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(PSFR) PD
CIPFA PROFESSIONAL QUALIFICATION SYLLABUS AND SYLLABUS GUIDELINES  
PUBLIC SECTOR FINANCIAL REPORTING 

MODULE PROFILE

This module is designed to provide the candidate with the knowledge and skills required for financial reporting responsibilities within the UK public services. The module takes the candidate through the requirements for the preparation of financial statements and performance reporting within the UK public services. 

LINKAGES

This module builds directly on the knowledge and skills gained in the Financial Accounting and Financial Reporting modules. It is therefore recommended that the Financial Accounting and Financial Reporting modules are completed before studying this module. The module is also linked to knowledge and skills relevant for the Audit and Assurance, Financial Management and Strategic Financial Management modules.

OVERALL SYLLABUS AIMS

	Overall aim
	 (%)

	A
	Identify the external financial reporting framework for the public services 
	15

	B
	Prepare the key external financial statements for public services organisations applying relevant current statute, regulation and accounting standards
	60

	C
	Discuss the regulatory framework for measuring performance in public services organisations 
	25


	Syllabus

	Syllabus Guidelines


	Overall aim


	Learning outcome

	

	A
	Identify the external financial reporting framework for the public services
	A1) Describe the nature of public service organisations and their objectives:
· Objectives and sources of finance of public service organisations
· Relationships between organisations within the public services
· Relationships between public service and private sector organisations
· Role of financial and non-financial objectives in public service organisations and comparisons with the private sector.
	Students who have already studied the Financial Accounting module will already have had an introduction to the differences between private sector and public sector financial reporting. In PSFR, there is much more emphasis on the public services than in FA, so this section will need to go into much more depth and be much more comprehensive in terms of the types of organisation covered. To some extent, the issues will also be included in the coverage of the preparation of specific financial statements under Aim B, but there should also be separate coverage of objectives, funding, etc of a range of public sector organisations.

In covering the objectives and sources of finance of public service organisations, the emphasis should be on both the specific differences (eg which organisations receive grant and which generate their own income; which organisations are permitted to borrow and which are not), and also the reasons why objectives and funding are different in the public sector compared with the private sector. The distinction between capital and revenue funding, and the restrictions on each should be covered in broad terms, with the detail for larger sectors covered in Aim B. Candidates will need to be prepared for answering narrative questions which require them to discuss these issues and to make comparisons.

Students also need to be introduced to the cultural differences between the public and private sector in terms of competition (or absence of/restrictions on competition), cooperation/ partnership, etc.

Relationships between public and private sector organisations should cover issues such as mechanisms for collaboration (PFI, PPP, etc), the Big Society. This should also extend to organisations which may not technically be part of the public sector, but which work closely with public sector organisations or provide similar/related services – eg voluntary organisations, mutual organisations, charities.

Performance measurement is covered under Aim C, so financial and non-financial objectives in the context of Aim A would tend to focus on the general higher level aims and objectives of each organisation. Distinctions should be made between those that are required to break even and those that have a net expenditure. Other issues to be included in this area would be the roles of commissioners and providers of services, multi-service compared with single service organisations, statutory and discretionary services, etc.



	
	
	A2) Explain the objectives of external financial reporting within the public services:
· Impact of externally set financial objectives and financial targets
· Users, their needs and the impact on financial reporting
· Accountability in the public services and its impact on external financial reporting
· Consolidation of external financial statements in the public sector and the role of Whole of Government Accounts.
	The detailed preparation of financial statements is covered under Aim B, but students will need to be introduced to the formats of statements such as income and expenditure accounts, statements of comprehensive net expenditure, statements of cash flow and statements of financial position in order to be able to discuss the information contained in them and what the statements are intended to achieve.

The importance of particular types of user should also be highlighted and discussed – eg the funding body, the oversight body or regulator, the voter, or other public sector organisations with related interests (eg LA and NHS body). A key message here will be the way in which certain statements (eg statements of comprehensive net expenditure) are structured so that the information is relevant to a particular key user. Specific examples of approaches such as separating activities into funds, programmes, etc and reflecting these in the presentation of financial statements would be important here.

The purpose of fund accounting, along with its advantages and disadvantages would be discussed here.

The links between the nature of financial reporting by public sector organisations and the importance of financial accountability should be covered together with comparison of the nature of accountability in the public and private sectors. Other aspects of this topic are the complexity of ensuring accountability in the public sector, pressures to increase accountability and different types of accountability.

Different approaches to identifying who the users of pubic sector organisations’ financial statements are, and what their needs are, should be covered.

Under Aim A, consolidation need only be covered broadly to ensure that the student understands when and why consolidation is important. An up to date understanding of the WGA programme is required by the student, clarifying the range of organisations included in the process. The advantages of this type of information should be covered, as well as the difficulties involved in producing it and ensuring that it is reliable and complete.


	
	
	A3) Discuss the role and significance of International Financial Reporting Standards (IFRS) in public service accounting and financial reporting:
· Mechanisms for applying IFRSs to the public services
· Significant departures from IFRS and discussion of the rationale for such departures
· Implications of the statutory framework in the public services for the application of IFRSs
· Development of International Public Sector Accounting Standards (IPSAS) and their impact or potential impact on financial accounting and reporting.
	Some brief background on the recent timetable of transition from FRS-based statements to IFRS-based statements should be included, but it is not necessary to dwell on detailed differences in the two approaches, other than to note differences in terminology (which may not always be followed consistently in the public sector – eg use of ‘balance sheet’).

Students should be familiar with the standards that are examinable in the PSFR syllabus and have an understanding (in respect of each of part of the public sector) of which ones are applied in full, applied in part or with some modification or adaptation, or do not apply.

The use of manuals/codes of practice as a means of interpreting and applying IFRS (or UK standards in the some sectors) in the context of different sectors should be discussed, with the specific detail being covered for the larger sectors in Aim B. Examples of departures should focus on a small number of situations, as again the detail is mainly relevant to Aim B. Examples are the accounting for SHG in housing associations (introduced in FA), depreciation policies in the NHS, adjustments in the general fund of a LA.

The major items of legislation for each sector of the public sector should be covered, so that students are able to state what these are and summarise the main implications of each in terms of financial reporting for that sector. This should cover central government, local government, the health service, housing associations, charities, further and higher education, and mutual organisations. Application of the detailed requirements of specific legislation will be included under B2, the preparation of financial statements – eg the LGHA 1989 may be introduced here, but the treatment of MRP is more appropriate for inclusion in the context of preparation of the main statements.

Candidates are not required to know the detail of any of the IPSASs, but they should be familiar with (in general terms) how they are developed and some of the ways in which they might differ from the equivalent IFRS. Their marginal role in financial reporting in the UK public services should be noted – eg they are referenced in the CG FReM as one of the sources, but below IFRSs in terms of importance. Students should also be aware that other countries now make more direct use of IPSASs in developing the accounting framework in the public sector.

Students should be able to discuss the role of IFRSs (and to some extent IPSASs) in the public sector in the UK and demonstrate an understanding of the rationale for departure from the requirements of IFRSs, or a more prescriptive approach than is required under the relevant IFRS. This may be tested in a brief narrative question in an exam. They also need to be able to translate this knowledge into the more detailed preparation of statements covered under Aim B, ie in a numerical question.



	
	
	Aim A - Assessment


	A range of different exam questions are possible to test this part of the syllabus, but as the Aim only accounts for 15% of the syllabus, no exam should contain more than 20% from this area. It is therefore unlikely that a full question would be set entirely from this area, but it would also be very unlikely that an exam paper would have less than 10% taken from this area.

Assessment must focus on testing the ability of candidates to ‘identify’, ‘describe’, ’explain’ and ‘discuss’ the required areas, so they need to be prepared to respond to questions that focus on narrative requirements, potentially covering both factual knowledge and demonstration of an ability to construct an argument.

The topics covered within this aim would be particularly appropriate for linking with numerical questions testing Aim B – eg a 20 mark question consisting of 15 marks for preparing financial statements and 5 marks for discussing the form and content of the statement in the context of users, standards, etc.



	B
	Prepare the key external financial statements for public service organisations applying relevant current statute, regulation and accounting standards
	B1) Identify and explain the principles of accounts preparation for public service organisations:
· General principles underlying the treatment of transactions in preparing a range of financial statements for all of the public service organisations listed in the Annex to this syllabus with reference to appropriate accounting standards, interpretations, principles, practice and other forms of regulation
· General principles underlying the preparation of consolidated financial statements in the public services context with reference to appropriate accounting standards, interpretations, principles, practice and other forms of regulation.
	This learning outcome is closely tied in with B2 in particular, (and also with B3) – ie in B1 we are looking at the principles of accounts preparation, and in B2 the principles are applied in preparing statements. 

For this reason, it is likely that learning materials and assessments will not necessarily deal separately with the content of B1. For example, in dealing with the preparation of statements for a local authority, it should be feasible to cover the principles underlying the approach to capital accounting in conjunction with applying these principles in numerical examples.

However, it is important that the learning outcome is still given attention in the way that B2 is covered – ie students should not simply be able to prepare the statements listed in B2, but should also be able to identify and explain the principles underlying the content of the statement. For example, as well as being able to prepare the statement of comprehensive net expenditure for a supply-financed central government organisation, they should be able to explain why parliamentary grant is not included as income. 

Students also need a general understanding of the structures within each sector insofar as this impacts on the financial reporting. The range of functions or services provided by different organisations should be covered, and the distinction between the following:

· General fund services and other funds (HRA, DSO) in local authorities

· Supply and non-supply services in central government

· NHST, PCT, Foundation Trusts

This also applies to the sectors/organisations listed in the second column of the appendix to the syllabus; ie as well as being able to prepare specific journal entries, the student needs to be able to explain why that approach is used for that particular sector/organisation.

The accounting treatment for the following should be covered, including a comparison with the requirements of the relevant standards:

· Housing associations – depreciation, social housing grant, disposal of grant-funded assets

· Further and higher education – endowments

· Charities – capital and revenue grants



	
	
	B2) Apply accounting principles and techniques in the preparation of the key external financial statements (including any necessary consolidations) for the organisations (in Local Government, Central Government and Health) as identified in the Annex to this syllabus:
· Statement of comprehensive income or equivalent

· Statement of financial position or equivalent
· Statement of cash flows or equivalent

· Statement of changes in equity or equivalent.
	This is the most significant learning outcome of the module, and is likely to be the focus of around 50-60% of an exam paper. The learning materials therefore need to be comprehensive, with a large amount of detailed numerical practice examples, including a substantial proportion at exam standard.

Students are likely to find it easiest to deal with the statements on a sectoral basis, but there should be some attention given to cross-sectoral comparisons (eg the similarities and differences between SCNE/SCI/I&E across different sectors).

Exercises will usually be based on a trial balance plus additional information, or in the case of a statement of cash flows the opening and closing statement of financial position plus additional information. Students should also be able to use incomplete records techniques to derive missing figures.

Each of the three sectors in B2 has a number of specific accounting treatments that do not apply in the private sector or in other parts of the public sector. Learning materials, practice examples and exam questions will tend to focus on these areas, but students also need to be able to deal with more generally applicable accounting adjustments in preparing public sector financial statements such as bad debts, provisions, leases, stock write-offs, correction of errors, accruals and prepayments. Similarly, they may be tested on application of key concepts in the context of preparing public sector financial statements, such as applying the gross principle or realisation principle in determining the income figure to include in a statement.

Local government
Students need to be able to prepare the following statements using pro formas:

· Movement in reserves statement

· Comprehensive income and expenditure statement

· Balance sheet

· Cash flow statement (indirect method only)

Key technical areas that need to be covered, with detailed numerical examples within learning materials are:

· Disclosure of property, plant and equipment and other long-term assets

· Sources of capital and revenue finance (and restrictions/controls)

· Aims of capital accounting 

· Valuation of assets

· Transactions and adjustments affecting property, plant and equipment – additions, depreciation, revaluation, impairment, disposal

· Accounting for the minimum revenue provision 

· Use of capital receipts (including reserved capital receipts), capital and revenue grants, revenue funding, finance leases, operating leases

· The capital adjustment account

· The general fund account

· The revaluation reserve

· Historical cost adjustment

· Interest

· Housing receipts pool

· Retirement benefits (entry of items in the statements and general understanding of the approach, but not calculation of figures)

· Financial instruments (broad outline of key disclosures)

· Consolidation of HRA and DSO/trading arm figures (but not preparation of separate HRA or DSO statements)

· Other consolidation issues – intra-service income and expenditure, intra-service debtors and creditors

Central government

Students need to be able to prepare the following statements using pro formas:

· Statement of comprehensive net expenditure (supply organisations)

· Statement of comprehensive income (non-supply)

· Statement of financial position (supply and non-supply)

· Statement of changes in taxpayers’ equity (supply and non-supply)

· Statement of cash flows ( indirect method only; supply and non-supply)

Key technical areas that need to be covered, with detailed numerical examples within learning materials are:

· Classification and disclosure of non-current assets (including specific requirements for heritage assets)

· Sources of capital and revenue finance (and restrictions/controls)

· Aims of capital accounting 

· Public dividend capital and dividends (non-supply)

· The general fund (supply)

· Parliamentary grant (supply)

· CFER (supply)

· Notional charges

· Valuation of assets

· Transactions and adjustments affecting property, plant and equipment – additions, depreciation, revaluation, indexation, impairment, backlog depreciation, disposal

· Historical cost adjustment

Health

Students need to be able to prepare the following statements using pro formas:

· Statement of comprehensive net expenditure (PCTs)

· Statement of comprehensive income (NHS Trusts)

· Statement of financial position (PCTs and NHS Trusts)

· Statement of changes in taxpayers’ equity (PCTs and NHS Trusts)

· Statement of cash flows (indirect method only; PCTs and NHS Trusts)

Key technical areas that need to be covered, with detailed numerical examples within learning materials (for both PCTs and NHSTs unless stated) are:

· Disclosure of non current assets 

· Capital adjustments – revaluation, indexation, depreciation, additions, disposals, impairments

· Historical cost adjustment

· Public dividend capital  and dividend (NHSTs)

· The general fund (PCTs)

· Parliamentary grant (PCTs)

· Valuation of assets

· Writing off NHS and non-NHS debts

· Provisions (discounting)

In addition, students will need to be familiar with the more general issues in the arrangements for the health service in England and Wales, in order to explain the form and content of the statements listed above and to be able to provide answers to narrative questions:

· Differences in funding, structure, functions and reporting of PCTs, NHS Trusts and Foundation Trusts

· Control of Foundation Trusts’ borrowing



	
	
	B3) Identify, explain and prepare appropriate accounting adjustments for the following situations in the public services:
· A subsidiary controlled by a public service organisation
· Associates
· Joint ventures
· Joint arrangements that are not entities (JANEs)
· Other public-private arrangements
· Whole of Government Accounts (accounting adjustments not required).
	This learning outcome focuses on mainly narrative requirements (‘identify’, ‘explain’) with some requirement to prepare accounting adjustments where appropriate. The latter is likely to be tested by requiring the candidate to prepare journal entries.

This learning outcome should include coverage of the reasons for producing consolidated and separate accounts and the situations where these are required in the public services. Students should be able to provide examples of relevant situations in the different parts of the public services.

Students will need to have knowledge at Level B on the following standards:

· IAS 27 Consolidated and separate financial statements

· IAS 28 Investments in associates

· IAS 31 Interests in joint ventures

· IFRS 3 Business combinations

for the central government, local government and NHS sectors and the UK GAAP equivalents (FRSs 2, 6 and 9) for other sectors covered by the syllabus. 

IFRS 3 and FRS 6 have very limited application in the public sector. For the other standards, the student will need to be able to define the respective terms (subsidiary, associate, joint venture, JANE), identify which applies in a given set of circumstances, explain the appropriate accounting treatment for consolidation, and make adjustments if needed to record the item and show how it would be presented in financial statements.

For whole of government accounts, the student should understand the reasons for this programme, its progress, and the practical challenges involved in achieving consolidation at this level.

	
	
	Aim B - Assessment


	Questions testing this aim will focus on testing the ability of candidates to prepare financial statements, so these will tend to be mainly numerical in nature. These questions will need to be sufficiently complex to asses the ability of candidates to apply the requirements of standards, etc. This may also be achieved through numerical questions, but some additional narrative testing may be appropriate to ensure that learning outcomes B1 and B3 (identify, prepare) are tested.

This aim accounts for 60% of the syllabus, and is therefore expected to make up something like two 20 mark questions, plus additional elements of one or more other question.

At least two questions will focus on the numerical aspects of the three main sectors, and will need to ensure some variety of types of statement (ie income statement, statement of financial position, cash flow, changes in equity or equivalent). 

All three of the main sectors should be tested in each examination paper, ideally by a full question in each case. One of the three sectors may be tested in a question that includes substantial elements that relate to Aims A or C rather than Aim B.

Assessment of the candidate’s ability to discuss the departures from the application of standards in housing associations, charities and further and higher education (learning outcome B1) could include a requirement to prepare journal entries, up to 6 marks.

Consolidation should be tested in each examination paper, with marks of around 5% to 15%. The learning outcome B3 lends itself primarily to narrative questions (‘identify’, ‘explain’), and a brief scenario setting would be appropriate. Some testing of preparation of relevant adjustments could be achieved through a requirement to prepare journal entries or show figures from financial statements (but not prepare full consolidated statements).



	C
	Discuss the regulatory framework for measuring performance in public service organisations.
	C1) Identify the regulatory framework for performance measurement in the public services:
· Development of the regulatory framework
· Bodies involved and their role.
	Learning outcomes C1 and C2 are very closely related and it is likely that learning materials on these will cover the two areas together. Similarly, examination questions are likely to link or merge them.

The regulatory framework(s) for performance measurement in the public services will be mainly background rather than in detail. Issues such as the difference between the approaches in the public and private sectors, and the main objectives of performance measurement in the public sector should be covered. 

Bodies involved, depending on the sector, may include standard setters, government agencies, regulators, funders, audit and inspection bodies, etc.

Students will be expected to be reasonably up to date on the major developments in this area.



	
	
	C2) Explain and evaluate the tools used to measure performance in public service organisations:
· Performance indicators
· Performance targets
· Other current mechanisms e.g. benchmarking, value for money studies, performance plans, public service agreements and sustainability reporting, including carbon accounting.
	Each of the items here should be covered in terms of a full explanation of what the tool involves. There should not be much emphasis on the process – rather, the focus should be on the pros and cons of each tool, its limitations, etc. 

Examples of current practice in all sectors should be covered, with some brief background on developments during the past five years approximately where major changes have taken place. Assessment should focus mainly on current arrangements.

Particular emphasis is placed on arrangements in the NHS in terms of statutory targets. Students need to be able to explain and interpret these, and perform computations where necessary.

Awareness of the increasing importance of sustainability reporting and carbon accounting is important, including the main statutory requirements.


	
	
	C3) Apply key techniques in the interpretation of financial and non-financial information in public sector organisations, including:
· Interpretation of financial statements, including key notes to the accounts produced for public service organisations or groups
· Discuss the implications for the public service organisations of:
· Publicly available financial information such as annual budgets, capital programmes and grant settlements
· Appropriate sources of funding
· Appropriateness of a partnership approach.
	This learning outcome follows on from the interpretation of accounts covered in the Financial Accounting module, and the main ratios learned there will be applicable in PSFR, especially those related to liquidity, solvency and efficiency. Profitability ratios (eg ROCE) will also be relevant in some situations, but may need to be modified to be more appropriate for the particular sector.

It is likely that students will be tested on this learning outcome through financial statements together with notes and other information (including non-financial). The skill of relating the financial information to the organisation, service, service-user, political context, etc are important here, as well as the accounting skills of interpreting the figures and preparing ratios. 

In order to carry out effective and full analysis of the financial information, it will be important for students to have a good understanding of the underlying accounting for the sector (regulations, terminology, policies, formats, etc), including the further and higher education, charities and housing associations.



	
	
	C4) Discuss the use of performance measures within the public services:
· Interpretation of performance indicators
· Use of indicators as determinants of performance targets
· Practical meaning and implication of performance measurement
	This learning outcome is closely linked with C3 (interpretation of accounts), and may be combined with it in an exam question. The focus in C4 is on performance indicators/measure/targets, which may be based on a combination of financial and non-financial data.

Students need to have an appreciation of the use of performance indicators currently in the public sector in the UK, and it is useful for this to be supported by some knowledge of developments over recent years. Discussion of both prescribed and voluntary use of PIs is important, and particular emphasis should be placed on the statutory targets in use in the NHS, including the definition and calculation of the key targets for NHS Trusts and PCTs.

The practical and behavioural aspects of the use of PIs should be covered, looking at their limitations and potential problems in their use.



	
	
	Aim C Assessment


	A range of different exam questions are possible to test this part of the syllabus, but as the Aim only accounts for 25% of the syllabus, no exam should contain more than 30% from this area. It is therefore likely that a full question would be set entirely from this area. It would also be very unlikely that an exam paper would have less than 20% taken from this area.

Questions in this area are likely to require mainly narrative responses, but may involve a significant amount of numerical information in the question itself (eg a set of financial statements) and could require some computation (eg calculation of ratios or performance indicators).

The setting could be any of the sectors covered in the module, and use of further and higher education, charities or housing associations would be appropriate if other questions have emphasised the main sectors.

Assessment may focus on testing the ability of candidates to ‘identify’, ’explain’ and ‘discuss’ the required areas, and also to ‘apply’ performance measurement tools (C3, in particular). Questions may therefore be a combination of narrative and numerical requirements.

In addition to making up the bulk of a full question, the topics covered within this aim would be particularly appropriate for linking with numerical questions testing Aim B – eg a 20 mark question consisting of 15 marks for preparing financial statements and 5 marks for brief commentary interpreting the results

Candidates may be placed in the role of advisor or consultant, and need to be able to produce outputs that are appropriate for such scenarios.




Annex

The following table specifies those bodies for which preparation of detailed, full financial statements may be required (part A) and those for which an awareness of the financial framework and ability to demonstrate (such as by the use of journal entries) any specific accounting treatments peculiar to that sector / entity are required (part B).  

	A Full financial statements (note 1)

	Central government departments and agencies (supply and non-supply)

	NHS

· Primary Care Trusts

· NHS Trusts 

	Local Authorities

	B Framework and/or journal entries (note 2)

	Housing Associations

	Further and Higher Education institutions

	Charitable bodies

	NHS

· Foundation Trusts 


Note 1 

Students may need to complete consolidation adjustments as part of preparing financial statements for these public service organisations.

Note 2 

Students may need to demonstrate by journal entries or through discussion an understanding of the framework through which group financial statements would be prepared for these public service organisations.
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