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Introducéo

In 2008 the Brazilian Committee of Convergence published its regulations aligned with the International
Public Sector Accounting Standards (IPSAS). This change created a great challenge for the local
governments. As mgjor policies change in the Brazilian public sector accounting, we highlighted the
adoption of accrual and the use of a set of financial statements compliance from IPSAS 1. Many public
bodies only presented their budgetary statement and their notes as a means to comply with legality

Problema de Pesquisa e Objetivo

To understand the problems involved in accounting within the public sector, we need to study the political
and economic influences that prevent accountability and transparency. The New Public Management
(NPM) has been identified as away to improve the efficiency of public services. It focuses on the
provision of information for the management of these services. Brazil is going through a historically
known model, which affected many countries as well:Patrimonial, Bureaucratic and Management.

Fundamentacédo Tedrica

Several theories have helped to explain the adoption of reformsin government management, including the
public choices, agency and ingtitutional theories. The communication theory also recognizes the important
role of accounting in the public sector (Dias Filho & Nakagawa, 2001). According to the institutional
theory, organizations have become more homogeneous and bureaucracy is a common feature in them. The
mechanisms of reforms, transparency has been mentioned as a sign of good management.

M etodologia

For our research, we considered the years 2012 and 2013. We based our sample on 45 cities of more than
500,000 inhabitants, including all Brazilian state capitals. IPSAS provides a benchmark to evaluate how
they are applying the best practices used to built a score of accrual accounting. Analysis set similarly as -
the techniques of the Multidimensional Scaling (MDS) and the Mann-Whitney tests- were applied to
identify homogeneous groups. We used the Pearson correlation to verify two variables.

Andlise dos Resultados

The local government analyses allow us to identify the difficulties of IPSAS 1 for compliance. We used
the index by categories of accounting: contents of financial report, information recommended by IFAC to
be disclosed by accrual accounting and Property, plant and egquipment. The most advanced on the accrual
adoption and made up of the cities of Rio de Janeiro, S&o Paulo and Recife. Biggest cities, located in
Southeast region present the best index as confirmed in the Pearson correlation.

Concluséo

The best performances come from the Southeast and Northeast Region.The main limitation found in this
research isthe lack of disclosure in financial reporting. Similarly, the fact that the presentation of financial
statements under the new 2014 regulations is mandatory emphasized the relevance of this study. Since
2008, few cities have complied with the requirements of the IPSAS implementation. The newer
information from our datais Property, plant and equipment.
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THE ADOPTION OF INTERNATIONAL PUBLIC ACCOUNTING STANDARDSIN
LOCAL BRAZILIAN GOVERNMENTS

1. Introduction

In 2008, the Brazilian Committee of Convergencelighbd its regulations aligned
with the International Public Sector Accounting riétards (IPSAS). This change created a
great challenge for the local governments in Brazil

The accounting reform emphasizes financial trarespar and accountability.
According to the International Public Sector Accmgp Standards Board (IPSASB), in
developing countries, the introduction of mandatagcrual accounting stimulates their
developmental goals, including poverty reductiohd®, 2010).

As major policies change in the Brazilian publictse accounting, we highlighted
the adoption of accrual and the use of a set @nfiral statements. Accrual basis provides
different information as those disclosed in theditranal budgetary system. Accrual
information is more useful in assessing the finalnsustainability and the cost of public
services. Pina, Torres and Yetano (2009), note et budgetary information does not
provide information on fixed assets and changewdst periods."Until 2008, regulation and
enforcement of the Brazilian public sector accauntsystem was based on budgetary
management. Many public bodies only presented thalgetary statement and their notes as
a means to comply with legality. They consideresl@¢taboration of a balance sheet and other
financial statements required by the IPSAS unnecgsShe reform has been known for
emphasizing the relevance of accounting informafimrge de Jesus and Eirado, 2012). The
IPSAS addresses the usefulness of the informati@viged by accounting systems in
decision-making and long-term planning. Instituéibtheories corroborate our discussion in
the government accounting reform. In addition, Agency Theory, the Theory of Public
Choice and the Theory of Communication have coute in several studies to explaining
the usefulness of accounting information (Dias ¢-#éhNakagawa, 2001).

This study is organized into five separate secti@estions one and two present the
theoretical foundations and the legislative his@ri context of the Brazilian public
administration. Sections three and four descriiee rhethodology and results. Finally, in
Section five and six, the final considerations aadclusions are discussed.

2. Theoretical Framework

To understand the problems involved in accountintin the public sector, we need
to study the political and economic influences thgvent accountability and transparency.
The New Public Management (NPM) has been identifieéd way to improve the efficiency
of public services. It focuses on the provisionirdbrmation for the management of these
services. For Meyer (see Lapsley, 1999) accounisng practice that will lead to the
rationalization and modernization of the publicteec

Several theories have helped to explain the adoptioreforms in government
management, including the public choices, agencyl anmstitutional theories. The
communication theory also recognizes the importalg of accounting in the public sector
(Dias Filho & Nakagawa, 2001). According to thetitugional theory, organizations have
become more homogeneous and bureaucracy is a corfgature in them. DiMaggio and
Powell (1983) explain why in organizations we foundmogeneity in forms but not in
practices. They define how this homogeneity hasnbestablished. In institutional
isomorphism, three mechanisms are distinguishedh &dth its own characteristics: (1)
coercive isomorphism comes from political influenmed the problem of legitimacy; (2)
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mimetic isomorphism results from responses to uacerstandards and (3) normative
isomorphism is associated with professionalism.

Scapens (1994) offers a theoretical framework #iktws us to understand the
institutional theory as an extension of the newitas theory. Accounting advances and their
recognition by users, strengthen the institutiangbortance of new mechanisms that alters
routine accounting. The model developed by Burrgs Srapens (2000) defines management
accounting as a set of information systems thapaupobjective oriented decisions. The
authors explain that institutional theory showg thare is a relationship between the routine
actions and institutions.

The Theory of Public Choice seeks to explain themex institutional interactions
within the public area. It presents an analysierdgd towards a real restructuration of
institutions that can be performed without majociagbcost. Senior officials and politicians
tend to profit from governmental institutions, igimg the needs of society (Buchanan, 1984).
The theory of Public Choices tries to explain pchianagement behavior in terms of
political interests and relationships between msljtpower and management. The accounting
sector was looking to establish new approachesanagement practice. The new approaches
would determine whether the management was suctessterms of responsibility and
accountability. Brorstrom (1998) explains that aipesin accounting in Sweden are supported
by the theory of public choice.

Guthrie (1998) argues that the accrual accounefgrms in Australia have opened a
large number of possibilities for new managemeohneues from the private sector. The
management emerging from the public administratreform, started to overcome
bureaucracy. Another study conducted by Hammerstland Meyer (2003) to understand
the reforms in public administration in Austria. hel results point out the influence of
entrepreneurs ‘influences in politics and in thenawdstration. They have interests and stand
out as major players in the reform process.

Regarding the mechanisms of reforms, transpareasyben mentioned as a sign of
good management, especially in public administratidut as noted by Donald Johnston,
General Secretary of the Organization for Coopematand Economic Development,
transparency is non-existent even in developedtdesn Several countries however, have
moved towards a more transparent public administramainly because new technologies
have helped to disclose systematized informaticaking the process of transparency more
democratic (Kimet.al. 2005).

On the transparency provided by the accountingnamly focus on the presentation
of the financial statements, allowing governmeriie tomparison and measurement of
management performance of public resources. MandkRyan (2006), identified in a study
conducted in Australia, that financial reports warsed more to meet financial and
accountability requierements, than decision-making.

Brazil is going through a historically known modelhich affected many countries
as well. These models are Patrimonial, Bureaucratid Management. Currently, the
Brazilian Administration continues its managerialbfjc administration, responding to the
new challenges of an ever-evolving world.

We quote two different regulating pathways in palséector accounting: the first is
based on Roman law and regulated by public bodies;second is the Anglo Saxon one,
which is governed by the professional sector (Tosteal., 1998). In Brazil, accounting
standards are based on the first one in which réifte regulating bodies regulate the
implementation of the new IPSAS procedures.

Several factors encourage reforms in public aceognwhich focus primarily on the
adoption of accrual accounting. According to IPSA® accrual is an accounting basis in
which transactions and other events are recogm#ezh they “occur” and differ from cash
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basis- they are based on performing accountingecagnize only at the time of collection or
payment.

Here, we list some factors that guide public seatmounting reforms: (is) recording
all assets and liabilities; (ii) permitting the eftive consolidation of public finances; (iii)
improving accountability; (iv) implementing a coslystem, according to the National
Treasury. The challenges presented aim to insinatize procedures not performed or poorly
performed and require changes. Below, we highlitjet main regulations, which govern
Public Finance from its legal framework to receevides.

In 2007, the Federal Accounting Council issued lrggm n. 1.111 recognized as
accounting principles from the perspective of thélig sector. In 2008, this standard led up
the creation of the so-called Brazilian Public Aaating Standards, which was a pioneer
reform.

Until the publication of Brazilian accounting stamds in 2008, a mixed system
(based on budgetary control) or modified accruas wpplied. It was considered as a cash
basis for income and accruals for expenses, causingal distortion in the information
disclosed by the accounts. The National Treaswelaythg the dates for the compliance with
the Public Sector Accounting Manual (PSAM), 2014nfethe year for its mandatory
adoption, issued several legal dispositions. Actiagninformation systems enhance and
redirect the activities of personnel working wittese systems and modernize the teaching of
public accounting.

The National Treasury (STN), the central headquarftéublic Accounting in Brazil,
with the Public Sector Applied Accounting ManualR&AM), established general rules for
the budgeting of the federal government, statesiicipalities and federal district.

This Handbook contains the procedures introducedhiey Brazilian Accounting
Standards for the Public Sector. A recent and ®ggmt number of initiatives have
accelerated the evolution of the management ofipdibnces in Brazil, establishing a new
model of Accounting (Bezerra Filho and Feij6, 20I)e implementation of IPSAS helps us
to compare the data generated by the accountinggS et al. (1998). The implementation of
these principles in sixteen countries concluded #ugh enforcement is being carried out
gradually and is influenced by the heterogeneitthefaccounting systems.

We present the structures of the balance sheet timeléaw 4.320 of 1964 (regulatory
framework), noting that it still diverges from theodel presented by the IPSAS No. 1,
especially with the criteria used for the separabetween groups of current and non-current
accounts, (Felix, Alves, Silva, & Carvalho, 2008)d situation changed with the legal
disposition 184 of 2008 and Decree 6976 of 2008sgmting a new accounting model based
on the international standards, Flaehal. (2013). The national laws seek to provide
international standard but it does not achievalit s

The IPSAS are not in force in Brazil and the regjates presented are not currently
equivalent to the International Financial ReportBtgndards (IFRS) - although the agencies
involved in this process are working toward its gttt (Feijo, 2013).

3. Data and methodology

Data for the forty-five local governments in BraZibom the twenty-seven states were
obtained based on the regulatory requirementshfotdcal administration and based on their
annual reports. For our research, we consideredy¢laes 2012 and 2013. We based our
sample on cities of more than 500,000 inhabitardh Brazilian state capitals. The sample
obtained was conducted in the following cities atates:

Séao Paulo, Guarulhos Campinas, Sao Bernardo do @;aé®amto André, Osasco, Sao
Josédos Campos, Ribeirdo Preto, Sorocaba (S&o)P&idtode Janeiro (Rio de Janeiro),
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Salvador (Bahia), Brasilia (Distrito Federal), Bdeza (Ceard), Belo Horizonte (Minas
Gerais), Manaus (Amazonas), Curitiba (Parana), fRg&ternambuco), Porto Alegre (Rio
Grande do Sul), Belém (Para), Goiania (Goias), [Sas (Maranhao), Sdo Gongalo (Rio de
Janeiro), Macei6(Alagoas), Duque de Caxias (Ridateeiro), Natal (Rio Grande do Norte),
Teresina (Piaui), Campo Grande (Mato Grosso dg Skalya Iguacu (Rio de Janeiro), Jodo
Pessoa (Paraiba), Jaboatdo dos Guararapes (Peooymhlberlandia (Minas Gerais),
Contagem (Minas Gerais), Aracaju (Sergipe), Feima Shntana (Bahia), Cuiaba(Mato
Grosso), Joinville (Santa Catarina), Juiz de FMads Gerais), Londrina (Parand). Further
more, obeying the criterion of considering all ¢alsi, we have considered all that did not
presente the total of 500 the ousandin habitamdgoP/elho (Rondb6nia), Macapa (Amapa),
Rio Branco (Acre), Vitéria (Espirito Santo), Boastd (Roraima) Palmas (Tocantins) and
Florianopolis (Santa Catarina).

With the election of the forty-five cities, accoung for 30.6% of total Brazilian
population 190,732,694, according to Geography iBaazInstitute of Statistics (IBGE), we
have separated cities by region to facilitate asialy

Table 1. Cities Sample Selection

Region North Northeast Midwest Southeast South Total
Cities 7 11 4 18 5 45

When analyzing the contents of the financial statetsbased on the study of Pata
al. (2009), we checked: 1) when the information vegmlly required and actually submitted.
2) when the information was not mandatory but prest 3) when the information was
mandatory and not presented and "blank” when itnme€ompulsory and not presented.

Given the heterogeneity between the annual accairtscal governments studied -
even within the same state-the requirements of B$ovide a benchmark to evaluate how
they are applying the best practices representetP8AS and the quality of the financial
information displayed.

Table 2 shows the items included as well as thepkanesults. The score of accrual
accounting was built with the classifications 1 @ds they represent the official framework
of public sector accounting for local governmenteach city. We applied the methodology
used by Hung (2000) for the private business sextdrthe methodology of Torres and Pina
(2003), for the public sector. Thus, the scoreaauanulation was built with equal importance
for the 25 items.

An exploratory data analysis was performed to ifierihe main features of local
governments” accounting practices. Analysis sanilarly as -the techniques of the
Multidimensional Scaling (MDS) and the Mann-Whitnégsts- were applied to identify
homogeneous groups within the studied local govemimMultidimensional scaling
techniques were used to explore possible modelteaifires, discussed in the preceding
section as well as the Mann-Whitney test, to compiae quality of public administrations in
Brazilian regions. The multidimensional scaling (B)Kruskal, 1964) technique is designed
to show similarity (or dissimilarity) between paokobjects generated from actual distances.

This analysis provides a graphical representatioabkng the identification of
profiles. For the multidimensional analysis, theSXLAL program of SPSS software was used
for the calculation of distances between citiegigigating in the study. As a criterion for the
model adequacy, the rates of "stress" were appfiedording to Hair, Jr. et al (2006) it is
essential to indicate the proportion of variationdisparities. According to Kupke (2004),
rates of "stress" with values below 0.1 and R2 ffaoent of determination) with values
closer to 1 are considered ideal.



Table 2: Contents of financial report (at localdgv

North Northeast Midwest

5 2, 5 § £ < E

E = 2 (P E £ 2% % 3

= E R E 2 g 2 EZ
GENERAL CONCEPTS
Departures from accounting principles (v 1.1) 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3
Comparative figures for the previous peried{v 1.2} 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3
Changes in accounting polices (v 1.3) 2
Consequences for changes in prior periods (v 1.4)
Reasons for change (v 1.5) 2

BALANCE SHEET

Balance sheet inder modified accrual basis (v 1.6)

Balance sheet under full accrual incliding depreciation (v 1.7}

Balance sheet of financial assets and liabilities (v 1.8} 13 3 3 1 3 13 311 3 3 3 1 3 3 1 3 11 1 1
STATEMENT OF FINANCIAL INCOME

Accounting format (v 1.9)

List format (v 1.10) 2 2
Inter period allocations are disclosed (v 1.11)

OTHER FINANCTAL STATEMENTS

Statement of source and applications of funds (v 1.12)

Statements of cash flow (v 1.13) 3 3 3 3 3 3 3 33 3 3 3 3 3 3 3 3 3 3 3 3 3
Reconciliation statement profit —cash flow (v 1.14}

BUDGETARY INFORMATION

(=]
)
)

b2
=)

(¥
=

Statement of annual budget (v 1.15) 1 1 3 3 1 3 3 3 1 1 1 1 3 1 1 3 1 1 1 1 1 1
Classification of expenditure by function (v 1.16) 11 3 3 1 3 13 31 1 1 1 3 1 1 3 1 1 3 1 1 3
The expenditure are grouped by objective classes (v 1.17) 11 3 3 1 3 13 3t 1 1 1 3 1 1 3 11 11 1 1
The revenues are grouped by sources (v 1.18) 11 3 3 1 3 3 31 1 1 1 3 1 1 3 1 1 11 1 1
Statement of budgetary execution (v 1.19} 11 3 3 1 3 13 31 1 1 1 3 1 1 3 1 1 1 1 1 1
Budgetary cash flow statement (v 1.20)
Debt statement (v 1.21) 13 3 3 1 3 3 31 3 3 3 3 1 3 3 1 3 31 I 3
Continuation Table 2
Southeast South
s fe8 £F2=. % B E
b8 z uw owm vi 2 B U0 w & = 0 a & a8 &

GENERAL CONCEPTS

Departures from accounting principles (v 1.1) 1 3 3 3 3 3 33 3 3 3 3 3 3 3 3 3 3

Comparative figures for the previous period(v 1.2) 1 1 3 3 1 3 i1 3 3 3 3 311 3 33

Changes in accounting polices (v 1.3) 2 2 2 2

Consequences for changes in prior periods (v 1.4) 2 2

Reasons for change (v 1.5) 2 2

BATLANCE SHEET

Balance sheet under modified accrual basis (v 1.6) 22 2 2

Balance sheet under full accrual mcluding depreciation (v1.7) 2 2

Balance sheet of financial assets and habilities (v 1.8) 1113 113 3 13 3 1113 3 11 33 1 3 1

STATEMENT OF FINANCIAL INCOME

Accounting format (v 1.9)

List format (v 1.10) 22 2 2 2 2 2 2 2 2 2

Inter period allocations are disclosed (v 1.11)

OTHER FINANCIAL STATEMENTS

Statement of source and applications of funds (v 1.12)

Statements of cash flow (v 1.13) 33 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 1 33 3 3 3

Reconciliation statement profit —cash flow (v 1.14)

BUDGETARY INFORMATION

Statement of anmual budget (v 1.15) 111 3 3 13 1 1 1 3 1 1 11 3 3 1 111 3 1

Classification of expenditure by function (v 1.16) 111 3 113 1113 113 13 31 1 3 1 3 1

The expenditure are grouped by objective classes (v 1.17) 111 3 113 1113 11113 31 1 3 1 3 1

The revenues are grouped by sources (v 1.18) 111 3 113 1113 11113 31 1 3 1 3 1

Statement of budgetary execution (v 1.19) 1113113 1113 11113 31 1 11 3 1

Budgetary cash flow statement (v 1.20)
Debt statement (v 1.21) 31 3 3 3 3 3 3 3 3 3 3 3 3 3 3 31 33 3 3 1




Table 3: Information recommended by IFAC to be ldised by accrual accounting

North Northeast Midwest
BALANCE SHEET
GENERAL INFORMATION
Methods of providing for pension and retitements plans (v 2.1)
Contingent assets and contingents labilities (v 2.2 3 3 3 3 3 3 3 3 33 3 3 3 3 3 3 3 3 3 3 3 3
Amounts committed for future capital expenditures (v 2.3)
ASSETS
Property, Plant and Equipment
Land and buildings (v 2.4) 3 3 3 3 3 3 3 331 3 3 3 3 3 3 3 13 1 3 1 3
Plant and equipment (v 2.5) 3 3 3 3 3 3 3 331 3 3 3 3 3 3 3 3 3 3 1 3
Infrastmcture assets (v 2.6) 3 3 3 3 3 3 3 3 33 3 3 3 3 3 3 3 13 33 3 3
Accumulated depreciation (v 2.7) 1 3 3 3 1 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3
Other long-term assets
Long-term investments (v 2.8) 1 3 3 3 1 3 3 313 3 3 3 3 3 3 3 3 1 1 1 3
Long-term receivables (v 2.9) 1 3 3 3 1 3 13 313 3 3 3 3 3 3 3 13 11 1 3
Intangible assets (v 2.10) 1 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3 3

Expenditures carrisd forward (v 2.11)

Current assets

Cash (v2.12) 1 3 3 3 1 3 3 3113 3 3 3 3 3 1 3 11 1 1
Marketable securities, other than long-term investments (v 2.13) 1 3 3 3 3 3 3 11 3 3 3 3 3 3 1 3 1 1 1 3
Receivables (v 2.14) 1 3 3 3 1 3 3 3113 3 3 3 3 313 11 11
LIABILITY

Long-term liabilities

Loans (v 2.15) 1 3 3 3 1 3 3 313 3 3 3 3 3 3 3 3 111 3
Long-term liabilities

Bark loans and overdrafts(v 2.16) 1 3 3 3 1 3 3 313 3 3 3 3 3 31 13 11 1 1
Current portions of long term labdlities (v 2.17)

Payablez (v 2.18) 2

Other liabilities and provisions (v 2.19) 3 3 3 3 3 3 13 311 3 3 3 3 3 3 3 13 31 3 3

INCOME STATEMENT
Operating ravenues (v 2.20)
Depreciation (v 2.21)

1 3 3 3 1 3 3 3 3 3 3 3 3 3 3 3 3 13 3 3 3 3
Income from investments (v 2.22 1 3 3 3 1 3 3 i1 1 3 3 3 3 3 3 3 3 31 3 1
Interests expense (v 2.23) 1 3 3 3 3 3 3 311 3 3 3 3 3 31 13 11 3 1
Estraordinary charges (v 2.24) 1 3 3 3 1 3 3 3113 3 3 3 3 3 1 3 11 11
Extraordinary credits (v 2.25) 1 3 3 3 1 3 3 3113 3 3 3 3 3 1 3 11 11
Coincidence (max 25) 4 0 0 011 0 O g12woooooo 7T 0 111211 7
% of coincidence % 0 0 044 00 04 40 0 0 0 0O O 028 0 44 48 44 28



Continuation Table 3

Southeast South

2252220 3%E S5.%8z5 ) o E,z8
BALANCE SHEET
GENERAL INFORMATION
Methods of providing for pension and retirements plans (v 2.1)
Contingent assets and contingents liabilities (v 2.2) 333 33 33 3333333313433 33 3 3 3
Amounts committed for future capital expenditures (v 2.3)
ASSETS
Property, Plant and Equipment
Land and buildings (v 2.4) 113333331331 133331 3313 3
Plant and equipment (v 2.5) 1133333 3133113313 73.1 3313 3
Infrastructure assets (v 2.6) 33333 3333333331373 73$3 33333
Accumulated depreciation (v 2.7) 11 3 3 3% 3 3% 313 3 33 3 313 131 33 3 3 3
Other long-term assets
Long-term investments (v 2.8) 11 1 331 3 3 3 313 3 31 3 3
Long-term receivables (v 2.9) 11331133133 3313311 333 31
Intangible assets (v 2.10) 113 3313 313 3 3333331 333 31
Expenditures camed forward (v 2.11)
Current assets
Cash(v2.12) l11 1311331331113 311 331131
Marketable securities, otherthan longteminvestments (v213) 1 1 1 3 1 1 3 3 1 3 3 1 113311 33131
Receivables (v 2.14) 111311331331 113311 331131
LIABILITY
Long-term liabilities
Loans (v 2.13) 11131 1331333313311 33331
Long-term liabilities
Bank loans and overdrafts(v 2.16) 11131 1331333313311 33331
Current portions of long term liabilities (v 2.17)
Payables (v 2.18) 2 2 2 2
Other liabilities and provisions (v 2.19) 1133 313313311333 33 33133
INCOME STATEMENT
Operating revenues (v 2.20)
Depreciation (v 2.21) 1133333333333 13331 33333
Income from investments (v 2.22) 1113333313311 13331 331131
Interests expense (v 223) 111313331331 113331 331131
Extraordinary charges (v 2.24) 111313331331 113331 33131
Extraordinary credits (v213) 111313331331 113331 33131
Coincidence (max 25) 1717 9 010 9 0 016 0 0101012 0 O 616 0 010 012
b of coincidence 68 68 36 04036 0 064 0 0404048 0 02464 0 040 048



Table 4: Property, plant and equipment (at locatlle

North Northeast Midwest Southeast South

wrianépolis

Jofio Pessoa

F1

Main categories of physical assets:

Propety, plant and equipment (v 3.1) 333333 33133333333 33101013331 3¥LOBRZSLIOLIESILO3I3ILIGR
Intangible assets (v3.) 1333333 33333333333 3333 13333333 1333333333 33331
Infrastructure assets (v3.3) 333333 33333333333 3333 3333333333333 33333 333133
Measurement:

e
s
ey
ey
e
e
s
ey
e
s
ey
e
s
s
s
ey
e
s
ey
ey
e
s
e
s
ey
e
ey
s
ey

Tnitial at cost of acquisition or construction (v34)
Current or replacement cost for mfrastructures (v 3.3)

[
s
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s
[
e
[
s
[
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s
s
e
[
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e
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[
s
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[
s
[
[
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Current cost for operational assets (v 3.6)

e
e
ey
ey
ey
e
e
ey
ey
ey
e
ey
e
e
e
ey
e
ey
e
e
ey
ey
e
e
ey
ey
ey
e
ey
e
ey
e
e
ey

Intangible at cost less amortization (v 3.7)
Charges of depreciztion arz made on a systematic and

rational basis (v 3.8) I3 3PP O333IIIIIIIIIONIIIOIININIIIIIIIIIIIIGONINI
Information is disclosed on:

Vahuation criteria (v 1.9) 333333 33333333333 3333 3133333333333 33333 33333
Depreciation method used (v 3.10) 333333 33333333333 0333331333333 3333¥PIPIREIRPOIIGRNGIG}
Useful ives of assets (v 3.11) 333333 33333333333 3333 3133333333333 33333 3331313
Charges for depreciation (v 3.12) 1333333 33333333333 3333 113333333333 333333 33333
Accumulated depreciation (v 3.13) 1333133 33333333333 3333 11333333333 3333331 33333
Revaluation (v 3.14) 333333 33333333333 3333 3133333333333 33333 3331313
Impairment (v 3.15) 333333 33333333333 3333 1333333333333 333yIRPO3I3333
Depreciation policy (v 3.16) 333333 33333333333 0333331333333 3333¥PIPIREIRPOIIGRNGIG}
Variation of assets (v 3.17) 333333 33333333333 3333 1133333313333 33313 333313
Changes in valuation eriteria (v 3.18) 333333 33333333333 3333 3133333333333 33333 33333
List of main assets (v 3.19)

Coincidence (max 19) 3000100 0QO0CZ2ZO0OO0QCO0QO0QDCQO0OO0CD0D Q002 7TBBOO0OO0L004002200012 00101
04 of coincidence 2000400 00800000000 00068 28200040016 008800048 0040104

4. Analysisof Results

In the governments studied, we found a homogeéikycal governments who were
not obligated to present their financial data. Theal government analyses allow us to
identify the difficulties of IPSAS 1 for compliance

Tables 2, 3 and 4 provide information regarding plamce in local government as
recommended by the IPSAS 1. It also provides amthti insights in accounting for non-
monetary assets. To interpret the results, we tisedndex by categories of accounting:
contents of financial report, information recommeticdy IFAC to be disclosed by accrual
accounting and Property, plant and equipment, ag/iston the Tables 2, 3, 4. We performed
Mann-Whitney non-parametric test to compare the iwaependent groups. Mann-Whitney
test is the most common alternative for independaniples. We test the null hypothesis,
stating that the population is the same for botbugs. This test does not require
homogeneous variants for population or to havegalae distribution of data.

Table 5: Mann Whitney test for items of GPFS.

Mann Whitney Test
Regions

P-valof P-valué




Midwest/ Northeast 0,016 0,439

Midwest/ North 0,109 0,904
Midwest/Southeast 0,319 0,472
Midwest/ South 0,167 0,884
Northeast/North 0,775 0,296
Northeast/southeast 0,065 0,051
Northeast/South 0,535 0,212
North/ Southeast 0,235 0,411
North/South 0,847 0,845
Southeast/ South 0,458 0,509

An items on the table 2; b items on the table 3.

To compare the quality of Brazilian regions, muftidnsional techniques and the
Mann-Whitney test were used. This analysis providedraphical representation, which
explored the structure carrying out the distan@sutation between cities. The stress values
obtained are 0.0526 and 0.992, for the models dastecities and were considered ideal,
(Kupke, 2004). According to the results describedable 5, only the Midwest and Northeast
regions have different styles of public administnat

Figure 1: Pro-Fit Tests. Vector for each study alale
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As for the Pro-fit test, we concluded that the hgjited variable v1.10 and 2.20, there
is no classification in operating income in theastigated financial statements.

The axes of the graphic shown in Figure 1 are nartked because they do not have
substantive meaning. The perceptual map howevewslto judge the degree of similarity
between the cities. In the analysis, Pro-Fit isdugefind a brand for each dimension. There
were used in the multidimensional exploratory asiglyncluded in Tables 2, 3, 4. The values
of stress (0.0526) and RSQ (0.992) for the modited in the cities studied were considered
ideal. The Pro-fit test is used to visualize andarstand the maps related to the analyzed
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cities. According to this analysis, ‘dimension lingmarizes the information related to the
disclosure of accrual information in the finanaiaport and ‘dimension 2’ summarizes the
information related to the disclosure of budgetafgrmation.

Although we found a strong homogeneity in our ressulve highlighted the most
significant interpretation from the tests. On thesipive side of dimension 1, the greatest
influence comes from the variables: v1.18, v1.215\wand 3.15, most of them corresponding
to accrual balance sheet. We found present ttenbalsheet of financial assets and liabilities
and accrual accounting information, such as prgpetant and equipment items, intangible
and variations of assets. The negative side of e 1 is influenced by variables: v1.3,
vl.4, v1.5, v1.6, v1.7, v1.10, v1.12, v2.3 and @2.2nost of them related to accrual
accounting adoption. The left side can be explaiwiti the presence of cities that only
presented budgetary information and do not shovarcks for the accrual adoption, most of
them from the Northeast region.

While the positive side of dimension 1 shows thiesiwith accrual information, the
positive side of dimension 2, displays the citieghwoudgetary information and with less
accrual basis.

Figure 2: Results of Multidimensional Scaling (MD$jojection of dimensions 1 and 2
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Dimension 1

Based on the results of Figure 2, the data andifesithat allow the grouping of the
cities studied are confirmed. We explain the thgeeups shown in Figure 2 are not
corresponding to the full IPSAS requirements. @rduis composed of nine governments
which only have budgetary information and is placadhe left side of dimension 1. Group 2,
is placed on the right side of dimension 1 anches most representative, including fifteen
governments which in addition to budgetary inforimatpresent a financial performance
statement and an equity information.

Group 3, the most advanced on the accrual adophidmade up of the cities of Rio
de Janeiro, Sdo Paulo and Recife, presents infmmatich as Balance sheet of financial
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assets and liabilities and some information thatrest mandatory but presented (changes in
accounting policies, results of changes in priarquks, reasons for changes, depreciation and
information about property, plant and equipment® Nighlighted the city of Vitoria, which is
the only city that presents a cash flow statement.

Furthermore, to test the relation between the lEgg#ies and the performance
shown on our results, we established two hypothegasther there is there relation between
the sizes of the cities measured by populationtaadndex of tables 3 and 4.

« H1: is there a relation between the size and GDfefcities and the items
presented for IPSAS implementation?

« H2: is there a relation between the size and GDfefcities and the items
presented on property, plant and equipment?

We used the Pearson correlation to verify the agton of two variables taking into
consideration the order of data and not its initinalues. The Spearman correlation is a good
substitute to verify the interrelation of variables

Table 6: Correlation of performance with populatiniBrazilian local government

Index Coeficient P value
Contents of information recommended by IFAC 0.307 0.164
Items of property plant and equipment 0.706 0.005

According to Table 6 and 7, all indicators had pesicoefficientindicating a positive
association with the population and the GDP of ¢itees. Moreover, only the index of
property plant and equipment is smaller than 5%semting a significant correlation effect
with p value, for population and GDP. In summalg imore populated a city is and the
higher the GDP is, the higher is its complianceslev

Table 7: Correlation analysis between accountirrgalsles and GDP in Brazilian local

government
Index Coeficient P value
Contents of information recommended by IFAC 0.237 0.287
Items of property plant and equipment 0.688 0.007

In contrast, the hypothesis 2 is not confirmed #rete is no relation between the
items about contents of information recommendedhieylFAC and the GDP, as confirmed
on Tables 6 and Boutheast is the region in most compliance withréoglirements, although
as detailed in the Table 3, the results are siW bnd do not reach more than 68% of
compliance. The best city for compliance is RioJdmeiro and among the three features
analyzed, the most incipient is property, plant agdipment, followed by the contents of
financial report and the information recommendedHAC.

Table 8: Cities highlighted by region for IPSAS ileqpentation

Information Contents of Property, plant and
recommended by% financial report % equipment %
IFAC
Table 5

North Manaus 56 Manaus 33 Manaus 12
Rio Branco 44  Rio Branco 33
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Norteaste Fortaleza 48 Fortaleza 33 Recife 8

Recife 40 Natal 33
Aracaju 33

Mides Brasilia 44 Goiania 33 Campo Grande 8
Goiania 48 Campo Grande 33
Campo Grande 44

Southeast Sé&o Paulo 68 Vitéria 43 Sé&o Paulo 28
Rio de Janeiro 68 Rio de Janeiro 38 Riode Janeiro 52
S&o Bernardo 64 Séo Paulo 38 S&o Bernardo 16
Vitéria 64 Sao Jose Campos 8
Uberlandia 48 RibeirdoPreto 8
Capinas 40 Vitéria 8

South Florianépolis 48 Florianépolis 33 Florianapol 4
Joiville 40 Joinville 29 Joiville 4

We built table 8 and 9 to identify the performamméehe analysis. Considering the
Pro-fit test, stand variables v1.10 (List formabfzerations statements) has the most incident
and v 2.20 as the least incident. The item higldidhon the Table 8, reveals the lack of
details in the operations statements reflectingdifigculties to implement the new equity
procedures and a complete set of financial statesndimose difficulties are shown in cash
flow statements (v 1.13) solely presented by thedfi Vitoria, in the Southeast Region.

According to our IPSAS data, the main points toifg@lemented are: the IFAC
recommended information, financial report and propeplant and equipment. The main
points to be implemented are organized by thremdtie: The Information recommended by
IFAC, financial report and Property, plant and @aouent.

Table 9: Items presented for IPSAS implementation

Subject Legally required Not mandatory but presented
Contents of financial Statement of annual budget (1.15) List format (v1.10)
report The expenditure is grouped by Objective classes

(v1.17)

The Revenue are grouped by sources (v 1.18)
Statement of budgetary execution (v 1.19)

Information Cash (v2.12) None
Recommended by Receivables (v2.14)

IFAC

Property, plant and Property, plant and equipment (v3.1) None
equipment
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The mandatory information not presented from t&bie indicates the less incipient
items from Tables 2, 3 and 4. The most incipieaing are property, plant and equipment,
suggesting that these items need to receive muetiah in the IPSAS implementation.

Table 10:Items not presented for IPSAS implemeortati

Subject Mandatory and not presented
Contents of financial Departures from accounting principles (v1.1)
report Comparative figures for the previous period (vl.12)

Statement of cash flow (v1.13)

Information Contingent assets and contingent liabilities (vR.20
Recommended by IFAC

Property, plant and Infrastructure assets (v3.3)
equipment Current cost for operational assets (V3.6)
intangibles at cost less amortization (v3.7)
Charges of depreciation are made on a systematicagional basis (v3.8)
Valuation criteria (v3.9)
Depreciation method used (v3.10)
Useful lives of assets (v3.11)
Revaluation (v.314)
Impairment (3.15)
Depreciation policy (v3.16)
Variation of assets (v3.17)
Changes in valuation criteria (v3.18)

Finally, the results organized by region and coistexdopted by IPSAS confirm the
budgetary models. Most of the cities in our datly pnesent budgetary information.

5. Discussion

The results indicate that the accrual basis havebeen implemented according to
the financial statements. The biggest cities, letan Southeast region present the best index
of implementation, as confirmed in the Pearsonetation test. As found by Pina. al
(2009), in the European Union, fixed assets haes loecorporated in the financial statement
of local governments at a slower rate. Before dbmvergence process, local governments
were not concerned by their accountability histand we see a trend toward voluntary
information in only few of the studied governments.

The Institutional Theory offers a macro institutd@analysis (DiMaggio and Powell,

1983). The same authors use the isomorphism taexfie institutional change®e used
the Institutional Theory to explain the changeshi@ process of modernization in the Public
Accounting toward the NPM. Agencies involved in thevelopment of standards since the
2008 reform, are showing signs of professionakmatirhe normative isomorphism is related
to the political influences and problems of legairy, formal and informal pressures. In the
local governments the biggest cities present maeountability and account for more
resources and better infrastructure to develop #wounts.

The coercive isomorphism shows the urgency fotilegicy. Since 2014, cities have
been pressured to implement accrual accountingthdtt period, changes in the Brazilian
public sector were motivated by the National Trepsegal requirements. Providing reliable
information that can improve the confidence of za@tis in government and their
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representatives presents the greatest challengéhéoNew Public Management reforms.
However, as the Theory of Public Choice shows,ethera lack of interest to accelerate this
process started in 2008 which still demands griatte by the professionals and politicians,
requiring of them to put aside their own interests.

The Public Choice Theory demonstrates how the esterof public servants are
above public interests. The public accounting dagsneet its objectives to inform and serve
society, as explained by Communication Theory. Titer, applied to public accounting,
refers to the results of transactions system used aommunication channel between the
governmental acts and citizens, as accountabilitysmcial control .

On one hand, the little information given by theafcial statements are not
understood by citizen who have difficulties to ursiend Budgetary Statements and financial
statements (Mirandet.al, 2008; Gallon, Trevisan and Pfitscher, 2011). && dther hand,
where the local governments have financial resauesel political support, the information
disclosed does not reach the population.

We highlighted that in 2013, the accrual accountng the new procedures were
non-compulsory, our research described the lackoaipliance from IPSAS 1. The lack of
professionalism, the outsourcing of accounting ises; the inspection and non-mandatory
standards for the 2013 can justify the non-adoptiGardoso, Aquino e Pigatto (2014)
indicate that some states courts do not requiregptiante with some of the Standards issued
by the Treasury, which impairs the comparability aafcounting information prepared by
different Brazilian Public Sector entities.

Finally, we considered the change of focus in e of Public finance in Brazil,
created by the law 4320 from 1964 which improvestdl responsibility, transparency and
statistical controls toward public management.

The cities disclosing financial information on thesebsite, enable citizens to consult
financial statements. This process reinforces aoavs the importance of transparency.

In contrast, the most backward cities need to agvéheir presence on Internet,
publishing local government finances on their wissi updating the implementation of
accrual in a complete set of financial statementsshowing transparency in public accounts.
The law 12973/2010 obligated governments to digclogeal time their public accounts and
many of the observed samples have this informatiotheir websites.

6. Conclusion

The main limitation found in this research is tlael of disclosure in financial
reporting. Similarly, the fact that the presentatad financial statements under the new 2014
regulations is mandatory emphasized the relevahti@ostudy. Since 2008, few cities have
complied with the requirements of the IPSAS implatagon.

The best performances come from the Southeast antiédst Region. Considering
the importance of accrual accounting and the reamprsystem (Carlin, 2005) the newer
information from our data is Property, plant andipqment. We emphasized certain important
factors that may contribute to the IPSAB\plementation as updating accounting content,
forming professional accountant, improving internahtrol system that helps better control
and registration.

Finally, we suggested the creation of efficient h@usms to better access
accounting information and better address the nudificulties. We highlighted the shortage
of practical studies and practices implemented;lassng the current landscape of Brazilian
public accounting.

One of the most outstanding finding of this stuslyhe precarity of mandatory and
voluntary information reported by the Braziliandagovernments. This finding reinforces the
need for practical changes such as the adopti@cafal in the public sector. The process-
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rooted in the bureaucracy-persists today and hinlder harmonization process and the
transparency in the public accounting sector.

References

Bezerra Filho, J. E., & Féij P. H. (2012). A nova contabilidade aplicada aorse
publico: O futuro chegou! Revista do TCE-PE, 19(2861.

Brorstoim, B. (1998). Accrual accounting, politics and ipoians. Financial
Accountability & Management, 14(4), 319-333.

Buchanan, J. M., & Tollison, R. D. (1984). The thewf public choice--1l
University of Michigan Press.

Burns, J., & Scapens, R. W. (2000). Conceptualizmgnagement accounting
change: An institutional framework. Management Agting Research, 11(1), 3-25.

Carlin, T. M. (2005). Debating the impact of acdraecounting and reporting in the
public sector. Financial Accountability & Managere2il(3), 309-336.

Chan, J. L. (2010). As NICSPS ea contabilidade gmmeental de pgses em
desenvolvimento. Revista De Edgéa e Pesquisa Em Contabilidade (REPeC), 4(1), 1-17.

Dias Filho, J. M., & Nakagawa, M. (2001). &lise do processo da comumnéa
contabil: Uma contribugao para a sokiio de problemas seémticos, utilizando conceitos da
teoria da comunigéo. Revista Contabilidade & Fineas, 12(26), 42-57.

DiMaggio, P. J., & Powell, W. W. (1983). The iromage revisited: Institutional
isomorphism and collective rationality in organieatl fields. American Sociological
Review, , 147-160.

Feij6, P. H. (2013). Entendendo as mughs) na contabilidade aplicada ao setor
publico. Bradlia—Ed.Gesdo Rublica,

Felix, C. L., dos Santos Alves, Francisco Josesitla, L. M., & de Carvalho, V. S.
(2008). Em busca da harmomia das normas cofiteis para o setordplico: Uma
compargao entre balagps patrimoniais segundo a lei 4320/64 e a IPSAEntontro De
Administracdo Rublica e Governaga, 3

Flach, F., Danelon, C. L. K., Mauss, C. V., Blazi@a R., Brazil, M. R. P., Kruger,
G. P., et al. (2013). In Conselho Regional de Cmhtde (Ed.), NBCASP normas
brasileiras de contabilidade aplicadas ao setdign sob adtica das IPSAS: Um estudo
comparativo (1st ed.). Rio Grande do Sul:

Gallon, A. V., Trevisan, R., Pfitscher, E. D., & nongi, B. (2011). A
compreensibilidade dos cidsms de um munipio gaicho acerca dos demonstrativos da lei
de responsabilidade fiscal publicados nos jorfesista De Contabilidade do Mestrado Em
Ciéncias Condbeis Da UERJ16(1), 79-96

Guthrie, J. (1998). Application of accrual accongtin the australian public sector
rhetoric or reality. Financial Accountability & Magement, 14(1), 1-19.

Hair, J. F., Black, W. C., Babin, B. J., Anderséh,E., & Tatham, R. L. (2006).
Multivariate data analysis Pearson Prentice HappédBaddle River, NJ.

Hammerschmid, G., & Meyer, R. (2003). Current atities and central actors in the
austrian administrative reform process. EGPA Ani@aiference, Oeiras (Portugal), pp. 3-6.

Hung, M. (2000). Accounting standards and valuevahce of financial statements:
An international analysis. Journal of Accountingl&ctonomics, 30(3), 401-420.

Jorge de Jesus, M., & Eirado, J. (2012). Relevaricaccounting information to
public sector accountability: A study of brazilifederal public universities. ékhne, 10(2),
87-98.

15



Kim, P. S., Halligan, J., Cho, N., Oh, C. H., & Eilberry, A. M. (2005). Toward
participatory and transparent governance: Reporthensixth global forum on reinventing
government. Public Administration Review, 65(6)663b4.

Kruskal, J. B. (1964). Multidimensional scaling bgtimizing goodness of fit to a
nonmetric hypothesis. Psychometrika, 29(1), 1-27.

Kruskal, J. B. (1964). Nonmetric multidimensionalakng: A numerical method.
Psychometrika, 29(2), 115-129.

Kupke, V. (2004). Identifying the dimensions toaikttcentre image. Journal of
Property Investment & Finance, 22(4), 298-306.

Lapsley, 1. (1999). Accounting and the new publianagement: Instruments of
substantive efficiency or a rationalising moderiinancial Accountability & Management,
15(34), 201-207.

Letza, S. R., Smallman, C., & Sun, X. (2004). Rwirsg privatisation:
Deconstructing the myth of efficiency. Policy Saies, 37(2), 159-183.

Ley Federal N. 4.320 (1964). Instituye Las FinanRaslicas.Legislation, Bra#ia,
DF, Brasil;

Mack, J., & Ryan, C. (2006). Reflections on theotletical underpinnings of the
general-purpose financial reports of australian egoment departments. Accounting,
Auditing & Accountability Journal, 19(4), 592-612.

Ministério Da Fazenda (2015). Manual De Contabilidade &gulo Ao Setor
Publico. Secretaria do Tesouro Nacional. Brazil, iMtyww.tesouro.fazenda.gov.br/mcasp

Miranda, L. C., de Moura Silva, Alan XRibeiro Filho, J. F., & da Silva, L. M.
(2008). Uma afilise sobre a compreensibilidade das infaydes condbeis governamentais
comunicadas pelo balamorcamensrio. BBR-Brazilian Business Review(3), 209-228.

Pina, V., & Torres, L. (2003). Reshaping publictee@ccounting: An international
comparative view. Canadian Journal of Administti8ciences/Revue Canadienne Des
Sciences De I'Administration, 20(4), 334-350.

Pina, V., Torres, L., & Yetano, A. (2009). Accruatcounting in EU local
governments: One method, several approaches. Eamofsecounting Review, 18(4), 765-
807.

Scapens, R. W. (1994). Never mind the gap: Towandmstitutional perspective on
management accounting practice. Management AceguResearch, 5(3), 301-321.

Slomski, V. (2008)Governaga corporativa e governga ha gesio pablica(l Ed
ed.). So Paulo: Atlas.

Torres, L., Bargues, J. M. V., Julve, V. M., & Madz, V. P. (1998). Adlisis
comparado de los principios yagticas contables de los sistemaslros de los paes de la
OCDE: Una aproximaén emgrica. Revista Espgala De Financiadin y Contabilidad, (96),
787-820.

Torres, L., Pina, V., & Acerete, B. (2006)-Gbvernance developments in european
union cities: Reshaping Governmantelationship with citizens. Governance, 19(2),-302.

16



