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Commenting on this Exposure Draft  

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

the Consultation Paper of the International Public Sector Accounting Standard Board 

(IPSASB) on Accounting for Revenue and Non-exchange Expenses (ED 158). Comment 

received on this Consultation Paper will be used in formulating a response to the 

IPSASB. 

Comment should be submitted in writing so as to be received by 30 November 2017. 

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 © 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 and purpose of this Exposure Draft 

International perspective on accounting for revenue and non-exchange expenses 

The IPSASB initiated a project on the accounting for revenue and non-exchange 

expenses for the following reasons: 

• Preparers experience problems in determining whether revenue transactions are 

exchange or non-exchange. 

• There are application issues with IPSAS 23, Revenue from Non-Exchange 

Transactions (Taxes and Transfers). 

• The issuance of International Financial Reporting Standards (IFRS) 15, Revenue 

from Contracts with Customers, by the International Accounting Standards Board 

(IASB) provides a new approach for revenue recognition. 

• There is a gap in International Public Sector Accounting Standards (IPSAS) literature 

for non-exchange expenses, which can lead to ambiguity and inconsistency. 

Although there are currently several IPSASs that address accounting for revenue and 

expenses, the IPSASB identified a gap in the literature for the treatment of 

non-exchange expenses, and constituents indicated difficulties with applying the current 

requirements for revenue. To address these issues, the IPSASB developed a 

Consultation Paper on revenue and non-exchange expenses to obtain views from 

constituents on: 

• a strategic direction for possible improvements to accounting for revenue, and  

• potential requirements and guidance for accounting for non-exchange expenses. 

Revenue 

IFRS 15 was issued by the IASB as a replacement to IAS 11, Construction Contracts 

and IAS 18, Revenue, on which IPSAS 11, Construction Contracts and IPSAS 9, 

Revenue from Exchange Transactions were principally based. The core principle of 

IFRS 15 is that an entity recognises revenue to depict the transfer of promised goods or 

services to customers in an amount that reflects the consideration to which the entity 

expects to be entitled in exchange for those goods or services. Revenue recognised 

reflects the transfer of control of the goods or services to the customer, described as 

satisfaction of performance obligations. The IPSASB considers in the Consultation Paper 

whether IPSAS 11 and IPSAS 18 should be withdrawn and replaced with a Standard 

that is converged with IFRS 15 for transactions that meet all the requirements of 

IFRS 15.  

The new thinking in IFRS 15 raises the question of whether accounting approaches 

based on performance obligations are more straightforward than distinguishing 
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exchange and non-exchange transactions, and whether such approaches provide more 

useful information to users. The IPSASB considers in the Consultation Paper whether 

the IFRS 15 approach could be extended to non-exchange revenue transactions that 

meet some of the requirements of IFRS 15.   

The IPSASB also considers in the Consultation Paper whether, and if so, how IPSAS 23 

could be revised for non-exchange revenue transactions to deal with the issues raised 

by constituents.  

Based on the above considerations, the Consultation Paper classifies revenue 

transactions into three categories and proposes potential approaches for their 

recognition and measurement, as follows: 

Category Description Approach 

Category A Transactions with no performance 

obligations or stipulations, e.g. 

taxes, fines and some transfers, 

subsidies and grants. 

An updated IPSAS 23 

Category B Transactions with performance 

obligations or stipulations that do 

not meet all the requirements of 

IFRS 15, e.g. some grants. 

Two possible approaches are put forward: 

(a) The Exchange/ Non-exchange Approach, 

which requires an update of IPSAS 23. 

Five options for updating IPSAS 23 are 

put forward.  

(b) A Public Sector Performance Obligation 

Approach – a modified form of the 

IFRS 15 five-step revenue recognition 

approach, which reflects the public sector 

context. 

Category C Transactions that meet all the 

requirements of IFRS 15. 

A standard converged with IFRS 15 

Non-exchange expenses 

The IPSASB considers in the Consultation Paper whether the counterpart of the IFRS 15 

approach could be appropriate for non-exchange expenses if it is reconfigured to reflect 

the perspective of the resource provider. The approach would determine when the 

resource provider has an expense and a liability as a result of a resource recipient 

satisfying performance obligations. As an alternative, the IPSASB considers if the 

principles of IPSAS 19 on Provisions, Contingent Liabilities and Contingent Assets, could 

be extended to determine if a liability exists. 
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The Consultation Paper outlines and evaluates two possible approaches for dealing with 

non-exchange expense transactions, as follows: 

Approach Description 

The Extended Obligating 

Event Approach 

The determinant of whether the transferor of resources has an 

expense and a liability would be whether there is an obligating 

event. 

A Public Sector Performance 

Obligation Approach 

The counterpart to that approach for revenue transactions above. 

Impact of the IPSASB’s work on the local environment  

The Standards of GRAP on Revenue from Exchange Transactions, Construction 

Contracts and Revenue from Non-exchange Transactions (Taxes and Transfers) are 

substantially converged with the equivalent IPSASs. These Standards have been 

applied by entities locally for a number of years. There is no Standard of GRAP that 

currently provides guidance on accounting for non-exchange expenses.  

Some of the issues identified by the IPSASB have also been identified by stakeholders 

locally, for example:  

- Preparers find classifying revenue as exchange or non-exchange difficult. In 

particular, it has been noted that this distinction requires a high degree of judgement 

to determine if approximately equal value is exchanged between the parties.  

- The accounting treatment of capital grants without stipulations, which are received in 

advance of a long-term capital project, has been questioned. Preparers have 

indicated that this accounting treatment results in large surpluses being recognised 

in the statement of financial performance in the year the entity is entitled to the 

grant, and that this position is difficult to explain to users. 

- There is a lack of accounting guidance for non-exchange expenses. In particular, 

preparers often raise questions about whether a receivable should be recognised for 

the unutilised portion of grants paid to entities.  

Since the Board aims to maintain convergence with IPSASs as far as possible, the 

impact of any amendments made by the IPSASB to the IPSASs proposed in the 

Consultation Paper would need to be considered by the Board. As the development of 

guidance by the IPSASB on accounting for revenue and non-exchange expenses is still 

in the early stages, the Board will monitor the IPSASB’s work in this regard and provide 

comment on pronouncements when issued. The IPSASB currently aims to complete this 

project in the first half of 2020.      
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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 30 November 2017 on this Exposure Draft. The comment period 

is earlier than the comment date of the international Consultation Paper 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 Preliminary Views and Specific Matters 

for Comment included below: 

Preliminary View 1 - Chapter 3 (following paragraph 3.8)  

The IPSASB considers that it is appropriate to replace IPSAS 9, Revenue from 

Exchange Transactions, and IPSAS 11, Construction Contracts with an IPSAS primarily 

based on IFRS 15, Revenue from Contracts with Customers. Such an IPSAS will 

address Category C transactions that: 

(a) Involve the delivery of promised goods or services to customers as defined in IFRS 

15; and 

(b) Arise from a contract (or equivalent binding arrangement) with a customer which 

establishes performance obligations. 

Do you agree with the IPSASB’s Preliminary View 1? If not, please give your reasons.  

Preliminary View 2 – Chapter 3 (following paragraph 3.9)  

Because Category A revenue transactions do not contain any performance obligations or 

stipulations, the IPSASB considers that these transactions will need to be addressed in 

an updated IPSAS 23. 

Do you agree with the IPSASB’s Preliminary View 2? If not, please give your reasons.  
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Specific Matter for Comment 1 – Chapter 3 (following paragraph 3.10)  

Please provide details of the issues that you have encountered in applying IPSAS 23, 

together with an indication of the additional guidance you believe is needed in an 

updated IPSAS 23 for: 

(a) Social contributions; and/or 

(b) Taxes with long collection periods.  

If you believe that there are further areas where the IPSASB should consider providing 

additional guidance in an updated IPSAS 23, please identify these and provide details of 

the issues that you have encountered, together with an indication of the additional 

guidance you believe is needed. 

Preliminary View 3 - Chapter 4 (following paragraph 4.64)  

The IPSASB considers that Category B transactions should be accounted for using the 

Public Sector Performance Obligation Approach. 

Do you agree with the IPSASB’s Preliminary View 3? If not, please give your reasons. 

Specific Matter for Comment 2 - Chapter 4 (following paragraph 4.64)  

The IPSASB has proposed broadening the requirements in the IFRS 15 five-step 

approach to facilitate applying a performance obligation approach to Category B 

transactions for the public sector. These five steps are as follows: 

Step 1 – Identify the binding arrangement (paragraphs 4.29 – 4.35); 

Step 2 – Identify the performance obligation (paragraphs 4.36 – 4.46); 

Step 3 – Determine the consideration (paragraphs 4.47 – 4.50); 

Step 4 – Allocate the consideration (paragraphs 4.51 – 4.54); and 

Step 5 – Recognise revenue (paragraphs 4.55 – 4.58).  

Do you agree with the proposals on how each of the IFRS 15 five-steps could be 

broadened? 

If not, please explain your reasons. 

Specific Matter for Comment 3 - Chapter 4 (following paragraph 4.64)  

If the IPSASB were to implement Approach 1 and update IPSAS 23 for Category B 

transactions, which option do you favour for modifying IPSAS 23 for transactions with 

time requirements (but no other stipulations): 

(a) Option (b) – Require enhanced display/disclosure; 

(b) Option (c) – Classify time requirements as a condition; 
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(c) Option (d) – Classify transfers with time requirements as other obligations; or 

(d) Option (e) – Recognise transfers with time requirements in net assets/equity and 

recycle through the statement of financial performance. 

Please explain your reasons.  

Specific Matters for Comment 4 - Chapter 4 (following paragraph 4.64)  

Do you consider that the option that you have identified in SMC 3 should be used in 

combination with Approach 1 Option (a) – Provide additional guidance on making the 

exchange/non-exchange distinction? 

(a) Yes 

(b) No 

Please explain your reasons.  

Preliminary View 4 - Chapter 5 (following paragraph 5.5)  

The IPSASB considers that accounting for capital grants should be explicitly addressed 

within IPSAS.  

Do you agree with the IPSASB’s Preliminary View 4? If not please give your reasons.  

Specific Matters for Comment 5 - Chapter 5 (following paragraph 5.5)  

(a) Has the IPSASB identified the main issues with capital grants? 

If you think that there are other issues with capital grants, please identify them. 

(b) Do you have any proposals for accounting for capital grants that the IPSASB should 

consider? 

Please explain your issues and proposals. 

Specific Matter for Comment 6 – Chapter 5 (following paragraph 5.9)  

Do you consider that the IPSASB should: 

(a) Retain the existing requirements for services in-kind, which permit, but do not 

require recognition of services in-kind; or 

(b) Modify requirements to require services in-kind that meet the definition of an asset 

to be recognised in the financial statements provided that they can be measured in a 

way that achieves the qualitative characteristics and takes account of the constraints 

on information; or 

(c) An alternative approach. 
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Please explain your reasons. If you favour an alternative approach please identify that 

approach and explain it.  

Preliminary View 5 - Chapter 6 (following paragraph 6.37)  

The IPSASB is of the view that non-exchange transactions related to universally 

accessible services and collective services impose no performance obligations on the 

resource recipient. These non-exchange transactions should therefore be accounted for 

under The Extended Obligating Event Approach.  

Do you agree with the IPSASB’s Preliminary View 5? If not, please give your reasons. 

Preliminary View 6 - Chapter 6 (following paragraph 6.39)  

The IPSASB is of the view that, because there is no obligating event related to 

non-exchange transactions for universally accessible services and collective services, 

resources applied for these types of non-exchange transactions should be expensed as 

services are delivered. 

Do you agree with the IPSASB’s Preliminary View 6? If not, please give your reasons. 

Preliminary View 7 - Chapter 6 (following paragraph 6.42)  

The IPSASB is of the view that where grants, contributions and other transfers contain 

either performance obligations or stipulations they should be accounted for using the 

PSPOA which is the counterpart to the IPSASB’S preferred approach for revenue. 

Do you agree with the IPSASB’s Preliminary View 7? If not, please give your reasons. 

Preliminary View 8 - Chapter 7 (following paragraph 7.18)  

The Board considers that at initial recognition, non-contractual receivables should be 

measured at face value (legislated amount) of the transaction(s) with any amount 

expected to be uncollectible identified as an impairment. 

Do you agree with the IPSASB’s Preliminary View 8? If not, please give your reasons. 

Preliminary View 9 - Chapter 7 (following paragraph 7.34)  

The IPSASB considers that subsequent measurement of non-contractual receivables 

should use the fair value approach. 

Do you agree with the IPSASB’s Preliminary View 9? If not, please give your reasons. 

Specific Matter for Comment 7 – Chapter 7 (following paragraph 7.46)  

For subsequent measurement of non-contractual payables do you support: 

(a) Cost of Fulfilment Approach; 

(b) Amortised Cost Approach; 
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(c) Hybrid Approach; or 

(d) IPSAS 19 requirements? 

Please explain your reasons. 

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.  


