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EXECUTIVE SUMMARY – ED 153 LIABILITIES TO PAY LEVIES 

This Executive Summary 
outlines the key proposals in 

ED 153 – Liabilities to Pay 
Levies.  

Overview of the 
project 

The Board issued ED 153 on Liabilities to Pay Levies in October 2016.  

ED 153 was developed after an analysis of the nature and frequency of these 

transactions in the public sector and their potential accounting implications. “Levies” as 

defined in the proposed IGRAP could include several types of payments made by 

entities to national, provincial or local government.  

ED 153 is based on IFRIC 21 Levies, but modified for circumstances in the South 

African public sector.  

Project objectives The proposed IGRAP provides guidance on when to recognise obligations to pay levies 
imposed by government. The proposed IGRAP interprets the existing principles in 
GRAP 19 on Provisions, Contingent Liabilities and Contingent Assets.  

Next steps The proposals in this ED will be modified in the final document in the light of comment 

received. 

Comment deadline The comment deadline is 31 January 2017.  
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Background to the project 

History 

The Board included IFRIC 21 Levies, in the GRAP Reporting Framework for periods commencing on or after 1 April 

2014. Entities were required to apply the Interpretation where it was deemed relevant.  

There was however limited application of IFRIC 21 by entities, in part because it may not have been clear in what 

circumstances the IFRIC should be applied.  

Why the need for 

guidance? 

The Board undertook an analysis of the types of levies paid by entities in the public sector, and whether the IFRIC could 

be applied to these transactions.  

Based on the analysis, the Board identified a number of payments made by entities to other entities in the public sector, 

as a result of legislation or equivalent means, that are the same as, or similar to, “levies”.  

Based on the types of payments that are made by entities, the Board was of the view that IFRIC 21 would provide useful 

guidance to entities on when to recognise the liabilities associated with these payments.  

As a result, the Board considered it appropriate to develop an equivalent of IFRIC 21 for the public sector.  

A number of modifications needed to be made to IFRCI 21 to make it relevant to the public sector. These are discussed 

in more detail below.  
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Overview of ED 153 

Scope 

What guidance does 

the proposed IGRAP 

provide? 

The proposed IGRAP provides guidance on when to recognise liabilities to pay levies. Guidance on the measurement of 

these liabilities is found in GRAP 19 on Provisions, Contingent Liabilities and Contingent Assets.  

ED 153 does not provide guidance on how to account for the “debit” side of the transaction. Entities should apply other 

Standards of GRAP to assess whether the levy is an expense that should be recognised in the statement of financial 

performance, or capitalised to the cost of an asset (e.g. import duties related to the acquisition of an asset may be 

capitalised to the cost of an asset when the requirements of GRAP 17 on Property, Plant and Equipment are met.  

What is a “levy”? 

A levy is:  

 a non-exchange transaction;  

 resulting in an outflow of resources embodying economic benefits or service potential;  

 that is imposed by government on entities in accordance with legislation or similar means.  

Government refers to national, provincial, local or an international government.  

In identifying levies, an entity needs to examine the substance of the transaction and not only the form. Many payments 

that are within the scope of ED 153 are not called “levies”. They could be called licenses, fees, taxes etc.  

How does an entity 

determine if a levy 

arises from a non-

exchange transaction?  

Only levies that result from a non-exchange transaction are within the scope of the proposed IGRAP.  

Any payments made by an entity to acquire an asset, or for the provision of goods or services in a binding arrangement 

with a government, are exchange transactions and outside the scope of ED 153.  

An entity needs to apply judgement to assess whether a transaction is exchange or non-exchange in nature, by 

considering whether there is a direct exchange of equal value between the parties.  
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Scope 

Are there any levies 

that are specifically 

excluded from the 

scope of ED 153?  

The following “levies” are excluded from the scope of ED 153:  

 Outflows of resources that are in the scope of another Standard, e.g. income taxes which are dealt with in IAS 12 

Income Taxes, and employee related expenses such as UIF and SDL that are in the scope of GRAP 25 on 

Employee Benefits.  

 Fines or other penalties that are imposed for breaches of legislation or similar means.  

 Emissions trading schemes.  

Is Value Added Tax 

(VAT) in the scope of 

ED 153?  

VAT is outside the scope of ED 153.  

As a VAT vendor, an entity collects and pays VAT as an agent. As a result, VAT is not a transaction for the entity itself.  

For non-VAT vendors, any VAT paid is merely a cost of the goods or services purchased rather than a separate levy.  

Recognition of liabilities to pay levies 

When should an entity 

recognise a liability to 

pay a levy?  

An entity recognises a liability to pay a levy by identifying the obligating event that gives rise to the payment of the levy.  

The obligating event that gives rise to a liability to pay a levy is the activity that triggers the payment of the levy, as 

identified in legislation or similar.  

An entity does not have a constructive obligation to pay a levy that will only be triggered by operating in a future period. 

This means that an entity should not recognise liabilities for future activities, just because it will be a going concern in the 

foreseeable future. E.g. if an entity is required to make an annual payment to a regulator to operate in a particular 

industry, the entity does not have an obligation to pay a levy that will only arise from future operations.  

Where an obligating event occurs over time, the liability is recognised progressively.  
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Transitional arrangements 

Should the IGRAP be 

applied prospectively 

or retrospectively? 

Any changes resulting from the initial application of the proposed IGRAP should be accounted for using GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors.  

Effective date of 

amendments? 

The effective date is still to be determined by the Board.  
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How to access information 

Access information on 

the ASB and its work 

programme online 

Visit our website on www.asb.co.za 

: @ASB_SA 

: Accounting Standards Board 

 

http://www.asb.co.za/

