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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 

International Public Sector Accounting Standard (IPSAS) on Social Benefits (ED 160). 

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 2 March 2018. 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. Comment should be addressed to:  

 The Chief Executive Officer   

Accounting Standards Board  

P O Box 7001  

Halfway House   

1685  

Fax: +2711 697 0666  

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

Copyright © 2017 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 to this Exposure Draft 

History of the project 

The development of guidance on social benefits is an important area of work for the 

IPSASB as these benefits are one of the largest expenditures for any government. 

Social benefits broadly include goods, services and other benefits provided to 

beneficiaries in the pursuit of the social policy objectives of government.  

The development of guidance has proved difficult for the IPSASB over the years as there 

is disagreement amongst preparers and others about the event that obliges 

governments to provide social benefits. This is exacerbated by the range of schemes in 

each jurisdiction and the legal frameworks within which the schemes operate.  

The IPSASB first issued a discussion paper in 2004 outlining proposals for accounting 

for social benefits. While the need to develop an IPSAS on the topic was supported, 

there was no agreement about the past event that gives rise to a present obligation for 

accounting purposes. In 2008, the IPSASB issued a proposed IPSAS, but this only dealt 

with the disclosure of cash transfers to individuals and households. Respondents did not 

support a disclosure only approach as it does not provide users of the financial 

statements with sufficient information about social benefits.  

Following the issue of these two documents, the Board agreed to defer further work on 

social benefits until after The Conceptual Framework for General Purpose Financial 

Reporting by Public Sector Entities (Conceptual Framework) was completed. The 

IPSASB also acknowledged that there may be limitations to what the financial 

statements can convey for social benefit programmes given their long term nature. As a 

result, the IPSASB developed RPG 1 which deals with the Reporting on the Long Term 

Sustainability of an Entity’s Finances. RPG 1 projects the estimated outflows for 

government programmes and assesses their sustainability based on current projections 

of tax and other revenue as well as debt.  

With the issue of the Conceptual Framework in 2013, the IPSASB re-commenced its 

work on the social benefit project. The IPSASB also agreed that not all benefits provided 

by government meet the definition of a “social benefit”, and agreed to initiate work to 

develop accounting guidance for both social benefits and non-exchange expenses. The 

work on non-exchange expenses is included in ED 158 published by the ASB for 

comment.  

The issue of ED 63, which is a proposed IPSAS on Social Benefits, is the culmination of 

the IPSASB’s recent work on social benefits.  
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Key proposals  

Definition of social benefits 

Social benefits are defined as those benefits provided to specific individuals or 

households who meet specific eligibility criteria; to mitigate the effect of social risk and 

address the needs of society as a whole; and exclude universally accessible services.  

Based on the definition, a number of benefits are not within the scope of the proposed 

IPSAS, including (a) any benefits for which there are no specific eligibility criteria e.g. the 

provision free healthcare and similar services to all individuals, (b) the provision of 

defense, policing, and other collective goods and services, and (c) benefits that do not 

relate to the social risk of an individual or household, e.g. benefits provided for disaster 

relief. The social benefits excluded from the definition are treated as non-exchange 

expenses.  

This definition is substantially more restrictive than that included in previous 

consultations.  

Recognising liabilities for social benefits 

General approach 

Identifying the past event that gives rise to an obligation for accounting purposes is still 

contentious.  

The IPSASB proposes that the past event that gives rise to a liability is the satisfaction 

by the beneficiary of all eligibility criteria for the provision of the next social benefit. The 

IPSASB has also indicated that being alive to receive the next benefit is an explicit 

eligibility criterion. This means that a liability is only recognised for the period until the 

eligibility criteria need to be revalidated, and as a result will usually be short term in 

nature. An alternative view was however expressed by some IPSASB members 

indicating that whether a beneficiary is alive affects the measurement of the liability and 

not its recognition, i.e. once all the eligibility criteria have been met, an entity should 

estimate whether the beneficiary will be alive to receive subsequent benefits.  

The IPSASB has proposed that entities disclose the undiscounted projected cash 

outflows that will arise from the scheme in each of the five reporting periods immediately 

following the reporting date. These cash flows are not limited to current beneficiaries.  

Contributory schemes 

The IPSASB has indicated that it may be appropriate to treat some contributory schemes 

in the same way as insurance schemes in the private sector. Where a contributory 

scheme meets these criteria, an entity has a choice of applying an insurance approach 
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to recognising and measuring the liabilities or it may apply the general approach outlined 

above:  

(a) the social benefit scheme is intended to be fully funded from contributions; and  

(b) there is evidence that the entity manages the scheme in the same way as an 

issuer of insurance contracts, including assessing the financial performance and 

financial position of the scheme on a regular basis.  

The “insurance approach” is based on the principles in IFRS 17 Insurance Contracts 

issued by the International Accounting Standards Board.  

Impact on the South African environment 

The Board has a policy of converging Standards of GRAP with IPSASs. As a result, the 

Board will consider the appropriateness of the IPSAS(s) on both social benefits and non-

exchange expenses for the local environment once the final pronouncements have been 

issued. The IPSASB is only likely to issue these pronouncements in the first half of 2019.  

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 2 March 2018 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 this Exposure Draft, and specifically the exclusion of 

universally accessible services for the reasons given in paragraph BC21(c)? If not, what 

changes to the scope would you make?  
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Specific matter for comment 2 

Do you agree with the definitions of social benefits, social risks and universally 

accessible services that are included in this Exposure Draft? If not, what changes to the 

definitions would you make?  

Specific matter for comment 3 

Do you agree that, with respect to the insurance approach:  

(a) it should be optional;  

(b) the criteria for determining whether the insurance approach may be applied are 

appropriate,  

(c) directing preparers to follow the relevant international or national accounting 

standard dealing with insurance contracts (IFRS 17, Insurance Contracts and 

national standards that have adopted substantially the same principles as IFRS 

17) is appropriate; and  

(d) the additional disclosures required by paragraph 12 of this Exposure Draft are 

appropriate?  

If not, how do you think the insurance approach should be applied?  

Specific matter for comment 4 

Do you agree that, under the obligating event approach, the past even that gives rise to 

a liability for a social benefit scheme is the satisfaction by the beneficiary of all eligibility 

criteria for the next benefit, which includes being alive (whether this is explicitly stated or 

implicit in the scheme provisions)? If not, what past event should give rise to a liability for 

a social benefit?  

The Exposure Draft includes an Alternative View where some IPSASB members 

propose a different approach to recognition and measurement.   

Specific matter for comment 5 

Regarding the disclosure requirements for the obligating event approach, do you agree 

that:  

(a) the disclosures about the characteristics of an entity’s social benefit schemes 

(paragraph 31) are appropriate;  

(b) the disclosures of the amounts in the financial statements (paragraphs 32-33) are 

appropriate; and  

(c) for the future cash flows related to an entity’s social benefit schemes (see 

paragraph 34):  
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(i) it is appropriate to disclose the projected future cash flows; and 

(ii) five years is the appropriate period over which to disclose those future cash 

flows.  

If not, what disclosure requirements should be included? 

Specific matter for comment 6 

The IPSASB previously acknowledged in its Conceptual Framework for General Purpose 

Financial Reporting by Public Sector Entities, that the financial statements cannot satisfy 

all users’ information needs on social benefits, and that further information about the 

long term sustainability of these schemes is required. RPG 1, Reporting on the Long 

Term Sustainability of an Entity’s Finances, was developed to provide guidance on 

presenting this is additional information.  

In finalising ED 63, the IPSASB discussed the merits of developing mandatory 

requirements for reporting on the long term sustainability of an entity’s finances, which 

includes social benefits. The IPSASB identified the following advantages and 

disadvantages of developing such requirements at present:  

Advantages 

Long-term financial sustainability reports provide additional useful information for users 

for both accountability and decision-making, and that governments should therefore be 

providing.  

This especially applies to information about the sustainability of funding of social benefits 

given the limited predictive value of the amounts recognised in the financial statements.  

Social benefits are only one source of future outflows. Supplementary disclosures (as 

proposed in the ED) on social benefits flows in isolation are therefore limited in use in 

assessing an entity’s long-term sustainability, as they do not include the complete 

information on all of an entity’s future inflows and outflows that long-term sustainability 

reports provide.  

Long term sustainability reports will improve accountability and will help support 

Integrated Reporting <IR> in the public sector. They will also provide useful information 

to users, in particular for evaluations of intergenerational equity.  

Disadvantages 

The extent and nature of an entity’s long-term financial reports are likely to vary 

significantly depending on its activities and sources of funding. It would therefore be 

difficult to develop a mandatory standard. 
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The nature of the information required for reporting on the long-term sustainability of an 

entity’s finances, in particular, its forward looking perspective, could preclude its 

inclusion in General Purpose Financial Statements.  

Given the scope and challenges involved in its preparation and audit considerations, 

some question whether it would be appropriate to make information in a General 

Purpose Financial Report mandatory.   

RPG 1 was only issued in 2013, so it may be too soon to assess whether requirements 

developed from those in RPG 1 should be mandatory.  

Do you think the IPSASB should undertake further work on reporting on long-term fiscal 

sustainability, what additional new developments or perspectives, if any, have emerged 

in your environment which you believe would be relevant to the IPSASB’s assessment of 

what work is required?  

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.  


