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Commenting on this Exposure Draft 

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

International Public Sector Accounting Standards Board (IPSASB) on Definition of an 

Operation and Recognition of Acquired Liabilities and Contingent Liabilities (Amendments to 

IPSAS 40). IPSAS 40 on Public Sector Combinations prescribes the classification and 

accounting for public sector combinations as an amalgamation or an acquisition. Comment 

received on this ED will be used in formulating a response to the IPSASB.  

Comment should be submitted in writing so as to be received by 17 June 2026. Email 

responses are preferred. Unless respondents to this ED specifically request confidentiality, 

their comment is a matter of public record. Comment should be addressed to: 

The Chief Executive Officer 

Accounting Standards Board 

40 Church Square  

Pretoria 

0002 

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

Copyright © 2026 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 

The ASB’s Due Process Handbook indicates that IPSAS Exposure Drafts (EDs) may be 

issued concurrently to solicit input from local stakeholders as input into the IPSASB’s 

standard-setting process.  

The IPSASB issued ED 96 Definition of an Operation and Recognition of Acquired Liabilities 

and Contingent Liabilities (Amendments to IPSAS 40). The ED proposes amendments to 

IPSAS 40 to align with amendments to IFRS 3 on Business Combinations arising from 

Definition of a Business (Amendments to IFRS  3) and Reference to the Conceptual 

Framework (Amendments to IFRS 3) issued by the International Accounting Standards Board 

(IASB).  

Definition of an operation 

The amendments propose additional application guidance and illustrative examples to identify 

whether the definition of an “operation” is met. This guidance clarifies that, to be considered 

an operation, an acquired set of activities and assets must include, at a minimum, an input 

and a substantive process that together significantly contribute to the ability to create output. 

An optional concentration test is also proposed that permits a simplified assessment of 

whether an acquired set of activities and assets is an operation. 

References to the IPSASB Conceptual Framework  

The IPSASB further proposes amendments to align its Conceptual Framework for General 

Purpose Financial Reporting by Public Sector Entities with the requirements for liabilities, 

contingent liabilities, and contingent assets in IPSAS 19 on Provisions, Contingent Liabilities 

and Contingent Assets. These amendments assist to determine whether a present obligation 

exists at the acquisition date, as a result of past events. Consistent with IPSAS 19, the 

proposed amendments also explicitly prohibit recognising contingent assets. The ED also 

clarifies that contingent liabilities assumed in an acquisition that are present obligations under 

IPSAS 19, and whose fair value can be measured reliably, can be recognised.  

Impact of the IPSASB’s ED on the local environment 

The ASB recently undertook a review of GRAP 105 on Transfer of Functions Between Entities 

Under Common Control, GRAP 106 on Transfer of Functions Between Entities Not Under 

Common Control and GRAP 107 on Mergers. The proposed IPSASB amendments were 

already considered as part of the local review. The revised GRAP 105 to GRAP 107 will 

become effective for periods commencing on or after 1 April 2027. The proposed IPSAS 

therefore has no impact on local requirements.  

Due process and timetable 

The Board invites comment on the proposals set out in this ED from preparers, users, auditors, 

standard-setters and other parties with an interest in public sector financial reporting. Upon 

the closure of the comment period, comment received will be used in formulating a response 

to the IPSASB.  
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Available materials 

The concurrent IPSASB ED, locally issued as ED 219, can be accessed here.  

Request for comment 

Comment on this ED is invited by 17 June 2026. The comment period is earlier than the 

comment date of the IPSAS ED to enable the Secretariat to review and collate the comment 

received before submission to the IPSASB. 

Respondents should express an overall opinion on whether the ED, in general, is supported 

and supplement this opinion with detailed comment, whether supportive or critical, on the 

proposals in the ED. 

General matters for comment  

As with any other ED, comment on any matter contained in this ED would be welcomed. 

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

https://www.asb.co.za/ed-219/

