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1 INTRODUCTION 

Under IPSAS, the United Nations Secretariat (United Nations) will include five main statements (“face of 

the financial statements”) in its overall annual financial statements: 

 Statement of financial performance; 

 Statement of financial position; 

 Statement of changes in net assets / equity;  

 Statement of cash flows; and 

 Statement of comparison of budget and actual amounts. 

This paper discusses the key aspects and main requirements surrounding the statement of changes in net 

assets and will focus on the following main topics: 

 General accounting guidance for the statement of changes in net assets; 

 Treatment of fund or project surpluses; 

 Presentation of the statement of changes in net assets in the United Nations’ financial statements; 

 Disclosure requirements for the statement of changes in net assets. 

In addition the paper will also discuss some specific aspects such as how the opening statement of financial 

position adjustments affect the statement of changes in net assets and how transfers between funds should be 

accounted for.   
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2 DEFINITIONS 

Net assets / equity is the residual interest in the assets of the United Nations after deducting all its liabilities 

(assets less liabilities). 

 

Liabilities are present obligations of the United Nations arising from past events, the settlement of which is 

expected to result in an outflow from the United Nations of resources embodying economic benefits or 

service potential. 

 

Assets are resources controlled by the United Nations as a result of past events and from which future 

economic benefits or service potential are expected to flow to the United Nations. 

 

Contributions from owners
1
 means future economic benefits or service potential that has been contributed 

to the United Nations by external parties, other than those that result in liabilities of the United Nations, that 

establish a financial interest in the net assets / equity of the United Nations, which: 

 Conveys entitlement to both: 

- distributions of future economic benefits or service potential by the United Nations during its 

life, such distributions being at the discretion of the owners or their representatives, and 

- distributions of any excess of assets over liabilities in the event of the United Nations being 

wound up; and / or 

 Can be sold, exchanged, transferred, or redeemed.  

 

Distributions to owners means future economic benefits or service potential distributed by the United 

Nations to all or some of its owners, either as a return on investment or as a return of investment. 

                                                           
1
 While Member States are generally considered to be the owners of the United Nations, contribution from them are usually 

recognized as revenue as they do not establish a financial interest in the net assets / equity of the United Nations. Corporate 

Guidance #5 Funding Arrangements provides more guidance on the recognition of such contributions.  
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3 ELEMENTS OF EQUITY / NET ASSETS 

While there is no specific standard on the recognition of items in and the presentation of the statement of 

changes in net assets, IPSAS 1 Presentation of financial statements provides some information on the 

different elements of net assets. 

Generally, net assets consist of four elements: 

 Contributed capital; 

 Accumulated surplus or deficit; 

 Reserves; 

 Minority interests. 

Considering the unique organizational structure of the United Nations, there is no contributed capital and 

there are no minority interests and therefore only the accumulated surplus or deficit and reserves apply to the 

United Nations. 

3.1 Accumulated surplus or deficit 

The accumulated surplus or deficit of the United Nations is the total of all surpluses and deficits achieved 

by the Organization since its inception. 

At the end of each reporting period, all amounts recognized in the statement of financial performance 

contributing to the surplus or deficit for that period are transferred into net assets and become part of the 

Organization’s accumulated surplus or deficit. 

Example – Project surplus  

The United Nations receives $1,000,000 in funding from a donor for its operations. As described in 

Corporate Guidance paper #5 – Funding Arrangements, this amount is recognized in full as revenue in the 

statement of financial performance if no conditions are linked to the funding. Throughout the year the 

United Nations spends $800,000 of that money so that a surplus of $200,000 remains at the end of the year, 

which is transferred to accumulated surplus or deficit and consequently becomes part of net assets.  

3.2 Reserves 

Unfortunately, IPSAS does not provide a definition for reserves. However, as stated in the definitions 

section, the net assets of the United Nations reflect the residual interest in the assets after deducting all of 

its liabilities. In other words, amounts recognized as reserves should be those balances that remain within 

the organization, if all of its projects and activities are terminated and wound down and all liabilities paid. 

Reserves, by definition are restricted in nature either being as a result of an IPSAS requirement, e.g. 
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revaluation reserve or fair value reserve, or otherwise, e.g. as a result of a management decision to segregate 

a component of net assets for a particular purpose. 

Anything recognized directly in reserves should meet these requirements and should not fall under the 

definition of an asset or liability. 

As mentioned in section 3.1, any amounts recognized during the year in the statement of financial 

performance are transferred to accumulated surplus or deficit at the end of the year and consequently do not 

impact reserves. In the context of the United Nations, the expectation would be that the amounts recognized 

as reserves remain relatively unchanged. 

Example – Reserve 

In its Volume I UNSAS financial statements, the United Nations has a balance referred to as working capital 

fund reserve.  For the purposes of this example we continue to categorize this as a reserve – however in 

practice, and in the Volume I IPSAS financial statements this is categorised as a payable to member states 

due to the nature of the arrangement and the conditions of the United Nations Financial Regulations and 

Rules. 

As per the example in section 7.2.2 a brief summary of this balance is as follows: 

This reserve would include all balances that are contributed by Member States or donors with the aim to 

cover temporary advances for projects. The expectation would be that the overall balance of this reserve 

remains unchanged. 

The nature of this reserve is that it was injected by member states to be used for short-term cash needs, but 

that any advances made are quickly refunded so that the overall balance remains unchanged. Considering 

the fact that the balance will remain in the organization, if all operations and projects are wound down, the 

criteria of an item of net assets are considered to be met and the amount is consequently recognized as a 

reserve. 

Please note that any advance payments made with the cash related to this reserve do not impact the amount 

recognized as a reserve. 

In addition to the above information, the IPSAS framework also provides some specific examples of 

reserves that are shown as part of net assets: 

 Impact of revaluations of assets; 

 Gain and loss on available-for-sale financial instruments; 

 Hedging reserves. 
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3.2.1 REVALUATION RESERVE 

IPSAS 17 Property, Plant and Equipment gives organizations the choice to either account for their assets 

based on the cost model or the revaluation model. If an entity chose to use the revaluation model, gains and 

losses established as part of a revaluation would generally be recognized in net assets. 

As the United Nations has decided to account for its property, plant and equipment in accordance with the 

cost model, the revaluation reserve is not applicable to the United Nations. 

3.2.2 AVAILABLE-FOR-SALE RESERVE 

Generally, any gains or losses arising on financial instruments classified as available-for-sale under 

IPSAS 29 Financial Instruments: Recognition and Measurement are required to be recognized directly in 

net assets. Once the financial instrument is derecognized (or an impairment occurs), the cumulative gain or 

loss recognized in reserves is recycled to the statement of financial performance
2
. 

3.2.3 HEDGING RESERVES 

If the United Nations chooses to follow hedge accounting guidance, IPSAS 29 requires that the effective 

portions of a cash flow or a net investment hedge are recognized directly in net assets
3
. 

                                                           
2
 Depending on the outcome of the classification of financial instruments, this reserve might not be applicable to the United 

Nations. Please refer to Corporate Guidance #9 Financial Instruments for further information. 
3
 Please refer to Corporate Guidance #9 Financial Instruments for further information. Depending on the accounting policy choice 

made, this reserve might not be applicable to the United Nations. 



UN IPSAS Corporate Guidance – Presentation of Statement of 
Changes in Net Assets 

Items directly recognized in equity / net assets 

 

 
UN IPSAS Implementation Project 

OPPBA, DM  
Page 9 of 31 

4 ITEMS DIRECTLY RECOGNIZED IN EQUITY / NET ASSETS 

In addition to the discussion of certain reserves under IPSAS, various standards also mention specific 

transactions that should be recognized directly in net assets. 

Examples of such transactions are as follows: 

 Certain foreign currency differences; 

 Actuarial gains and losses; 

 Adjustments due to retrospective application of new accounting policies; 

 Correction of prior year errors. 

4.1.1 FOREIGN CURRENCY DIFFERENCES 

Generally speaking, the presentation of foreign currency differences follows the presentation of the 

underlying transaction that gave rise to the foreign currency difference. Consequently, if a transaction is 

required to be recognized in net assets, any foreign currency differences arising on that transaction should 

also be recognized in net assets alongside the underlying transaction that gives rise to it. 

Example – Foreign currency difference recognized in net assets 

IPSAS 29 Financial Instruments: Recognition and Measurement states that any gain or loss on non-

monetary items (e.g. equity instruments) classified as available-for-sale for accounting purposes should be 

recognized directly in net asset. Consequently, any foreign currency differences arising on the gain or loss 

should also be recognized directly in net assets. 

4.1.2 ACTUARIAL GAINS AND LOSSES 

IPSAS 25 Employee benefits provides organizations the choice to recognize any actuarial gains and losses 

arising on post-employment defined benefit schemes 
4
 in either the statement of financial performance or the 

statement of changes in net assets. The United Nations recognizes such gains or losses in the statement of 

changes in net assets and therefore actuarial gains / losses is a separate line item in Statement III. 

4.1.3 ADJUSTMENTS DUE TO RETROSPECTIVE APPLICATION OF CHANGES IN ACCOUNTING POLICIES 

If the United Nations decides to apply a new accounting policy (or change an existing accounting policy) in 

its financial statements and the new policy is applied retrospectively in line with IPSAS 3 Accounting 

                                                           
4
 We refer to Corporate Guidance #8 Employee benefits for a detailed discussion of post-employment defined benefit schemes. 



UN IPSAS Corporate Guidance – Presentation of Statement of 
Changes in Net Assets 

Items directly recognized in equity / net assets 

 

 
UN IPSAS Implementation Project 

OPPBA, DM  
Page 10 of 31 

Policies, Changes in Accounting Estimates and Errors, any adjustment arising should be recognized in the 

statement of changes in net assets
5
. 

While such adjustments are generally recognized in accumulated surplus or deficit, the impact of the change 

in accounting policy on the different elements of net assets should be separately shown. 

4.1.4 CORRECTION OF PRIOR YEAR ERRORS 

Similar to the recognition of adjustments due to the application of new accounting policies, the United 

Nations should also recognize any corrections of errors
6
 or restatements due to errors retrospectively. 

If the error was made in the comparative period shown in the financial statements, subject to materiality, the 

comparative period would be adjusted and restated. Following the restatement, the opening accumulated 

surplus or deficit for the current period would be updated. 

If the error was made prior to the comparative period shown, the adjustment would be reflected in the 

opening accumulated surplus or deficit of the comparative period. 

                                                           
5
 As the United Nations provides the previous period’s results as comparatives in its financial statements, the comparatives would 

also be adjusted for the change in accounting policies and consequently, the correction would technically be reflected in the 

opening accumulated surplus or deficit of the comparative period.  
6 Prior period errors are omissions from, and misstatements in, the United Nations’ financial statements for one or more prior 

periods arising from a failure to use, or misuse of, reliable information that: 

 Was available when financial statements for those periods were authorized for issue; and 

 Could reasonably be expected to have been obtained and taken into account in the preparation and presentation of those 

financial statements. 

Such errors include the effects of mathematical mistakes, mistakes in applying accounting policies, oversights or 

misinterpretations of facts, and fraud. 
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5 OPENING STATEMENT OF FINANCIAL POSITION 
CONSIDERATIONS 

5.1 Initial recognition of opening statement of financial position 
adjustments 

As there was no specific guidance in IPSAS for the first-time adoption of the new accounting framework 

and the recognition of adjustments arising upon adoption at the time of planning the United Nations’ IPSAS 

adoption
7
, the United Nations followed the guidance provided in IPSAS 3. This standard states that 

differences and adjustments arising from changes in accounting policies should be recognized 

retrospectively in net assets and specifically accumulated surplus or deficit. 

The United Nations will follow this approach and recognize all adjustments due to the adoption of IPSAS in 

accumulated surplus or deficit. 

Consequently, the double-entry used for the opening balance sheet adjustments will generally follow this 

format: 

Example – Opening statement of financial position adjustment 

Debit / Credit Financial statements line item Amount 

Debit / credit Statement of financial position – assets and liabilities XX 

Debit / credit Accumulated surplus or deficit XX 

 

As specified in section 8, IPSAS also requires the United Nations to include a reconciliation of its various 

statements of changes in net assets elements from opening to closing balance. 

In the year of adopting IPSAS, this reconciliation is further complicated as IPSAS also requires the United 

Nations to reconcile its opening net assets to its previous closing net assets under UNSAS and provide 

information on any adjustments made. 

An example of how such information could be presented is as follows: 

                                                           
7
 IPSAS 33 First-time adoption of accrual basis IPSASs was published on 29 January 2015. 
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Face of the statement of changes in net assets
8
 

 

Example - Statement of changes in net assets in year of IPSAS adoption 

 Accumulated surplus or deficit  Reserves Total 

31 December 2013 X X X 

Transition to IPSAS  

(Could opt to split the IPSAS opening balance 

adjustments in the face of the statement) 

X - X 

  Adjusted opening balance 1 January 2014 X X X 

Transfers between accumulated surplus or deficit 

and reserves 
X (X) - 

Surplus for the period - - X 

Actuarial losses on employee benefits liabilities (X) - (X) 

Others (as considered necessary) X X X 

  At 31 December 2014 X X X 

 

Disclosure notes to the financial statements 

In the notes to the financial statements, additional information on the specific opening adjustments should be 

provided. As mentioned above, these are posted in accumulated surplus or deficit. 

Example - Disclosure note in the statement of changes in net assets in year of IPSAS adoption 

 Accumulated 

surplus or deficit 
Reserves Total 

31 December 2013 X X X 

Transition to IPSAS    

e.g.: Initial recognition of property, plant and equipment X - X 

e.g.: Initial recognition of intangible assets X - X 

e.g.: Initial recognition of inventory X - X 

e.g.: Initial recognition of employee benefit liabilities X - X 

[…] X - X 

[…]  X - X 

  Total recognized change in net assets X - X 

  Adjusted opening balance 1 January 2014 X X X 

Transfers between accumulated surplus or deficit and reserves X (X) - 

Surplus for the period - - X 

Actuarial losses on employee benefits liabilities   (X) - (X) 

  At 31 December 2014 X X X 

                                                           
8
 Please refer to section 7 for further information on the different columns and rows. 
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5.2 Subsequent treatment of opening balance sheet adjustments 

As mentioned under 5.1, the creation of assets and liabilities as part of the opening statement of financial 

position adjustments will be achieved by completing the double-entry for each asset and liability to 

accumulated surplus or deficit. 

This is a one-time effort for the purpose of transitioning to IPSAS and does not require any follow-up 

adjustments in subsequent years. The assets and liabilities created as part of the opening statement of 

financial position exercise will be accounted for in line with the guidance provided by the United Nations 

Policy Framework and the relevant Corporate Guidance papers and are not subject to specific treatment just 

because they were recognized as part of the opening statement of position exercise. 
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6 SPECIFIC TOPICS 

6.1 Treatment of fund surpluses 

The United Nations accounts for most of its projects in especially created funds. The creation of such funds 

assures that any resources allocated to the project are appropriately managed. While a fund is usually created 

with regards to a specific project, it can also happen that multiple projects are managed within the same 

fund. 

One important aspect of these funds is that many of these funds are generally temporary. They are set up 

specifically for one or more projects and consequently once the projects are completed, the fund should be 

resolved. 

The question therefore arises what should be done from an accounting perspective with any project 

surpluses that are achieved on a project. 

The accounting treatment for such balances depends on whether the expectation is that such surpluses will 

be transferred to another project or fund within the same reporting entity or whether they will be refunded to 

the member state or donor
9
. 

6.1.1 TRANSFER OF SURPLUS TO NEW PROJECT OR NEW FUND WITHIN THE SAME REPORTING ENTITY
10 

In situations where the United Nations expects to transfer a surplus from one project or fund to another 

within the same reporting entity, the expectation would be that in the year of the transfer there would be no 

impact on the financial statements as a whole. 

The contribution provided by member states or donor for the original project would have been recognized as 

revenue in the year when it was received. The surplus remaining (which is consolidated with other funds in 

the reporting entity’s accumulated surplus/deficit) on this project is funding for another project; the transfer 

of the surplus to a new fund within the same reporting entity is an internal transfer and has no impact on the 

reporting entity’s revenue. 

Even though the impact on the overall financial statements is expected to be nil, certain entries can be made 

to demonstrate the accounting by individual project or fund. These entries are demonstrated in the following 

example. 

                                                           
9
 Please note that the guidance provided in this section only applies to the treatment of surpluses from voluntary contributions that 

are considered to be unconditional under IPSAS 23 Revenue from non-exchange transactions as our understanding is that assessed 

contributions are generally not transferred or refunded.  Please refer to Corporate Guidance #5 Funding arrangements for further 

information. 
10

 If the United Nations expects to transfer funds to another project in another reporting entity, the guidance included under 6.2.1 

refund to donor should be followed. 
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Example – Transferring a surplus from one project to another within the same reporting entity 

In 2013, a member state provided the United Nations with funding of $100,000 for project #1 under an 

unconditional funding agreement, which the United Nations recognized as revenue in 2013. 

At the end of the project in 2013, the United Nations actually only spent $90,000. Consequently a surplus of 

$10,000 remains in the fund and is included in accumulated surplus or deficit.  

In 2014, the member state asks the United Nations to transfer the $10,000 to project #2. 

2013 accounting entries: 

Dr  Statement of financial position – cash (if received) or receivable (if unpaid) $100,000 

Cr Statement of financial performance - revenue $100,000 

 

Dr  Statement of financial performance - expense $90,000 

Cr Statement of financial position – cash (if received) or payable (if unpaid) $90,000 

 

At the end of 2013 a surplus of $10,000 is transferred to accumulated surplus or deficit in net assets. 

2014 accounting entries:  

Project #1: 

Dr  Statement of financial performance - revenue $10,000 

Cr Statement of financial position – payable to project #2 $10,000 

Project #2: 

Dr  Statement of financial position – receivable from project #1 $10,000 

Cr Statement of financial performance - revenue $10,000 

 

Looking at the revenue entries in 2014, one can see that they would cancel out upon inter-fund elimination 

and that the overall impact of the transfer on the financial statements would be nil. 

6.1.2 REFUND OF SURPLUS TO MEMBER STATE OR DONOR
11 

In cases where projects result in a surplus, the United Nations often return such amounts to the member 

states or donors.  Under IPSAS accounting, this statement might trigger the recognition of a provision. 

                                                           
11

 Please note that the guidance provided in this section also applies to transfers of surpluses to funds in another reporting entity. 
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6.1.2.1 Recognition of a provision 

In order to recognize a provision, all of the following criteria need to be met: 

 An entity has a present obligation (legal or constructive) as a result of a past event; 

 It is probable that an outflow of resources embodying economic benefits or service potential will be 

required to settle the obligation; and 

 A reliable estimate can be made of the amount of the provision. 

Existence of present obligation as a result of a past event 

If the United Nations expects to achieve a surplus on a project, it should enquire with the member state or 

donor what should be done with regards to the surplus. If the member state or donor requests such amounts 

to be returned, the United Nations has an obligation and consequently should record a provision in its 

statement of financial position. 

Economic outflow probable 

The obligation referred to above is generally settled by returning unused funds, and an outflow of resources 

embodying economic benefits or service potential is therefore considered to be probable. 

Reliable estimate 

As mentioned above, a provision should be booked if a reliable estimate can be made. The provision should 

reflect the amount the United Nations expects to return to the donor at the end of the project. The United 

Nations should use all available information, such as interim reports and budget re-forecasts to establish the 

amount that will probably have to be paid back. 

In summary, a provision should be recognized with regards to all such arrangements where the United 

Nations expects to achieve a surplus and where it is asked to return the funds to the member state or donor. 

While the inclusion of a provision in the statement of financial position is relatively straight forward, the 

bigger question is how the debit side of the transaction should be recorded, specifically: 

 In the statement of financial performance; or 

 In accumulated surplus or deficit. 

6.1.2.2 Impact on statement of financial performance or accumulated surplus or deficit 

When taking a step back and thinking about what the provision to be recognized as per above guidance 

represents, one could argue that the provision is really a refund of part of the funding provided by the 

member states or donors, and not a distribution of a surplus achieved on the project. 

Following that thought-process, the debit should be booked in the statement of financial performance. 
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The next question then is to decide whether the debit should be recorded as a reduction to revenue or 

whether it should be recognized as an expense. 

This decision depends on the timing of the entry: 

If the refund is expected in the same year as the contribution from the member state or donor is recognized 

as revenue in line with Corporate Guidance #5 Funding arrangements, the provision should be recognized 

by reducing revenue. 

This treatment assures that the revenue recognized for the fund is reduced to the true amount of contribution 

provided by the member state or donor following any required repayments. 

Example – Recognition of liability in year of receipt of funding 

Debit / Credit Financial statements line item Amount 

Debit  Statement of financial performance - revenue XX 

Credit Statement of financial position - liability XX 

 

If the refund is expected in years following the initial recognition of revenue, the provision should be 

created by recognizing an expense. 

Example – Recognition of provision in subsequent years 

Debit / Credit Financial statements line item Amount 

Debit  Statement of financial performance - expense XX 

Credit Statement of financial position - provision XX 

 

Once the United Nations has recognized a provision, it should be updated on an ongoing basis as soon as 

more accurate information on the amount expected to be repaid is available. Any adjustments to be made to 

the provision are expected to be recognized in line with the above guidance: against revenue if the 

adjustment is made in the year the original contribution is recognized or as an expense if the provision is 

adjusted in subsequent years
12

. 

                                                           
12

 Please note that any amendments to the provision arising from differences in foreign currencies should be recognized in line 

with other foreign currency differences arising on other transactions.  



UN IPSAS Corporate Guidance – Presentation of Statement of 
Changes in Net Assets 

Presentation of the statement of changes in net assets 

 

 
UN IPSAS Implementation Project 

OPPBA, DM  
Page 18 of 31 

7 PRESENTATION OF THE STATEMENT OF CHANGES IN NET 
ASSETS 

The presentation of the statement of changes in net assets is a key question for any organization, including 

the United Nations, and should be carefully considered. This paper includes suggestions of how it could be 

done, but we recommend further discussions with senior management. 

As mentioned above, IPSAS 1 refers to the following key elements of net assets: 

 Contributed capital (does not apply for United Nations); 

 Accumulated surplus or deficit; 

 Reserves; 

 Minority interests (does not apply for United Nations). 

A key question for any entity, including the United Nations, is however, whether, and if yes, how these 

elements should be broken down further to provide more detailed information to the reader of the financial 

statements. 

While the guidance provided in IPSAS with regards to the statement of changes in net assets is fairly 

limited, the general approach for financial statements as a whole is that items should be grouped according 

to their nature and function. 

In line with these requirements, a possible way of presenting the United Nations’ statement of changes in net 

assets and the corresponding notes is as follows. 

7.1  Face of the statement of changes in net assets 

Current period Accumulated 

surplus or deficit  

Reserves Total 

31 December 20X3 X X X 

Prior year errors X - X 

Change in accounting policy X - X 

  Restated balance 31 December 20X3 X X X 

Changes in net assets/equity for 20X3    

Transfers between accumulated surplus or deficit and reserves (X) X - 

Surplus for the period X - X 

Actuarial gains/(losses) on employee benefits liabilities   X - X 

  At 31 December 20X4 X X X 
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Comparative period Accumulated 

surplus or deficit  

Reserves Total 

31 December 20X2 X X X 

Prior year errors X - X 

Change in accounting policy X - X 

  Restated balance 31 December 20X2 X X X 

Changes in net assets/equity for 20X3    

Transfers between accumulated surplus or deficit and reserves (X) X - 

Surplus for the period X - X 

Actuarial gains/(losses) on employee benefits liabilities   (X) - (X) 

  At 31 December 20X3 X X X 

 

The main face of the statement of financial statements would be kept fairly simple and straight forward with 

further information provided in the notes. 

Explanation of columns: 

The differentiation between accumulated surplus or deficit and reserves will be made based on the nature of 

the underlying transactions: 

 Amounts included under accumulated surplus or deficit are generally derived from operational 

undertakings and are expected to be used for future operational undertakings; 

 Amounts included under reserves are expected to reflect the true residual value of the organization and 

the balances shown under each are generally expected to remain unchanged. 

Explanation of rows 

The various rows included in the statement of changes in net assets summarize changes in net asset grouped 

by nature of the transactions. In order to provide the reader with useful information, each of the descriptions 

provided should be relatively self-explanatory. 

7.2 Presentation in notes of the financial statements 

As mentioned, the United Nations intends to keep the information provided on the face of the statement of 

changes in net assets at a minimum, while further, more detailed, information will be included in the notes to 

the financial statements. 

7.2.1 ACCUMULATED SURPLUS OR DEFICIT 

As mentioned above, accumulated surplus or deficit includes such amounts that derive from operational 

undertakings and are expected to be used for future operational undertakings. 
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IPSAS 1 stipulates that balances in the financial statements should be grouped based on similar nature and 

function and consequently, when splitting the accumulated surplus or deficit into subcategories, the United 

Nations should consider the main categories of its operations. 

An example of such a possible categorization is as follows: 

Accumulated surplus or deficit 

General fund and related funds Trust funds Other funds 

 

 General fund and related funds: In Volume I, this category would include UNA. In other volumes, this 

category would include the general or equivalent fund; 

 Trust funds: This category would include technical cooperation activities and other trust funds; 

 Other funds: Any funds not falling under one of the above classifications would be included in this 

category. 

7.2.2 RESERVES 

As mentioned above, under the suggested approach, only such amounts that meet the following criteria 

would be included in reserves: 

 Remain in the organizations, if all projects were wound down and all assets and liabilities were settled; 

 Not recognized in accumulated surplus or deficit. 

Considering the nature and function of amounts most likely falling under this category, possible 

subcategories are as follows: 

Reserves (Example) 

Working capital reserve 
Authorized retained 

reserve 

Fund principal from 

contributions 

Others (as considered 

necessary) 

 

 Working capital reserve
13

: This reserve would include all balances that are contributed by Member 

States or donors with the aim to cover temporary advances for projects. The expectation would be that 

the overall balance of this reserve remains unchanged in the long-term; 

 Authorized retained reserve
14

: This reserve would include those amounts set aside by the General 

Assembly, which can only be utilized upon authorization of the General Assembly; 

 Fund principal from contributions: This reserve would include all voluntary seed money contributed 

from Member States, which is not refundable; 

                                                           
13

 In the UNSAS accounts, this reserve was referred to as the working capital fund reserve. 
14

 In the UNSAS accounts, this reserve was referred to as the authorized retained surplus / fund principal balance. 
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 Others: If there are specific amounts that meet the definition of a reserve, which the United Nations 

prefers to track separately, an additional reserve can be include in the statement of changes in net assets. 
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Based on these suggested example classifications, an example of the information provided in the disclosure note is as follows: 

Current period Accumulated surplus or deficit  Reserves 

Total 
General fund 

and related 

funds 

Trust 

funds 

Other 

funds  

Working 

capital 

reserve 

Authorized 

retained 

reserve 

Fund principal 

from 

contributions 

Others (as 

considered 

necessary) 

31 December 20X3 X X X X X X X X 

         

Prior year errors X X X - - - - X 

Change in accounting policy X X X - - - - X 

         

Restated balance 31 December 

20X3 
X X X X X X X X 

         

Changes in net assets/equity for 

20X3 
        

Transfers between fund balances X X X - - - - - 

Transfers between reserves - - - X X X X - 

Transfers between accumulated 

surplus or deficit and reserves 
X X X X X X X - 

Surplus for the period X X X - - - - X 

Other (as considered necessary) X X X X X X X X 

         

At 31 December 20X4 X X X X X X X X 
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Comparative period Accumulated surplus or deficit / fund 

balances 
Reserves 

Total General fund 

and related 

funds 

Trust 

funds 

Other 

funds 

Working 

capital 

reserve 

Authorized 

retained 

reserve 

Fund principal 

from 

contributions 

Others (as 

considered 

necessary) 

31 December 20X2 X X X X X X X X 

         

Prior year errors X X X - - - - X 

Change in accounting policy X X X - - - - X 

         

Restated balance 31 December 

20X2 
X X X X X X X X 

         

Changes in net assets/equity for 

20X2 
        

Transfers between fund balances X X X - - - - - 

Transfers between reserves - - - X X X X - 

Transfers between accumulated 

surplus or deficit and reserves 
X X X X X X X - 

Surplus for the period X X X - - - - X 

Other (as considered necessary) X X X X X X X X 

         

At 31 December 20X3 X X X X X X X X 
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Explanation of rows 

Each of the rows specifies one of the changes or movements in net assets. In order to provide the reader with 

useful information, each of the descriptions provided should be relatively self-explanatory. 

Some of the rows included in the suggested layout refer to transfers between different categories included 

under net assets. Considering the nature of the different categories explained in 7.2.1 and 7.2.2, the 

expectation would be that in rare situations, transfers between such categories could occur, which would be 

reflected in these rows. 

While IPSAS is generally fairly vague about sub-classification of reserves, it does in various places require 

the inclusion of information on restricted balances where such restrictions are significant. Consequently, the 

United Nations should include information in the notes to its financial statements on any restricted balances 

included in its net assets (see section 8). 
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8 DISCLOSURES REQUIREMENTS 

General information on the disclosure requirements around the statement of changes in net assets can be 

found in IPSAS 1. Based on the guidance provided there, the following information is required: 

8.1 Accumulated surplus or deficit 

Before providing details on the movements in accumulated surplus or deficit, a description of each category 

under accumulated surplus or deficit should be provided in the notes to the financial statements to increase 

understandability of the financial statements. 

A reconciliation of all disclosed elements of accumulated surplus at the beginning and at the end of the 

period should be provided either on the face of the statement of changes in net assets or in the notes. 

8.2 Reserves 

Before providing details on the movements in reserves, a description of each reserve should be provided in 

the notes to the financial statements. As a next step, similarly as for accumulated surplus or deficit, a 

reconciliation from the beginning to the closing value should be provided for each disclosed reserve. An 

example of what the required reconciliations could look like is included in section 7. 

8.3 Information on restricted balances 

As mentioned above, IPSAS requires preparers of financial statements to provide information on any 

balances included in the financial statements that are restricted.  

While IPSAS does not provide a definition on when an amount is restricted, the general understanding is 

that an amount is restricted, if the purpose for which it can be used is limited. As stated in section 3.2 above, 

reserves, by definition are restricted in nature. 

Example: Volume I reserves 

In the course of the financial statements preparation process, Volume I identified that some insurance funds 

have reserves defined in their respective statutes / establishing agreements which are treated as restricted 

reserves; 

 the United Nations Group Staff Life Insurance Reserve Fund has a premium stabilization reserve; and 

 the United Nations Staff Mutual Insurance Society is required to maintain a reserve balance. 



UN IPSAS Corporate Guidance – Presentation of Statement of 
Changes in Net Assets 

Disclosures requirements 

 

 
UN IPSAS Implementation Project 

OPPBA, DM  
Page 26 of 31 

Example: Volume I restricted assets 

Restricted investments relating to insurance arrangements 

The restricted investments and cash of the United Nations Staff Mutual Insurance Society are separately 

identified in the notes to the financial statements. These material balances are not assessed as a restricted 

component of Net Assets. 

Restricted amounts relating to the principal of certain trust funds 

Similarly, in some cases the principal balance of trust funds is restricted based on the terms of the funding. 

Volume I identified the balances relating to these trust funds in the notes to the financial statements; this 

disclosure stated the balance at the year-end and that these balances are set aside and unavailable for use in 

the operations of these trust funds and are invested to generate revenue that is used in the operations of these 

Trust Funds. 

Restricted amounts in relation to the funding of employee benefits liabilities 

United Nations Secretariat reporting entities’ employee benefits liabilities accounted for on a defined benefit 

basis are generally unfunded. However arrangements are being developed in order to fund elements of these 

liabilities. 

Depending on the nature of these arrangements, the amounts received to fund these liabilities are likely to be 

restricted. In such cases it is recommended that disclosures in the notes to the financial statements disclose 

the amount of these restricted assets and the nature of the restriction. 

In the majority of cases, an amount will be restricted from the moment it is first recognized in the financial 

statements as the receipt of the amount is coupled with certain requirements. However, it can also happen 

that amounts become restricted at a later point in time, when management allocates such amounts for 

specific purposes. 

Considering the operations of the United Nations, the expectation would be that generally balances are 

restricted as contributions from member states and donors are generally provided with guidance on how to 

use them. The recommendation would therefore be to include general information in the disclosure notes on 

the nature of the different categories included under accumulated surplus or deficit and reserves and on the 

transactions and amounts included under each of them. In addition, information on any restrictions of such 

transactions or amounts should be included, if such information is considered necessary to explain the 

amounts shown and if it would improve the understanding of the reader of the financial statements.  
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9 APPENDICES 

9.1 Libya Special Envoy & joint United Nations / Arab League Special 
Envoy to Syria 

The purpose of this case study is to specify the accounting entries required with regards to transfers made 

between funds and refunds to donors or member states and the impact on the statement of changes in net 

assets (if any). 

The joint United Nations / Arab League Special Envoy to Syria was identified as an appropriate example 

and the details around it will be used as the basis for the case study. 

The specifics of the arrangement are as follows
15

: 

 In May 2010, the UK Government contributed $500,000 to the Libya Special Envoy. The arrangement is 

unconditional and the expectation is that any surplus will probably be transferred to another project 

within the same reporting entity at the end of the Libya Special Envoy undertaking. 

 The money remains unused as of 30 June 2012. 

 In July 2012, the UK Government contributes $1,000,000 to the joint UN / Arab League Special Envoy 

to Syria and asks for the $500,000 sitting unused in the Libya Special Envoy to also be transferred to this 

undertaking. 

 The project under the joint UN / Arab League Special Envoy to Syria kicks off in 2012, and expenses of 

$700,000 are recognized. 

 In June 2013, a change to the project occurs and the United Nations assumes that approximately 

$400,000 of funding are not expected to be needed on the project. Following confirmation with the UK 

Government, such amounts are to be returned. 

 No other expenses are incurred in 2013. 

 The remaining $400,000 are spent on project expenses in March 2014 and no further funds are to be paid 

to the UK Government. The project is finished. 

9.1.1 REFLECTION IN FINANCIAL STATEMENTS FOR PERIOD ENDING 31 DECEMBER 2010 

9.1.1.1 Libya Special Envoy 

May 2010 

The recognition of the contribution received from the UK Government should be recorded in line with the 

guidance provided in Corporate Guidance paper #5 Funding Arrangements. 

                                                           
15

 Please note that as part of this example, certain assumptions were made for illustrative purposes.   
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Debit / Credit Financial statements line item Amount 

Debit Statement of financial position – accounts receivable (if unpaid) or cash (if paid) $500,000 

Credit Statement of financial performance – revenue $500,000 

 

December 2010 

Following the closure of the accounts in 2010, the net revenue of the year of $500,000 is transferred to the 

statement of changes in net assets: 

Debit / Credit Financial statements line item Amount 

Debit Statement of financial performance - revenue $500,000 

Credit Accumulated surplus or deficit $500,000 

 

9.1.2 REFLECTION IN FINANCIAL STATEMENTS FOR PERIOD ENDING 31 DECEMBER 2011 

No entries required in 2011 financial statements. 

9.1.3 REFLECTION IN FINANCIAL STATEMENTS FOR PERIOD ENDING 31 DECEMBER 2012 

9.1.3.1 Libya Special Envoy 

July 2012 

As stated above, the UK Government asks that all unused funds be transferred from the Libya Special 

Envoy to the joint United Nations / Arab League Special Envoy to Syria. 

Debit / Credit Financial statements line item Amount 

Debit Statement of financial performance - revenue $500,000 

Credit Statement of financial position – liability to joint United Nations / Arab 

League Special Envoy to Syria 
$500,000 

 

Upon payment, the liability would be released as follows: 

Debit / Credit Financial statements line item Amount 

Debit Statement of financial position – liability to joint United Nations / Arab 

League Special Envoy to Syria 

$500,000 

Credit Statement of financial position – cash $500,000 
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9.1.3.2 Joint United Nations / Arab League Special Envoy to Syria 

July 2012 

As specified above, the contributions for this arrangement come from two sources: 

 Directly from the UK Government; and 

 From the Libya Special Envoy.  

Both contributions should be recognized in line with the guidance provided in Corporate Guidance paper #5 

Funding Arrangements. 

Debit / Credit Financial statements line item Amount 

Debit Statement of financial position – receivable from Libya Special Envoy $500,000 

Debit Statement of financial position – receivable from UK Government $1,000,000 

Credit Statement of financial performance – revenue $1,500,000 

 

As described in section 6.1.1, the impact of the transfer of $500,000 on the overall financial statements of 

the reporting entity is nil. 

August – December 2012 

As mentioned above, the project kicks off and expenses of $700,000 are incurred in 2012.  

Debit / Credit Financial statements line item Amount 

Debit Statement of financial performance - expenses $700,000 

Credit Statement of financial position – payable (if unpaid) or cash (if paid) $700,000 

 

December 2012 

 

At the end of 2012, the surplus transferred to the statement of changes in net assets is $800,000 ($1,500,000 

- $700,000). 

Debit / Credit Financial statements line item Amount 

Debit Statement of financial performance - revenue $1,500,000 

Credit Statement of financial performance - expenses $700,000 

Credit Accumulated surplus or deficit $800,000 
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9.1.4 REFLECTION IN FINANCIAL STATEMENTS FOR PERIOD ENDING 31 DECEMBER 2013 

9.1.4.1 Joint United Nations / Arab League Special Envoy to Syria 

June 2013 

As mentioned in the assumptions, a project change occurs in June 2013 resulting in approximately $400,000 

no longer being needed. This amount is to be refunded to the UK Government. 

As this happens in a subsequent year to when the contribution was recognized, the provision is created by 

recognizing an expense. 

Debit / Credit Financial statements line item Amount 

Debit Statement of financial performance - expense $400,000 

Credit Statement of financial position - provision $400,000 

 

December 2013 

At the end of 2013, the annual result (deficit of $400,000) is transferred to accumulated surplus or deficit. 

Debit / Credit Financial statements line item Amount 

Debit Accumulated surplus or deficit $400,000 

Credit Statement of financial performance - expense $400,000 

 

9.1.5 REFLECTION IN FINANCIAL STATEMENTS FOR PERIOD ENDING 31 DECEMBER 2014 

9.1.5.1 Joint United Nations / Arab League Special Envoy to Syria 

March 2014 

As mentioned, the remaining $400,000 are spent on project expenses in 2014 and the project is finalized, 

including the payment of the $400,000 to the UK Government.  

Debit / Credit Financial statements line item Amount 

Debit Statement of financial performance - expense $400,000 

Credit Statement of financial position - payable (if unpaid) or cash (if paid) $400,000 

 

Debit / Credit Financial statements line item Amount 

Debit Statement of financial position - provision $400,000 

Credit Statement of financial position – payable to UK Government $400,000 
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Debit / Credit Financial statements line item Amount 

Debit Statement of financial position - payable to UK Government $400,000 

Credit Statement of financial position - cash $400,000 

 

December 2014 

At the end of 2014, the annual result (deficit of $400,000) is transferred to accumulated surplus or deficit. 

Debit / Credit Financial statements line item Amount 

Debit Accumulated surplus or deficit $400,000 

Credit Statement of financial performance - expense $400,000 

 


