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PEMPAL Treasury CoP 

Montenegro November 2014 

 Macro-Fiscal Role focused on fiscal transparency rather 

than more disaggregated public sector decision making 

(or political accountability) 

 Consolidates audited accounts of 3,800 public sector 

organizations 

 Based on IFRS 

 Independently audited and scrutinized by PAC 

 2012-2013 (UK year end 31 March) is fourth year of 

publishing WGAs 
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 Comprehensive picture of government assets and liabilities  

 Insights into potential over-optimism about fiscal performance and 

economy’s heavy exposure to the global financial crisis  

 Focus on public asset base aids property management and control of off-

balance sheet Private Finance contracts 

 Monitors contingent liabilities to assess potential spending risks  

 Used by Office of Budget Responsibility in preparing Fiscal Sustainability 

Report 

 May institutionalize some protection against accounting arbitrage that 

distorts policy choices and fiscal reporting 

Year  Published (or Target) 

2011-12 July 2013 

2012-13 June 2014 

2013-14 March 2015 (Target) 

2014-15 December 2015 (Target) 



3 

Fiscal Measures  Accounting Measure 

Current Deficit Net Expenditure 

Current deficit v Net expenditure 

Income – measurement same 

Expenditure – WGA includes asset impairments and pension charges related to 

public service pension liabilities.   

Net expenditure fluctuates and not appropriate for making fiscal policy 

decisions, however does offer new insights into long term sustainability.    

Public Sector Net Debt (PSND) WGA net liabilities  

Assets – PSND measures government cash and other liquid assets.  WGA 

includes all assets owned by government such as property, plant and 

equipment, and amounts owed to the government from tax and loans. 

Liabilities – PSND measures government’s direct borrowings, but WGA 

includes all amounts owed by government (e.g. pension liabilities and 

provisions for future cash expenditure). 

Net liabilities – has wider scope than PSND (inclusion of fixed assets and 

pension liabilities).  
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A provision is recognized when the following 

three criteria are met; there is a present 

obligation as a result of a past event; it is 

probable that a transfer of economic benefits 

will be required to settle the obligation; and a 

reliable estimate can be made of the obligation.  
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Contingent liability – a possible obligation arising either from past events whose existence will 

be confirmed only by uncertain future events, or a present obligation arising from past events 

which is not recognized because either an outflow of economic benefit is not probable or the 

amount of the obligation can not be reliably measured. 

Contingent asset – possible asset whose existence will be confirmed only by the occurrence of 

one or more uncertain future events not wholly within the control of the entity.     

Both Contingent assets and liabilities are not recognized in Statement of Financial 

Position, but are disclosed in the notes to the accounts.  

Additional notes disclose contingent liabilities (including financial guarantees) for which 

the risk of crystallization is remote (out side the scope of IAS 37 but required by 

Parliament).   
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(1) Disagreement  

 Definition and application of account boundary (conflicts between accounting 

and statistical boundary) – Network Rail; Publicly Owned Banks; Other 

Public Bodies.   

 Inconsistent application of accounting policies – IFRS, Local Govt Code of 

Practice on Local Authority Accounting, “Pure IFRS”, Charities Statement of 

Recommended (accounting) Practice.  (e.g. Highways – CG depreciated 

replacement cost; LG historic cost) 

 Revenue accounting for 3G and 4G licenses 

(2) Disagreement and limitation of scope 

 Accounting records and data sources of 2,823 academies 

 Accuracy of records of the Ministry of Defense and accounting for leases 

(IAS 17) and valuation of assets (inventory and capital spares) 
 
 

Limitation of scope – lack of evidence 

 Material amounts of intra-government balances and 

transactions (potential over-statement of up to GBP 9.1 

million in gross income and expenditure and up to GBP 

3.7 million in gross assets and liabilities). 

 Emphasis of matter – nuclear decommissioning 

provisions   
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Whole of Government Accounts 2012-2013 

https://www.gov.uk/government/publications/whole-of-government-accounts-

2012-to-2013 

Report of the Comptroller and Auditor General – WGA 2012-13 Press 

Release  

http://www.nao.org.uk/press-releases/whole-government-accounts-2012-13-2/ 

Whole of Government Accounts – Guidance to Preparers  

https://www.gov.uk/government/publications/whole-of-government-accounts-

guidance-for-preparers-2012-to-2013 

Government Financial Reporting Manual 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/2

83208/government_financial_reporting_manual_201314.pdf 


