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Revenue and Transfer Expenses
IPSASB Check-In Meeting (September 2022)

REVENUE AND TRANSFER EXPENSES:
PROJECT ROADMAP

Agenda Item
6.1.1

Meeting

Completed Actions or Discussions / Planned Actions or Discussions:

Revenue

March 2015 1. Approve Project Brief
June 2016 1. Discussion of the performance obligation approach with the Consultative
Advisory Group
2. Discussion of IPSAS 23 Implementation Issues with Consultative Advisory
Group
June 2017 1. Approve Consultation Paper
March 2018 to 1. Review Responses to the Consultation Paper
December 2018
March 2019 1. Preliminarily approve the core text and authoritative guidance of the Exposure
Draft for revenue with performance obligations
2. Develop Underlying Principles of Core Text and Authoritative Guidance for
revenue without performance obligations
June 2019 1. Preliminarily approve updates to the core text and authoritative guidance of the
Exposure Draft for revenue with performance obligations
September 2019 1. Review first draft of Exposure Draft for revenue without performance
obligations, and discuss issues
December 2019 1. Approve Exposure Drafts
March 2020 to 1. Documents Out for Comment
September 2020
December 2020to | 1. Review Responses
March 2021 2. Discuss Issues
June 2021 to 1. Review Responses
March 2022 2. Discuss Issues
3. Develop IPSAS
June 2022 to 1. Review Responses
September 2022 2. Discuss Issues
3. Develop IPSAS
December 2022 1. Approve IPSAS

Transfer Expenses

Initial discussion of definitions
Discussion of PSPOA
Initial discussion of presentation

March 2018 1. Review of responses — PSPOA
2. Review of responses — subsequent measurement of non-contractual payables
June 2018 1. Discussion of use of PSPOA for non-exchange expenses
September 2018 1. Discussion of use of PSPOA for non-exchange expenses
March 2019 1. Initial discussion of objective and scope
2.
3.
4.

Agenda ltem 6.1.1
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Agenda Item
6.1.1

Revenue and Transfer Expenses
IPSASB Check-In Meeting (September 2022)

5. Initial discussion of effective date and transition requirements
6. Initial review of draft ED
June 2019 1. Discussion of scope and definitions
2. Discussion of subsidies and premiums
3. Discussion of additional material to be included in the ED
4. Discussion of examples to be included in the ED
September 2019 1. Disclosures — discussion of issues
2. Review of initial draft of ED
December 2019 1. Review of draft ED final amendments
2. Review of examples — exception basis only
3. Approval of ED
March 2020 to 1. Document Out for Comment
September 2020
December 2020to | 1. Review Responses
April 2021 2. Discuss Issues
June 2021 to 1. Review Responses
March 2022 2. Discuss Issues
3. Develop IPSAS
June 2022 to 1. Review Responses
September 2022 2. Discuss Issues
3. Develop IPSAS
December 2022 1. Approve IPSAS

Agenda ltem 6.1.1
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda Item
6.1.2

INSTRUCTIONS UP TO PREVIOUS MEETING

Meeting

July 2022

1.

Instruction

Revenue

1.

Amend the capital transfer
examples for member's comments
and incorporate the revised
examples into the next version of
the draft revenue IPSAS.

Actioned

In progress.

June 2022

Relocate authoritative guidance on
non-contractual receivables to
better communicate its application
to receivables from any revenue
transaction arising outside of a
contract.

See Agenda ltem 6.3.2.

June 2022

Further consider what additional
non-authoritative guidance (in
addition to those proposed in
Agenda Item 3.2.6 from June 2022)
will help entities apply IPSAS 41
principles to the subsequent
measurement of hon-contractual
receivables

See Agenda ltem 6.3.2.

June 2022

Work with the Drafting Group to
ensure disclosures guidance is
succinct and effectively presented.
Consider if disclosures on
significant judgments could apply to
all revenues.

Completed, see Agenda ltem 6.3.2.

June 2022

Draft Basis for Conclusions
reflecting how the Board addresses
comments about disclosure
overload and that entity will need to
consider which disclosures apply to
their specific transaction.

In progress.

June 2022

Ensure that the definition of capital
transfer appropriately describes the
transaction.

Drafting Group and staff reviewed
the definition and concluded the
definition in Agenda ltem 6.3.2 is
appropriate.

June 2022

Draft application guidance,
implementation guidance and
illustrative examples on capital
transfers. Explicitly note in the
drafting that revenue recognition in
a capital transfer is considered
independently from how the funding
is structured in the binding
arrangement.

In progress, application guidance
can be found in Agenda Item 6.3.2.

June 2022

Draft Basis for Conclusions to
explain that capital transfers are
expected to arise from a binding
arrangement.

In progress.

Agenda ltem 6.1.2
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda Item
6.1.2

October 2021

Consider how to communicate 1.
alignment with IFRS in
supplemental materials.

Pending

September 2021

Ensure the draft IPSAS include 1.
clear structure and signposting for
ease of use.

In progress, see Agenda Item 6.3.2

June 2021

Provide non-authoritative guidance | 1.
to clarify that an entity should
consider both explicit and implicit
consequences in its assessment of
the mechanisms of enforceability in
a binding arrangement.

In progress

March 2021

Recommend amended title(s) for 1.
the proposed revenue standard(s)
when all key decisions have been
made in the Revenue project.

See Agenda ltem 6.3.2. The
proposed title is “Revenue”, based
on the IPSASB’s October 2021
decision to have a single IPSAS for
all revenue transactions in the
public sector.

March 2021

Draft additional Basis for 2.
Conclusions paragraphs to address
concerns from specific constituents
to explain why the IPSASB decided
to move away from using exchange
and non-exchange as defined
terms to classify revenue and to
explain that it remains an
appropriate concept used to
describe the economic substance
of such transactions in the public
sector.

Drafted — pending review by
Drafting Group

March 2021

Clarify the guidance for situations 3.
where the satisfaction of a present
or perfermance [compliance]
obligation occurs prior to the
receipt of cash and incorporate this
guidance in an example on multi-
year arrangements.

In progress

December 2019

June 2022

All instructions provided up until 1.
December 2019 were reflected in
the Exposure Draft (ED) 70,
Revenue with Performance
Obligations and Exposure Draft
(ED) 71, Revenue without
Performance Obligations

Explicitly state in the draft standard | 1.
that the transfer provider needs to
first consider if the transfer
transaction arises from a binding
arrangement that results in an asset

All instructions provided up until
December 2019 were reflected in
the Exposure Draft (ED) 70,
Revenue with Performance
Obligations and Exposure Draft
(ED) 71, Revenue without
Performance Obligations

Transfer Expenses

1.

See Agenda Item 6.3.1.

Agenda ltem 6.1.2
Page 2

Page 5 of 153


https://www.ifac.org/system/files/publications/files/IPSASB-ED-70-Revenue-with-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-70-Revenue-with-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-70-Revenue-with-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-71-Revenue-without-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-71-Revenue-without-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-71-Revenue-without-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-70-Revenue-with-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-70-Revenue-with-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-70-Revenue-with-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-71-Revenue-without-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-71-Revenue-without-Performance-Obligations.pdf
https://www.ifac.org/system/files/publications/files/IPSASB-ED-71-Revenue-without-Performance-Obligations.pdf

Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda Item
6.1.2

upon initial recognition, then
consider the subsequent
derecognition of the asset and
recognition of an expense.

June 2022

Explain the interaction between
constructive obligations and
contract accounting principles in the
draft standard.

See Agenda Iltem 6.3.1.

June 2022

Draft non-authoritative
implementation guidance for
appropriations based on
discussions with board members.

See Agenda Iltem 6.3.1.

June 2022

Reconsider the interaction with the
impairment standards to develop
principles that can be applied to the
transfers of cash and non-cash
assets.

See Agenda ltem 6.3.1.

March 2022

Relocated the proposed guidance
on the relationship between the
definition of transfer expense and
existence of transfer provider's
binding arrangement asset to the
Basis for Conclusions and review
the text to ensure that this does not
remove necessary guidance.

See Agenda Item 6.3.1. Drafting of
Basis for Conclusions in progress.

March 2022

Incorporate proposed non-
authoritative guidance, with
revisions to clarify the implications
of internal and external factors on
accounting for a binding
arrangement.

See Agenda Iltem 6.3.1.

March 2022

Revise the drafting to enhance the
clarity of the text and ensure
consistency with the principles in
the draft revenue IPSAS, where
appropriate.

See Agenda Item 6.3.1.

March 2022

Consider appropriate disclosure
requirements in light of the revised
drafting.

See Agenda Items 6.2.2 and 6.2.3.

March 2022

Revise the drafting for consistency
and clarity, ensuring that text
matches the principle that
transaction consideration should be
allocated to transfer rights.

See Agenda ltem 6.3.1.

March 2022

Consider whether Implementation
Guidance may be helpful, based on
clarity of principles in authoritative
text, to reduce complexity of the
drafting.

See Agenda Iltem 6.2.8.

December 2021

Revise the drafting of the proposed
accounting model for transfer
expenses without binding

See Agenda ltem 6.3.1.

Agenda ltem 6.1.2
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda Item
6.1.2

arrangements in the context of the
landscape overview instructed
under item 8.2.1 to provide
additional guidance for transfers of
resources made to settle a liability,
taking into account: the need to
avoid duplicating guidance that
already exists in IPSAS 19; and
providing clearer signposting on
when a transfer provider should
apply the requirements of IPSAS
19.

December 2021

Incorporate the flowchart from the
presentation into the guidance in
the Transfer Expenses IPSAS.

Currently done in narrative form,
see Agenda Item 6.3.1.

December 2021

Consider how to communicate the
reasons for measuring non-cash
transfers at the carrying amount of
the resource transferred, and the
consistency with the measurement
of the resources received in the
Revenue IPSAS.

Incorporated into Measurement
guidance. See Agenda Item 6.3.1.
Drafting of Basis for Conclusions in
progress.

December 2021

Revise the drafting of the proposed
accounting model for transfer
expenses with binding
arrangements to provide additional
guidance for transfers of resources
made to settle a liability, taking into
account: the interaction between
the recognition of an asset where
resources are transferred prior to
the transfer recipient fulfilling its
obligations and the definition of a
transfer expense; and the impact of
monitoring arrangements on the
recognition of the asset.

Interactions between recognition of
an asset and a liability incorporated
into Application Guidance. Impact
of monitoring is incorporated into
Application Guidance regarding
binding arrangements and
enforceability. See Agenda ltem
6.3.1.

December 2021 Revise the proposed drafting Issue on cost of services is
related to cost of services provided incorporated into measurement.
by transfer provider and Impairment is discussed in
impairment. footnote 2 in draft IPSAS. See
Agenda Item 6.3.1.
September 2021 Consider the need for additional This issue is no longer relevant due
illustrative examples to demonstrate to the revisions regarding the
how service potential is generated recognition of a transfer right asset
when the transfer recipient fulfills from transfer transactions arising
certain present obligations. from a binding arrangement. See
Agenda ltem 6.3.1.
September 2021 Draft a Basis for Conclusion that Drafting of Basis for Conclusions in

highlights how the proposed
change in principle from what was
proposed in ED 72 responds to
constituent concerns about the
practicality and implementation of

progress.

Agenda ltem 6.1.2
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda Item
6.1.2

proposed guidance.

September 2021

Propose revised or additional
guidance on the subsequent
measurement of the transfer
provider’s asset, including guidance
on when the asset should be
impaired.

See Agenda ltem 6.3.1.

September 2021

Ensure the draft IPSAS include
clear structure and signposting for
ease of use.

See Agenda ltem 6.3.1.

June 2021

Provide non-authoritative guidance
to clarify that an entity should
consider both explicit and implicit
consequences in its assessment of
the mechanisms of enforceability in
a binding arrangement.

See Agenda ltem 6.3.1.

April 2021

Reconsider the working title of the
proposed transfer expense
standard after reviewing and
assessing constituent comments on
scope.

Title left as “Transfer Expenses”.
See Agenda Item 6.2.6.

April 2021

Consider whether there are any
useful implementation examples
that clearly communicate the
principles and are jurisdictionally
neutral.

See Agenda ltem 6.2.8.

April 2021

Clarify in guidance that the transfer
provider may provide non-cash
assets as part of the fulfillment of
specific obligations in a binding
arrangement.

See Agenda ltem 6.3.1.

April 2021

Propose guidance on how to
account for transfer expense
transactions in both the separate
and consolidated financial
statements of counterparties within
the same economic entity, with
consideration of any relevant
existing guidance in IPSAS 35.

The revised draft IPSAS clarifies
that only transactions which result
in the transfer of resources to
external parties without receiving
anything directly in return are
transfer expenses. Therefore,
intercompany transfers would not
be considered transfer expenses for
the consolidated entity. See
Agenda ltem 6.3.1

April 2021

Consider whether disclosures are
necessary for binding arrangements
that are equally unfulfilled at
reporting date; and if so, what
disclosures are required.

See Agenda Items 6.2.2 and 6.2.3.

April 2021

Provide specific guidance through
examples on accounting for partially
fulfilled binding arrangements.

See Agenda ltem 6.2.8.

December 2020

Regarding the staff’s proposal to

See Agenda Items 6.2.2 and 6.2.3.

Agenda ltem 6.1.2
Page 5
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda Item
6.1.2

revise the disclosures in the three
EDs based on the nature and risks
of the various types of revenue and
transfer expenses applicable to the
public sector, revisit the analysis in
more detail and include
consideration of which types of
revenue and transfer expense
transactions are the most prominent
in the public sector.

December 2019

All instructions provided up until
December 2019 were reflected in
the Exposure Draft (ED) 72,
Transfer Expenses

All instructions provided up until
December 2019 were reflected in
the Exposure Draft (ED) 72,
Transfer Expenses

Agenda ltem 6.1.2
Page 6
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda ltem
6.1.3

DECISIONS UP TO PREVIOUS MEETING

Meeting

July 2022

Decision

1.

Subject to the instructions, the
examples are appropriate for
inclusion in the revised draft
revenue IPSAS.

BC Reference

Revenue

1.

In progress.

June 2022

IPSAS 41 accounting principles
should be applied by analogy to
subsequently measure non-
contractual receivables, as
proposed in the ED.

=

Incorporated — drafted Basis for
Conclusion (BC) is pending review

June 2022

The disclosure requirements
proposed in the ED remain
appropriate and should be retained,
in the revised order proposed.

Incorporated.
BC pending

June 2022

The accounting for capital transfers
is addressed by the general model
on revenue arising from binding
arrangements.

Incorporated — drafted Basis for
Conclusion (BC) is pending review

March 2022

The term ‘compliance obligation’
should be used for the single
concept of an entity’s legally
binding obligation arising from a
revenue transaction with a binding
arrangement.

Incorporated — drafted BC is
pending review

March 2022

After approval of the new Revenue
and Transfer Expenses
pronouncements, if the IPSASB
votes to re-expose, the new
Exposure Draft should include a
Specific Matter for Comment related
to the new term for the single
concept of an entity’s legally
binding obligation in a revenue
transaction with binding
arrangements.

Pending

March 2022

An entity should consider whether
changes in external factors indicate
a change in the substance of its
binding arrangement, or collectively
with internal factors (such as
intention to enforce) inform
subsequent measurement
considerations.

Incorporated — drafted BC is
pending review

December 2021

An entity’s obligation in a binding
arrangement in Revenue
accounting is a narrower concept
than ‘present obligation’ in the
IPSASB Conceptual Framework: it

Incorporated — BC presented
March 2022 Agenda Item 8.2.3

Agenda Item 6.1.3
Page 1
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda ltem
6.1.3

is a legally binding obligation in a
binding arrangement, which is a unit
of account for revenue accounting,
to use resources
received/receivable in compliance
with the terms of the binding
arrangement.

December 2021

The existing term ‘performance
obligation’ should be adopted for
binding obligations arising from
revenue transactions with binding
arrangements subject to any further
staff analysis.

Incorporated — BC presented
March 2022 Agenda Item 8.2.3

December 2021

The proposed guidance should be
incorporated in the Revenue IPSAS
to clarify how an entity should
distinguish its individual obligations
in a binding arrangement, with
refinements.

Incorporated — drafted BC is
pending review

December 2021

Specified activities and eligible
expenditures are examples of ways
in which an entity may fulfill its
obligations in a binding
arrangement.

Incorporated — drafted BC is
pending review

October 2021

Revenue guidance should be
presented as a single IPSAS.

Incorporated — BC presented
March 2022 Agenda Item 8.2.3

September 2021

A transfer recipient recognizes a
liability (deferred revenue) in its
binding arrangement when it has
received resources prior to fulfilling
its present obligation(s), and the
enforceable terms of the binding
arrangement require the entity (i.e.,
the transfer recipient) to transfer
resources to another party if it does
not fulfill its present obligations.

Incorporated — drafted BC is
pending review

September 2021

A liability (deferred revenue) is
extinguished as the transfer
recipient fulfills its present
obligations to earn revenue.

Incorporated — drafted BC is
pending review

September 2021

The detailed review of guidance in
the draft pronouncements, based
on Board decisions for the Revenue
and Transfer Expenses projects, be
delegated to the Drafting Group.

In progress.
BC pending.

September 2021

The guidance in the draft IPSAS
based on ED 71 and ED 72 be
reordered to require the entity to
consider up front whether the
transaction arises without or with a
binding arrangement.

In progress.
BC pending.

June 2021

Retain the definition of a ‘binding

Incorporated — drafted BC is

Agenda Item 6.1.3
Page 2
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda ltem
6.1.3

arrangement’ in the Revenue
standard(s), as it is conceptually
consistent with the definitions
elsewhere in IPSAS literature, with
the following minor wording
revisions: include “for the purposes
of this Standard,” and
“enforceability through legal or
equivalent means”, and change
“both parties” to “the parties”.

pending review

June 2021

Clarify in the Revenue and Transfer
Expenses standards that
enforceability is based on the
entity’s ability to enforce the binding
arrangement and uncertainty of
enforcement is a measurement
issue.

Incorporated — drafted BC is
pending review

June 2021

Confirm that enforceability is the
ability to impose consequences on
parties that do not fulfill their
agreed-upon obligations in the
binding arrangement, and the
guidance proposed in paragraph 21
should be added as Application
Guidance.

Incorporated — drafted BC is
pending review

June 2021

Confirm that the assessment of
enforceability of a binding
arrangement occurs at inception
and when a significant external
change indicates that there may be
a change in the enforceability of
that binding arrangement.

Incorporated — drafted BC is
pending review

June 2021

Confirm that legal or equivalent
means is consistent with ‘legal
obligation’ as described in the
Conceptual Framework Chapter 5
and is not ‘non-legally binding
obligation’

Incorporated — drafted BC is
pending review

June 2021

Revise the definition of a liability in
the IPSASB’s Conceptual
Framework by replacing ‘outflow of
resources’ with ‘transfer of
resources’ as the revised wording
clarifies (i.e., does not substantially
change) the underlying concepts.

Processed in the Conceptual
Framework project. Also
incorporated in drafting.

June 2021

Incorporate additional guidance and
examples into the Conceptual
Framework on ‘transfer of
resources’, as outlined in the
Agenda Item, to clarify the
ambiguities associated with what
entails a ‘transfer of resources’

Processed in the Conceptual
Framework project.

April 2021

Confirm, for revenue, that there is

Incorporated in drafting.

Agenda Item 6.1.3
Page 3
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Revenue and Transfer Expenses Ag en d a. Item

IPSASB Meeting (September 2022) 6 1 3

no initial recognition when no party BC pending
has fulfilled its stated obligations
under the binding arrangement,
unless the binding arrangement is
onerous. Accounting for the binding
arrangement begins when the
binding arrangement is at least
partially fulfilled (i.e., at least one
party begins to fulfill one or more of
its stated obligations).

April 2021 2. An entity’s right and obligation 2. Incorporated in drafting.
within a binding arrangement are BC pending

directly linked and interdependent.
When the binding arrangement is
wholly unfulfilled, the combined
right and obligation constitutes a
single asset or liability.

March 2021 1. Revise the title(s) of the proposed 1. See Agenda ltem 6.3.2. The
revenue standard(s) to reflect the proposed title is “Revenue”, based
nature of revenue transactions in on the IPSASB’s October 2021
the public sector. decision to have a single IPSAS for

all revenue transactions in the
public sector.

BC pending

March 2021 2. For the time being, continue to 2. N/A - no longer necessary based
present revenue guidance as two on October 2021 Agenda Item 3.2.1
separate standards with the decision to have a single Revenue
standard based on ED 71, Revenue IPSAS

without Performance Obligations
first (i.e., Option 1).

March 2021 3. Retain the concept of a binding 3. Incorporated and reviewed in 2021
arrangement as a fundamental
concept for revenue accounting,
and that the existence of rights and
obligations within, and enforceability
of, a binding arrangement mean
that it contains at least one present
obligation.

March 2021 4. Adopt the principle that 4. Incorporated and reviewed in 2021
enforceability of a binding
arrangement can arise from various
mechanisms, so long as the
mechanism(s) provide the entity
with the ability to enforce the
binding arrangement and hold the
parties accountable to the
satisfaction of stipulated obligations.

March 2021 5. Highlight that an entity should 5. Incorporated and reviewed in 2021
assess all relevant factors at the
transaction date to determine
whether an arrangement is
enforceable.

Agenda Item 6.1.3
Page 4
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Revenue and Transfer Expenses Ag en d a. Item

IPSASB Meeting (September 2022) 6 1 3
March 2021 6. Retain revenue from performance 6. Incorporated and reviewed by the
obligations as a separate type of Drafting Group concurrent with
revenue. other 2021 decisions
March 2021 7. Highlight that performance 7. Incorporated and reviewed by the
obligations are a subset of present Drafting Group concurrent with
obligations that embody a specific other 2021 decisions

transfer of a distinct good or service
to a purchaser or third-party

beneficiary.

March 2021 8. Revise existing Application 8. N/A - no longer necessary based
Guidance to state that, where there on October 2021 Agenda Item 3.2.1
is objective evidence that a portion decision to have a single Revenue
of consideration relates to the IPSAS

transfer of distinct goods or services
to the purchaser/transfer provider or
a third-party beneficiary,
disaggregate the transaction price
and account for the component(s)
relating to the transfer of distinct
goods or services in accordance
with ED 70, Revenue with
Performance Obligations then use
ED 71 to account for any remaining
component(s). If the portion is
unclear, account for the entire
transaction in accordance with

ED 71.
March 2021 9. Highlight that enforceability in a 9. Incorporated — drafted BC is
binding arrangement gives rise to a pending review

liability (deferred revenue) for the
transfer recipient to the extent that
the terms of the arrangement are
not yet satisfied.

March 2021 10. Proceed with the proposed 10. See September 2021 Agenda Item
Revenue project plan, use in-period 425

review sessions as needed, and
revisit the need, role, and
composition of a Task Force in Q2

2021.
December 2020 1. Reorder the draft guidance in ED 70 | 1. N/A — based on October 2021
and ED 71 to begin with ED 71, Agenda ltem 3.2.1

either as a separate standard, or a
combined standard.

December 2020 2. Address concerns over the nature 2. In progress, concurrently with
and length of disclosures in all three IPSASB’s decision on June 2022
EDs by taking a principles-based Agenda Item 3.2.7

approach focusing on the nature of
the transactions and their risks.

December 2019 1. All decisions made up until 1. All decisions made up until
December 2019 were reflected in December 2019 were reflected in
the Exposure Draft (ED) 70, the Exposure Draft (ED) 70,

Agenda Item 6.1.3
Page 5
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Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda ltem
6.1.3

Revenue with Performance Revenue with Performance
Obligations and Exposure Draft Obligations and Exposure Draft
(ED) 71, Revenue without (ED) 71, Revenue without
Performance Obligations Performance Obligations
June 2022 1. Subject to drafting instructions, 1. Incorporated into draft IPSAS. See
the key transfer expense Agenda Item 6.3.1. Drafting of
accounting principle is Basis for Conclusions in progress.
determining whether the entity
controls a transfer right.
June 2022 2. Subject to drafting instructions, a | 2. Incorporated into draft IPSAS. See
liability should be recognized prior Agenda Item 6.3.1. Drafting of
to the transfer if: Basis for Conclusions in progress.
(@) Intransactions arising from
a binding arrangement, the
transfer recipient fulfilled its
compliance obligations; or

(b) Intransactions not
involving a binding
arrangement, the facts and
circumstances results in: A
constructive obligation as
described in IPSAS 19 or a
legal obligation which
requires an outflow of
resources.

June 2022 3. Subject to instructions on drafting | 3. Incorporated into draft IPSAS. See
implementation guidance, Agenda Item 6.3.1. Drafting of
appropriations are addressed by Basis for Conclusions in progress.
the general accounting model for
transfer expenses and no
additional authoritative guidance
is needed.

June 2022 4, Onerous contracts are not 4. Incorporated into draft IPSAS. See
applicable to transfer expenses. Agenda Item 6.3.1. Drafting of

Basis for Conclusions in progress.

March 2022 1. An entity should consider whether 1. Incorporated into draft IPSAS. See
changes in external factors Agenda Item 6.3.1. Drafting of
indicated a change in the substance Basis for Conclusions in progress.
of its binding arrangement, or
collectively with internal factors
(such as intention to enforce) inform
subsequent measurement
considerations.

December 2021 1. Non-cash resources transferred by | 1. Incorporated into draft IPSAS. See
a transfer provider should be Agenda Item 6.3.1. Drafting of
measured at their carrying amount Basis for Conclusions in progress
in line with the requirements in
other IPSAS.

September 2021 1. Where the transfer provider in a 1. Incorporated into draft IPSAS. See
binding arrangement transfers cash Agenda Item 6.3.1. Drafting of
or other resources prior to the Basis for Conclusions in progress.

Agenda Item 6.1.3
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Agenda ltem

6.1.

3

transfer recipient fulfilling its
obligations, the transfer provider’s
enforceable right to have the
transfer recipient fulfill its
obligations (or face consequences
outlined in the binding
arrangement) meets the definition
of an asset.

September 2021 As an asset may exist where the Incorporated into draft IPSAS. See
transfer provider transfers cash or Agenda Item 6.3.1. Drafting of
other resources prior to the transfer Basis for Conclusions in progress.
recipient fulfilling its obligations, the
accounting model adopted in ED 72
for transfer expenses where the
transfer recipient has a present
obligation should not be retained.

September 2021 Revisions, proposed in the Incorporated into draft IPSAS. See
Appendices, to address constituent Agenda Item 6.3.1. Drafting of
concerns should be incorporated Basis for Conclusions in progress
into the draft IPSAS based on ED
72 (except for Recommendation 3
on binding arrangements and
onerous contracts).

September 2021 The distinction between transfer Incorporated into draft IPSAS. See
expenses with performance Agenda Item 6.3.1. Drafting of
obligations and transfer expenses Basis for Conclusions in progress.
without performance obligations
previously proposed in ED 72
should be removed, as it is not
useful from a transfer provider
perspective.

September 2021 The detailed review of guidance in The draft IPSAS in Agenda
the draft pronouncements, based Item 6.3.1 has been reviewed by
on Board decisions for the Revenue the Drafting Group. Drafting of
and Transfer Expenses projects, be Basis for Conclusions in progress.
delegated to the Drafting Group.

September 2021 The guidance in the draft IPSAS Incorporated into draft IPSAS. See
based on ED 71 and ED 72 be Agenda Item 6.3.1. Drafting of
reordered to require the entity to Basis for Conclusions in progress.
consider up front whether the
transaction arises without or with a
binding arrangement.

June 2021 Incorporate the definition of a Incorporated into draft IPSAS. See
‘binding arrangement’ (as decided Agenda Item 6.3.1. Drafting of
above for Revenue) into the final Basis for Conclusions in progress.
Transfer Expenses standard to
ensure the standards are
conceptually consistent and
freestanding.

June 2021 Clarify in the Revenue and Transfer Incorporated into draft IPSAS. See

Expenses standards that
enforceability is based on the
entity’s ability to enforce the binding

Agenda Item 6.3.1. Drafting of
Basis for Conclusions in progress.

Agenda Item 6.1.3
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Agenda ltem

6.1.

3

arrangement and uncertainty of
enforcement is a measurement
issue.

June 2021 Confirm that enforceability is the Incorporated into draft IPSAS. See
ability to impose consequences on Agenda Item 6.3.1. Drafting of
parties that do not fulfill their Basis for Conclusions in progress.
agreed-upon obligations in the
binding arrangement, and the
guidance proposed in paragraph 21
should be added as Application
Guidance.

June 2021 Confirm that the assessment of Incorporated into draft IPSAS. See
enforceability of a binding Agenda Item 6.3.1. Drafting of
arrangement occurs at inception Basis for Conclusions in progress.
and when a significant external
change indicates that there may be
a change in the enforceability of
that binding arrangement.

June 2021 Confirm that legal or equivalent Incorporated into draft IPSAS. See
means is consistent with ‘legal Agenda Item 6.3.1. Drafting of
obligation’ as described in the Basis for Conclusions in progress.
Conceptual Framework Chapter 5
and is not ‘non-legally binding
obligation’

June 2021 Revise the definition of a liability in Processed in the Conceptual
the IPSASB’s Conceptual Framework project. Also
Framework by replacing ‘outflow of incorporated in drafting.
resources’ with ‘transfer of
resources’ as the revised wording
clarifies (i.e., does not substantially
change) the underlying concepts.

April 2021 Address principle-related issues Incorporated into draft IPSAS. See
raised by constituents first, before Agenda Item 6.3.1. Drafting of
considering other issues raised. Basis for Conclusions in progress.

April 2021 Revise the presentation of guidance Incorporated into draft IPSAS. See
in the transfer expense standard to Agenda Item 6.3.1. Drafting of
better reflect the public sector. Basis for Conclusions in progress.

April 2021 Retain binding arrangement as a Incorporated into draft IPSAS. See
fundamental concept for transfer Agenda Item 6.3.1. Drafting of
expense accounting. Principles Basis for Conclusions in progress.
related to binding arrangements
should be consistent. Identification
and assessment of a binding
arrangement is from the perspective
of the entity.

April 2021 Confirm that, in a binding Incorporated into draft IPSAS. See
arrangement, each party will have Agenda Item 6.3.1. Drafting of
at least one present obligation. Basis for Conclusions in progress.

April 2021 Confirm that enforceability can be Incorporated into draft IPSAS. See

Agenda Item 6.1.3
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Agenda ltem
6.1.3

demonstrated by various
mechanisms in transfer expense
accounting, and all relevant factors
should be considered in that
analysis.

Agenda Item 6.3.1. Drafting of
Basis for Conclusions in progress.

April 2021 6. Confirm that enforceability of a 6. Incorporated into draft IPSAS. See
binding arrangement may give rise Agenda Item 6.3.1. Drafting of
to an asset for the transfer provider Basis for Conclusions in progress.
when it is partially fulfilled.

April 2021 7. Be conceptually consistent with the | 7. Distinction has been removed from
present obligation principles draft IPSAS. See Agenda
developed for revenue, and Item 6.3.1. Drafting of Basis for
consider substance of the Conclusions in progress.
arrangement from the different
perspectives (transfer provider vs.
transfer recipient) in assessing
whether to retain the distinction of
performance obligations for transfer
expense accounting.

April 2021 8. Consider the implication of the 8. Distinction has been removed from
IPSASB’s decision on the treatment draft IPSAS. See Agenda
of “consideration not directly Item 6.3.1. Drafting of Basis for
attributable to the transfer of distinct Conclusions in progress.
goods or services” at a later date,
based on the decision to either
retain or remove the distinction of
transfer expenses with and without
performance obligations.

April 2021 9. Incorporate executory contract 9. Incorporated into draft IPSAS. See
accounting principles without Agenda Item 6.3.1. Drafting of
explicitly referring to the term Basis for Conclusions in progress.
executory contracts. Drafting should
refer to specific principles to
account for binding arrangements.

April 2021 10. Confirm, for transfer expenses, that | 10. Incorporated into draft IPSAS. See
there is no initial recognition when Agenda Item 6.3.1. Drafting of
no party has fulfilled its stated Basis for Conclusions in progress.
obligations under the binding
arrangement, unless the binding
arrangement is onerous.

Accounting for the binding
arrangement begins when the
binding arrangement is at least
partially fulfilled (i.e., at least one
party begins to fulfill one or more of
its stated obligations).
April 2021 11. Confirm an entity’s right and 11. Incorporated into draft IPSAS. See

obligation within a binding
arrangement are directly linked and
interdependent. When the binding
arrangement is wholly unfulfilled,
the combined right and obligation

Agenda Item 6.3.1. Drafting of
Basis for Conclusions in progress.

Agenda Item 6.1.3
Page 9

Page 18 of 153



Revenue and Transfer Expenses
IPSASB Meeting (September 2022)

Agenda Item
6.1.3

constitute a single asset or liability.

December 2020 Address concerns over the nature See Agenda Items 6.2.2 and 6.2.3.
and length of disclosures in all three Drafting of Basis for Conclusions in
EDs by taking a principles-based progress.
approach focusing on the nature of
the transactions and their risks.

December 2019 All decisions made up until All decisions made up until

December 2019 were reflected in
the Exposure Draft (ED) 72,
Transfer Expenses

December 2019 were reflected in
the Exposure Draft (ED) 72,
Transfer Expenses

Agenda Item 6.1.3
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Progress on the Revenue and Transfer Expenses Projects
Purpose

1. To provide an overview of the progress on the Revenue and Transfer Expenses projects, and next
steps leading to December 2022.

Background

2. The IPSASB began reviewing constituent responses to the Revenue and Transfer Expenses
Exposure Drafts (EDs) in December 2020, with a focus on first finalizing the accounting principles
in the authoritative guidance (core text and Application Guidance (AGs)) before finalizing the non-
authoritative guidance (Basis for Conclusions (BCs), Implementation Guidance (IGs) and lllustrative
Examples (IEs)).

3. To move the projects forward efficiently, the IPSASB and staff have maintained a consistent
approach throughout this phase of the projects. This included:

(a) Detailed analysis and discussions on substantial issues to finalize accounting principles;

(b)  Active collaboration between the staff project leads to ensure consistency in principles, where
appropriate by considering whether any decisions in one project impact the other;

(c) Updated project plans at each Board session to outline remaining issues; and

(d) Engagement with the established Drafting Group (DG), explained further in paragraph 5, to
review and revise the draft authoritative text of the two IPSAS based on IPSASB decisions
and instructions to date.

Reflecting IPSASB Decisions

4, The IPSASB has made substantial progress on both projects using this approach. Several of its key
decisions on principle-related and conceptual issues have resulted in several changes to the
authoritative text of the proposed IPSAS. This includes, but is not limited to:

(@) Presenting all revenue guidance in a single IPSAS;
(b) Revising the transfer expenses guidance to reflect the perspective of the transfer provider;

(c) Restructuring guidance in both proposed standards to improve clarity and understandability,
and better communicate the prevalence of transaction types in the public sector;

(d) Emphasizing binding arrangements as a fundamental concept for both revenue and transfer
expenses accounting; and

(e) Refining the accounting principles associated with other concepts in revenue and transfer
expenses accounting.

5. The IPSASB established the DG to enable the Board to prioritize principle-related issues during its
limited agenda time. The IPSASB agreed that the purpose of the DG s to:

(&) Support staff in actioning and incorporating Board decisions and instructions in the drafting of
the proposed standards; and

Agenda Item 6.2.1
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(b) Perform detailed reviews of staff's drafting to confirm that IPSASB decisions and instructions
are appropriately reflected.?

6. The DG has worked closely with staff to reflect Board decisions and instructions in the proposed
IPSAS. Given the volume and complexity of material, staff and the DG previously presented draft
authoritative text in tabular format, at each Board session, to clearly narrate the impact of the
IPSASB’s decisions and instructions on the content and structure of the draft IPSAS.

Q3 2022

7. Staff and the DG have incorporated all decisions and instructions as of the July 2022 into the
authoritative guidance of the two proposed IPSAS (Agenda Items 6.3.1 and 6.3.2).

8. The IPSASB will complete all principle-related discussions at this September 2022 IPSASB
meeting (see the background of Agenda Item 6.2.8 for more details). These decisions will influence
the consideration and review of the draft non-authoritative guidance.

Next Steps — Q4 2022

9. The IPSASB is expected to approve the Revenue and Transfer Expenses IPSAS in December
2022. Once the Board approves the new IPSAS, it will consider the need for re-exposure as part of
its due process?. To reach this milestone, staff and the Drafting Group will complete the following in

Q4.
(& Continue to reflect remaining IPSASB decisions and instructions in the draft IPSAS;
(b)  Ensure that Basis for Conclusions reflect IPSASB decisions;

(c) Summarize the proposed Amendments to Other IPSAS;

(d) Draft Implementation Guidance based on the IPSASB’s decisions on Agenda Item 6.2.8; and

(e) Review and present to the IPSASB the recommended draft lllustrative Examples.

10. Staff have summarized the progress to date and expected timelines for guidance on both projects
in Appendix 1. IPSASB members will be able to review Implementation Guidance and lllustrative
Examples by exception in December 2022, consistent with the process on previous projects
(e.g., IPSAS 41).

11. Members are encouraged to connect with staff offine on any specific points they would like
discussed.

1 See September 2021 Agenda Item 4.2.5 for additional details. The Drafting Group does not reopen decisions
made by the IPSASB. The Drafting Group did not identify any significant issues related to the drafting of a
decision that required further Board clarification.

2 IPSASB Due Process requires the IPSASB to consider whether there has been a substantial change from the
original exposure draft such that a vote on re-exposure is necessary. An affirmative vote by IPSASB in
accordance with the IPSASB’s Terms of Reference that re-exposure is required to issue a re-exposure draft. The
basis of the IPSASB’s decisions with respect to re-exposure is recorded in the minutes. The re-exposure is
accompanied with a summary memorandum (At-a-Glance document) that includes the reasoning behind it, and
sufficient information to understand the changes made as a result of the earlier exposure. IPSASB staff believe
that re-exposure is likely to be necessary for both the Revenue and Transfer Expenses EDs, however, note that
decision is not taken until the international standard(s) are reviewed and approved by a vote by the IPSASB.
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Appendix 1 — Progress and Proposed Timeline for the Revenue and Transfer Expenses IPSAS

The following diagrams provide a visual timeline for work on the Revenue and Transfer Expenses projects, respectively.
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Revised Presentation and Disclosure Requirements for Transfer Expense-Related
Balances

Question

1. Does the IPSASB agree with the proposed presentation and disclosure requirements for transfer
expense-related balances?

Recommendations
2. Staff recommend revising the [draft] Transfer Expenses standard to:

(a) Clarify that the presentation and disclosure of transfer expense-related balances are
addressed by the presentation and disclosure requirements in IPSAS 1, Presentation of
Financial Statements, and in certain cases, IPSAS 19, Provisions, Contingent Liabilities and
Contingent Assets, IPSAS 28, Financial Instruments: Presentation, and IPSAS 30, Financial
Instruments: Disclosures, and provide clear signposting to these standards;

(b) Require the disclosure of significant judgments, and changes in the judgments, made
regarding the recognition of transfer right assets from transfer expense transactions, if not
already disclosed elsewhere in the financial statements;

(c) Require the disclosure of a reconciliation of the opening and closing balances of transfer right
assets, if not otherwise separately presented or disclosed; and

(d) Include a Specific Matters for Comment asking for feedback on whether the disclosure
proposed in paragraph 2(c) would provide helpful information.

Background

3. In response to [draft] IPSAS [X], Transfer Expenses (ED 72), the majority of responses disagreed
or only partially agreed with the proposed presentation and disclosure requirements. Constituents
raised significant concerns over the following areas:

(@) Requirements that were seen as excessively detailed, such as the disaggregation of certain
transfer expenses;

(b) Requirements that were seen as overly complex and provided little value to users, such as
separate disclosures for the reconciliations for the opening and closing balances of binding
arrangement assets or binding arrangement liabilities (now referred to as transfer right assets
and transfer obligation liability in the revised draft standard); and

(c) Requirements that were specific to the proposed use of the Public Sector Performance
Obligation Approach (PSPOA) model for transfer expenses, such as details on the transfer
recipient’s remaining performance obligations or distinction between transfer expenses with
and without performance obligations. Constituents were concerned that such disclosures
would have required information that only the transfer recipient can access.

4, To address the above issues and to account for the fact that the accounting model for transfer
expenses has been revised, staff reconsidered the presentation and disclosure proposals using a
principled approach to ensure that the requirements are appropriate. This paper sets out the
revised proposals for transfer expense-related balances.

Agenda Item 6.2.2
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5. Agenda Item 6.2.3 specifically considers the presentation and disclosure of transfer expenses.

Analysis

6. Staff noted that for a transfer provider, in addition to a transfer expense itself, the following financial
statement balances could result from a transfer transaction:

(a) Transfer right asset;

(b)  Financial asset; and

(c) Transfer obligation liability.
Transfer Right Asset

7. As many respondents to ED 72 noted, transfer right assets are of a similar nature as prepayment
assets. IPSAS 18 provides guidance on the presentation of prepayment assets, so staff are of the
view that there is already sufficient guidance on the presentation of transfer right assets in the
financial statements.

8. However, as expenditures for programs and activities are typically expensed in the statement of
financial performance, the recognition of a transfer right asset is not in line with general
expectations. Therefore, an explanation of why a transfer right asset is recognized and information
regarding the recognized asset may be helpful to users. As a result, staff recommend the following
requirements:

(@) Disclosure of significant judgments, and changes in the judgments, made regarding the
recognition of transfer right assets from transfer expense transactions; and

(b) Disclosure of a reconciliation of the opening and closing balances of transfer right assets, if
not otherwise separately presented or disclosed.

9. During discussions with the Drafting Group, a member noted that the disclosures proposed in
paragraph Error! Reference source not found. were already presented or disclosed in the financial
statements as part of the information on the entity’s programs and activities. Therefore, staff will
clarify in the drafting that these additional disclosures are only required if the information is not
already presented or disclosed elsewhere in the financial statements.

10. In addition, as constituents have previously raised concerns over the complexity and value of
reconciliations for binding arrangement assets and liabilities, staff recommend including a Specific
Matters for Comment asking for feedback on whether the reconciliation disclosure proposed in
paragraph 8(b) would provide helpful information in light of the overall reduction of disclosures in
the [draft] standard.

Financial Asset

11. Staff noted that a transfer may also result in a financial asset. Subsequent to the transfer of
resources, a transfer recipient may become unwilling or unable to fulfill its obligations in the binding
arrangement. In these situations, the transfer provider may have an unconditional right to receive
cash based on the terms of the binding arrangement, the legal system in the jurisdiction, or other
circumstances. In these circumstances, the transfer right asset is reclassified to a financial asset.

3 IPSAS 1, paragraphs 76, 90-91, and 94(b).
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12. Subsequent to the reclassification, the accounting, presentation, and disclosure of the financial
asset fall within the scope of IPSAS 41, Financial Instruments, IPSAS 28, and IPSAS 30,
respectively. Therefore, staff are of the view that no additional guidance is required.

Transfer Obligation Liability

13. Transfers obligation liabilities could arise from situations where the transfer recipient has already
fulfilled their obligations under a binding arrangement (i.e., the transfer provider’s right is already
extinguished), and the transfer provider is obligated to transfer cash or other assets under the
arrangement. Alternatively, in situations without a binding arrangement, a liability could be
recognized due to a legal or constructive obligation to transfer resources. In both situations, the
obligation to transfer resources is unconditional and the liability is of a similar nature as a payable,
except in some cases the settlement is done through the transfer of non-cash assets.

14. IPSAS 1 already provides guidance on the presentation of “transfers payable,”* which are a specific
form of transfer obligation liabilities where the transfer provider is obligated to pay cash. Based on
the similar nature of transfer obligation liability and transfers payable, staff are of the view that the
guidance on the presentation of transfers payable in IPSAS 1 should be applied to all transfer
obligation liabilities.

15. In addition, staff noted that transfer obligation liabilities which arose from an obligation to transfer
cash are a financial liability measured at amortized cost, so the disclosure requirements in
IPSAS 30 for payables (e.g., maturity analysis) would be applicable.

16. For transfers without a binding arrangement where a liability is recognized for a legal or
constructive obligation, staff noted that the disclosure requirements in IPSAS 19 would be
applicable.

Decision Required

17. Does the IPSASB agree with the staff recommendations?

4 |IPSAS 1, paragraphs 80 and 88(j).
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Revised Presentation and Disclosure Requirements for Transfer Expenses
Question

1. Does the IPSASB agree with the proposed revisions to the presentation and disclosure
requirements for transfer expenses?

Recommendation

2. Staff recommend revising the [draft] Transfer Expenses standard to clarify that the general
presentation and disclosure requirements for expenses in IPSAS 1, Presentation of Financial
Statements, should be applied to transfer expenses.

Background

3. As noted in Agenda ltem 6.2.2, the majority of respondents disagreed or only partially agreed with
the proposed disclosure requirements in [draft] IPSAS [X], Transfer Expenses (ED 72). To address
the issues noted in Agenda lItem 6.2.2, staff reconsidered the presentation and disclosure
proposals for transfer expenses. This paper sets out the revised proposals.

Analysis

4, ED 72 proposed that the objective of the disclosure requirements is for a transfer provider to
disclose sufficient information to enable users of financial statements to understand the nature,
amount, timing, and uncertainty of expenses and cash flows arising from transfer expenses.

5. Staff are of the view that the above objective remains appropriate but noted that many of the
proposed disclosures in ED 72 were based on the revenue exposure drafts, which in turn were
based on IFRS 15, Revenue from Contracts with Customers, and IPSAS 23, Revenue from Non-
Exchange Transactions (Taxes and Transfers). Consistent with comments raised by constituents,
these proposals do not address the key information needs for expenses and should be revised to
focus on how an entity uses its resources, particularly how resources are spent on an entity’s
programs, activities, and services.

6. Therefore, staff are of the view that the following existing presentation and disclosure requirements
for expenses in IPSAS 1 should be applied to transfer expenses, as they adequately provide users
with information regarding how an entity is using its resources:

(&) Paragraph 109 requires an entity to present an analysis of expenses using a classification
based on either the nature of expenses or their function within the entity, either on the face of
the statement of performance or in the notes;

(b) Paragraph 111 notes that expenses are subclassified to highlight the cost and cost
recoveries of particular programs, activities, or other relevant segments of the entity; and

(c) Paragraph 115 requires entities classifying expenses by function to disclose additional
information on the nature of expenses, including depreciation and amortization expense,
social benefits expense, and employee benefits expense.

Decision Required

7. Does the IPSASB agree with the staff recommendation?
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Application of the Revised Transfer Expenses Model to Capital Transfers
Question

1. Does IPSASB agree that the revised model for transfer expenses arising from binding
arrangements is appropriate to account for capital transfers?

Recommendations
2. Staff recommend that:
(& No additional authoritative guidance needs to be developed for capital transfers; and

(b) Consistent with the [draft] Revenue standard, the [draft] Transfer Expenses standard should
clarify in the application guidance how the general accounting principles for transfer
expenses arising from binding arrangements should be applied to capital transfers.

Background

3. Capital transfers are currently defined in the [draft] IPSAS [X], Revenue as, “an inflow [for the
transfer recipient], that arises from a binding arrangement, of cash or another asset with a
specification that the entity [transfer recipient] acquires or constructs a non-financial asset that will
be controlled by the entity.”

4, In June 2022, staff presented a paper on the application of the general accounting principles for
revenue arising from binding arrangements to capital transfers. The IPSASB agreed that the
proposed general revenue guidance should be used to account for capital transfers and that no
new revenue principles need to be developed.

5. As part of the feedback received for [draft] IPSAS [X], Transfer Expenses, a number of constituents
requested an explanation of how a transfer provider would account for capital transfers. In addition,
given the relationship between the Revenue and Transfer Expenses projects, staff considered how
the general model for transfer expenses proposed in June 2022 would apply to capital transfers.
This paper addresses the application of the revised transfer expenses model to capital transfers.

Analysis

6. Under the revised model for transfer expenses, when a transfer provider transfers a resource in
accordance with a binding arrangement, the transferred assets are derecognized, and a transfer
right asset is recognized. The transfer right asset represents the transfer provider's enforceable
right to have the transfer recipient fulfill its obligations in a manner or face the consequences as
specified in the binding arrangement. This transfer right asset is then derecognized, and a transfer
expense is recognized when (or as) the transfer rights are extinguished in accordance with the
terms of the binding arrangement.

7. For a capital transfer, the terms of a binding arrangement will require the transfer recipient to either
acquire or construct a specified non-financial asset. Therefore, depending on the terms of the
binding arrangement, the transfer provider’s transfer rights will be extinguished:

(8 When the transfer recipient acquires the specified non-financial asset; or

(b)  When or as the transfer recipient constructs the specified non-financial asset.
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8. The proposed transfer expenses model adequately addresses both of the above scenarios. Upon
the initial transfer of resources in the capital transfer, the transfer provider recognizes a transfer
right asset. Subsequently:

(@) If the transfer recipient acquires the specified non-financial asset, the transfer provider's
transfer right is extinguished once this asset has been acquired. This will result in
derecognition of the entire transfer right asset and the recognition of the entire amount as a
transfer expense; or

(b) If the transfer recipient constructs the specified non-financial asset, the transfer right is
extinguished as the asset is being constructed by the transfer recipient. In this case, the
transfer right asset is derecognized, and a transfer expense is recognized based on the
measure of progress as determined by the transfer provider. Staff expects that this will
generally be over the construction period in a pattern that reflects the construction progress.

9. In the event that a transfer recipient acquires or constructs the asset prior to the transfer from the
transfer provider, the proposed guidance requires the transfer provider to recognize a transfer
obligation liability and an expense for the obligation to transfer resources. The transfer provider will
either recognize a liability and expense for the full amount once the transfer recipient acquires the
asset or recognize the liability and expense over the construction period in a pattern which reflects
the construction progress. The subsequent transfer of resources will then be accounted for as a
settlement of the transfer obligation liability.

10. There may be situations where after the initial transfer from the transfer provider, a transfer
recipient is unable or unwilling to acquire or construct the specified non-financial asset. When this
occurs, the proposed guidance requires an entity to consider whether the transfer provider has an
enforceable unconditional right to a refund of the transferred resources, and if so, the transfer right
asset is reclassified to a financial asset accounted for using IPSAS 41, Financial Instruments. If the
asset is not reclassified, the proposed guidance states that the transfer provider shall assess the
transfer right asset for impairment in accordance with IPSAS 21, Impairment of Non-Cash-
Generating Assets.

11. Based on paragraphs 8-10 above, the proposed transfer expense model adequately addresses the
accounting for capital transfers from the transfer provider's perspective. Therefore, staff is of the
view that:

(@) No additional authoritative guidance is required to be developed for capital transfers; and

(b) Capital transfers should be addressed in the [draft] Transfer Expense standard by clarifying
in the application guidance how the general principles for transfer expenses arising from
binding arrangements are applicable.

Decision Required

12. Does the IPSASB agree with the staff recommendations?
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Remaining Substantive Issues in the [Draft] Transfer Expenses IPSAS
Question

1. Does IPSASB agree with staff's proposed revisions to definitions, measurement, and transitional
provisions in the [draft] Transfer Expenses IPSAS?

Recommendations
2. Staff recommend the following revisions in the [draft] Transfer Expenses IPSAS:
(&) Addition of the terms “transfer consideration” and “stand-alone consideration”;

(b)  Simplification of the measurement requirements for variable consideration by referring to
IPSAS 19, Provisions, Contingent Liabilities and Contingent Assets;

(c) Simplification of the allocation of transfer consideration to individual transfer rights based on
the amounts stated in a binding arrangement, or if not explicitly stated, the amounts the
transfer provider intended to compensate the transfer recipient for fulling each of its
obligations in the binding arrangement; and

(d) Simplification of the transitional provisions to allow prospective application or full respectively
application.

Background

3. In addition to revising the [draft] Transfer Expenses standard to implement the IPSASB’s decisions
and instructions on Transfer Expenses up to July 2022, staff made other changes based on
feedback on [draft] IPSAS [X], Transfer Expenses (ED 72) that have not yet been discussed with
the IPSASB, as well as for comments from the Drafting Group (DG). This paper summarizes these
changes.

Analysis
Revisions to Definitions — Addition of “Transfer Consideration” and “Stand-alone Consideration”

4, ED 72 and the Revenue EDs all used the term “transaction price,” which is defined as the amount
of consideration to which an entity expects to be entitled. The DG has since revised the term in the
current [draft] Revenue standard to “transaction consideration” to better capture the concept in the
new model. To account for the transfer provider's perspective in a transfer transaction, staff
introduced the term “transfer consideration,” which is defined as the amount of total consideration
which an entity expects to transfer.

5. Also consistent with the Revenue EDs, ED 72 used the term “stand-alone price,” which is defined
as the price at which an entity would provide a promised good or service separately to a purchaser
or third-party beneficiary. The DG has subsequently revised the term to “stand-alone value” in the
revised [draft] Revenue standard. Staff and the DG noted that this term cannot be used for transfer
expenses as its definition is specific to a resource recipient’s perspective. To account for the
transfer provider’'s perspective, staff and the DG recommend the term “stand-alone consideration,”
which is defined as is the amounts that an entity intended to compensate the transfer recipient for
fulfilling each of its obligations in a binding arrangement.
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Revisions to the Measurement of Transfer Expenses from Transactions with Binding Arrangements —
Variable Consideration

6. The proposed guidance on variable consideration in ED 72 was based on the proposals on variable
consideration in the Revenue EDs. However, when accounting for a transfer expense transaction
from the transfer provider’'s perspective, specific guidance on variable consideration is not required,
as any variable consideration will result in a liability of uncertain timing or amount. Such a liability
meets the definition of a provision in IPSAS 19, Provisions, Contingent Liabilities, and Contingent
Assets.

7. Therefore, staff recommend simplifying the guidance on variable consideration for transfer
expenses by referring to the measurement requirements for a provision in IPSAS 19 when is it
more likely than not that a present obligation exists for the transfer of variable consideration.

Revisions to the Measurement of Transfer Expenses from Transactions with Binding Arrangements —
Determination and Allocation of Transfer Consideration to Individual Transfer Rights

8. The proposals in ED 72 on the determination of transfer consideration and the allocation of the
transfer consideration to individual transfer rights largely mirrored the corresponding guidance in
revenue. Respondents noted that this approach was overly complex and required access to
information from the transfer recipient, which may not always be practicable.

9. To simplify the guidance and to focus on the transfer provider’s perspective, staff recommend:

(a) Determining the transfer consideration based on the total carrying amount of the resources
which a transfer provider has transferred, or is obligated to transfer, in accordance with the
binding arrangement, adjusted for the effects of variable consideration; and

(b)  Allocating the transfer consideration to individual transfer rights based on the amount the
transfer provider intended to compensate the transfer recipient for fulling each of its
obligations in the binding arrangement. If these amounts are not explicitly stated in a binding
arrangement, the amounts considered by the transfer provider when negotiating the binding
arrangement should be used.

10. Staff noted that these simplifications are appropriate for transfer expenses because:

(@) The transfer provider would be fully aware of how much they are willing to pay for each
transfer right when negotiating the binding arrangement with the transfer recipient; and

(b) For revenue, the allocation of transaction consideration to each compliance obligation is
much more robust, because in addition to potentially changing the timing of revenue
recognition, an inappropriate allocation could also obscure the margins for certain goods or
services, or delay the recognition of losses. These additional concerns are not applicable for
transfer expenses.

Simplification of the Transitional Provisions

11. Respondents noted that even with practical expedients, the retrospective transitional provisions in
ED 72 were onerous, with benefits not outweighing the costs, and could lead to practical difficulties
in applying the [draft] standard. During discussions with the Drafting Group, it was also noted that
ED 72’s transitional provisions will most likely not result in any value-added information for users.
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Staff considered whether prospective application would be result in a significant loss of information
or a significant departure from the Conceptual Framework and noted that:

(a) If a transfer expense was fully expensed in a prior period, the transfer of resources would
have already occurred, and the expenditure would have already been reported in the
financial statements. Even if the expensed amount would have qualified for asset recognition
in accordance with the [draft] standard, requiring an entity to reverse a transfer expense
would not result in any new information regarding the underlying expenditure. In addition,
based on the typical nature and length of transfers from transactions both with and without
binding arrangements, most transfer transactions are expected to either not result in a prior-
period adjustment or may result in the recognition of an asset in the prior-period that would
be expensed in the current period or shortly after. Therefore, retrospective application of the
[draft] standard appears to result in very little benefits compared to the implementation costs;

(b) If a prior-period transfer resulted in a prepayment asset, the recognition and measurement of
such an asset would likely be consistent with the proposed recognition and measurement of
transfer right assets. This is because prepayment assets are often measured at the
amortized cost of the prepaid goods or services, which would be consistent with how much
the transfer provider would be willing to pay for the transfer recipient to fulfil its obligations;
and

(c) If a liability was recognized for a prior-period transfer, the recognition of the liability would
have been driven by either a legal or constructive obligation outside a binding arrangement to
transfer resources, or an obligation from a binding arrangement to transfer resources. In all
cases, the recognition and measurement of such a liability would be consistent with the
proposed recognition and measurement of a transfer obligation liability.

Based on these reasons, staff simplified the transitional provisions to allow prospective application
of the [draft] standard for transfers made on or after the date of initial application. To provide
entities with the flexibility to adjust their prior-period financial statements, staff also included the
option to adopt the [draft] standard on a full retrospective basis in accordance with IPSAS 3,
Accounting Policies, Changes in Accounting Estimates and Errors.

Decision Required

14.

Does the IPSASB agree with the staff recommendations?
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The [Draft] Transfer Expenses IPSAS and Consideration of Residual Issues
Question

1. Does IPSASB agree with staff's revisions to the core text and application guidance in the [draft]
Transfer Expenses IPSAS?

Recommendation
2. Staff recommend inclusion of the revised authoritative text in the [draft] Transfer Expenses IPSAS.
Background

3. The IPSASB began reviewing constituent responses to [Draft] IPSAS [X], Transfer Expenses
(ED 72) in December 2020. Staff reworked the [draft] transfer expenses standard based on the
IPSASB’s decisions and instructions up to the July 2022 meeting and provided the revised text to
the Drafting Group for review in August 2022. A copy of the revised [draft] standard can be found in
Agenda Ite