFRS will still be 
applicable in IPSAS, thus consolidation can still be possible without adjustments. 

The other scenario, however, where parent is reporting under IFRS and subsidiary is 
under IPSAS is not so common since it is rare to find a private entity that can 
control a public sector entity. The public sector has been deliberately protected 
from being owned by private entities to enable service provision to take place.



First Time Adoption of Accrual Basis IPSAS 
IPSAS 33



IPSAS 33

Issued in January 2015

Effective 1 January 2017

Supersedes IPSAS 15 



Why IPSAS 33

Most public sector entities are currently reporting using:

1. A cash basis or

2. An accrual basis under another reporting framework eg IFRS

IPSAS  33 addresses how to shift from the above to a full IPSAS on 
accruals basis and what exemptions an entity can choose to elect.



Exemptions affect fair presentation and compliance 
with IPSASs

3 year transitional relief period for recognition and measurement of 
specific assets and/or liabilities. (ends in Dec 2017)

Three year relief for the recognition and measurement of non-exchange 
revenue. (ends in Dec 2017)

Three year relief for the recognition and measurement of investments in 
other entities. (ends in Dec 2017)

Three year relief for the elimination of balances, transactions, revenues 
and expenses between entities. (ends in Dec 2017)

Three year relief for the disclosure of information about related party 
relationships, transactions and key management personnel. (ends in Dec 
2017)



Exemptions that do not affect fair presentation and 
compliance

Using deemed cost to measure assets and liabilities

Comparative information not required, but present opening 
statement of financial position 

Segment reporting not required



Disclosures during transition period

Explanation of transition to IPSASs

Reconciliations 

Disclosures where deemed cost is used 

Exemptions from disclosures in IPSASs



What should Entities Consider

Has entity started building models for the recognition of the different 
types of incomes

Is cost information for assets available

Are systems well enough to provide information for segments

Is data for adjustment of comparative information available





Thank You


