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Commenting on this Exposure Draft  

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

of the International Public Sector Accounting Standard Board (IPSASB®) on Leases (ED 

161). 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 15 June 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 finalised by the IPSASB. 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 © 2018 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 purpose of this Exposure Draft 

International perspective on accounting for leases 

The IPSASB is proposing new requirements for lease accounting for lessors and lessees 

to replace IPSAS 13, Leases. The IPSASB’s Leases project is a convergence project 

with the International Financial Reporting Standard on Leases (IFRS® 16) issued by the 

International Accounting Standards Board®.  

The Exposure Draft proposes a single right-of-use model for lease accounting that will 

replace the risks and rewards incidental to ownership model in IPSAS 13. The main 

principle underpinning the right-of-use model is that lease contracts simultaneously: 

(a) create an asset (i.e. the right-of-use asset) separate from the underlying asset; 

(b) transfer the right to use an underlying asset (i.e. the right-of-use asset) from the 

lessor to the lessee, not the underlying asset itself; and 

(c) finance the right to use an underlying asset.  

Under this model, a lease is, in substance, a sale of an unrecognised right-of-use asset, 

for which the lessor has a performance obligation to provide the lessee access to the 

underlying asset, in exchange for cash. As a result, the distinction between finance and 

operating leases is eliminated.  

For lessees, the IPSASB proposes accounting requirements that are converged with 

IFRS 16 as there were no public sector issues that warranted departure from the IFRS 

16 model for lessees.  

For lessors, the IPSASB decided not to adopt the IFRS 16 risks and rewards incidental 

to ownership model for lessors. The IPSASB considered that if it retains the IFRS 16 

risks and rewards incidental to ownership model for lessors, and the lessor and lessee 

are both public sector entities, in the same lease contract, there would be lack of 

consistency and symmetry in the accounting. The inconsistent accounting means that: 

(a) the underlying asset will not be recognised by the lessor nor by the lessee, if the 

lessor classifies the lease as a finance lease; and 

(b) the lessor will not recognise a lease receivable and the lessee will always recognise 

a lease liability, if the lease is classified as an operating lease.  

The IPSASB believes that applying different accounting models for the same transaction 

would give rise to understandability issues, and even consolidation issues where the 

lessor and lessee are part of the same economic entity. As a consequence, the IPSASB 

proposes a right-of-use model for lessors specifically designed for public sector financial 

reporting. 
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The Exposure Draft also proposes new public sector specific accounting requirements 

for leases at below market terms (also known as "concessionary leases") for both 

lessors and lessees. The proposed accounting is consistent with IPSASB literature on 

accounting for non-exchange transactions and concessionary loans.  

Impact of the IPSASB’s work on the local environment  

The Standard of GRAP on Leases is drawn primarily from IPSAS 13. Since the Board 

aims to maintain convergence with IPSASs as far as possible, the impact of any 

amendments made by the IPSASB to IPSAS 13 proposed in this Exposure Draft would 

need to be considered by the Board. The Board will monitor the IPSASB’s work in this 

regard. Based on the IPSASB’s current assessment, the IPSASB aims to complete this 

project 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.  

Request for comment 

Comment is invited by 15 June 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: 

The IPSASB decided to adopt the IFRS 16 right-of-use model for lessee accounting (see 

paragraphs BC6 to BC8 for IPSASB’s reasons).  

Do you agree with the IPSASB’s decision? If not, please explain the reasons. If you do 

agree, please provide any additional reasons not already discussed in the basis for 

conclusions. 
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Specific Matter for Comment 2: 

The IPSASB decided to depart from the IFRS 16 risks and rewards model for lessor 

accounting in this Exposure Draft (see paragraphs BC9 to BC13 for IPSASB’s reasons).  

Do you agree with the IPSASB’s decision? If not, please explain the reasons. If you do 

agree, please provide any additional reasons not already discussed in the basis for 

conclusions. 

Specific Matter for Comment 3: 

The IPSASB decided to propose a single right-of-use model for lessor accounting 

consistent with lessee accounting (see paragraphs BC34 to BC40 for IPSASB’s 

reasons).  

Do you agree with the requirements for lessor accounting proposed in this Exposure 

Draft? If not, what changes would you make to those requirements? 

Specific Matter for Comment 4: 

For lessors, the IPSASB proposes to measure concessionary leases at fair value and 

recognise the subsidy granted to lessees as a day-one expense and revenue over the 

lease term consistent with concessionary loans (see paragraphs BC77 to BC96 for 

IPSASB’s reasons).  

For lessees, the IPSASB proposes to measure concessionary leases at fair value and 

recognise revenue in accordance with IPSAS 23 (see paragraphs BC112 to BC114 for 

IPSASB’s reasons).  

Do you agree with the requirements to account for concessionary leases for lessors and 

lessees proposed in this Exposure Draft? If not, what changes would you make to those 

requirements? 

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.  


