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Commenting on this Exposure Draft  

The Accounting Standards Board (the Board) seeks comment on the Exposure Draft of 

the International Public Sector Accounting Standard Board’s (IPSASB) proposed 

Standard on Public Sector Combinations (ED 142). Comment received on this Exposure 

Draft will be used in formulating a response to the IPSASB. 

Comment should be submitted in writing so as to be received by 11 June 2016. E-mail 

responses are preferred. Unless respondents to the Exposure Draft specifically request 

confidentiality, the comment is a matter of public record once the pronouncement has 

been issued as a final IPSAS. Comment should be addressed to:  

 The Chief Executive Officer   

Accounting Standards Board  

P O Box 74219  

Lynnwood Ridge  

0040  

Fax: +2711 697 0666  

E-mail Address: info@asb.co.za  

Copyright © 2016 by the Accounting Standards Board  

All rights reserved. No part of this publication may be reproduced, stored in a retrieval 

system, or transmitted, in any form or by any means, electronic, mechanical, 

photocopying, recording, or otherwise, without the prior permission of the 

Accounting Standards Board. The approved text is published in the English 

language. 

Permission to reproduce limited extracts from the publication will usually not be withheld.
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Background and objective of this Exposure Draft 

History 

During 2012, the International Public Sector Accounting Standards Board (IPSASB) 

developed a Consultation Paper on Public Sector Combinations to receive respondents’ 

views on proposed accounting for combinations undertaken in the public sector. The 

comments received on the Consultation Paper were used to develop the proposed 

International Public Sector Accounting Standard (IPSAS) on Public Sector 

Combinations.  

Key proposals in ED 142 

The proposed IPSAS classifies public sector combinations as either amalgamations or 

acquisitions based on control. A party to a combination must gain control over an 

operation for it to be an acquisition rather than an amalgamation. There is a rebuttable 

presumption that where control is gained over another party, it is an acquisition. In order 

to rebut this presumption, other factors need to be considered to conclude whether the 

combination is in fact an acquisition or an amalgamation. 

Acquisitions are accounted for using the acquisition method, which is similar the method 

outlined in IFRS 3 Business Combinations. Amalgamations are accounted for using the 

modified pooling of interests method.  

Local situation 

The Board developed the Standards of GRAP on Transfer of Functions Between Entities 

Under Common Control (GRAP 105), Transfer of Functions Between Entities Not Under 

Common Control (GRAP 106) and Mergers (GRAP 107) during 2010. The Minister of 

Finance determined an effective date of 1 April 2015 for these Standards of GRAP. 

Public sector combinations are classified in the Standards of GRAP as either transfers of 

functions or mergers. This classification is based firstly on whether an acquirer can be 

identified, and secondly, whether the entities are under control or not. For a transaction 

or event to occur between entities under common control, the transaction or event needs 

to be undertaken with entities within the same sphere of government, or between entities 

that are part of the same economic entity.  

A transfer of function under common control is accounted for by recognising existing 

assets and liabilities of the entity at their existing carrying amounts. Mergers are 

accounted for in a similar way. Transfers of functions not under common control are 

accounted by recognising any identifiable assets and liabilities, and measuring these at 

fair value.  
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Purpose of consultation 

It is clear that there are differences in the way in which transactions are classified and 

accounted for between the proposed IPSAS and the Standards of GRAP. These 

differences will need to be analysed and assessed during the consultation process.  

As the Board uses the standards issued by the IPSASB to develop Standards of GRAP, 

it is important to receive comment on the proposals included in this proposed IPSAS 

prior to it being finalised. This is because GRAP 105, GRAP 106 and GRAP 107 may 

need to be revised and aligned to the principles in the proposed IPSASs once approved 

by the IPSASB.  

Due process and timetable 

The due process followed by the Board in developing Standards of GRAP is for the 

Board to receive comment on the proposals set out in the Exposure Draft from 

preparers, users, auditors, standard setters and other parties with an interest in public 

sector financial reporting. Accordingly, all interested parties are invited to provide 

comment.  

Invitation to comment 

Comment is invited by 11 June 2016 on this Exposure Draft. The comment period is 

earlier than the comment date of the international Exposure Draft to enable the Board to 

review and collate the comment received prior to submission to the IPSASB.  

The Board requires that respondents express an overall opinion on whether the 

Exposure Draft, in general, is supported and supplement this opinion with detailed 

comment, whether supportive or critical, on the principles in the Exposure Draft.  

Invitation to comment on specific matters 

The IPSASB invites comment on the following Specific Matters for Comment included 

below: 

Specific Matter for Comment 1:  

Do you agree with the scope of the Exposure Draft? If not, what changes to the scope 

would you make?  

Specific Matter for Comment 2:  

Do you agree with the approach to classifying public sector combinations adopted in this 

Exposure Draft (see paragraphs 7–14 and AG10–AG50)? If not, how would you change 

the approach to classifying public sector combinations?  
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Specific Matter for Comment 3:  

Do you agree that the modified pooling of interests method of accounting should be used 

in accounting for amalgamations? If not, what method of accounting should be used?  

Specific Matter for Comment 4:  

Do you agree to adjustments being made to the residual amount rather than other 

components of net assets/equity, for example the revaluation surplus? If not, where 

should adjustments be recognised?  

Do you agree that the residual amount arising from an amalgamation should be 

recognised:  

(a)  In the case of an amalgamation under common control, as an ownership 

contribution or ownership distribution; and  

(b)  In the case of an amalgamation not under common control, directly in net 

assets/equity?  

If not, where should the residual amount be recognised?  

Specific Matter for Comment 5:  

Do you agree that the acquisition method of accounting (as set out in IFRS 3, Business 

Combinations) should be used in accounting for acquisitions? If not, what method of 

accounting should be used?  

Other matters  

As with any other Exposure Draft, comment on any other matter would be welcomed. 

Comment is most helpful if reference is made to a specific paragraph or group of 

paragraphs in your response.  


