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Global Perspective 

• In 2015, 41 governments (21 percent) had completed 
the transition to accrual accounting;  

• 16 governments accounted on a modified accrual 
basis (8 percent);  

• 28 governments (17 percent) are on a modified cash 
basis;  and 

• 114 governments (57 percent) remain on pure cash 
accounting (Source: IMF, 2016). 



Global Perspective 

• A 2018 Status Report by          and                            
that analyzed 150 countries projected that the 
number of governments reporting on accrual will rise 
from 25% (38) in 2018 to 65% (98) in 2023.

https://www.cipfa.org/


Global Perspective

• The regions expected to see the greatest increases in 
accrual adoption by 2023 included:

• Africa: 19 total countries (two currently)

• Latin America and the Caribbean: 23 total countries 
(seven currently)

• Asia: 21 total countries (six currently)



Accrual Accounting  

• Accrual basis accounting is an accounting method that 
requires revenues to be recorded in the financial statements 
when they are earned and expenditures to be recorded in the 
financial statements when they are incurred. 

• The timing of this recognition in the financial statements can 
differ from the timing of the related cash flows. 

• Revenues and expenditures may be recorded in the financial 
statements either before or after the related cash flows have 
occurred.



Accrual Accounting 

• Cash basis accounting is an accounting method that 
requires transactions to be recorded only when a 
cash flow has occurred. 

• While accrual accounting has been the norm among 
private corporations for over a century, majority of 
governments prepared their budgets and accounts on 
a cash basis up until the end of the last century. 



Why Accrual Accounting? 

Recognition of the limits of 
pure cash accounting; 

Development of accrual based 
international standards for 
government fiscal and financial 
reporting (GFSM and IPSAS)

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

Advent of computerized IFMISs
which greatly reduce the 
transaction costs of collecting 
and consolidating accrual-based 
information. 



Why Accrual Accounting? 

• Innovations in Government Accounting 

Recording of all stocks of assets and liabilities, in balance sheets

The recognition of economic events in flow reports 

Enhanced monitoring of liabilities and contingent liabilities

Consolidation of all entities under government control



Accrual Accounting Benefits? 

• COK 2010 – Article 10 (National Values and 
Principles of Governance)
– Good governance, integrity, transparency and 

accountability. 

• PFM Act, 2012 – Section 66
– AOs to promote and enforce transparency, effective 

management and accountability with regard to the use of 
public finances. 



Accrual Accounting Benefits? 

• What are the Qualitative characteristics of financial 
information? 

• These are the attributes that make financial 
information useful to users. 

• If financial information is to be useful, it must be 
relevant and faithfully represent what it purports to 
represent. The usefulness of financial information is 
enhanced if it is comparable, verifiable, timely and 
understandable.(IASB 2010, paragraph QC4)



Accrual Accounting Benefits? 

Relevance; If it is capable of 
influencing the decisions of 
users; Relevant information 
should have both predictive

and confirmatory value.

Faithful representation -
Must be complete, neutral 

and free from error. 

Fundamental 
Characteristics 



Accrual Accounting Benefits? 

Comparability Verifiability Timeliness

Understandability Accuracy Transparency

Consistency
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Why Implement Accrual 
Accounting? 

• Other Benefits 
– Enhanced monitoring of liabilities and contingent 

liabilities. 

– Conform to Generally Accepted Accounting 
Principles or GAAP. 

– Provides a better long-term view and accurate 
financial picture.

– The consolidation of all entities under 
government control. 



Why Implement Accrual 
Accounting? 

• Possible Challenges to adoption of accrual
– Realistic program timeline and appropriate 

planning. 

– Buy-in of operational government leadership.

– Finance department employees capacity and 
technical accounting support.

– Property, Plant and Equipment (PPE) recognition. 




