Federation of European Accountants
Fédération des Experts comptables Européens

Policy Statement

Standing for trust aud integrity

March 2010

The Accountancy Profession’s Contribution to the Debate on the Crisis (Vi)

Accountants in the public sector
and the financial crisis

FEE (Fédération des Experts-comptables Européens - Federation of European Accountants) wishes to contribute its views and experience to the debate on the crisis,
the ways to mitigate its effects and to speed-up recovery. This paper presents the views of FEE on issues that may require specific attention in the 2009 year-
end reporting without thereby being comprehensive. Five other papers have been issued between December 2008 and January 2010, one presenting background
information and analysis on the crisis (I}, a second paper on the matters of specific relevance for statutory auditors during the financial crisis (and the 2008 year-end
closing) (1}, a third paper containing views of specific relevance to Small and Medium-sized Entities (SMEs) (Il a fourth paper on dynamic provisioning (IV), a fifth
paper on the financial crisis and sustainability (V) and a sixth on key issues for management and auditors for the 2009 year-end financial reporting (V).

About FEE

FEE represents 43 professional institutes of accountants and auditors from 32 European countries, including all 27 EU Member States. In representing the profession,
FEE recognises the public interest. FEE has a combined membership of more than 500.000 professional accountants working in different capacities in public practice,
small and larger firms, business, public sector and education, who all contribute to a more efficient, transparent, and sustainable European economy. Based on the
practical experience gained in this daily involvement in all aspects of the economy and the set of values underpinning the profession’s practice, FEE believes it has
a contribution to make in this public policy debate.

The crisis of the last year had an impact across all Member States and the
measures that Governments have taken have resulted in different types
of support and in accounting implications
which have not been seen before in the
public sector. This statement sets out the
general impacts and the role accountants in
the public sector have had to play.

* On private individuals, with the lack of liquidity affecting credit and the
impact on industry affecting jobs.

Accountants in the public sector have
responsibility:

FEE believes that accountants in the public sector
have responsibility to ensure that the financial
effects of the measures to address the crisis are

accounted for and reported on transparently so as
to inform stakeholders and the public and also to
allow the financial implications
of the crisis to be assessed.

 As preparer to ensure that the financial
measures entered into by national
governments and other public sector
bodies are correctly brought to account
and disclosed in the accounts;

Most Governments of Member States have
had to take serious measures in response to
the current economic downturn. Accountants

in the public sector faced challenges in accounts for these measures and
their role may have been affected subsequently.

Different Member States have been impacted in various ways and to various
extents. In general, there have been impacts on three parts of the economy:

* On financial institutions, through a lack of liquidity;
* On private industries, notably car and construction industries, with a lack
of available credit reducing trade in these areas; and

* To ensure that the financial effects of those measures are transparent to
a reader of those accounts; or

* As public sector auditor to audit those accounts and report to the relevant
authorities.

Member States took different actions: some took over banks, some provided
guarantees and some provided support to various industries for example the
car industry.
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In general the measures taken by Member States bring a level of complexity
to the national accounts as a range of financial instruments is in place. The
key issues are how these instruments should be brought to account, and
whether the resulting accounts can help people to understand the ‘true
and fair" impact of those measures on the individual countries. The various
measures and accounting questions have included the following:

* Valuation of investments at market value;

* Newly created entities and whether they are public or private for example
where they may be private but backed by public guarantees;

 Accounting treatment generally where private institutions have been
taken into public ownership or where government have taken significant
shareholdings in private financial institutions.

Recent developments have shown the importance of transparency and
comparability of governments accounts and

* The accountant may be asked to give more financial advice to the
government, on for example debt and cash management, estate
management, investment policy and investment appraisal;

* The accountant may be called upon in the future to evaluate the
effectiveness of the measures taken and in particular the effect on debt
and deficit;

o A general increase in the complexity of the financial and the control
environment;

* There may be an increased emphasis on economists in government
financial institutions; and

* Accountants will need to be aware of increased political sensitivity and
ministerial involvement in financial matters.

Going concern may also become an issue, but this is not currently a
widespread issue as governments generally guarantee the financial
situation of public sector bodies (point

reporting. FEE calls for a broad discussion on FEE calls for a broad discussion on the need for made by various countries).

the need for common public sector reporting common public sector reporting standards in

standards in Europe and consideration of the Europe and consideration of the role International FEE reinforces the message that
role International Public Sector Standards Public Sector Standards (IPSAS) could play accountants in the public sector have

(IPSAS) could play in this respect. in this respect. responsibility to ensure that the financial

The work of accountants in the public sector may also be affected in other
ways, for example:

effects of the measures to address the
crisis are accounted for and reported on transparently so as to inform
stakeholders and the public and also to allow the financial implications of
the crisis to be assessed.

FEIE izt THE MEMBERS OF FEE Standing for trust and integrity

Denmark
United Kingdom —
[ o 555

Ireland

Netherlands

NIVA

Belgium

France ~
- Luxembourg / /
_ Germany

e TR“F:QSSW//

Portugal — _

~
Spain Switzerland Monaco
=i TREUHAND o2 KAMMER S

Norway

Finland

(]

revisorforeningen-no

R — Sweden
Estonia

Latvia

Lithuania

fENR Lo

Poland

Hungary

S

Cyprus

ZEAK

" Slovenia
o R
Austria

ezt [

Italy

CNDCEC

FEE is a Regional O isation of IFAC, the i ion of

FEE © Av. d'Auderghem 22-28, 1040 Bruxelles © tel: +32 (0) 2 28540 85 © fax: +32 (0) 2 231 11 12 © email: secretariat@fee.be



