
Item 8.6 
 page 8.66 

Comments from Drafting Subcommittee – South Africa 
 

Paragraph Comment 

Title We do not support the proposed change in the title. Nor do we 
support the inclusion of what is an “exchange transaction”, i.e. an 
investment in equity by the owner, in a standard on non-exchange 
revenue.  Our preferred approach would be that it be addressed as 
an amendment to IPSAS1 or a consequential amendment to 
another standard, also IPSAS 1, by exposing both these 
documents at the same time. 

Structure  The flowchart should be explained by the standard and should not 
be used in lieu of an explanation. In other words, the standard 
should explain the principles clearly even when the flowchart is 
deleted. This is not the case at present. The ITC was more 
successful in this regard. 
The structure followed in the ITC for each class of non-exchange 
revenue was to illustrate how the class met the definition of an 
asset, what the past event is, and then how “control” is met. We 
believe a number of comments listed below would be resolved, 
following the approach adopted in the ITC.  

Stipulations 
and conditions 

We support the approach proposed by New Zealand. We thought 
this was what we agreed in Norway, but it did not flow into the 
redraft or the papers for this meeting. 

Time 
requirements 

We support the approach, but believe this should flow through to 
the Basis for Conclusions. It was discussed in the ITC and many 
commentators referred to it. 

In-kind 
services 

This is a standard on non-exchange revenue. Nowhere in the 
section on non-exchange revenue do we state that if you can 
reliably measure in-kind services, that you should recognise it as 
revenue with an amount equal to it as an expense. If however, you 
cannot measure it reliably, then only do you disclose information 
about it, but do not recognise it. 

Implementation 
guidance (IG) 

In IASB documents, IG is an integral part of the standard. Why do 
we give it a different status?  

Basis for 
Conclusions 

See our comments on individual aspects thereof. 

Specific 
matters for 
comment (g) 

I think we are asking three different questions here. Could we 
either clarify the question or present it as three different questions? 

Specific 
matters for 

This question should be redrafted to clarify the issue that Australia 
want addressed. As drafted, at present, it is not clear and the 
response that we are looking for may not be the response that we 
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Paragraph Comment 
comment ((i) receive. 

Equal authority The table on page 8.11 states that all paragraphs have equal 
authority except as noted otherwise. Could you please indicate how 
this will be noted, as it is not clear in the current drafts which 
paragraphs have different authority? 

 
Stipulation 

Definitions 
We normally use the term “binding arrangement” rather than 
“binding agreement”. See IPSAS 6 

Liabilities To make the document more user-friendly for commentators, it 
would be useful to add the definition of liabilities. 

Expenses paid 
through the tax 
system / tax 
expenditure 

The definition refers to “amounts”. The definition of tax expenditure 
refers to “concessions” and paragraph 36 – 39 refers to “benefits”. 
Which is it? 

Fair value To make the document more user-friendly for commentators, it 
would be useful to add the definition of fair value. 

Taxes The definition uses the phrase “economic benefits compulsory 
received or receivable”.  Payments are normally compulsory, not 
receipts. We suggest that the definition is amended. The IMF uses 
the phrase “compulsory transfers”. 

Transfers All the items that are intended by the definition of transfers are not 
transfers. For example, a pledge is not a transfer. The ITC did not 
define a transfer and we are not sure why a definition is needed. 
The ITC also included appropriations with transfers using the 
phrase “transfers including appropriations and grants. 

Compound 
transactions 
/components 
approach 

Paragraph 7 and 22 does not explain compound transactions 
clearly. Paragraph 11  and 2.6 of the Invitation to Comment (ITC) 
were clearer. I am concerned that we have not responded to 
concerns raised by respondents to the ITC that further guidance 
was needed. 
Question 2 and paragraph 7 gives the impression that there are 
two transactions when in fact there is in substance a single 
transaction with two components. The text should be amended 
accordingly and reference can usefully be made to IAS 32 also. 
The basis for conclusion should be amended to explain the 
approach adopted, “ The GFS manual suggests that for 
transactions concluded at less than fair value, entities should 
recognize revenue for the full fair value of the transaction (non-
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Paragraph Comment 
exchange plus exchange elements), and an expense for the 
imputed subsidy 
An example of the implications would also be helpful: 
A state hospital provides medical treatment to patients at subsidised rates. 
Patients pay CU 20 for a consultation with any pharmaceutical treatment being 
provided free of charge. The market related rate for this type of consultation is 
CU 100. The journal entries would be as follows: 

Dr Cash       CU 20 

Cr Revenue      CU 20 

Cr Transfer received     CU 80 

Dr  Provision of subsidised medical care  CU 80 

Appropriations The IASB debated at length the meaning of “substantially enacted”. 
It varies from jurisdiction to jurisdiction. In order to obtain symmetry 
with the private sector, it should be clear from the standard itself 
and not by way of implementation guidance, as has currently been 
done in IG 8.  

1 The second sentence includes the aspect addressed in the third 
sentence. We suggest that it is deleted. 

4 We suggest the second bullet should be re-phrased as follows: 
Transfers (whether cash or non-cash), including grants, fines, 
donations and in-kind services. 

7 Second sentence refers to “subsidized” price. Subsidies have a 
specific meaning and this may not always be a subsidy. If you 
delete “a subsidized price, that is” you do not need to use the term 
“subsidized”. 

8 Last sentence. We would prefer if you replace “at approximately 
equal value” with ‘an exchange transaction’. 

9 Given that we are following the GFS treatment by showing the full 
fair value (comprised of exchange and non-exchange components) 
the increase in the net assets is not represented by the gross inflow 
of economic benefits. Using the GFS treatment, the increase in net 
assets is effectively the net increase in the income statement, i.e. 
Revenue less expenses = increase in net assets.   

9  The second sentence addresses the agency relationship. As a 
result, the third sentence should not refer to agency, but limit it to a 
custodial relationship. If we retain “agency” in the third sentence it 
contradicts the second sentence. 
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Paragraph Comment 

9 Reference is made to net assets throughout the document, but in 
this particular paragraph we refer to net assets/equity. Should this 
not be consistent throughout the document? 

10 Paragraph 2.14 -2.15 of the ITC explained the principle of 
administered funds more clearly. We suggest we replace this 
paragraph with those paragraphs. 

10 In addition, the example used is not illustrating administered 
revenue and we recommend that it be replaced. 

11 The whole issue of transfers is not explained clearly. We suggest 
that a diagram may be usefully added. 

11 Last sentence. It is not clear how this differs from any other transfer 
with stipulations attached. Are we trying to explain that the local 
government does not have control? If that is the case, it should be 
reworded. 

11 ‘….can exclude or otherwise regulate the access of others to the 
benefits of those resources, if a liability is not also recognized, the 
entity recognizes revenue. ’ The sentence does not read easily. 
Suggested redraft: ‘….can exclude or otherwise regulate the 
access of others to the benefits of those resources’. To the extent 
that a liability is not recognized, revenue should be recognized in 
the statement of financial performance. 

11 This paragraph does not really enhance the understanding of the 
term ‘contributions from owners’ as it stands currently, especially in 
light of the detailed discussion in paragraphs 15 to 19. Suggested 
redraft : ‘In the public sector, many entities receive inflows of 
resources primarily from owners, either as transfers, loans or other 
contributions. Revenue does not include contributions from 
owners.’ 

12 Second sentence. We suggest that this sentence is deleted as it is 
discussed in detail in paragraphs 15 -19. 

13 Second sentence. This sentence could be clarified by stating 
whose general purpose financial statements are being referred to. 

Contributions 
from owners 

The principle in paragraph 16 is that the substance of the 
transaction will dictate its recognition. Paragraph 16 is not black 
lettered, but paragraph 15 which are all illustrations of “form” is 
black lettered. If we retain it as drafted, we risk becoming rule 
based standard setters and not principle based standard setters. 
We proposed that paragraph 16 is black-lettered and moved to 
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Paragraph Comment 
precede paragraph 15. Paragraph 15 should not be black-lettered, 
but state that these are examples. 
BC9 of the Basis for Conclusions should also be amended. 

18 (b) It could also be a reduction in liabilities. 

21 Last sentence. We normally use the term “addressed” rather than 
“dealt”. 

22 This topic is discussed in paragraph 7 and should be deleted. 

Flowchart We suggest that the text of the block that refers to paragraph 59-60 
be replaced with the following: “ recognise an asset at fair value 
and recognise revenue equal to the increase in net assets/equity 

23 - 28 The sequence of these paragraphs should be aligned with the 
flowchart. The correct sequence would be 23, 24, 28, 26, 27 25. 

29 -35 The principles in the flow chart should be applied to taxes. 

29 -35 The term probable could be explained by adding the following: “The 
degree of probability attached to the inflow of economic benefits is 
determined on the basis of evidence available at the time of initial 
recognition. The evidence considered in this context, constitutes 
the disclosure of the taxable event by the taxpayer”. 

29-35 Guidance on “reliable measurement” should also be added. We 
suggest the following: “Methods for reliable measurement of tax 
revenues are:  

• Cash receipts from taxpayers 

• Declarations made by taxpayers 

• Statistical modelling 

• A combination of all of the above. 

29-35 Guidance on the adjustment of estimates for taxpayers assessed in 
the post balance sheet period could also be usefully added. 

29-35 Should consideration be given to disclosure of known assessed 
losses? 

29-35 Consider inserting a paragraph in relation to the fact that these 
models may take into account significant estimates and 
assumptions, and may result in the actual versus the expected 
outcomes being different. Where the actual results differ materially 
from the estimates, the provisions of IPSAS 3 should be 
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Paragraph Comment 
considered. 

33 The heading should be taxes received in advance. 

33 We should first determine whether the definition of a liability has 
been met, if we follow the principles in the flowchart. 

33 As we are dealing with a standard on revenue all the payments in 
this paragraph should refer to receipts. 

34 The factors listed in this paragraph should lead to conclusions, i.e. 
what the impact on the measurement model is. 

35 The term “in rare cases” are debatable. In my opinion it should be 
“in most cases”. That is what makes this topic so difficult. 

36 I think this should be “taxation revenue shall be determined …” and 
not “taxation receivable”. 

37 - 39 These paragraphs overlap largely the paragraphs in the Basis for 
Conclusions. I think it should only be in the latter. 

40 I think this paragraph should be redrafted as follows: Transfers are 
recognised as revenue when the inflow of resources meets the 
definition of an asset. 

43 This paragraph appears to ignore the fact that the debt may also be 
replaced with an equity instrument. 

Pledges, gifts, 
donations, 
bequests 

The ITC addressed these aspects which now appear to have been 
ignored. 

46 We list all these items, but we do not clarify whether or not these 
items should be recognised. We imply that (a) should be 
recognised, but what about the others.  

47 The statement made in the first sentence is debatable. It would be 
better if we delete it.  

47 The reason that it is not recognised is not because the service 
“does not have a fair value greater than zero”, but because 
measurement is unreliable and the cost to determine the fair value 
reliably, outweighs the benefit of assigning a fair value. 

47 The Standard does not prescribe an adequate basis for 
determining what fair value would be for the receipt of in-kind 
services or certain transfers.  
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Paragraph Comment 
In-kind services - Would the fair value of these services be the fair 
value of the service provided by that specific individual or the 
general market value of a similar service?  
Transfers of physical assets - In IPSAS 9.17 reference is made to 
what fair value should be used i.e. the asset received less any 
cash. Would you use the value of the asset received i.e. if the entity 
had to buy a similar asset, this represents the fair value? Is it the 
fair value of the value-in-use to the entity? If these cannot be 
determined, would it be the value of the asset to the entity that 
gave the asset away? 

47 The paragraph should perhaps be worded more generically. 
Currently we are suggesting that certain services are more 
important/valuable than others. The paragraph should rather 
encourage entities to consider whether or not the services 
provided, either individually or aggregated, are material. 

48 -58 At the meeting in Norway the whole issue was debated at length. It 
was my understanding that this would be redrafted in line with the 
New Zealand comments.  

55 This paragraph should be deleted. It contains two conflicting 
arguments and the one argument conflicts with the definition of a 
present obligation. 

57 We agreed not to use the term donor at the last meeting. 

58 The last sentence of the paragraph under 58 (b) contradicts IPSAS 
14 with relation to adjusting and non-adjusting events. In addition, it 
seems to contradict  

60 We suggest the following redraft: “As an entity satisfies obligations 
in respect of an inflow of resources recognised as an asset, it shall 
reduce the carrying amount of the liability recognised and 
recognise an equal amount as revenue. 

61 This paragraph should be redrafted in line with paragraph 60. 

62 - 63 The asset standards provide guidance on the determination of fair 
value, but this standard does not. Should it not be addressed? 

64 We agreed that exchange and non-exchange revenue should not 
be separated, but that we request disclosure of significant 
categories of revenue. As paragraph 64 is currently drafted, we 
seem to ask for separation between exchange and non-exchange. 
We suggest 64 (b) is redrafted as follows: “The amount of revenue 
recognized during the period from: 
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Paragraph Comment 
(i) … 
(ii) … 

(c) Delete “from non-exchange revenue” 

64 (e) We cannot ask for “fair value” if we just had a whole section on 
why fair value cannot be measured reliably. In stead we should ask 
for disclosure of the nature of any in-kind services not recognised. 

65 Should we not require disclosure of “advance payments”? 

66 Most of what is currently in paragraph 66 should be moved to the 
section on in-kind services. In any event, I thought we had agreed 
that if you can measure the fair value reliably, you would recognise 
it. If you can not you disclose the nature of the services received. 

67 Should this not be a consequential amendment to IPSAS 17, rather 
than setting standards for assets in a document ealing with 
revenue. 

Transitional 
provisions 

Why are the transitional provisions limited to taxation revenue and 
not the wider non-exchange revenue?  

71 We should be encouraging preparers to move to accrual 
accounting, rather that placing barriers in the transition. 

IG16 Standard setters use the term “substantively enacted” and not 
promulgated. This should be in the body of the standard and not in 
IG. The standard should also clarify that the assessment of when 
something is “substantively enacted” varies from jurisdiction to 
jurisdiction. 

BC 9 Last two sentences. This makes it clear that paragraph 15 are 
examples and should not be black-lettered. 

BC 11 Delete first sentence. This is already in the standard and is not a 
conclusion. 

BC 15 Do we need this at all? If we do, we suggest deleting at least the 
last sentence. 

BC 17 The second sentence is setting the standard. If you look at earlier 
comments with regards to in-kind services, you shall see this is 
what we are asking for in the standard. In any event, the Basis for 
conclusions should explain the conclusions and not set the 
standards. 
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Paragraph Comment 

BC 18 & 19 We disagree completely with the sentiments expressed in these 
paragraphs. We suggest that it is redrafted using recognition and 
measurement criteria. 

BC 23 Out of eight people reviewing the document, none of us could 
understand BC23. Please explain it more clearly? We think what 
we are trying to say is that in addition to the requirements in this 
standard IPSAS 19 also determines criteria for the recognition of 
liabilities arising from complex transactions. 

BC24 If we look at paragraph 55 of the standard, this paragraph should 
be expanded to support the point that you recognise revenue to the 
extent that the conditions have been fulfilled. 

 



 Item 8.6 
 page 8.75 

Comments from Drafting Subcommittee – South Africa 
 

Item 8.6  Comments from Drafting Subcommittee – South Africa 
IPSASB New York July 2005 

Editorial 
 
Paragraph no. Recommended change 

Background Public sector entities derive most of their…..grants, appropriations, 

donations, gifts fines or in-kind services. Insert comma between gifts 

and fines. 

Specific 

matters for 

comment 

(d) Last sentence – non exchange should be hyphenated. 

 

Specific 

matters for 

comment 

(e) …through the tax system (paragraph 36 -39) … “System” should 
be inserted. 

General Throughout the document reference is made to state government. In 
earlier standards we used the term state/provincial government. 

9 ….which results in an increase in net assets, where the increase in 

net assets equals the gross inflow. 

9 ‘…amounts collected on behalf of the principal and do not…’ 

9 ‘……Instead, revenue is the amount of any amount received or 

receivable….’ The sentence does not read easily, and should 

perhaps be changed to ‘Instead, revenue is the amount of any fee 

levied, or received/receivable for the collection….’ 

10 Third sentence should read “This is distinguished from the agency 

….” 

14 …..is recognized when an entity’s net assets increases….’ 

Flowchart ‘The flowchart indicates that there are a number of steps to take 

before determining whether is to be recognized, this standard 

follows the structure of the flowchart.’ This part of the sentence does 

not read easily. Consider changing to: ‘The flowchart indicates that 

there are a number of steps to take before determining whether is to 

be recognized. This standard is structured according to the 

processes described in the flowchart.’ 

Flowchart ‘The interpretation of actual transactions is according to the 

requirements...’ Consider changing this to ‘in accordance with the’. 
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Paragraph no. Recommended change 

Flowchart block 2 on left hand side of diagramme ‘Recognize and Increase in 

an asset and a contribution from owners’. Consider changing to 

‘Recognize an increase in assets and a contribution from owners’. 

17 The characteristics identified in Paragraph 16….This should be 

changed to a small case p.  

17 The characteristics in paragraph 16 indicate the form that 

contributions from owners takes, ….. This should be amended to 

‘contributions from owners may takes’. 

18 (c) There, should be small case t. 

19  ‘In jurisdictions where such contributions directly are made….’ This 

should be amended to ‘In jurisdictions where such contributions are 

made directly to the net assets….’ 

22  ‘There are a further group of transactions….’This should be 

amended to ‘There are further groups of transactions/There is a 

further group of transactions…’ 

22 There are a further group of transactions where the entity provides 

some consideration ….’ Remove the word some. 

23  The paragraph currently states – ‘(c) The fair value of asset to the 

entity can be measured reliably.’ The sentence should be re-

worded, perhaps as follows: ‘The fair value of the asset can be 

reliably measured’.   

27 ….to a public sector entity is not of itself sufficient to identify….The 

word of should be replaced with in. 

32 (b) – VAT is the undertaking of taxable activity…This should be ‘the 

undertaking of a taxable activity.  

32 (c) – ‘Goods and services tax is the purchase or sale of taxable 

goods and services tax during the taxation period.’ The second tax 

should be deleted. 

34 Measurement models will take account of such factors as:’ This 

should be ‘take account of factors such as:’ 
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Paragraph no. Recommended change 

50 ‘In the normal course operations……’ This should be ‘In the normal 

course of operations’  

52 (b)(i) ‘From national governments to provincial, state or local 

governments;’ This should be provincial/state 

54 The definition of restriction …should be definition of a restriction. 

57 An inflow of economic resources recognized as an asset shall be 

recognized revenue….Should be recognized as revenue. 

62 (b) – The amount of revenue recognized during the period from 

each of the significant category of non-exchange transactions…. 

Should be categories. 

63 Last sentence “… it subsequently recognizes revenue as and when 

the conditions are met.” 

67 ‘….such a change shall only be made to confirm the accounting 

policies with this Standard.’ 

Should be - ‘….such a change shall only be made to confirm with 

the accounting policies of this Standard.’ 

IG10 ‘….in the general purpose financial statements of the reporting 

period in which the person dies. 

BC 11 Delete “property (or other)” as it is unnecessary. 
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is it a non-exchange 

transaction?

Refer to other IPSAS

Is some value 
exchanged?
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“assets & liabilities 
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Yes
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