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PREFACE 

 

Going through a plethora of historical stages and unfolding situations since French colonization of 

Cambodia and following decades of chronic wars, the Royal Government of Cambodia re-introduced 

the accounting system in 1993. Starting from these historical phases, Cambodia has adopted an 

accounting system based on French accounting system, and Cambodia’s public accounting system 

has been continuously updated in response to changes in political regimes, economic systems and 

the development of the accounting sector within the international framework, in particular, to 

promote the transparency and reliability of the Royal Government’s financial statements. 

Over the last two decades under peace, Cambodia has maintained a strong and sustainable 

economic growth, reflected by an average annual economic growth rate of around 7 percent, and 

the poverty rate has been rapidly reduced and is expected to subsequently decline. Obviously, 

Cambodia has achieved its status as the lower middle-income country in 2015, and is projected to 

achieve its status as the upper middle-income country by 2030, and high-income country by 2050. 

Within the framework of the public financial management reform program, the Royal Government 

of Cambodia has introduced and implemented “Budget System Reform Strategy 2018-2025”, 

which is the core strategy for setting the direction of Cambodia’s budget system to transform from 

a centralized, input-focused system to a decentralized, output-focused system. To this end, the 

“Strategy on the Implementation of Accrual Basis Public Sector Accounting Standards in 

Cambodia 2021-2031” will be launched and implemented for a period of 10 years. The Royal 

Government has set the year 2031 as a benchmark for Cambodia to make a complete transition 

to the implementation of accrual basis accounting system, in which Cambodia will have a national 

financial reporting framework which can produce transparent, reliable financial information in line 

with the international best practices and the actual context of Cambodia, in particular, to ensure 

the accountability of the Royal Government to the people on the use of resources and provision 

of public services in an effective and efficient way. 

Therefore, the “Strategy on the Implementation of Accrual Basis Public Sector Accounting 

Standards in Cambodia 2021-2031” is another new step of the Royal Government of Cambodia 

regarding the public financial management reform in continuing to improve the financial reporting 

by the Royal Government of Cambodia, aimed at promoting transparency and accountability of 

the public finance. Financial statements in accordance with the accrual basis accounting standards 

will be the solid foundation for the Royal Government of Cambodia to make decisions on the use 

of resources and fulfilment of the government’s obligations in an effective and efficient manner.  

I would like to express my deep appreciation and compliment to His Excellency Akka Bandith 

Sapheachar AUN PORNMONIROTH, Deputy Prime Minister and Minister of Economy and Finance 

and Chairman of the Non-Bank Financial Services Authority, and associates for developing the 

“Strategy on the Implementation of Accrual Basis Public Sector Accounting Standards in 

Cambodia 2021-2031” in a comprehensive and inter-connected way in line with the relevant 

policies and strategies of the Royal Government. 
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Last but not least, I strongly hope that the relevant Line Ministries and similar public entities will 

continue to work with the Ministry of Economy and Finance and the Non-Bank Financial Services 

Authority to implement all the strategic measures set out in the “Strategy on the Implementation 

of Accrual Basis Public Sector Accounting Standards in Cambodia 2021-2031” in an effective, 

proactive, active and responsible manner.  

 

         Phnom Penh, August 30, 2022  

         Prime Minister 

 

 

 

       Samdech Akka Moha Sena Padei Techo HUN SEN 
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PREFACE 

 
Cambodia, under wise, pragmatic leadership and long-term vision of Samdech Akka Moha Sena 

Padei Techo HUN SEN, Prime Minister of the Kingdom of Cambodia, has continued to prosper 

steadily in all sectors, especially over the last two decades. As a matter of fact, in 2015, Cambodia 

became the lower middle-income country and expected to achieve its status as the upper middle- 

income country by 2030, and the high-income country by 2050.  

The transition from the low-income country to the lower middle-income country is the result of 

the introduction and implementation of the Royal Government’s thorough and rightful reform 

policies across all sectors, including the public financial management reform that commenced in 

2004. In support of the public financial reform policy, during the plenary session of the Council of 

Ministers on January 12, 2018, the Royal Government of Cambodia decided to implement the 

“Budget System Reform Strategy 2018-2025”, the strategic document of which heralds the core 

points to the preparation of the financial statements in accordance with modified cash basis from 

2025 onwards. 

“Strategy on the Implementation of Accrual Basis Public Sector Accounting Standards in Cambodia 

2021-2031” is delved into “4 Phases” for the implementation, in which “Phase 1 starting from 

2021 to 2024: Cash Basis”, “Phase 2 from 2025 to 2027: Modified Cash Basis”, “Phase 3 from 

2028 to 2030: Modified Accrual Basis”, and “Phase 4 from 2031 onwards: Accrual Basis”. 

Based on the study of the international public sector accounting standards framework, there are 

02 (two) types of accounting standards: cash basis public sector accounting standards, and accrual 

basis public sector accounting standards, without modified cash basis accounting standards and 

modified accrual basis accounting standards. Under international best practices, there are two 

approaches that countries across the world have chosen to use in the transition from their current 

accounting system to the accrual basis accounting system, the first of which is a complete transition 

at the same time from the implementation of the current accounting system towards the accrual 

basis accounting system (Big Bang Approach), and the second approach is a multi-step transition 

before implementing the accrual basis accounting (Piecemeal Approach). The choice of any 

approach depends on the actual situations of each country, such as the status of the pre-reform 

accounting systems, human resources, information technology systems, laws and regulations, 

political will and the engagement of stakeholders in the reforms. Cambodia has chosen the second 

approach, which is more commensurate with its actual context. 

“Strategy on the Implementation of Accrual Basis Public Sector Accounting Standards in Cambodia 

2021-2031” defines purposes, objectives and guidelines for Cambodia’s public accounting system 

reform towards the enhancement of transparency, accountability and reliability of the financial 

information, going through the processes of transactions recording, measurement, presentation 

of financial information, and disclosure of relevant and necessary information.   



2/2 
 

“Strategy on the Implementation of Accrual Basis Public Sector Accounting Standards in Cambodia 

2021-2031” sets out ambitious goals and anticipates significant risks that may be encountered 

during the implementation phases. However, Cambodia needs to strive to achieve the goals for the 

implementation of accrual basis public sector accounting standards by 2031, in response to the 

actual context of Cambodia in the new phase of national development and to adapt to new trends 

of the implementation of the international accrual basis public sector accounting.  

Taking this opportunity, I would like to express my appreciation to His Excellency NGY TAYI, 

Secretary of State of the Ministry of Economy and Finance, and His Excellency BOU THARIN, 

Director General of the Accounting and Auditing Regulator, as well as their colleagues who have 

worked exceedingly hard to lead and facilitate with all stakeholders in preparing the Strategy on 

the Implementation of Accrual Basis Public Sector Accounting Standards in Cambodia 2021-2031 and 

a detailed action plan for the implementation of Phase 2: Modified Cash Basis to take shape. 

Finally, I would like to express my deepest gratitude and appreciation to Samdech Akka Moha 

Sena Padei Techo HUN SEN, Prime Minister of the Kingdom of Cambodia, for his continued political 

support and key recommendations and directions on the reform works of the Royal Government.  

I sincerely hope that all Line Ministries and similar public entities will continue to actively participate 

in implementing the public financial management reform program, especially the reform of the 

public accounting system in order to accomplish the fruitful results as planned in each phase, and 

the most important cause is to build an accountable, transparent, and reliable public accounting 

system in accordance with the international best practices and the actual context of Cambodia. 

 

Phnom Penh, August 02, 2022  

Deputy Prime Minister and Minister of Economy and 

Finance and Chairman of the Steering Committee of the 

Public Financial Management Reform 

 

 

 

 

Akka Bandith Sapheachar AUN PORNMONIROTH 
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1. Introduction 

 

Over the last two decades, Cambodia's economic growth has remained strong, and in 2015, 

the World Bank (WB) improved the country’s grading to that of a lower middle-income country. 

Even with global economies experiencing economic and financial uncertainties, Cambodia's 

economy remains on a robust, maintaining a high average economic growth rate of about 7.7 

percent per year between 1998 and 2019, which makes Cambodia one of the fastest growing 

economies in the world. 

Cambodia had been under French colonization for 90 years. After Cambodia gained independence 

in 1953, Cambodia fully implemented French accounting system. This accounting system had 

been abandoned since 1975, but was re-introduced in 1993 after the first national election. 

Cambodia's public accounting system has been continuously improved to be in line with the 

growth of Cambodia’s economy, and step by step in compliance with international accounting 

standards. 

In June 2019, Ministry of Economy and Finance introduced the Cash Basis Accounting Standard 

for use in preparing national General-Purpose Financial Statements (GPFS) for Line Ministries 

and capital-provincial departments, as a foundation towards the implementation of Accrual 

Basis Public Sector Accounting Standards in the future.  

Governments worldwide, including Cambodia, are becoming more concerned and pay utmost 

attention to accountability and transparency in disseminating and sharing with the general 

public the financial information, as well as on the efficiency and effectiveness in the use of the 

country’s resources for socio-economic development and the provision of public services to 

the citizens. The cash basis accounting standard has been shown to have many weaknesses 

that does not meet the requirements for necessary financial information, as transactions are 

only recognised when cash is physically received or paid, taking no account of the timing of the 

corresponding economic transactions, or of the term benefits of the transactions. The limits of 

cash basis accounting have been shown to obscure the real financial position of the governments, 

and may negatively affect the financial analysis and decision-making of the governments, 

investors and other relevant stakeholders. 

Currently, the use of financial statements under cash basis accounting in the public sector has 

been increasing, but the governments of many countries have started to recognize shortcomings 

of cash basis accounting, especially after the global financial crisis in the last few years which 

has been affecting many countries around the world, while cash basis accounting has not 

provided comprehensive information on the financial position in the public sector yet. 

In response to the shortcomings of cash basis accounting, the implementation of Accrual Basis 

International Public Sector Accounting Standards is growing rapidly around the world. In fact, 

many European countries, including some countries in Southeast Asia, have also started to 

implement the Accrual Basis IPSAS for the public sector. The shift from cash basis accounting 

to accrual basis accounting can be attributed to a number of factors, including: 1) recognition 

of the limits of pure cash basis accounting; 2) development of Accrual Basis International Public 
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Sector Accounting Standards (IPSAS) for government financial reporting; 3) professionalization 

of the government accounting cadre and the introduction of private sector techniques into the 

public sector; and 4) the advent of computerized financial management information system 

(FMIS) which greatly reduces transaction costs of collecting and consolidating accrual-based 

information. 

At the same time, cash basis accounting has been found to have gaps in transparency, honesty 

and government financial accountability. Under cash basis accounting, transactions are recognized 

only when cash is received or paid, and economic transactions are not reported if there is no 

immediate exchange of cash. In addition, the implementation of cash basis accounting does 

not allow the government to maintain comprehensive, complete and timely records of the 

value of assets and liabilities. 

The implementation of accrual basis accounting has come to be associated with four related 

innovations in public accounting over the last several decades, such as: 1) the recognition of 

economic events at the time at which they occur, as well as when the related cash receipts and 

cash payments are exchanged; 2) the recording of all the government assets and liabilities in 

balance sheets; 3) enhanced monitoring of liabilities and contingent liabilities; and 4) the 

consolidation of all entities under government control. 

Through international best practice experience, the implementation of Accrual Basis International 

Public Sector Accounting Standards provides a number of benefits, such as: 1) accrual-based 

financial statements provide a more comprehensive view of the government’s financial 

performance and the cost of government activities by capturing both cash transactions and 

non-cash transactions in the financial statements; 2) help the government as a policymaker 

and the public focus greater attention on the acquisition, proposal and management of the 

government assets, liabilities and contingent liabilities; 3) provide a more complete picture of 

the government financial position by including all the entities under the government control; 

4) improve transparency, accountability, reliability and integrity of the government financial 

data; 5) improve the government’s decision-making; and 6) enhance efficiency and effectiveness 

of financial reporting; and 7) strengthen international comparability of  the government financial 

statements. 

However, international practices have also faced various challenges in the implementation of 

the accrual basis accounting, such as: 1) a short timeframe to be ready for the transition from 

cash basis accounting to accrual basis accounting; 2) lack of quality and sufficient data to 

determine the opening balance; 3) integration between the implementation of accrual basis 

accounting standards with other information technology systems; 4) amendments to the 

necessary laws and regulations to implement the accrual basis accounting; 5) difficulties in 

evaluating certain types of assets; 6) lack of professional accountants and bookkeepers in the 

public sector; 7) trainings for professional accountants and bookkeepers; and 8) capability of 

the information technology systems in the public financial management. 

Moving toward the implementation of the International Public Sector Accounting Standards 

(IPSAS) and accrual basis accounting which has been used in the private sector for many years, 
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the Royal Government of Cambodia has been developing a sophisticated computerised 

Financial Management Information System (FMIS), and working on improving competencies 

of the government accounting staff in order to move to the implementation of accrual basis 

accounting in compliance with IPSAS. In addition, the data and financial information generated 

from FMIS based on cash basis accounting that the Royal Government is currently using, have 

been improving the financial statements and other related reports for users of the financial 

statements, and also a necessary foundation for the Royal Government to move towards the 

implementation of accrual basis accounting. Getting hold of the data and financial information 

in accordance with accrual basis accounting will significantly contribute to more transparent, 

efficient and effective public financial management of the Royal Government. 

Characteristics of Cash Basis Accounting and Accrual Basis Accounting  

Accrual basis accounting is an accounting method in which revenues or expenses are recorded 

when transactions occur, rather than when cash is received or paid. This accounting method 

follows Matching Principle, which means the relevant revenues and expenses are recognized 

in the same period. 

Accrual basis accounting allows accountants to: 

• account for revenues and expenses as they are incurred, rather than when revenues 

are received, and payments are paid.  

• present and use three main financial statements, such as: Statement of Financial 

Performance, Statement of Financial Position and Statement of Cash Flows, while there 

is only one main statement in cash basis accounting: the Statement of Cash Receipts 

and Payments.  

• prepare opening balances of the assets and liabilities accounts as a necessary part of 

the Statement of Financial Position.  

• process transactions in a different way and at a different time.  

Cash Basis Accounting Accrual Basis Accounting 

Simple, easy and quick  Complicated, but widely used 

Revenues and expenses are recorded           

when cash is received and paid 

Revenues and expenses are recorded           

when they occur 

No record of accounts receivable and accounts 

payable 

record accounts receivable and accounts 

payable 

Show actual cash balances of the entity Show actual profit or loss of the entity in 

specific accounting periods 

The financial statements do not show the 

actual financial position of the entity because 

total revenues and expenses are not shown in 

the accounting records. 

The financial statements reflect the actual 

position of the entity's operations because 

actual revenues and expenses are shown in the 

specific accounting periods, and revenues and 

expenses clearly match. 
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2. Vision, Purpose, Objective and Scope 

 

2.1.  Vision 

From 2031 onwards, the Royal Government will have a national financial reporting framework 

that can produce transparent and reliable financial information in line with the international 

best practices and actual context of Cambodia, providing benefits to the public and relevant 

stakeholders, to be the basis for decision making and to ensure the efficiency and effectiveness 

of the use of the government resources and the provision of public services to the citizens. 

2.2.  Purpose 

This strategy is intended to ensure the efficiency and effectiveness of the implementation of the 

financial reporting framework and accrual basis public sector accounting standards in Cambodia.  

2.3.  Objective 

This strategy aims to prepare, approve, and implement accrual basis public sector accounting 

standards of the Royal Government of Cambodia, in accordance with the International Public 

Sector Accounting Standards (IPSAS) and actual context of Cambodia from 2031 onwards. 

2.4.  Scope 

This strategy is to be applied by Line Ministries of the national administrations, capital-provincial 

departments and similar public entities. 

This strategy does not cover sub-national administrations, public administration entities and 

state-owned enterprises. 
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3. Progress of the Reform to Date 

 

3.1.  Reform Background 

The Royal Government of Cambodia launched the Public Financial Management Reform 

Program (PFMRP) in 2004 with the objective of transforming the public financial management 

(PFM) system of Cambodia step by step to meet the best international practices. This PFMRP 

has been designed as a comprehensive long-term undertaking and sequenced in four stages 

to build on four platforms from the ground up. The first stage (2005-2008) of the reform 

focused on building the foundation of the first platform on budget credibility. The second stage 

(2009-2015) laid out the foundation of the second platform on financial accountability, while 

further enhancing the first platform and preparing for the third platform. The third stage 

(2016-2022) is focusing on the third platform, establishing budget-policy linkage, while 

strengthening the first two platforms and paving the way for the fourth platform. The last stage 

(2023-2027) is expected to focus on the fourth platform of the public financial management 

reform program, enhancing the performance accountability, while further strengthening the 

three previous platforms. 

The Royal Government of Cambodia has established a Steering Committee of the Public Financial 

Management Reform which is chaired by Minister of Economy and Finance (MEF), in charge of 

formulating, implementing and monitoring the implementation of the PFMRP. This Steering 

Committee has a permanent General Secretariat responsible for coordinating the implementation 

of the entire reforms program, and each Line Ministry (LM) has a PFM Working Group, chaired 

by a Secretary of State or Under-Secretary of State, to oversee the reforms under their respective 

mandates. The implementation of the reforms program is guided by a Consolidated Action Plan 

(CAP) for each stage. The review of the CAP is carried out annually by the General Secretariat, 

Steering Committee of the Public Financial Management Reform and discussed among the Line 

Ministries and all stakeholders. CAP-1 and CAP-2 of the PFMRP have been successfully completed. 

Assessment of the PFM systems based on the Public Expenditure and Financial Accountability 

(PEFA) Performance Measurement Framework was carried out in 2015 by MEF, IMF Regional 

PFM Advisors and other senior external consultants. Results of this assessment have formed 

main basis for the preparation of CAP-3 which was officially launched at the beginning of 2016.  

3.2.  Cash Basis Public Sector Accounting Standard Implementation 

Pursuant to the Royal Code No. NS/RKM/0416/006 dated 11 April 2016 promulgating the Law 

on Accounting and Auditing, accounting standards, including accounting standards for public 

institutions, shall be decided by the Prakas of Minister of Economy and Finance, at the request 

of Chairman of the National Accounting Council. 

The Ministry of Economy and Finance has officially announced the implementation of the 

Prakas No. 545 MEF.PrK dated 06 June 2019, on the implementation of Cash Basis Cambodian 

Public Sector Accounting Standard. Cash Basis Cambodian Public Sector Accounting Standard 

(Cash Basis CPSAS) has been fully adopted from Cash Basis International Public Sector Accounting 

Standard (Cash Basis IPSAS). However, the General Department of National Treasury (GDNT) 
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of the Ministry of Economy and Finance has been studying and preparing financial statements 

using the Cash Basis IPSAS since 2016. The financial statements prepared by the GDNT have 

been reviewed and advised by international experts from World Bank (WB) and International 

Monetary Fund (IMF). Generally, the annual financial statements should be published within 

six-month timeframe from the reporting date as set out by the IPSAS. The implementation of 

Cash Basis CPSAS is mostly based on the following two separate conditions: 

i. The availability of reliable and accurate data; and  

ii. The availability of national financial data under the scope of the PFM reforms. 

Since 2016, General-Purpose Financial Statements (GPFS) of the Royal Government of Cambodia 

(RGoC) contain the Statement of Cash Receipts and Payments, as required by Cash Basis CPSAS. 

This statement shows actual cash receipts and cash payments relating to the operations of the 

RGoC, and reflects economic classifications similar to national budget. Additionally, the GPFS 

also present: 

• Statement of Cash Flows for the National Administrations; and 

• Comparison of Budget and Actual Amounts for Budget Income and Budget Expenditure. 

With technical support from the international experts and technical team of the Accounting 

and Auditing Regulator (former National Accounting Council), the financial statements prepared 

by the GDNT as a public accountant are appreciably improving each year in terms of the 

classification of receipts and payments, presentation of financial information, and disclosures 

in compliance with IPSAS. The Cash Basis CPSAS is completely the same as the Cash Basis IPSAS. 

However, public accountant is not yet able to prepare the financial statements in accordance 

with all the requirements in the standard due to some factors, such as: legal frameworks, IT 

systems and human resources. 

Training on the Cash Basis CPSAS is being rolled out by the ACAR trainers to officers of the 

GDNT on a planned and progressive basis, and preparation of the training plans for all relevant 

officers of the Royal Government to receive training on this accounting standard, as necessary.  

3.3.  Legal and Regulatory Reform 

The Royal Government of Cambodia has been reviewing the relevant laws and regulations 

related to the public financial management, and currently the GDNT is implementing the cash 

basis public sector accounting standard in accordance with the Prakas No. 545 MEF.PrK dated 

06 June 2019. Both during the preparation and implementation of the accrual basis accounting, 

the Royal Government of Cambodia, through the Ministry of Economy and Finance, shall amend 

laws and some relevant regulations, including the determination of specific transitional period, 

to provide sufficient time for the implementation of accrual basis accounting standards as part 

of the successful public accounting reform. 

At the same time, the Royal Government of Cambodia has been preparing a new draft law on 

public finance system, and this new law will serve as a main law to provide a basis to ensure 

the progression towards the implementation of accrual basis accounting in the future. This new 

law is expected to be submitted to the Council of Ministers for approval in the third quarter of 

2022, and submitted to the National Assembly for review and approval in the fourth quarter 

of 2022 or 2023. 
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3.4.  Financial Management Information System (FMIS) Implementation  

To date, FMIS has been deployed in the General Departments and Units of the Ministry of 

Economy and Finance, 37 Line Ministries (including Fully Delegated Budget Units at the Central 

Level), 25 Capital-Provincial Treasuries, 25 Departments of Economy and Finance, and 25 

Capital-Provincial Administrations. At the same time, two new functions, the budget planning 

function and full procurement function, have been developed and officially launched for the 

implementation in 2022, and within those, 11 Line Ministries will be introduced to the budget 

planning function, and all mid-level Line Ministries will be operational for full procurement 

function. The Capital-Provincial Treasuries are recording all transactions for Communes/Sangkats 

and some transactions for Municipalities/Districts, as well as handling deposit accounts of the 

sub-national administrations (in charge of recording all sub-national revenues, bank reconciliation, 

and all sub-national payments). 

In addition, financial statements and many monitoring reports, including cash-based financial 

statements and some settlement law reports, have been prepared and produced by FMIS for 

management and users. At the same time, the GDNT and relevant general departments must 

continue to strengthen and ensure the accuracy of the preparation of the financial statements 

in accordance with the requirements of laws and effective regulations and in accordance with 

the accrual basis accounting in the future. The FMIS is configured for accrual basis accounting, 

but business processes in place in the Royal Government do not yet support the preparation 

of the accrual basis financial statements. In fact, the management and implementation of the 

Treasury Single Account (TSA) is not yet fully functional. Cash transfers (advances) continue to 

be made to bank accounts controlled by the Line Ministries and sub-national administrations, 

which the payments are made directly to suppliers through the bank accounts or directly by 

cash, and corresponding accounting entries mostly are made ex post by GDNT.  

The FMIS also interfaces the data with external systems to obtain complete data and facilitate 

various payment transactions, including banking systems, Automated System for Customs Data 

(ASYCUDA), Debt Management and Financial Analysis System (DMFAS), Tax Income Management 

System (TAX), Non-Tax Revenue Management Information System (NRMIS) and Payroll 

Information System (PRIS). In 2023, the State Asset Regulatory and Management Information 

System (SARMIS), initiated by the General Department of State Property and Non-Tax Revenue, 

will be scheduled to be interfaced with the FMIS. 

At the same time, the seven budget classifications have been prepared and implemented in 

the FMIS – Administrative, Geography, Economic, Program, Function, Project Reference, and 

Source of Fund. These classifications are generally well designed, but some works remain to 

be done in rationalising the Economic Code and Program Segments to make them more 

intuitive and easier to follow, as well as to disseminate and enhance further on quality of the 

implementation to be more efficient and obtain full information. 

Additionally, Business Process Streamline through the FMIS has been developed and is being 

implemented in stages and based on the risk levels of operations of Line Ministries at the 

national administrations in order to minimize or completely reduce business processes and 

paperwork with no added-value and outside of the FMIS, by transforming current business 

processes into a new digital business process streamline by using the FMIS to its full potential 

and supporting the government’s vision to turn into a digital government. 
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4. Public Accounting Reform Direction 

 

4.1. Development of Accrual Basis Public Sector Accounting Standards 

The Accounting and Auditing Regulator will review, study and develop accrual basis accounting 

standards based on International Public Sector Accounting Standards (IPSAS) as a foundation 

and may use other countries’ accounting standards as a basis for comparison. 

As of 30 June 2021, there are up to 35 IPSAS standards which will need to be adopted and/or 

adapted in accordance with the context of Cambodia and translated into Khmer language to 

make them the public sector accounting standards for Cambodia. The study, research and 

development of the accounting standards by International Public Sector Accounting Standards 

Board (IPSASB) is a continuous process driven by public needs, so IPSASB may issue additional 

accounting standards or issue new accounting standards to replace the existing accounting 

standards after this strategy is officially launched for implementation. Therefore, the Accounting 

and Auditing Regulator must regularly monitor such developments to ensure that any newly 

issued accounting standards are considered for adoption according to the context of Cambodia.  

The development of the public sector accounting standards will entail considerable analysis on 

the needs, preparation and implementation of the accounting standards by relevant 

stakeholders, such as ACAR, GDNT, National Audit Authority (NAA), Line Ministries and similar 

public entities – see Chapter 6: Project Management. The Royal Government may receive 

feedback and technical assistance from the development partners to support processes for the 

development and implementation of the accounting standards for public sector in Cambodia.  

4.2. Capacity Building, Change Management and Communications  

The Accounting and Auditing Regulator is a Regulatory Body of the Accountancy, in charge of 

regulating and developing the accounting and auditing sector and profession in the Kingdom 

of Cambodia with primary mission in setting up accounting and auditing standards, proposing 

regulations and rules for regulating the accounting and auditing sector and profession, 

monitoring, reviewing and evaluating the implementation of laws, regulations and standards, 

and provide, renew, suspend and withdraw professional licenses of the accounting and auditing. 

The Kampuchea Institute of Certified Public Accountants and Auditors (KICPAA) is the only 

National Professional Body of the Accountancy in Cambodia, which was established by the Law 

on Accounting and Auditing with the purpose of protecting the public interest and the interest 

of the profession, governing its members through professional capacity development and 

enforcing compliance with the auditing and assurance standards, code of ethics, rules and 

regulations. The KICPAA is responsible for member registration and management, and currently, 

is concentrating on developing the accounting and auditing skills in private sector through 

professional accounting education programs, while the Accounting and Auditing Regulator has 

been putting the efforts into the public sector for its training activities on the Cash Basis CPSAS 

to officials of the public institutions, especially officials of the GDNT. Both bodies must continue 

their efforts to ensure that human resource training activities in the public accounting sector 

are as successful as expected.  
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Cambodia still has a shortage of accounting professionals, both at the level of accounting 

technicians and professional accountants, and this shortage is a main challenge that requires 

serious attention and needs to be addressed strategically as soon as possible. Currently, the 

Royal Government has few qualified professional accountants working in the public sector, and 

business processes currently adopted also do not support the complexity of the government 

accounting. Moreover, the Royal Government clearly understands that the involvement of the 

accounting in the implementation of the FMIS will significantly reduce the risks of preparing 

accurate and consistent financial statements. The Royal Government has identified and adopted 

an aggressive and rigorous approaches to the acquisition of the officials with the required 

knowledge and skills. 

The implementation of accrual basis accounting standards will lead to substantial changes to 

the accounting, reporting and auditing. Changes will affect the current accounting functions 

and business processes of the Line Ministries and relevant stakeholders; therefore, the Royal 

Government will prepare policies, structures, business processes, as well as strengthen and 

expand the capabilities of the FMIS and other supporting IT systems for the public financial 

management. 

The implementation of the public sector accounting standards will require a change management, 

capacity building and communications program for the accounting and bookkeeping staff 

within the Line Ministries and relevant units of the Royal Government of Cambodia. The 

coordination and management of such programs require dedicated staff on a full-time basis at 

the start of the implementation and during each roll-out phase. The Ministry of Economy and 

Finance will engage specialist resources to support the preparation of the capacity building 

and change management programs towards the implementation of Cambodian Public Sector 

Accounting Standards. The change management effort will include a Help Desk for all Line 

Ministries and similar public entities, operated by the ACAR with assistance from the GDNT 

and other units, if necessary. The Royal Government also welcomes any development partners 

who wish to assist in Technical Assistance (TA) and financial support. 

Communications and coordination between the Line Ministries and relevant units in the 

implementation of the public sector accounting standards is a necessary mechanism to be 

established. The implementation of public sector accounting standards requires detailed and 

careful planning and clear implementation approaches for Line Ministries and similar public 

entities, as well as other relevant stakeholders. Through capacity building programs, preparation 

of change management mechanisms, and communications between the Line Ministries and 

similar public entities, the Royal Government is confident that the implementation of the 

transition plan towards the accrual basis accounting will be as successful as expected. 

4.3. Preparation of Opening Balances of Fixed Assets and Loans  

 4.3.1. Fixed Assets  

The General Department of State Property and Non-Tax Revenue has responsibilities for the 

inventory of all non-financial assets of the government. For ease, the General Department of 

State Property and Non-Tax Revenue has categorised the non-financial assets as follows: 
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1. Land and Buildings 

2. Technical and industrial equipment  

3. Vehicles and machinery 

4. Fixtures and fittings, and furniture 

5. Other state properties. 

The General Department of State Property and Non-Tax Revenue shall conduct a series of 

workshops covering all Line Ministries and similar public entities which control the data of all 

state assets. The General Department of State Property and Non-Tax Revenue has prepared a 

template to record all relevant data for each asset and type of asset. Data of such fixed assets 

includes historical cost (as established by invoice or other evidence), current use valuation (as 

provided by professional valuation), or replacement cost (as established by the market), 

current use, current location of the assets and other relevant data for accounting and recording 

purposes.   

The General Department of State Property and Non-Tax Revenue will enter the data into the 

State Asset Regulatory Management Information System (SARMIS) and prepare a first draft 

fixed asset inventory. This inventory will be manually updated for additions and disposals and 

other changes in valuation or location until 2023 or 2024, whereupon the system will go online 

and be interfaced with the FMIS. 

Plans to validate the completeness, accuracy and quality of the fixed assets data that the Line 

Ministries and similar public entities shall provide to the General Department of State Property 

and Non-Tax Revenue have not yet been put in place, except the state-owned enterprises. The 

preparation of these plans shall be engaged with internal audit units of the Line Ministries and 

similar public entities, as well as to be discussed with the National Audit Authority (NAA) before 

the data is used to form part of the opening balances in accordance with the accrual basis 

accounting. In addition, the GDNT shall continue to engage and support the General 

Department of State Property and Non-Tax Revenue in preparing fixed assets data for the purpose 

of crosschecking and validating based on existing accounting records, and verifying with other 

units of the government (e.g., vehicle registration and land registry departments). 

Additionally, the General Department of State Property and Non-Tax Revenue may seek fixed 

asset management experts to assist in the development and implementation of a risk 

management strategy for fixed assets in the future, if necessary. 

These and other actions relating to the development and implementation of accrual basis 

public sector accounting standards shall be considered for inclusion in CAP-4.  

 4.3.2. Loans 

Currently, entities funded by the development partners must prepare the financial statements 

under cash basis and submit to the General Department of International Cooperation and Debt 

Management and the GDNT. However, the 6th Generation Debt Management and Financial 

Analysis System (DMFAS) may be fully supportive for the implementation of the accrual basis 

accounting, and reports on loans under accrual basis accounting are prepared and reported 

regularly to the management of the Ministry of Economy and Finance and the Royal Government. 
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DMFAS can also be readily interfaced with the FMIS, which is an important step towards the 

accrual basis accounting and determination of the opening balances. 

4.4. Phased Implementation of Public Sector Accounting Standards 

 

  

 

 

For all phases, public accountant shall ensure that minimum performance requirements are 

met before moving on to the next phase. For example, before moving to Phase 2: Modified 

Cash Basis, public accountant shall confirm that 90% of all participating government entities 

by budget allocation and number, are fully compliant with Cash Basis CPSAS and use FMIS.  

Additionally, the adoption of the transition exemptions as defined under IPSAS 33 will impact 

compliance level of the financial statements in accordance with IPSAS. Therefore, the Ministry 

of Economy and Finance will make careful and thorough decisions based on actual circumstances 

and comprehensive information for the implementation of the transition exemptions, while 

moving to the accrual basis accounting. 

The following charts show the timelines for each phase and the corresponding standards to be 

implemented based on IPSAS: 

4.4.1. Phase 1: Cash Basis 

2019-2020 2021 2022 2023 2024 

Implement all 
mandatory 
requirements 
of the CPSAS. 
 
Finalise the 
preparation of 
the accounting 
policies. 

Ensure that financial 
statements of the 
Line Ministries of the 
National 
Administrations and 
similar public entities 
are prepared in 
accordance with the 
Cash Basis CPSAS. 

Prepare financial 
statements fully 
complying with Cash 
Basis CPSAS 

Prepare 
financial 
statements 
fully 
complying 
with Cash 
Basis CPSAS 

Prepare 
financial 
statements 
fully 
complying 
with Cash 
Basis CPSAS 

 Cash Basis 

 Cash Basis 

 Receivables 

 Payables 

 Cash Basis 

 Receivables 

 Payables 

 Financial Assets 

 Financial Liabilities 

Cash Basis 

2019 -2024 

Modified Cash Basis 

2025 -2027 

Modified Accrual Basis 

2028 -2030 

Accrual Basis 

2031 -2033 onwards 

 Cash Basis 

 Receivables 

 Payables 

 Financial Assets 

 Financial Liabilities 

 Non-financial Assets 

Phase 1 Phase 2 Phase 3 Phase 4 
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2019-2020 2021 2022 2023 2024 
Standard to be 
implemented: 
- Cash Basis 

CPSAS 

Standard to be 
implemented: 
- Cash Basis CPSAS 
Standards to be 
proposed: 
- Revenue with 

Performance 
Obligations 

- Revenue without 
Performance 
Obligations 

- Transfer Expenses 

Standards to be 
implemented: 
- Cash Basis CPSAS  
Standards to be 
issued: 
- Revenue with 

Performance 
Obligations 

- Revenue without 
Performance 
Obligations 

- Transfer Expenses 

  

 

4.4.2. Phase 2: Modified Cash Basis  

2025 is the first year that the Royal Government will start implementing Phase 2 after the 

minimum performance requirements for the development of FMIS and accounting capacities 

to move towards the implementation of the accrual basis accounting have been met. Therefore, 

necessary trainings for accountants and bookkeepers will be prepared and provided according 

to the planned action plans. 

2025 2026 2027 

Cash Basis  
Receivables 
Payables 

Cash Basis  
Receivables 
Payables 

Cash Basis  
Receivables 
Payables 

Standards to be implemented in this period: 

Revenue with Performance Obligations 

Revenue without Performance Obligations 

Transfer Expenses 

Events after the Reporting Date 

Related Party Disclosures 

 

4.4.3. Phase 3: Modified Accrual Basis  

2028 2029 2030 

Cash Basis  
Receivables 
Payables 
Financial Assets 
Financial Liabilities 

Cash Basis  
Receivables 
Payables 
Financial Assets 
Financial Liabilities 

Cash Basis  
Receivables 
Payables 
Financial Assets 
Financial Liabilities 

Standards to be implemented in this period: 
Financial Instruments - Presentation 
Financial Instruments - Disclosures 
Investments in Associates and Joint Ventures 
Joint Arrangements 
Disclosure of Interests in Other Entities 
Employee Benefits 
Financial Instruments 

Social Benefits 
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4.4.4. Phase 4: Accrual Basis 

2031 2032 2033 onwards 

Cash Basis  

Receivables 

Payables 

Financial Assets 

Financial Liabilities 

Non-Financial Assets 

Provisions, Contingent Assets 

and Contingent Liabilities 

Reserves and Revaluations 

Cash Basis  

Receivables 

Payables 

Financial Assets 

Financial Liabilities 

Non-Financial Assets 

Provisions, Contingent Assets 

and Contingent Liabilities 

Reserves and Revaluations 

Cash Basis  

Receivables 

Payables 

Financial Assets 

Financial Liabilities 

Non-Financial Assets 

Provisions, Contingent Assets 

and Contingent Liabilities 

Reserves and Revaluations 

Standards to be implemented in this period: 

Presentation of Financial Statements 

Cash Flow Statements 

Accounting Policies, Changes in Accounting Estimates and Errors 

The Effects of Changes in Foreign Exchange Rates 

Borrowing Costs 

Inventories 

Leases 

Investment Property 

Property, Plant and Equipment 

Segment Reporting 

Provisions, Contingent Liabilities, Contingent Assets 

Impairment of Non-Cash Generating Assets 

Disclosure of Financial Information – General Government Sector 

Presentation of Budget Information in the Financial Statements 

Impairment of Cash Generating Assets 

Agriculture 

Intangible Assets 

Service Concession Arrangements – Grantor 

Separate Financial Statements 

Consolidated Financial Statements 

Public Sector Combinations 
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5. Prerequisites to Accrual Basis Implementation 

 

Understanding the government’s operations and the types of transactions which flow through 

each Line Ministry and similar public entity is key to understanding the potential impact of the 

accrual basis accounting. The Ministry of Economy and Finance shall prepare guidance 

documents on the accounting policies and procedures, including the principles and criteria for 

determining the types of accounting transactions, transactions recording, financial reporting, 

and business processes for Line Ministries and similar public entities of the Royal Government. 

Under principle of the accrual basis accounting, the Royal Government can assess the impact 

of the transition to the accrual basis accounting and be able to make decisions on any changes 

in related functions. 

The Royal Government has given full support to this reform. So far, the Royal Government has 

provided support through the implementation of various sections of the public financial 

management reform plans, and the Ministry of Economy and Finance has officially announced 

the implementation of Cash Basis Cambodian Public Sector Accounting Standard, which is the 

first step towards the implementation of accrual basis accounting by 2031. 

Within the framework of technical assistance from Agence Française de Développment (AFD), 

the Ministry of Economy and Finance is drafting a new Law on Public Finance System to replace 

the 2008 Law on Public Finance System. The preparation of this new law is aimed at supporting 

the Royal Government's Public Financial Management Reform Program and other relevant 

reform programs to be in line with the Cambodia's economic growth and international best 

practices. This new draft law will lay the groundwork for a successful transition to accrual basis 

accounting according to the planned timelines. 

Furthermore, the Ministry of Economy and Finance shall prepare a manual to support the 

bookkeeping, proper preparation of the financial statements in accordance with the effective 

regulations and the public sector accounting standards. This manual will also support the 

implementation of accounting functions in the FMIS. 

In order to move towards the implementation of accrual basis accounting, the Royal Government 

has identified three prerequisites as follows: 

5.1. Management Requirements: 

 5.1.1. A Cadre of Skilled Accountants and Bookkeepers  

Currently, a lack of qualified accountants and bookkeepers remains a real challenge for the 

government. The use of the FMIS and chart of accounts requires this cadre of skilled accountants 

and bookkeepers to have considerable skills and experiences, whether the current centralised 

system of accounting at the GDNT or the decentralisation of the financial accounting function 

to the Line Ministries and similar public entities. The Royal Government will undertake large-

scale training programs for accountants and bookkeepers as soon as possible, or acquire these 

skills through service level agreements with private sector skilled accountants, if needed. The 

Royal Government welcomes any development partners who wish to assist in Technical 

Assistance (TA) or financial support on these training programs. The Ministry of Economy and 
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Finance may take into account entering partnership with the educational institutions and 

international accounting bodies, such as the Association of Chartered Certified Accountants 

(ACCA), the Chartered Institute of Public Finance and Accountancy (CIPFA), or the Institute of 

Accounting Technicians (IAT). 

Moreover, Ministry of Economy and Finance, through the National CPA Program Management 

Committee, has been developing a framework and strategy to increase the number of skilled 

accountants in a fast and efficient way. 

 5.1.2. Project Management  

Project management that defines a clear vision will assist the project managers in the steering, 

implementation, performance, communications and coordination, to ensure the achievement 

of the strategy’s objectives as planned.  Highly committed leadership, preparation of detailed 

action plans for the implementation with clear and measurable indicators, as well as necessary 

knowledge and skills from all stakeholders, are critical keys to achieving the ultimate objectives 

of this strategy. Simultaneously, monitoring and reviewing mechanisms, both in terms of 

resources and implementation, will have been set up on a quarterly and annual basis to review 

the progress and address any challenges in order to maintain the transition towards the 

implementation of Cambodia’s accrual basis accounting. 

5.2. Technical Requirements 

 5.2.1. A Well-Functioning FMIS 

A well-functioning FMIS with clear supporting business processes for recording the accounting 

transactions and preparing the financial statements, is a fundamental requirement for the 

implementation of the accrual basis accounting standards.  

More than that, the operations of the FMIS must assist in the preparation of complete, reliable, 

timely and accurate data. Well-designed and efficiently implemented business processes will 

ensure that the FMIS produces data and financial information that conform with the accounting 

standards, in that it is understandable, relevant, and a faithful representation of the financial 

transactions of the Line Ministries and similar public entities, as well as other information 

disclosed in the financial statements. A User Guide on the use of the FMIS will be prepared, 

and shall be regularly updated and maintained. 

 5.2.2. Quality Cash-Basis Financial Statements 

The Ministry of Economy and Finance has introduced the implementation of the cash basis 

public sector accounting standard in June 2019, while the GDNT has been applying this 

accounting standard in preparing the financial statements of the Royal Government of 

Cambodia since 2016. During the implementation of cash basis public sector accounting standard, 

the GDNT should disclose in the Notes to the Financial Statements the optional information that 

is not the mandatory requirements by the cash basis public sector accounting standard in 

preparing the Royal Government’s financial statements. Also, the FMIS has played an essential 

role in facilitating the preparation of fully consolidated financial statements and the stock of 

payment arrears relating to suppliers and third parties at the year end, and to be ready for the 

progression to Phase 2 – Modified Cash Basis. 
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 5.2.3. Chart of Accounts Conducive to Accrual Basis Accounting 

The chart of accounts currently adopted by the Royal Government is a coding system which 

allows all transactions to be classified, recorded and tracked as they make their way through 

the budget and financial management system, ranging from budget preparation, appropriation, 

allocation, commitment, execution, payment, accounting to audit. The chart of accounts 

reflects the complexity of the Royal Government’s budgeting and financial management 

system, and facilitates the budgetary accounting and reporting and the preparation of the 

general-purpose financial statements and statistical reporting in line with the standards. The 

Royal Government has developed the chart of accounts that is conducive to the recording and 

the preparation of the financial statements in accordance with the accrual basis accounting 

standards, but requires to be correctly utilized by skilled accountants and trained bookkeepers. 

5.3. Accounting Requirements  

Each balance sheet item needs to have an opening balance for entering into the first-year 

financial statements. Line Ministries and similar public entities shall ensure that this figure is as 

accurate as possible, supported by evidence, and IPSAS 33: First-time Adoption of Accrual Basis 

IPSASs has granted some leeway to the public accountant in amending these balances as more 

accurate information becomes available. Bank and cash balances will be extracted from the 

cash basis financial statements, so the opening balances and valuations that must be calculated 

and accounted for include:  

Assets Liabilities 

Short term debtors and prepayments Creditors and accruals 

Property, plant and equipment Public debt 

Work in progress on construction contracts Financial leases 

Inventories Contingent liabilities 

Equity investments Employee benefits and obligations 

Intangible assets Social welfare benefits and obligations 
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6. Project Management 

 

The Royal Government has identified four HR and governance elements needed to support the 

successful development and implementation of the Accrual Basis CPSAS Project including: 

1. Leadership and oversight of the project 

2. Assignation of project management responsibilities to the Line Ministries and similar 

public entities, as well as relevant units 

3. Applying learnings and experiences of development and other external partners; and 

4. Provision of incentives to promote the adoption of Accrual Basis Public Sector Accounting 

Standards. 

For the preparation and implementation of Accrual Basis Public Sector Accounting Standards, 

The Accounting and Auditing Regulator is the lead unit, assisted by the GDNT and other General 

Departments or relevant units. Furthermore, feedback and cooperation from the development 

partners in the implementation of Accrual Basis Public Sector Accounting Standards are the 

important and indispensable elements. Currently, cooperation and communications between 

the main development partners in PFM reforms in Cambodia – the European Union (EU), World 

Bank (WB), International Monetary Fund (IMF) and Agence Française de Développment (AfD) 

are well planned and well appreciated by the Royal Government of Cambodia. The involvement 

of the development partners in the reform programs is a useful catalyst that can help solve the 

Line Ministries and similar public entities’ institutional barriers to the successful planning and 

implementation of the Accrual Basis Public Sector Accounting Standards. 

6.1.  Project Management Structure 

The following is the project management structure: 

 

  

 

 

 

 

 

 

 

 

 

Minister of Economy and Finance 

H.E. Minister of Economy and Finance provides strategic direction for the overall PFM Reform, 

especially in relation to the public accounting reform for the Line Ministries and similar public 

entities. H.E. Minister of Economy and Finance will be in charge of approving and putting into 

Accounting Standards Research and 

Setting Team 

Public Sector Accounting Standards 

Technical Committee 

Minister of Economy and Finance/ 

Chairman of Non-Bank Financial 

Services Authority (NBFSA) 

Accounting Standards Training Team 
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implementation the Accrual Basis Public Sector Accounting Standards, at the request of the 

Accounting and Auditing Regulator. 

Public Sector Accounting Standards Technical Committee 

The Ministry of Economy and Finance has established and appointed the composition of the 

Public Sector Accounting Standards Technical Working Group on 04 August 2017. This working 

group is chaired by the Secretary of State of the MEF, consisting of representatives from the 

National Accounting Council (currently Accounting and Auditing Regulator), General Department 

of International Cooperation and Debt Management (GDICDM), General Department of State 

Property and Non-Tax Revenue, General Department of National Treasury (GDNT), and General 

Department of Budget (GDB), and this working group will be in charge of the overall CPSAS 

development and implementation, ranging from preparing detailed action plans for the 

implementation of CPSAS and monitoring the implementation of the detailed action plans to 

reviewing the roadmap for the implementation of CPSAS in Cambodia. This technical working 

group will be transformed into a Public Sector Accounting Standards Technical Committee, 

with additional terms of reference to expand the scope in line with the actual circumstances 

of the changes in the Line Ministries and relevant units. The Public Sector Accounting Standards 

Technical Committee shall be determined by a Prakas of the Minister of Economy and Finance. 

Accounting Standards Research and Setting Team 

Accounting Standards Research and Setting Team is the Technical Department of the Accounting 

and Auditing Regulator, whose processes for standards setting should follow the publication – 

International Public Sector Accounting Standards Board Due Process and Working Procedures, 

or follow separate mechanisms as needed for standards setting. This working procedure may be 

adapted to ensure relevance to the Royal Government of Cambodia’s requirements and conditions. 

The following is the processes for accounting standards development with international best 

practices, which the Accounting and Auditing Regulator may consider as a model or may use 

another separate approach based on the actual context of Cambodia. 

 

1

•Identify the needs of users of accounts and financial reporting objectives through a consultative process

•Clarify the objectives of the reform and the standards required

2

•Prepare a specific strategy to develop each individual standard as identified in Step 1.

•The strategy will propose a sequencing for the development and introduction of the standards. 

3

•Set up the project team for each standard, representing all relevant stakeholders, with necessary resources. 

•The project team will prepare a consultation paper and gap analysis for review by all interested stakeholders

4

•Carry out a cost/benefit analysis to identify and cost the requirements to implement each of the selected 
standards, balanced against expected gains from implementation, both financial and qualitative. 

5

•Test the proposals under the consultation paper for completeness, accuracy, validity, viability, usability, etc.

•Amend the consultation paper in line with the test findings – prepare draft standards

6

•Present the draft standard to the IASB

•Accept/reject the draft standard (amend if rejected until the IASB is satisfied) 

7

•Carry out training of staff and implement change management plan to implement the standard

•Publish the draft standard
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To ensure the processes for accounting standards development for each stage above 

are successfully implemented, it is necessary that the Accounting and Auditing Regulator 

may need the assistance of domestic or external accounting experts, in addition to its 

own existing technical officers, if necessary.  

Accounting Standards Training Team 

Accounting Standards Training Team and technical bureau of ACAR will be responsible for 

organizing the trainings, capacity building and change management.  

To ensure the efficiency of the training activities, close cooperation from the GDNT and 

Economic and Finance Institute (EFI) is absolutely necessary in preparing the capacity building 

and training plans for civil servants who are the main agents involved in bookkeeping and 

preparing the financial statements in accordance with accrual basis public sector accounting 

standards. 

6.2. Cost Elements of the Reform 

1. The FMIS is already budgeted for and being implemented – there will be no significant 

additional costs. 

2. Legal and regulatory reform is under way and being supported by assistance from AfD 

– there will be no significant additional costs. 

3. Preparation of manuals and training materials, training of finance and operational 

staff, politicians, other stakeholders in new concepts, accounting systems, business 

processes, internal controls, accounting methods – will be a costly and time-consuming 

exercise, so the Royal Government will consider carefully before proceeding with the 

implementation of any and all accrual basis accounting standards. 

4. Training of trainers and help desk – as 3 above. 

5. Change management – as 3 above. 

6. Consultancy fees – as 3 above.  

This document does not include a cost estimate for the implementation of accrual basis public 

sector accounting standards. The implementation of accrual basis public sector accounting 

standards is unlikely to commence for some years ahead; therefore, cost estimates will vary 

considerably from now up to the implementation period. Similarly, costs will be estimated at 

the time of the development of the standards, as each standard will have its own implementation 

process and cost implications. The implementation of this strategy is supported by the budget 

of the Public Financial Management Reform Program and other sources of funds, if necessary. 
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7. Monitoring, Reviewing and Evaluating Mechanisms for the 

Implementation of the Strategy 

 

Action Plan Development:  Action plans as determined in this strategy will be included in the 

Consolidated Action Plan (CAP) of the Public Financial Management Reform Program and 

Detailed Action plans (GDAP Or MAP) of the General Departments or relevant units under the 

Ministry of Economy and Finance and relevant Line Ministries. In addition, the General 

Departments or relevant units under the Ministry of Economy and Finance, as well as relevant 

Line Ministries shall prepare action plans that support the implementation of this strategy under 

its own authority, and submit it to the Accounting and Auditing Regulator for consolidation and 

to be used as a subject matter for quarterly and annual review and evaluation. 

Problem-Solving Mechanisms: Steering Committee of the Public Financial Management Reform 

and Committee of the Public Financial Management Reform are responsible for reviewing and 

issuing necessary measures to solve any problems arising during the implementation of this 

strategy. In case of any changes, approval from the Economic and Financial Policy Committee 

and Prime Minister is needed.  

Monitoring, Reviewing and Evaluating Mechanisms: The Accounting and Auditing Regulator 

is in charge of coordinating with the General Departments or relevant units under the Ministry 

of Economy and Finance, as well as relevant Line Ministries in the implementation, monitoring, 

reviewing, and evaluating the progress of the strategy implementation. In order to ensure 

successful implementation of the strategy as planned, General Departments or relevant units 

under the Ministry of Economy and Finance, as well as relevant Line Ministries shall submit 

quarterly and annual reports to the Accounting and Auditing Regulator as a basis to monitor 

and review the implementation, and report to the Steering Committee of the Public Financial 

Management Reform and Committee of the Public Financial Management Reform. 
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8. Conclusion 
 

In conclusion, in response to the growth of the Cambodian economy, as well as the constant 

development of the global economy, and in order to ensure a national financial reporting 

framework that is accountable and reliable for the citizens, the public, businessmen, investors, 

development partners and other relevant stakeholders, as well as to ensure the efficiency and 

effectiveness of the management and use of the country’s resources, and the provision of 

public services, the Royal Government considers that the implementation of the accrual basis 

accounting standards for public sector is a crucial catalyst in the public financial management 

reform program to support and promote the socio-economic development and international 

compliance, especially within the public financial reporting framework. 

The implementation of the cash basis accounting standard in June 2019 by the Ministry of 

Economy and Finance to be used in the preparation of the general-purpose financial statements 

for the Line Ministries and capital-provincial departments is the first essential step of the Royal 

Government in the public financial management reform program and a foundation for the 

implementation of accrual basis accounting standards for the public sector in the future. 

This strategy will serve as a roadmap for the preparation and implementation of the accrual 

basis accounting standards for the public sector at each stage, from cash basis accounting to 

accrual basis accounting in line with the international best practices. In order to fully implement 

the accrual basis public sector accounting standards from 2031 onwards, the Royal Government 

must revise the existing legal frameworks and prepare new regulations, as well as meet some 

requirements related to increasing the number and strengthening the professional capacity of 

the skilled accountants and bookkeepers in the public sector, further development of the full 

functionalities of the FMIS, production of the quality cash basis financial statements, and the 

revision of the chart of accounts conductive to the implementation of accrual basis accounting, 

and other requirements. 

This strategy is a living document which may be revised to ensure the consistency in the 

evolution of the actual circumstances in Cambodia in the future. By introducing the “ Strategy on 

the Implementation of Accrual Basis Public Sector Accounting Standards in Cambodia 2021-

2031”, the Royal Government truly believes that the successful implementation of the “Strategy 

on the Implementation of Accrual Basis Public Sector Accounting Standards in Cambodia 2021-

2031” will contribute in strengthening data consistency, increasing transparency, accountability, 

reliability of the public financial reporting, as well as strengthening the national public financial 

management to be more efficient and effective, and facilitating in better, more targeted and 

more efficient decision-making of the Royal Government. Additionally, the implementation of 

accrual basis accounting will enhance international comparability of the financial statements 

with other countries that apply the same accrual basis accounting standards as Cambodia. 

In this regard, in order to ensure the successful implementation of this strategy as expected, 

the Royal Government sincerely hopes that Line Ministries and relevant stakeholders of the 

Royal Government will fully cooperate in the implementation of this strategy with a high sense 

of responsibilities.
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Appendix 1: Glossary 

 

Cash Basis Accounting: refers to a basis of accounting that recognizes revenues only when the 

entity receives cash and recognize expenses only when the entity pays the cash. 

Accrual Basis Accounting: refers to an accounting method under which revenues or expenses are 

recognized when transactions occur, rather than when cash is received or paid. This accounting 

method follows the matching principle, which means that related revenues and expenses are 

recognized in the same period. 

Kampuchea Institute of Certified Public Accountants and Auditors (KICPAA): refers to an only 

National Professional body of Accountancy in Cambodia, which was established by the Law on 

Accounting and Auditing with the purpose of protecting the public interest and the interest of the 

profession, governing its members through professional capacity development and enforcing 

compliance with the auditing and assurance standards, code of ethics, rules and regulations. 

Certified Public Accountants: refer to members of the Kampuchea Institute of Certified Public 

Accountants and Auditors, who receive licenses from the National Accounting Council (currently 

Accounting and Auditing Regulator). 

Public Accountants: refer to state agents who are responsible for receiving and managing 

revenues, making payments, keeping and controlling cash, bookkeeping and preparing state’s 

budgetary reports and financial statements. Public Accountants include treasury accountants, 

public administration entity’s accountants, annex budget accountants, treasury special account’s 

accountants, revenues treasurers, petty cash advance treasurers, and accountants who perform 

the accounting of other state’s budgets. 

Chart of Accounts (COA): refers to a set of accounts or individual sub-accounts which are used in 

bookkeeping and in preparing the financial statements. 

International Public Sector Accounting Standards (IPSAS): refer to public sector accounting 

standards issued by the International Public Sector Accounting Standards Board. 

Statement of Financial Performance: refers to one statement of the financial statements which 

presents all items of revenues and expenses recognized in the reporting period, excluding other 

comprehensive income items. 

Statement of Financial Position: refers to a statement of the financial statements which presents 

the value of assets, liabilities and equity of an entity as of a particular reporting date. 

Statement of Cash Flows: refers to a financial statement that provides information about the 

changes in cash and cash equivalents of an entity for a period, showing separately during the 

period the changes in operating, investing and financing activities. 
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General-Purpose Financial Statements (GPFS): refer to those financial statements intended to 

meet the needs of users who are not in a position to demand reports tailored to meet their 

particular information needs. 

Treasury Single Account (TSA): refers to a system used to control and consolidate bank accounts 

or cash of the Royal Government, which is under a unified structure and control of the Ministry of 

Economy and Finance through public accountant. The treasury single account is used in consolidating 

state’s resources in order to ensure efficiency of the state’s expenditure. 

International Public Sector Accounting Standards Board (IPSASB): refers to an international 

independent board which develops the public sector accounting standards and provides guidance 

to the public entity for the implementation of the standards. 

Disclosure: refers to additional information attached to an entity’s financial statements, usually 

as explanation for activities which have significantly influenced the entity's financial performance. 
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Appendix 2: Roadmap for the Implementation of the Strategy on the Implementation of Accrual   

Basis Public Sector Accounting Standards in Cambodia 2021-2031 
 

In order to make it more convenient for Line Ministries and similar public entities, as well as other relevant units, to implement this 

strategy, the Royal Government has set out a brief action plan towards the implementation of accrual basis public sector accounting 

standards in accordance with the following timelines: 
 

No. Reform Institutions Start End Purposes 

I. Regulations, Standards and Policies     

1. Accounting Standards ACAR and GDNT 2021 2025 • Review, study and develop the 

accrual basis accounting standards 

based on IPSAS as a foundation, and 

may use other countries’ accounting 

standards as a basis for comparison, if 

needed. 

• Fully adopt and/or adapt in 

accordance with the context of 

Cambodia. 

• Translate to Khmer language to make 

it as Cambodian Public Sector 

Accounting Standards. 

2. Template of Presentation of 

Financial Statements 

ACAR and GDNT 2022 2024 • Develop an amended form and 

content of the financial statements in 

accordance with modified cash basis. 
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• Review and refine presentation of the 

financial statements progressively as 

content and coverage of the financial 

statements expand. 

2025 2027 • Develop an amended form and 

content of the financial statements in 

accordance with modified accrual 

basis. 

  2028 2030 • Develop an amended form and 

content of the financial statements in 

accordance with accrual basis. 

3. Legal Framework and Standards ACAR and GDNT 2021 2022 • Identify and draft necessary legal 

changes to implement modified cash 

basis. 

  2024 2027 • Identify and draft necessary legal 

changes to implement modified 

accrual basis. 

• Review and refine regulations and 

develop additional regulations 

progressively to support the increase 

in the content and coverage of the 

financial statements. 

4. Audit and Review ACAR, GDNT, and 

NAA 
2022 2022 • Asking NAA for comments on draft 

accounting policies, amended form 
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 and content of the financial 

statements in accordance with 

modified cash basis. 

2027 2027 • Asking NAA for comments on draft 

accounting policies, amended form 

and content of the financial 

statements in accordance with 

modified accrual basis. 

2029 2030 • Asking NAA for comments on draft 

accounting policies, amended form 

and content of the financial 

statements in accordance with 

accrual basis. 

II. Standards and Policies 

Implementations  

    

1. Accounting Policies and Procedure GDNT, ACAR and 

Technical Assistance 

(IMF) 

2021 2022 • Develop accounting policies and 

procedure. 

• Obtain recommendations from 

regulator or technical assistance from 

development partners. 

• Review and compare the standard 

base line with current practice and 

make amendment.  
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• Release the zero draft accounting 

policies and procedure and held a 

consultation with stakeholders. 

2024 2027 • Review and amend accounting 

standards, accounting policies and 

procedure. 

2. Chart of Accounts GDNT and ACAR 2022 2027 • Keep under review and identify and 

address any issues with Chart of 

Accounts based on experience. 

3. Legal Framework on 

Implementation and Budget 

Execution 

GDNT, ACAR, 

GDSPNR, GDB, GDT, 

GDCE, GDSNAF 

2021 2022 • Revise legal framework regarding 

recognition of receivables. 

2021 2023 • Revise legal framework regarding 

recognition of payables. 

4. Accounts Payable GDNT, ACAR and 

ITD/FMWG 

2021 2022 • Issue draft on accounting policies and 

procedure for payable. 

• Complete list of government creditors 

and balances owing. 

• Complete report with quality of 

existing data. 
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2023 

 

2024 • Identify and quantify balances as at 

January 1, 2024. 

• Recognize as per January 1, 2024 in 

2024 financial statements. 

• Enter opening balances in the FMIS. 

• Start input payable data in the FMIS. 

• Refine and improve data and 

presentation of the financial 

statements in accordance with 

modified cash basis. 

• Prepare template for notes. 

2025 2027 

 

 

 

• Refine and improve data and 

presentation of the financial 

statements in accordance with 

modified accrual basis. 

• Continue to report liability in the 

financial statements. 

2028 2030 • Refine and improve data and 

presentation of the financial 

statements in accordance with 

accrual basis. 

• Continue to report liability in the 

financial statements. 
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5. Accounts Receivable (Revenues 

with Performance Obligations) 

GDNT, ITD/FMWG, 

GDSPNR, GDT, 

GDCE, ACAR 

2021 2022 • Complete list of accounting policies 

and procedures. 

• Complete list of all types of 

receivables (e.g., rental income, 

royalties, passport, visas, casino fee, 

parking fees). 

• Consult with revenue-generating 

entities. 

• Consult with General Department of 

State Property and Non-Tax Revenue 

which manages fee collection for 

other revenue-generating agencies. 

• Review completeness and quality of 

existing data. 

• Quantify receivables as at January 1, 

2023. 

• Enter opening balances in the FMIS 

per January 1, 2023. 

• Recognize receivables as per January 

1, 2023. 

• Prepare template for notes. 

• Refine receivables data and 

presentation (in 2024 financial 

statements, needed for comparative 

figures in 2025 financial statements). 
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2025 2027 • Refine receivables data and 

presentation in accordance with 

modified accrual basis. 

• Continue to report receivables in the 

financial statements. 

2028 2030 • Refine receivables data and 

presentation in accordance with 

accrual basis. 

• Continue to report receivables in the 

financial statements. 

6. Accounts Receivable (Revenue 

without Performance Obligations) 

GDNT, ITD/FMWG, 

GDSPNR, GDT, 

GDCE, ACAR 

2021 2022 • Consult with revenue-generating 

entities: GDT, GDCE, General 

Department of International 

Cooperation and Debt Management. 

• Specify accounting policies and 

procedures, including taxable event 

(IPSAS 23). 

• Identify all types of receivables, 

including local tax, VAT, customs, 

excises, prepayment of tax on 

income, and tax on income. 

• Review completeness and quality of 

existing data. 
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2023 2023 • Quantify receivables as at January 1, 

2023. 

• Enter opening balances in the FMIS 

per January 1, 2023. 

• Recognize receivables as per January 

1, 2023. 

2024 2024 • Refine receivables data and 

presentation (in 2024 financial 

statements, needed for comparative 

figures in 2025 financial statements). 

• Continue to report receivables in the 

financial statements in accordance 

with modified cash basis. 

2025 2027 • Refine receivables data and 

presentation (in 2027 financial 

statements, needed for comparative 

figures in 2028 financial statements). 

• Continue to report receivables in the 

financial statements in accordance 

with modified accrual basis. 

2028 2030 • Refine receivables data and 

presentation (in 2030 financial 

statements, needed for comparative 

figures in 2031 financial statements). 
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• Continue to report receivables in the 

financial statements in accordance 

with accrual basis. 

7. Cash Basis Compliance GDNT 2021 2022 • Include all government-controlled 

bank accounts in the financial 

statements, also those held by 

ministries. 

• Do not report amounts that are 

transferred to separate bank accounts 

held by ministries (advances) as 

payments if these amounts still reside 

on bank accounts held by ministries. 

8. Audit and Review GDNT, NAA, and 

ACAR 

2022 2024 • Hold consultations with the NAA 

regarding review and audit of the 

financial statements. 

• Hold consultation meeting with the 

internal auditor of the Ministry of 

Economy and Finance. 

• Submit financial statements for 

review. 
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2025 2027 • Review comments from the auditor 

and implement necessary 

improvements. 

• Submit the financial statements in 

accordance with modified cash basis 

for audit. 

• Submit the financial statements for 

review. 

2028 2030 • Review comments from the auditor 

and implement necessary 

improvements. 

• Submit the financial statements in 

accordance with modified accrual 

basis for audit. 

• Submit the financial statements for 

review. 

2031 Ongoing  • Review comments from the auditor 

and implement necessary 

improvements. 

• Submit the financial statements in 

accordance with accrual basis for 

audit. 

• Submit the financial statements for 

review. 
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9. FMIS Operate on Modified Cash 

Basis, Modified Accrual Basis, and 

Accrual Basis 

 

 

 

 

 

 

 

 

 

 

ITD/FMWG, GDNT, 

and ACAR 

2021 2030 • Provide modified cash basis, modified 

accrual basis and accrual basis 

operation functionality. 

• Test extensively and accept formally 

(based on documented test results). 

• Commence live operation of FMIS on 

modified cash basis, modified accrual 

basis and accrual basis. 

• Review FMIS trial balances and 

reports regularly and address any 

issues. 

• Generate financial statements during 

the year in accordance with modified 

cash basis, modified accrual basis and 

accrual basis from FMIS and review 

and address issues. 

• Use FMIS data to generate modified 

cash basis, modified accrual basis and 

accrual basis financial statements. 

10. Trainings EFI, GDNT, ACAR 

and IMF 

2022 2023 • Develop training plans for different 

stakeholders. 

2024 2027 • Continue to assess training needs and 

provided trainings. 

 

The Accounting and Auditing Regulator (ACAR) shall coordinate with relevant stakeholders to develop detailed action plans to support 

the successful implementation of this strategy. The detailed action plans shall be developed for one phase at a time. Going ahead, the 

Accounting and Auditing Regulator shall coordinate with all relevant stakeholders in developing detailed action plan for Phase 2, Phase 3, 

and Phase 4 before the start of the implementation of each phase. 
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Appendix 3: Description of Accrual Basis IPSASs 

 

For verification purpose, and to facilitate a broad understanding of the purpose of accrual basis 

standards, this following table shows objective and scope of all current IPSAS as at 30 June 2021. 

1. Presentation of Financial Statements 

Objective: to prescribe the manner in which general purpose financial statements 

should be presented to ensure comparability both with the entity’s financial statements 

of previous periods and with the financial statements of other entities. To achieve this, 

the standard sets out overall considerations for the presentation of the financial 

statements, guidance for their structure, and minimum requirements for the content 

prepared under the accrual basis of accounting. 

Scope: applies to all general-purpose financial statements prepared and presented 

under the accrual basis of accounting in accordance with IPSAS 

2. Cash Flow Statements 

Objective: to require the provision of information about the historical changes in cash 

and cash equivalents of the entity by means of a cash flow statement that classifies cash 

flows during the period from operating, investing and financing activities. This 

information is useful to users by providing information for accountability and decision-

making purposes.  

The Cash Flow Statement identifies the: 

a) Source of cash inflows, 

b) Items on which cash was expended during the reporting period, and 

c) Cash balance as at the reporting date. 

Scope: an entity that prepares and presents its financial statements under the accrual 

basis of accounting shall prepare a cash flow statement in accordance with the 

requirements of the standard, and shall present it as in integral part of the statements 

for each period for which financial statements are presented. 

3. Accounting Policies, Changes in Accounting Estimates and Errors 

Objective: to prescribe the criteria for selecting and changing accounting policies, 

together with the: 

a) accounting treatment and disclosure of changes in accounting policies, 

b) changes in accounting estimates and 

c) correction of errors 
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The standard is intended to enhance the relevance and faithful representativeness of an 

entity’s financial statements and the comparability of those financial statements over 

time, and with the financial statements of other entities. 

Scope: applies to the selection and application of accounting policies, and accounting for 

changes in accounting policies, changes in accounting estimates and corrections of prior 

period errors. 

4. The Effects of Changes in Foreign Exchange Rates 

Objective: to prescribe how to include foreign currency transactions and foreign 

operations in the financial statements of an entity, and how to translate financial 

statements into the presentation currency. 

The principal issues are what exchange rate(s) to use and how to report the effects on 

changes in exchange rates in the financial statements. 

Scope: an entity preparing its financial statements under the accrual basis of accounting 

shall apply the standard: 

a) In accounting for transactions and balances in foreign currencies (except for 

those derivative transactions and balances that fall under the scope of IPSAS – 

Financial Instruments); 

b) In translating the financial performance and financial position of foreign 

operations that are included in the financial statements of the entity by 

consolidation or by the equity method; and 

c) In translating an entity’s financial performance and financial position into the 

presentation currency. 

5. Borrowing Costs 

Objective: to prescribe the accounting treatment of the costs of borrowing. It generally 

requires the immediate expensing of borrowing costs, but also permits the capitalisation 

of borrowing costs that are directly attributable to the acquisition, construction or 

production of a qualifying asset – i.e. an asset that necessarily takes a substantial period 

of time to get ready for its intended use or sale. 

Scope: applies to accounting for the costs of borrowing. 

6. Replaced by IPSAS 35 

7. Replaced by IPSAS 36 

8. Replaced by IPSAS 36 

9. Revenue with Performance Obligations 
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Objective: to establish the principles that an entity shall apply to report useful 

information to users of financial statements about the nature, amount, timing and 

uncertainty of revenue and cash flows arising from binding arrangements with a 

purchaser that include performance obligations to transfer promised goods or services 

to the purchaser or third-party beneficiary. 

Scope: An entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply this [draft] Standard in accounting for revenue arising from 

binding arrangements with a purchaser that include performance obligations as defined 

in this [draft] Standard to transfer promised goods or services to the purchaser or third-

party beneficiary. This [draft] Standard does not apply to: 

a) Revenue arising from other arrangements (whether binding arrangements or 

not) that do not include performance obligations to transfer goods or services to 

the purchaser or third-party beneficiary (the entity shall apply the requirements 

of [draft] IPSAS [X] (ED 71), Revenue without Performance Obligations in 

accounting for such binding arrangements);  

b) Lease contracts within the scope of IPSAS 13, Leases 

c) Insurance contracts within the scope of the relevant international or national 

accounting standard dealing with insurance contracts  

d) Financial instruments and other contractual rights or obligations within the scope 

of IPSAS 41, Financial Instruments; 

e) Rights or obligations arising from binding arrangements within the scope of, 

IPSAS 19, Provisions, Contingent Liabilities and Contingent Assets, IPSAS 32, 

Service Concession Arrangements: Grantor, IPSAS 34, Separate Financial 

Statements, IPSAS 35, Consolidated Financial Statements, IPSAS 36, Investments 

in Associates and Joint Ventures, IPSAS 37, Joint Arrangements, IPSAS 39, 

Employee Benefits and IPSAS 40, Public Sector Combinations; 

f) Non-monetary exchanges between entities in the same line of business to 

facilitate sales to purchasers or potential purchasers. For example, this [draft] 

Standard would not apply to a binding arrangement between two public sector 

entities that agree to an exchange of electricity to fulfil demand from their 

purchasers in different specified locations on a timely basis; 

g) Gains from the sale of non-financial assets that are not an output of an entity’s 

activities and within the scope of IPSAS 16, Investment Property, IPSAS 17, 

Property, Plant, and Equipment or IPSAS 31, Intangible Assets; 

h) Changes in the value of other current assets; 

i) Initial recognition or changes in the fair value of biological assets related to 

agricultural activity (see IPSAS 27, Agriculture); and 

j) The extraction of mineral resources. 



Appendix 3: Description of Accrual Basis IPSASs                                                                                                                           Page 4 | 14 

10. Financial Reporting in Hyperinflationary Economies 

Objective: to prescribe the accounting treatment in the consolidated and individual 

financial statements of an entity whose functional currency is subject to hyperinflation, 

and where the economy ceases to be subject to hyperinflation. 

Scope: an entity preparing its financial statements under accrual basis standards shall 

apply the standard to the primary financial statements, including the consolidated 

statements, of an entity whose functional currency is the currency of a hyperinflationary 

economy. 

11. Construction Contracts 

Objective: to prescribe the accounting treatment of costs and revenues associated with 

construction contracts. The standard: 

a) Identifies the arrangements that are to be classified as construction contracts; 

b) Provides guidance on the types of construction contracts that can arise in the 

public sector, and 

c) Specifies the basis for recognition and disclosure of contract expenses, and, if 

relevant, contract revenues. 

The primary issue in accounting for construction contracts is the allocation of 

construction costs to the reporting period in which the work is performed and the 

recognition of related expenses. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for construction contracts. 

12. Inventories 

Objective: to prescribe the correct accounting treatment for inventories – the amount of 

cost to be recognised as an asset and carried forward until related revenues are 

recognised. The standard provides guidance on the determination of cost and its 

subsequent recognition as an expense, including any write-down to net realisable value.  

Scope: an entity using accrual basis standards shall apply the standard for all inventories, 

except work-in-progress on construction contracts (IPSAS), financial instruments (IPSAS 

and 41), biological assets related to agricultural activity and produce (IPSAS), and work-

in-progress for services for no or nominal value. 

13. Leases 

Objective: to prescribe the appropriate accounting policies and disclosures in relation to 

finance and operating leases, for both lessors and lessees. 
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Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for all leases, other than: 

a) Leases to explore for or use minerals, oil, gas, and similar resources; and 

b) Licencing agreements for such items as motion picture films, video recordings, 

plays, manuscripts, patents and copyrights. 

c) Investment property and biological assets held by lessors and lessees.  

14. Events after the Reporting Date 

Objective: to prescribe when an entity should adjust its financial statements for events 

occurring after the reporting date, and the disclosures that an entity should make about 

the date when the financial statements were authorised for issue and about events after 

the reporting date. Where the going concern assumption is not appropriate, the entity 

must not prepare its financial statements on a going concern basis. 

Events after the reporting date are those events, favourable and unfavourable, that 

occur between the reporting date and the date the financial statements are authorised 

for issue. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for, and disclosure of, events after 

the reporting date. 

15. Replaced by IPSAS 28 and 30 

16. Investment Property 

Objective: to prescribe the accounting treatment and disclosure requirements for 

investment property. Investment Property is property held to earn rentals or for capital 

appreciation, other than for use in the provision of sales or services, or for 

administrative purposes, or for sale in the ordinary course of operations. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for investment property. 

17. Property, Plant and Equipment 

Objective: to prescribe the accounting treatment for property, plant and equipment so 

that users of financial statements may discern information about an entity’s investment 

in these assets, and the changes in such investment. The principal accounting issues are 

the recognition of the assets, the determination of their carrying amount and 

depreciation charges and impairment losses to be accounted for. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for property, plant and equipment, 

except when another IPSAS requires a different accounting treatment, and in respect of 

heritage assets not covered under the standard. 
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18. Segment Reporting 

Objective: to establish principles for reporting financial information for Segments. A 

Segment is a distinguishable activity or group of activities of an entity for which it is 

appropriate to separately report financial information for the purpose of evaluating the 

entity’s past performance in achieving its objectives and making decisions about the 

future allocation of resources.  

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in the presentation of segment information. 

19. Provisions, Contingent Liabilities, Contingent Assets 

Objective: to define provisions, contingent liabilities and contingent assets, and identify 

the circumstances in which provisions should be recognised and measured, and how 

they are disclosed. The standard also requires that certain information about 

contingencies should be disclosed in the notes to the financial statements to enable 

users to understand their nature, timing and amount. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for provisions, contingent liabilities 

and contingent assets, except under the social welfare commitments, executory 

contracts, insurance contracts, relating to income taxes or tax equivalents, employee 

benefits, or otherwise covered by another IPSAS. 

20. Related Party Disclosures 

Objective: to require the disclosure of the existence of related party relationships where 

control exists, and the disclosure of information about transactions between the entity 

and its related parties in certain circumstances. Required for accountability purposes, 

the principal issues are identifying which parties control or significantly influence the 

reporting entity, and determining what information should be disclosed about 

transactions with those parties. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in disclosing information about related party 

transactions, and certain transactions with related parties. 

21. Impairment of Non-Cash Generating Assets 

Objective: to prescribe the procedures that apply to determine whether a non-cash 

generating asset is impaired, and to ensure that impairment losses are recognised. The 

standard also specifies when an entity would reverse an impairment loss, and prescribes 

disclosures. Cash generating assets are those held with the primary objective of 

generating a commercial return. 
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Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for the impairment of non-cash 

generating assets, except for inventories (IPSAS), assets from construction contracts 

(IPSAS), Financial assets under IPSAS, investment property (IPSAS), or any other IPSAS. 

22. Disclosure of Financial Information - General Government Sector 

Objective: to prescribe disclosure requirements where the government elects to present 

information about the general government sector in their consolidated accounts. This 

relates to the transparency of financial reports and provides for a better understanding 

of the relationship between the market and non-market activities of the government, 

and between financial statements and statistical bases of financial reporting. 

Scope: where government prepares and presents consolidated financial statements 

under the accrual basis of accounting, and elects to disclose financial information about 

the general government sector, shall do so according to this standard. 

23. Revenue without Performance Obligations 

Objective: to establish the principles that an entity (transfer recipient) shall apply to 

report useful information to users of financial statements about the nature, amount, 

timing and uncertainty of revenue and cash flows arising from transactions without 

performance obligations (as defined in [draft] IPSAS [X] (ED 70), Revenue with 

Performance Obligations. 

Scope: A transfer recipient that prepares and presents financial statements under the 

accrual basis of accounting shall apply this [draft] Standard in accounting for revenue 

from transactions without performance obligations. This [draft] Standard does not apply to: 

a) Revenue arising from other arrangements (whether binding arrangements or 

not) that do not include performance obligations to transfer goods or services to 

the purchaser or third-party beneficiary (the entity shall apply the requirements 

of [draft] IPSAS [X] (ED 71), Revenue without Performance Obligations in 

accounting for such binding arrangements); 

b) Contributions to social benefit schemes that are accounted for in accordance 

with paragraphs 26-31 of IPSAS 42, Social Benefits (the insurance approach); 

c) A public sector combination that is a non-exchange transaction; 

d) The accounting for contributions from owners; 

e) Lease contracts within the scope of IPSAS 13, Leases; 

f) Insurance contracts within the scope of the relevant international or national 

accounting standard dealing with insurance contracts; 

g) Financial instruments and other contractual rights or obligations within the scope 

of, IPSAS 41, Financial Instruments; 
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h) Rights or obligations arising from binding arrangements within the scope of, 

IPSAS 19, Provisions, Contingent Liabilities and Contingent Assets, IPSAS 32, 

Service Concession Arrangements: Grantor, IPSAS 34, Separate Financial 

Statements, IPSAS 35, Consolidated Financial Statements, IPSAS 36, Investments 

in Associates and Joint Ventures, IPSAS 37, Joint Arrangements, IPSAS 39, 

Employee Benefits and IPSAS 40, Public Sector Combinations; 

i) Gains from the sale of non-financial assets that are not an output of a transfer 

recipient’s activities and within the scope of IPSAS 16, Investment Property, 

IPSAS 17, Property, Plant, and Equipment or IPSAS 31, Intangible Assets; 

j) Changes in the value of current and non-current assets arising from subsequent 

measurement; 

k) Initial recognition or changes in the fair value of biological assets related to 

agricultural activity (see IPSAS 27, Agriculture); and 

l) The extraction of mineral resources. 

24. Presentation of Budget Information in Financial Statements 

Objective: to ensure that financial statements include a comparison of budget amounts 

and actual amounts arising from execution of the budget of entities that are required, or 

elect to, make their approved budget publicly available. The standard also requires 

disclosure of the material differences between budgeted and actual amounts. The 

purposes of the disclosures are to ensure that entities discharge their accountability and 

transparency obligations. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard. The standard applies to public sector entities that 

are required to or elect to make their approved budgets publicly available. 

25. Replaced by IPSAS 39 

26. Impairment of Cash Generating Assets 

Objective: to prescribe the procedures that an entity applies to determine if a cash-

generating asset is impaired, and to ensure that impairment losses are recognised. The 

standard also applies where the loss is reversed and prescribes disclosures. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for the impairment of cash-

generating assets, except for inventories (IPSAS), assets from construction contracts 

(IPSAS), Financial assets under IPSAS, investment property (IPSAS), biological assets 

under the scope of agriculture (IPSAS), assets arising from employee benefits (IPSAS 9) 

or any other IPSAS. Other items not covered include deferred tax assets, deferred 

acquisition costs and intangible assets arising from an insurer’s contractual rights. 
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27. Agriculture 

Objective: to prescribe the accounting treatment and disclosures for agricultural activity 

carried out by the entity. Such activity is generally non-commercial. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for the following when they relate 

to agricultural activity – biological assets (except for bearer plants), and agricultural 

produce at the point of harvest. 

28. Financial Instruments: Presentation 

Objective: to establish principles for classifying and presenting financial instruments as 

liabilities or net assets/equity, and for offsetting financial assets and financial liabilities. 

Applying to the of the financial instruments, it also covers the classification of related 

interest, dividends or similar distributions, losses and gains, and the circumstances in 

which financial assets and financial liabilities should be offset. 

The principles of this standard complement IPSAS: Financial Instruments: Recognition 

and Measurement and IPSAS: Financial Instruments: Disclosure.  

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard to all types of financial instruments except certain 

aspects for entities covered by IPSAS: Separate Financial Statements, IPSAS: 

Consolidated Accounts, and IPSAS 6: Investments in Associates and Joint Ventures, as 

well as IPSAS 9: Social Benefits, and certain obligations arising from insurance contracts. 

29. Replaced by IPSAS 41 

30. Financial Instruments: Disclosures 

Objective: to require entities to provide disclosures in their financial statements that 

enable users to evaluate: 

a) the significance of financial instruments for the entity’s financial position and 

performance, and  

b) the nature and extent of the risks arising from financial instruments to which the 

entity is exposed during the period and at the end of the reporting period, with 

how the entity manages those risks. 

The principles of this standard complement IPSAS: Financial Instruments: Presentation 

and IPSAS: Financial Instruments: Recognition and Measurement.  

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard to all types of financial instruments except certain 

aspects for entities covered by IPSAS Separate Financial Statements, IPSAS Consolidated 
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Accounts, and IPSAS 6: Investments in Associates and Joint Ventures, as well as IPSAS 9: 

Social Benefits, and certain obligations arising from insurance contracts. 

31. Intangible Assets 

Objective: to prescribe the accounting treatment for intangible assets that are not dealt 

with specifically in another standard. Specified criteria must be met. The standard also 

specifies how to measure the carrying amount of intangible assets, and requires 

specified disclosures about intangible assets. 

An intangible asset is an identifiable non-monetary asset without physical substance. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for intangible assets (such as 

copyrights, patents, software, intangible heritage assets, licence agreements, etc.). 

32. Service Concession Agreements 

Objective: to prescribe the accounting treatment for service concessions agreements by 

the grantor, who is a public sector entity. 

A service concession agreement refers to a binding agreement between the grantor and 

an operator where the operator uses an asset of the grantor to provide a public service 

on behalf of the grantor for a specified length of time, and the operator is compensated 

for his services over that period of time (e.g. public-private partnerships, toll roads, etc.) 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for service concession agreements. 

33. First Time Adoption of Accrual Basis 

Objective: to provide guidance to a first-time adopter that prepares and presents 

financial statements following the adoption of accrual basis IPSAS, in order to present 

high quality information: 

a) That provides transparent reporting about a first-time adopter’s transition to 

accrual basis IPSAS; 

b) That provides a suitable starting point for accounting in accordance with accrual 

basis IPSAS, irrespective of the basis of accounting the first-time adopter has 

used prior to the date of adoption; and 

c) Where the benefits are expected to exceed the costs. 

Scope: an entity shall apply this IPSAS when it prepares and presents its annual financial 

statements on the adoption of, and during the transition to, the accrual basis of 

accounting.  
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34. Separate Financial Statements 

Objective: to prescribe the accounting and disclosure requirements for investments in 

controlled entities, joint ventures and associates when an entity prepares its financial 

statements. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for investments in controlled 

entities, joint ventures and associates when it elects, or is required by regulations, to 

present separate financial statements. 

35. Consolidated Financial Statements 

Objective: to establish principles for the preparation and presentation of consolidated 

financial statements when an entity controls one or more other entities. 

To meet this objective, the standard: 

a) Requires the controlling entity to present consolidated financial statement which 

include the controlled entities; 

b) Defines the principle of control and establishes control as the basis for the 

consolidation; 

c) Sets out how to apply the principle of control to identify where control exists and 

therefore whether consolidation is necessary, 

d) Sets out the accounting requirements for the consolidation of the consolidated 

financial statements; and  

e) Defines an investment entity and sets out the exceptions to consolidating 

particular controlled entities of an investment entity.  

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in the preparation and presentation of 

consolidated financial statements for the economic entity. 

36. Investments in Associates and Joint Ventures 

Objective: to prescribe the accounting rules for accounting for investments in associates 

and joint ventures, and to set out the requirements for the application of the equity 

method when accounting for such investments. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for investments in associates and 

joint ventures. The standard is to be applied by all entities that are investors with 

significant influence over, or joint control of, and investee where the investment leads 

to the holding of a quantifiable ownership trust. 
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37. Joint Arrangements 

Objective: to establish principles for financial reporting by entities that have an interest 

in in jointly controlled arrangements. To meet this objective, the standard defines joint 

control and requires the entity that is party to the joint arrangement to determine the 

precise nature of the arrangement by assessing its rights and obligations, and to account 

for those rights and obligations in accordance with that type of joint arrangement. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in determining the type of joint arrangement in 

which it is involved, and in accounting for the rights and obligations of the joint 

arrangement. 

38. Disclosure of Interests in Other Entities 

Objective: to require an entity to disclose information that enables users of its financial 

statement to evaluate: 

a) The nature of, and risks associated with, its interests in controlled entities, 

unconsolidated controlled entities, joint arrangements and associates, and 

structured entities that are not consolidated; and  

b) The effects of those interests on its financial position, financial performance, and 

cash flows. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in disclosing information about its interests in in 

controlled entities, unconsolidated controlled entities, joint arrangements and 

associates, and structured entities that are not consolidated, except where other IPSAS’ 

apply. 

39. Employee Benefits 

Objective: to prescribe the accounting and disclosure requirements for employee 

benefits, which requires an entity to recognise: 

a) A liability when an employee has provided service in exchange for employee 

benefits to be paid in the future, and  

b) An expense when the entity consumes the economic benefits or service potential 

arising from service provided by an employee in exchange for employee benefits. 

Scope: the standard shall be applied by an employer in accounting for all employee 

benefits, except share-based transactions. It does not apply to employee retirement 

benefit plans. 

40. Public Sector Combinations 



Appendix 3: Description of Accrual Basis IPSASs                                                                                                                           Page 13 | 14 

Objective: to improve the relevance, faithful representation and comparability of the 

information that a reporting entity provides in its financial statements about a public 

sector combination and its effects. For this, the standard sets out principles for how: 

a) A reporting entity classifies a public sector combination as an amalgamation or 

an acquisition;  

b) A resulting entity recognises and measures in its financial statements the 

identifiable assets received, the liabilities assumed and any non-controlling 

interest in an amalgamation; 

c) A resulting entity recognises and measures components of net assets/equity and 

other adjustments recognised in an amalgamation; 

d) An acquirer recognises and measures in its financial statements the identifiable 

assets acquired, the liabilities assumed and any non-controlling interest in the 

acquired operation; 

e) An acquirer recognises and measures the goodwill acquired in, or the gain or loss 

arising from, an acquisition; and  

f) A reporting entity determines what information to disclose to enable users to 

evaluate the nature and financial effects of a public sector combination. 

A public sector combination is the bringing together of separate operations under one 

public sector entity. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply the standard in accounting for public sector combinations, 

where the definition of a public sector combination applies to the transaction or event. 

41. Financial Instruments 

Objective: to establish principles for the financial reporting of financial assets and 

financial liabilities that will present relevant and useful information to users of financial 

statements for their assessment if the amounts, timing and uncertainty of an entity’s 

future cash flows. 

Scope: the standard shall apply to all entities and all types of financial instruments 

except those covered under other IPSAS (e.g. 13, 34, 35, 36, 39), rights and obligations 

arising under an insurance contract, forward contracts between an acquirer and a selling 

shareholder, etc. 

42. Social Benefits 

Objective: to improve the relevance, faithful representativeness and comparability of 

the information that a reporting entity provides in its financial statements about social 

benefits as defined in this standard. The information should help users of the financial 

statements and other reports assess: 
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a) The nature of such social benefits provided by the entity; 

b) The key features of the operation of those social benefit schemes; and 

c) The impact of such social benefits provided on the entity’s financial performance, 

financial position and cash flows. 

Scope: an entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply this standard in accounting for social benefits. The standard 

does not apply to cash transfers that are accounted for under another standard (e.g. 

IPSAS 9: Employee Benefits), or insurance contracts. 

43. Transfer Expenses 

Objective: is to establish the principles that an entity (a transfer provider) shall apply to 

report useful information to users of financial statements about the nature, amount, 

timing and uncertainty of expenditure and cash flows arising from transfer expenses. 

Scope: An entity that prepares and presents financial statements under the accrual basis 

of accounting shall apply this [draft] Standard in accounting for transfer expenses as 

defined in this [draft] Standard, including transfer expenses incurred for capital 

transfers. Transactions which result in the entity receiving goods, services or other 

assets directly in return for the resources the entity transfers to the counterparty do not 

satisfy the definition of a transfer expense and are outside the scope of this [draft] 

Standard. 

An entity shall also apply this [draft] Standard in accounting for the subsequent 

measurement of other non-contractual payables, except where the subsequent 

measurement of the payable is within the scope of another Standard. This [draft] 

Standard does not apply to the recognition and initial measurement of other non-

contractual payables. 

This [draft] Standard does not apply to: 

a) Operating leases as defined in IPSAS 13, Leases; 

b) Provisions as defined in IPSAS 19, Provisions, Contingent Liabilities and 

Contingent Assets; 

c) Collective services and individual services as defined in IPSAS 19; 

d) Employee benefits as defined in IPSAS 39, Employee Benefits; 

e) Concessionary loans as defined in IPSAS 41, Financial Instruments; 

f) Social benefits as defined in IPSAS 42, Social Benefits; 

g) Insurance contracts (see the international or national accounting standard 

dealing with insurance contracts); and 

h) Share-based payments (see the international or national accounting standard 

dealing with share-based payments). 

 



Appendix 4: Published References 

Appendix 4: Published References 
 

IPSAS – First Time Adoption of Accrual Basis IPSAS 

Implementing Accrual Accounting in the Public Sector – IMF Technical Notes and Manuals, 

Joe Cavanagh, Suzanne Flynn and Delphine Moretti, 2016 

Chart of Accounts: A Critical Element of the PFM Framework – IMF Technical Notes and 

Manuals, Julie Cooper and Sailendra Pattanayak, 2011 

International Public Sector Accounting Standards Board Due Process and Working Procedures 

– IPSASB and IFAC, June 2016 

Case Study – Adoption of IPSAS in the Philippines: IFAC May 2019 

Transition to the Accrual Basis of Accounting: Guidance for Public Sector Entities – IPSASB 

and IFAC 2011 

Stepping Stones on the Transition from Cash to Accrual Accounting – CIPFA, 2011 

IPSAS implementation: current status and challenges – ACCA Global, December 2017 

Accrual Practices and Reform Experiences in OECD Countries – OECD Publishing, OECD/IFAC 

(2017) 

 


	MX-M464N_20220729_105938
	MX-M464N_20220729_110151



