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107. The disclosure 105

encompass contingent assets from both exchange and

requirements in paragraph
non-exchange transactions. Whether a contingent asset
exists in relation to taxation revenues rests on the
interpretation of what constitutes a taxable event. The
determination of the taxable event for taxation revenue
and its possible implications for the disclosure of
contingent assets related to taxation revenues are to be
dealt with as a part of a separate project on non-

exchange revenue.

le 105 8p8all 6 63)lg)l aloo dl wlilhio Jaidy 107
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ol clbhsll

111. An entity shall apply this Standard for annual financial
statements covering periods beginning on or after
January 1, 2004. Earlier application is encouraged. If an
entity applies this Standard for a period beginning
before January 1, 2004, it shall disclose that fact.

oSlgall e jusall 1as @b of dgall Gle way 111

pouyd 31 o T iljis Lhsi il digiwll dlall
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&4laall 6

111A.Paragraph 5 was deleted and paragraphs 1 and 4 were
amended by /mprovements to IPSASs 201717 issued in
October 2011. An entity shall apply those amendments

for annual financial statements covering periods

olall glhall dnwlaoll jueo o 8y8all 0am c163n] 1111
119
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2013. Earlier

application is encouraged. If an entity applies the

beginning on or after January 1,

amendment for a period beginning before January 1,
2013, it shall disclose that fact.

duulaoll leo @ubi @4laall 6 aaicl g

wleal jlap] ¢ianl Gle éiall olell glhall
20lg glpw 2y plell elbsl) dadgall duwlball

111B.Paragraphs 110 and 112 were amended by IPSAS 33,
First-time Adoption of Accrual Basis International Public
Sector Accounting Standards (IPSASs) issued in
January 2015. An entity shall apply those amendments
for annual financial statements covering periods

2017. Earlier

application is permitted. If an entity applies IPSAS 33 for

2017, the

amendments shall also be applied for that earlier

beginning on or after January 1,

a period beginning before January 1,

period.

clbsll dauwlaoll Jueo g0 6p8all 0am Cu6ao] 111
119 olall
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111C.IPSAS 37, Joint Arrangements, issued in January 2015,
amended paragraph 37. An entity shall apply that
amendment when it applies IPSAS 37.

olell clhsll dnwlaoll juso ;o 8p66ll 0am C163a] 0111
9
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111D.Paragraph 6 was amended by /mprovements to IPSASs
2015, issued in April 2016. An entity shall apply that
amendment for annual financial statements covering
periods beginning on or after January 1, 2017. Earlier

application is encouraged. If an entity applies the

olell clhsll auwlroll jueo o 818l 03am C1639] 2111
19

lglsol wiaeh buip lgill 8@all 0as oo
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amendment for a period beginning before January 1,
2017, it shall disclose that fact.

wleal jlap] ool Gle @iall olell glhal

-20lg glpw 2yl plell glbsl) ddqall duwlbaall

111E.Paragraphs 2 and 3 were deleted by 7he Applicability
of IPSASs, issued in April 2016. An entity shall apply
those amendments for annual financial statements
covering periods beginning on or after January 1, 2018.
Earlier application is encouraged. If an entity applies the
amendments for a period beginning before January 1,
2018, it shall disclose that fact.

clhall duulaall Jhso go 58all 0 Ci63a] o111
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111F.Paragraph 14 was amended by IPSAS 39, Employee
Benefits, issued in July 2016. An entity shall apply that
amendment for annual financial statements covering
periods beginning on or after January 1, 2018. Earlier
application is encouraged. If an entity applies the
amendment for a period beginning before January 1,
2018 it shall disclose that fact and apply IPSAS 39 at the

same time.
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111G.Paragraph 4A was added by IPSAS 40, Public Sector
Combinations, issued in January 2017. An entity shall
apply this amendment for annual financial statements
covering periods beginning on or after January 1, 2019.
Earlier application is encouraged. If an entity applies the
amendment for a period beginning before January 1,
2019 it shall disclose that fact and apply IPSAS 40 at the

same time.
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111H. Paragraph 4 was amended by IPSAS 41, issued in

August 2018. An entity shall apply this amendment for
annual financial statements covering periods beginning
on or after January 1, 2023. Earlier application is
encouraged. If an entity applies the amendment for a
period beginning before January 1, 2023 it shall disclose

that fact and apply IPSAS 41 at the same time.
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1111. Paragraphs 1, 12, 19, and 77 were amended and

paragraphs 7-11, 99 and 104 were deleted by IPSAS 42,
Social Benefits, issued in January 2019. An entity shall
apply these amendments at the same time as it applies
IPSAS 42.

clbal) duwlaonll o o 8p6all 038 Cioas] b117
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111J. Paragraphs 6A and AG1-AG20 were added and

paragraph 18 was amended by Collective and Individual
Services (Amendments to IPSAS 19), issued in January
2020. An entity shall apply these amendments for
annual financial statements covering periods beginning
on or after January 1, 2023. Earlier application is
encouraged. If an entity applies the amendments for a
period beginning before January 1, 2023 it shall disclose
that fact and apply IPSAS 42, Social Benefits, at the

same time.
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111K. Paragraphs 79A and 110A were added and paragraph

80 was amended by /mprovements to IPSAS, 20217,
issued in January 2022. An entity shall apply these
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periods beginning on or after January 1, 2023. Earlier
application is permitted. If an entity applies these
amendments for an earlier period, it shall disclose that
fact.

Ju=oll i

amendments for annual financial statements covering

duulaall pleo @ubi d4laall 6 aaicl g

wleal jlap] ol Gle éiall olell glhall
-20lg glpw 2yl olell clbsl) aygall dpwlball

111L. Paragraph 13 was amended by IPSAS 43 issued in
January 2022. An entity shall apply this amendment for
annual financial statements covering periods beginning
on or after January 1, 2025. Earlier application is
permitted. If an entity applies the amendments for a
period beginning before January 1, 2025, it shall
disclose that fact and apply IPSAS 43 at the same time.

&0 12loll 43 plall glhall dpulaall jheo Jac .J111
Jiaeill 1as @uhi of dgall e winy .13 8jaall 2023
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clhall vilga) dadloll dill &yl 2yl @Golgy Cuay
aalaall 6 ololl

111M. Paragraph 6 was amended by IPSAS 44 issued in May
2022. An entity shall apply this amendment for annual
financial statements covering periods beginning on or
after January 1, 2025. Earlier application is permitted. If
an entity applies the amendments for a period beginning
before January 1, 2025, it shall disclose that fact and
apply IPSAS 44at the same time.
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111N.Paragraph 27 was amended by IPSAS 45 issued in May
2023. An entity shall apply this amendment for annual
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financial statements covering periods beginning on or at
after January 1, 2025. Earlier application is encouraged.
If an entity applies this amendment for a period
beginning before January 1, 2025, it shall disclose that
fact and apply IPSAS 45 at the same time.
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Objective

Loagll

lgiluwlg cutlya=ill

The objective of this Standard is to (a) define provisions,
contingent liabilities, and contingent assets, and (b)
identify the circumstances in which provisions should
be recognized, how they should be measured, and the
disclosures that should be made about them. The
Standard also requires that certain information be
disclosed about contingent liabilities and contingent

assets in the notes to the financial statements, to

vlonaall wayel () ga jueall lam s
2293 (L)g élainall Jgplllg dlainall ciloljilUlg
aarsg wlnoaoll Wl g Ly il Logihll
ac Blpl Loy LIl abloodl s log lguwls
oc ool Byl jusall wlhi Oloniall oas
Joodllg dlainall Sbljill ge dieo ilogleo
aylall eilgall asopall wibleyll L6 dloinall
lgiusgig lgieub @go ¢o groddiwall (uholl

enable users to understand their nature, timing, and Lgoliog
amount.
Scope Glbdl

1.

An entity that prepares and presents financial

statements under the accrual basis of accounting

shall apply this Standard in accounting for

provisions, contingent liabilities, and contingent

assets, except:

a. Social benefits within the scope of IPSAS 42;

b. [Deleted]

c. Those resulting from executory contracts,
other than where the contract is onerous,

subject to other provisions of this paragraph;

dloll pilgall (dyeig ax7 LUl dgall Gle wigy ]
@by of Guolaall @oatwll ol Ciogay
Olooaall ge awboll oo jleall 1o
relifiwly alainall JgoIlg dlainall Ciloljil Ulg
Juso §lbi oo deslgll dclaisll gsliall ]
q 42 plell clhsll duwlaall
cuoan] L
Lollay aeiill tiai agac ge atdlil elli o
dlelpo 20 dijlus ledgio 282l g4y loaic
q B384l oagl (gl plan il
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d. Insurance contracts within the scope of the
relevant international or national accounting
standard dealing with insurance contracts;

e. Those covered by another IPSAS;

f.  Those arising in relation to income taxes or
income tax equivalents; and

g. Those arising from employee benefits, except
employee termination benefits that arise as a

result of a restructuring, as dealt with in this
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restructuring (including discontinued operations).

loaic .(Bpoiwall pe cildaoll ¢y (oo o)

Standard. Ju=oll |2 lglglily Sl .alSugll 83l
2. [Deleted]. Jewean] 2 il
3. [Deleted]. Juuoan] 3 4
4. This Standard does not apply to financial | 0 loy) adlall wilgadil Sl jusall 13 @by U .4
instruments (including guarantees) that are within | 2o @lhi goo deélgll (Cllosdl @ls A
the scope of IPSAS 41, Financial Instruments. ddlall Cilgadll 41 olodl clhél) duvlaall
4A. This Standard does not apply to the contingent | dgal Juinoll (pgell e jbeoll l2e Gibhi U 14
consideration of an acquirer in a public sector | ploll glbdll o Wliloel 21037 (6 63gaiuwo N
combination which is within the scope of IPSAS 40, | clbéll duulaoll jieo Glbi oo 26) sallg
Public Sector Combinations. ol clhdll 6 Cildas) graai 40 plell
5. [Deleted]. Juuoan] b 4
6. This Standard applies to provisions for | dugll éslc] Wlbnso e jueall 158 Giby .6 N
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When a restructuring meets the definition of a
discontinued operation, additional disclosures may
be required by IPSAS 44, Non-current Assets Held

for Sale and Discontinued Operations.
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6A. This Standard provides guidance on determining

provision, contingent liability, or contingent asset,

alainall wlljilly Wlooaoall go 15310

, o a5 13] bo aai glin cilaliy] jueoll 15m pog 16
whether, and if so, when, a provision arises from N “ -
collective and individual services (paragraphs dpjallg qelonll wloaall ge poio Ly 4
AG2- AG20). Ciljbo) digud Jb 0 digii Cubgi yanig
(20-2 @ubill vilaly]
7. [Deleted]. [euoan] 7
il
8. [Deleted]. Jcusan] 8 1
9. [Deleted]. fcweas] 9 N
10. [Deleted]. [cwoan] 10 il
11. [Deleted]. Jeuoan] 11 K
Exclusions from the Scope of the Standard Jueoll @lhi go Clelifiwl
12. This Standard does not apply to executory contracts | Lo 230iill cuai 3qéell (e jusall 1as Gibiy 1 .12 N
unless they are onerous. Lgijlus 26q0 hgée 4T ol
13. Where another IPSAS deals with a specific type of | legi ole)l clhéll 3l dwwlo jheo Jglii loaic .13 N

39



dpwlaall o 6 ci3)g las 8l aBjg (A
olll glhsll Jgall

an entity applies that standard instead of this

Standard. For example, certain types of provisions

are also addressed in Standards on:

a. Construction contracts (see IPSAS 11,
Construction Contracts); and

b. Leases (see IPSAS 43, Leases). However, this
Standard applies to any lease that becomes
onerous before the commencement date of the
lease as defined in IPSAS 43. This Standard
also applies to short-term leases and leases for
which the underlying asset is of low value
accounted for in accordance with paragraph 7

of IPSAS 43 and that have become onerous.
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14. This Standard does not apply to provisions for
income taxes or income tax equivalents (guidance
on accounting for income taxes is found in IAS 12,
Income Taxes.) Nor does it apply to provisions
arising from employee benefits (guidance on
accounting for employee benefits is found in IPSAS

39, Employee Benefits.)
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Some amounts treated as provisions may relate to
the recognition of revenue, for example where an
entity gives guarantees in exchange for a fee. This
Standard does not address the recognition of
revenue. |IPSAS 9, Revenue from Exchange
Transactions, identifies the circumstances in which
revenue from exchange transactions is recognized,
and provides practical guidance on the application
of the recognition criteria. This Standard does not

change the requirements of IPSAS 9.
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16.

This Standard defines provisions as liabilities of
uncertain timing or amount. In some countries, the
term provision is also used in the context of items
such as depreciation, impairment of assets, and
doubtful debts; these are adjustments to the
carrying amounts of assets and are not addressed
in this Standard.
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17.

Other IPSASs specify whether expenditures are
treated as assets or as expenses. These issues are
not addressed in this Standard. Accordingly, this
Standard  neither  prohibits nor  requires
capitalization of the costs recognized when a

provision is made.
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18. The following terms are used in this Standard with

the meanings specified:

Collective services are services provided by a

public sector entity simultaneously to all members
of the community that are intended to address the
needs of society as a whole.

A constructive obligation is an obligation that

derives from an entity’s actions where:

a. By an established pattern of past practice,
published policies, or a sufficiently specific
current statement, the entity has indicated to
other parties that it will accept certain
responsibilities; and

b. As a result, the entity has created a valid
expectation on the part of those other parties

that it will discharge those responsibilities.

A contingent asset is a possible asset that arises
from past events, and whose existence will be
confirmed only by the occurrence or non-
occurrence of one or more uncertain future events

not wholly within the control of the entity.
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A contingent liability is:
a. A possible obligation that arises from past

events, and whose existence will be confirmed

only by the occurrence or non- occurrence of

one or more uncertain future events not wholly
within the control of the entity; or

b. A present obligation that arises from past
events, but is not recognized because:

i. It is not probable that an outflow of
resources embodying economic benefits
or service potential will be required to
settle the obligation; or

ii. The amount of the obligation cannot be

measured with sufficient reliability’.

Executory contracts are contracts under which

neither party has performed any of its obligations,
or both parties have partially performed their
obligations to an equal extent.

Individual services are goods and services provided
to individuals and/ or households by a public sector
entity that are intended to address the needs of
society as a whole.

A legal obligation is an obligation that derives from:
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a. Acontract (through its explicit or implicit terms);
b. Legislation; or

c. Other operation of law.

An obligating event is an event that creates a legal
or constructive obligation that results in an entity
having no realistic alternative to settling that

obligation.

An onerous contract is a contract for the exchange
of assets or services in which the unavoidable costs
of meeting the obligations under the contract
exceed the economic benefits or service potential

expected to be received under it.

A provision is a liability of uncertain timing or
amount.

A restructuring is a program that is planned and
controlled by management, and materially changes
either:

a. The scope of an entity's activities; or

b. The manner in which those activities are carried

out.
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Terms defined in other IPSASs are used in this
Standard with the same meaning as in those
Standards, and are reproduced in the Glossary of

Defined Terms published separately.

1 Information that is reliable is free from material error
and bias, and can be depended on by users to faithfully
represent that which it purports to represent or could
reasonably be expected to represent. Paragraph BC16
of IPSAS 1 discusses the transitional approach to the

explanation of reliability.
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19. Provisions can be distinguished from other
liabilities such as payables and accruals because
there is uncertainty about the timing or amount of
the future expenditure required in settlement. By
contrast:

a. Payables are liabilities to pay for goods or
services that have been received or supplied,
and have been invoiced or formally agreed with
the supplier; and

b. Accruals are liabilities to pay for goods or
services that have been received or supplied,

but have not been paid, invoiced, or formally
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agreed with the supplier, including amounts
due to employees (for example, amounts
relating to accrued vacation pay). Although it is
sometimes necessary to estimate the amount
or timing of accruals, the uncertainty is
generally much less than for provisions.
Accruals are often reported as part of accounts
payable, whereas provisions are reported

separately.
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Relationship between Provisions and Contingent
Liabilities
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20. In a general sense, all provisions are contingent
because they are uncertain in timing or amount.
However, within this Standard, the term contingent
is used for liabilities and assets that are not
recognized because their existence will be
confirmed only by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the entity. In
addition, the term contingent liability is used for

liabilities that do not meet the recognition criteria.
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21. This Standard distinguishes between:
a. Provisions—which are recognized as liabilities

(assuming that a reliable estimate can be made)
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because they are present obligations and it is

probable that an outflow of resources

embodying economic benefits or service
potential will be required to settle the
obligations; and

b. Contingent liabilities—which are not recognized
as liabilities because they are either:

i Possible obligations, as it has yet to be
confirmed whether the entity has a
present obligation that could lead to an
outflow of resources embodying
economic benefits or service potential; or

ii. Present obligations that do not meet the
recognition criteria in this Standard
(because either it is not probable that an
outflow of resources embodying
economic benefits or service potential
will be required to settle the obligation, or
a sufficiently reliable estimate of the
amount of the obligation cannot be

made).
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22. A provision shall be recognized when:
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a. An entity has a present obligation (legal or
constructive) as a result of a past event;

b. It is probable that an outflow of resources
embodying economic benefits or service
potential will be required to settle the
obligation; and

c. Areliable estimate can be made of the amount

c
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If these conditions are not met, no provision shall
be recognized.
Present Obligation I olgl

23. In some cases it is not clear whether there is a
present obligation. In these cases, a past event is
deemed to give rise to a present obligation if, taking
account of all available evidence, it is more likely
than not that a present obligation exists at the

reporting date.
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24. In most cases it will be clear whether a past event
has given rise to a present obligation. In other
cases, for example in a lawsuit, it may be disputed
either whether certain events have occurred or
whether those events result in a present obligation.
In such cases, an entity determines whether a

present obligation exists at the reporting date by
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taking account of all available evidence, including,
for example, the opinion of experts. The evidence
considered includes any additional evidence
provided by events after the reporting date. On the
basis of such evidence:

a. Where it is more likely than not that a present
obligation exists at the reporting date, the entity
recognizes a provision (if the recognition
criteria are met); and

b. Whereitis more likely that no present obligation
exists at the reporting date, the entity discloses
a contingent liability, unless the possibility of an
outflow of resources embodying economic
benefits or service potential is remote (see

paragraph 100).
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Past Event

N Y

25. A past event that leads to a present obligation is
called an obligating event. For an event to be an
obligating event, it is necessary that the entity has
no realistic alternative to settling the obligation
created by the event. This is the case only:

a.  Where the settlement of the obligation can be

enforced by law; or
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b. In the case of a constructive obligation, where
the event (which may be an action of the entity)
creates valid expectations in other parties that

the entity will discharge the obligation.
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26.

Financial statements deal with the financial
position of an entity at the end of its reporting
period and not its possible position in the future.
Therefore, no provision is recognized for costs that
need to be incurred to continue an entity’s ongoing
activities in the future. The only liabilities
recognized in an entity’s statement of financial

position are those that exist at the reporting date.
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27.

Itis only those obligations arising from past events
existing independently of an entity’'s future actions
(that is, the future conduct of its activities) that are
recognized as provisions. Examples of such
obligations are penalties or clean-up costs for
unlawful environmental damage imposed by
legislation on a public sector entity. Both of these
obligations would lead to an outflow of resources
embodying economic benefits or service potential
in settlement regardless of the future actions of

that public sector entity. Similarly, a public sector
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entity would recognize a provision for the
decommissioning costs of a defense installation or
a government-owned nuclear power station, to the
extent that the public sector entity is obliged to
rectify damage already caused. IPSAS 45, Property,
Plant, and Equipment, deals with items, including
dismantling and site restoring costs, that are
included in the cost of an asset. In contrast, because
of legal requirements, pressure from constituents
or a desire to demonstrate community leadership,
an entity may intend or need to carry out
expenditure to operate in a particular way in the
future. An example would be where a public sector
entity decides to fit emission controls on certain of
its vehicles, or a government laboratory decides to
install extraction units to protect employees from
the fumes of certain chemicals. Because the
entities can avoid the future expenditure by their
future actions — for example, by changing their
method of operation - they have no present
obligation for that future expenditure, and no

provision is recognized.
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28.

An obligation always involves another party to

whom the obligation is owed. It is not necessary,
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however, to know the identity of the party to whom
the obligation is owed — indeed the obligation may
be to the public at large. Because an obligation
always involves a commitment to another party, it
follows that a decision by an entity’s management,
governing body, or controlling entity does not give
rise to a constructive obligation at the reporting
date, unless the decision has been communicated
before the reporting date to those affected by itin a
sufficiently specific manner to raise a valid
expectation in them that the entity will discharge its

responsibilities.
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29.

An event that does not give rise to an obligation
immediately may do so at a later date, because of
changes in the law or because an act (for example,
a sufficiently specific public statement) by the entity
gives rise to a constructive obligation. For example,
when environmental damage is caused by a
government agency, there may be no obligation to
remedy the consequences. However, the causing of
the damage will become an obligating event when
a new law requires the existing damage to be
rectified, or when the controlling government or the

individual agency publicly accepts responsibility for
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rectification in a way that creates a constructive

obligation.

30. Where details of a proposed new law have yet to be
finalized, an obligation arises only when the
legislation is virtually certain to be enacted as
drafted. For the purpose of this Standard, such an
obligation is treated as a legal obligation. However,
differences in  circumstances  surrounding
enactment often make it impossible to specify a
single event that would make the enactment of a
law virtually certain. In many cases, it is not
possible to judge whether a proposed new law is
virtually certain to be enacted as drafted, and any
decision about the existence of an obligation should

await the enactment of the proposed law.
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31. For a liability to qualify for recognition there must
be not only a present obligation but also the
probability of an outflow of resources embodying
economic benefits or service potential to settle that
obligation. For the purpose of this Standard, an

outflow of resources or other event is regarded as
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probable if the event is more likely than not to
occur, that is, the probability that the event will
occur is greater than the probability that it will not.
Where it is not probable that a present obligation
exists, an entity discloses a contingent liability,
unless the possibility of an outflow of resources
embodying economic benefits or service potential

is remote (see paragraph 100).
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32.

Where there are a number of similar obligations
(for example, a government's obligation to
compensate individuals who have received
contaminated blood from a government-owned
hospital), the probability that an outflow will be
required in settlement is determined by
considering the class of obligations as a whole.
Although the likelihood of outflow for any one item
may be small, it may well be probable that some
outflow of resources will be needed to settle the
class of obligations as a whole. If that is the case, a
provision is recognized (if the other recognition

criteria are met).
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Reliable Estimate of the Obligation
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33.

The use of estimates is an essential part of the

preparation of financial statements, and does not
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undermine their reliability. This is especially true in
the case of provisions, which by their nature are
more uncertain than most other assets or liabilities.
Except in extremely rare cases, an entity will be
able to determine a range of possible outcomes,
and can therefore make an estimate of the
obligation that is sufficiently reliable to use in

recognizing a provision.
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obligation, the part of the obligation that is expected
to be met by other parties is treated as a contingent
liability. For example, in the case of joint
arrangement debt, that part of the obligation that is

to be met by other joint arrangement participants is

colgll go ejpdl ells dalleo ali olg ye Jjo
e il oyl s o al b of adgi 53)
3929 dbd 0 «Jlall Juw e . Joino oljill ail
0o el @llao B o Ly Gle o
osdjlinadl 18 g0 @ clogll plpw (sall Liolgll

34. In the extremely rare case where no reliable | padi clpl 40y U loaic Tao &)oLl bl o .34
estimate can be made, a liability exists that cannot | ol .ailil 4oy U el Wlis 394y (§gigo
be recognized. That liability is disclosed as a JJ’_')Jl) Jaino oljdls el ¢lls e oloodl
contingent liability (see paragraph 100). (100 ga0ll
Contingent Liabilities dloinoll wlolpl Ul
35. An entity shall not recognize a contingent liability. Jlaino -Lolj.ﬂl agall cudi _UTuaJ .35
36. A contingent liability is disclosed, as required by | wbii lab Joisall olfdUl ge oloodl of .36
paragraph 100, unless the possibility of an outflow | (G631l ugan Jlaisl ylb 15| 1l 100 ool
of resources embodying economic benefits or gT daloisl golio (e sghdi ajlgal gjlall
service potential is remote. Qo doas
37. Where an entity is jointly and severally liable for an QT Giao Jauy dgguo dgall gai loaic .37

55



bl Jueo (6 L0)g las dpaall 06)q (o

olll glhsll Jgall

treated as a contingent liability. The entity
recognizes a provision for the part of the obligation
for which an outflow of resources embodying
economic benefits or service potential is probable,
except in the rare circumstances where no reliable

estimate can be made.
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38.

Contingent liabilities may develop in a way not
initially expected. Therefore, they are assessed
continually to determine whether an outflow of
resources embodying economic benefits or service
potential has become probable. If it becomes
probable that an outflow of future economic
benefits or service potential will be required for an
item previously dealt with as a contingent liability,
aprovisionisrecognized in the financial statements
of the period in which the change in probability
occurs (except in the extremely rare circumstances
where no reliable estimate can be made). For
example, a local government entity may have
breached an environmental law, but it remains
unclear whether any damage was caused to the
environment. Where, subsequently it becomes
clear that damage was caused and remediation will

be required, the entity would recognize a provision
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probable.

dogeuull dyjell ddlaoll o plell glbsl duubiall pyleog oualao Juo
"dlainall Jondlg .dlainall ciloljilulg wilomaoll” 19 elell glhall duwlball sy 486l dwljall

©2024 jlanl

lgaluwlg o tlyaeill

Contingent Assets

dlainall Jgn

39.

An entity shall not recognize a contingent asset.

laino 1ol dagall cudi U iy

.39

40.

Contingent assets usually arise from unplanned or
other unexpected events that (a) are not wholly
within the control of the entity, and (b) give rise to
the possibility of an inflow of economic benefits or
service potential to the entity. An example is a claim
that an entity is pursuing through legal processes,

where the outcome is uncertain.
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41.

Contingent assets are not recognized in financial
statements, since this may result in the recognition
of revenue that may never be realized. However,
when the realization of revenue is virtually certain,
then the related asset is not a contingent asset and

its recognition is appropriate.
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42.

A contingent asset is disclosed, as required by
paragraph 105, where an inflow of economic

benefits or service potential is probable.
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43.

Contingent assets are assessed continually to
ensure that developments are appropriately

reflected in the financial statements. If it has
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become virtually certain that an inflow of economic
benefits or service potential will arise and the
asset’'s value can be measured reliably, the asset
and the related revenue are recognized in the
financial statements of the period in which the
change occurs. If an inflow of economic benefits or
service potential has become probable, an entity

discloses the contingent asset (see paragraph 105).
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Measurement

sl

Best Estimate

Joodll yasill

v

The amount recognized as a provision shall be the
best estimate of the expenditure required to settle

the present obligation at the reporting date.
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45,

The best estimate of the expenditure required to
settle the present obligation is the amount that an
entity would rationally pay to settle the obligation at
the reporting date or to transfer it to a third party at
that time. It will often be impossible or prohibitively
expensive to settle or transfer an obligation at the
reporting date. However, the estimate of the
amount that an entity would rationally pay to settle
or transfer the obligation gives the best estimate of
the expenditure required to settle the present

obligation at the reporting date.
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46. The estimates of outcome and financial effect are | J15 o Lol pllg dnuiill culyadi s aiy .46
determined by the judgment of the management of | Cililac (6 6pally pgcaollg Wdgall §)la] @40
the entity, supplemented by experience of similar | clpall yjlai JUs go bl ey og diloo
transactions and, in some cases, reports from | jlicdl (6 2387 Ll ol pani .gléiuoll
independent experts. The evidence considered | ayli 2=y Cilandl go 1olgi ool Jub le
includes any additional evidence provided by events aylall allgsll
after the reporting date. Jlio
Example duogsundl Wlouslall ;0940 ib pido 0238

A government medical laboratory provides Clodiiwog dub jblal digndl §ao cilbgall
diagnostic ultrasound scanners to both government- UJJLuJT sle plll clbsllg doganl) d5glao
owned and privately owned medical centers and lasoll s ody  Joladl dalail oloplwl
hospitals on a full-cost recovery basis. The dalai ahsi awngay oy glary cLu.le 51l N
equipment is provided with a warranty under which dtuwll 84i0 (6 danlg aund wigie &)l Kbilp]
the medical centers and hospitals are covered for wigie woliidl oj 13] elpill a9y (Joll jogui
the cost of repairs of any defects that become L 26 0380l wilasall dols w0 &qili
apparent within the first six months after purchase. 5] Lol 292w JUj yado doudy ollo| Ladlas
If minor defects were detected in all equipment Wlaeall dold 6 duwy) waie olwisl o
provided, repair costs of 1 million currency units uailo 4 Lgiloys o llp| Laullsy Lo 28 .éoasoll
would result. If major defects were detected in all pidod)  asbudl Bpall i .sogew  JUy
equipment provided, repair costs of 4 million lasall o %75 UT Sl adugiunll dileogig
currency units would result. The laboratory's past a0 %20 olg .Lgic lgy ya4i o aoslall duwl]
experience and future expectations indicate that, for oo %5 UTg aaill waie e Jaiiiw culasall
the coming year, 75% of the equipment will have no sya0ll 186q .dul) Lgic e Jaidiw claeall
defects, 20% of the equipment will have minor
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defects and 5% of the equipment will have major

cilolg auli) o) Goai Jlaisl pisell 0gé) .32

defects. In accordance with paragraph 32, the .J35 glanll
laboratory assesses the probability of an outflow for Ublpdl delail deégioll dosll  (ygaig
the warranty obligations as a whole. S

The expected value of the cost of repairs is:
(75% of nil) + (20% of Tm) + (5% of 4m) = 400,000

%5) + (otlo 1 40 %20) + (e 1) 3o %75)

400,000 = (ygulo 4 g0

47. Uncertainties surrounding the amount to be | aili] oiw sl 2loll 251l o0ac aalleo aiy 47

recognized as a provision are dealt with by various
means according to the circumstances. Where the
provision being measured involves a large
population of items, the obligation is estimated by
weighting all possible outcomes by their associated
probabilities. The name for this statistical method
of estimation is “expected value.” The provision will
therefore be different, depending on whether the
probability of a loss of a given amount is, for
example, 60% or 90%. Where there is a continuous
range of possible outcomes, and each point in that
range is as likely as any other, the midpoint of the

range is used.
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48. Where a single obligation is being measured, the
individual most likely outcome may be the best
estimate of the liability. However, even in such a
case, the entity considers other possible outcomes.
Where other possible outcomes are either mostly
higher or mostly lower than the most likely
outcome, the best estimate will be a higher or lower
amount. For example, if a government has to rectify
a serious fault in a defense vessel that it has
constructed for another government, the individual
most likely outcome may be for the repair to
succeed at the first attempt at a cost of 100,000
currency units, but a provision for a larger amount
is made if there is a significant chance that further

attempts will be necessary.
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49. The provision is measured before tax or tax
equivalents. Guidance on dealing with the tax
consequences of a provision, and changes in it, is
found in IAS 12.
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Risks and Uncertainties
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50. Therisks and uncertainties thatinevitably surround
many events and circumstances shall be taken into
account in reaching the best estimate of a

provision.
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Risk describes variability of outcome. A risk
adjustment may increase the amount at which a
liability is measured. Caution is needed in making
judgments under conditions of uncertainty, so that
revenue or assets are not overstated and expenses
or liabilities are not understated. However,
uncertainty does not justify the creation of
excessive provisions or a deliberate overstatement
of liabilities. For example, if the projected costs of a
particularly adverse outcome are estimated on a
prudent basis, that outcome is not then deliberately
treated as more probable than is realistically the
case. Care is needed to avoid duplicating
adjustments for risk and uncertainty with

consequent overstatement of a provision.
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52.

Disclosure of the uncertainties surrounding the
amount of the expenditure is made under

paragraph 98(b).
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Present Value

adlal dosall

53.

Where the effect of the time value of money is
material, the amount of a provision shall be the
present value of the expenditures expected to be

required to settle the obligation.

awasl 15 agaill aiofll doudll jil yg4y loaic
aowll ga pnaall 2lo ggas of Loy A
dyguil &yglbo 994 of pdgiall Cilasill gyl

olgll

53

62



54.

dpwlaall o 6 ci3)g las 8l aBjg (A
olll glhsll Jgall

Because of the time value of money, provisions
relating to cash outflows that arise soon after the
reporting date are more onerous than those where
cash outflows of the same amount arise later.
Provisions are therefore discounted, where the
effect is material.

When a provision is discounted over a number of
years, the present value of the provision will
increase each year as the provision comes closer to
the expected time of settlement (see Illustrative

Example).
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55.

Paragraph 97(e) of this Standard requires
disclosure of the increase, during the period, in the
discounted amount arising from the passage of

time.
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56.

The discount rate (or rates) shall be a pre-tax rate
(or rates) that reflect(s) current market
assessments of the time value of money and the
risks specific to the liability. The discount rate(s)
shall not reflect risks for which future cash flow

estimates have been adjusted.
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57.

In some jurisdictions, income taxes or income tax
equivalents are levied on a public sector entity's

surplus for the period. Where such income taxes
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are levied on public sector entities, the discount

rate selected should be a pre-tax rate.
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Future Events
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58.

Future events that may affect the amount required
to settle an obligation shall be reflected in the
amount of a provision where there is sufficient

objective evidence that they will occur.
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59.

Expected future events may be particularly
important in measuring provisions. For example,
certain obligations may be index-linked to
compensate recipients for the effects of inflation or
other specific price changes. If there is sufficient
evidence of likely expected rates of inflation, this
should be reflected in the amount of the provision.
Another example of future events affecting the
amount of a provision is where a government
believes that the cost of cleaning up the tar, ash,
and other pollutants associated with a gasworks'’
site at the end of its life will be reduced by future
changes in technology. In this case, the amount
recognized reflects the cost that technically
qualified, objective observers reasonably expect to
beincurred, taking account of all available evidence

as to the technology that will be available at the
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time of the clean- up. Thus it is appropriate to
include, for example, expected cost reductions
associated with increased experience in applying
existing technology, or the expected cost of
applying existing technology to a larger or more
complex clean-up operation than has previously
been carried out. However, an entity does not
anticipate the development of a completely new
technology for cleaning up unless it is supported by

sufficient objective evidence.
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60.

The effect of possible new legislation that may
affect the amount of an existing obligation of a
government or an individual public sector entity is
taken into consideration in  measuring that
obligation, when sufficient objective evidence exists
that the legislation is virtually certain to be enacted.
The variety of circumstances that arise in practice
makes it impossible to specify a single event that
will provide sufficient, objective evidence in every
case. Evidence is required both (a) of what
legislation will demand, and (b) of whether it is
virtually certain to be enacted and implemented in

due course. In many cases, sufficient objective
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evidence will not exist until the new legislation is

enacted.

Expected Disposal of Assets

Jon 1 26qiall slogiwlll

61. Gains from the expected disposal of assets shall
not be taken into account in measuring a provision.

sletiwlll go wwlball gluualy 25§ U1 Ly 61
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62. Gains on the expected disposal of assets are not
taken into account in measuring a provision, even if
the expected disposal is closely linked to the event
giving rise to the provision. Instead, an entity
recognizes gains on expected disposals of assets at
the time specified by the IPSAS dealing with the

assets concerned.
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Reimbursements

ciltgeill

63. Where some or all of the expenditure required to
settle a provision is expected to be reimbursed by
another party, the reimbursement shall be
recognized when, and only when, it is virtually
certain that reimbursement will be received if the
entity settles the obligation. The reimbursement
shall be treated as a separate asset. The amount
recognized for the reimbursement shall not exceed

the amount of the provision.
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In the statement of financial performance, the
expense relating to a provision may be presented

net of the amount recognized for a reimbursement.
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65.

Sometimes, an entity is able to look to another party
to pay part or all of the expenditure required to
settle a provision (for example, through insurance
contracts, indemnity clauses, or suppliers’
warranties). The other party may either reimburse
amounts paid by the entity, or pay the amounts
directly. For example, a government agency may
have legal liability to an individual as a result of
misleading advice provided by its employees.
However, the agency may be able to recover some
of the expenditure from professional indemnity

insurance.
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66.

In most cases, the entity will remain liable for the
whole of the amount in question, so that the entity
would have to settle the full amount if the third
party failed to pay for any reason. In this situation,
a provision is recognized for the full amount of the
liability, and a separate asset for the expected
reimbursement is recognized when it is virtually
certain that reimbursement will be received if the

entity settles the liability.
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67. In some cases, the entity will not be liable for the
costs in question if the third party fails to pay. In
such a case, the entity has no liability for those

costs, and they are not included in the provision.
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68. As noted in paragraph 37, an obligation for which
an entity is jointly and severally liable is a
contingent liability, to the extent that it is expected
that the obligation will be settled by the other

parties.

0943 sl Lolgll a9y .37 paall 6 g Lob .68

- 3j0i0 JAuug lﬂ}lﬂm(lﬁ.uu".—a_gdojiloid_ggﬂ

dgui ago 266l Al 30l I Toino loljll
sl wolibl 15 3o Liolgl

Changes in Provisions

cilnnaall o Cilpysil

69. Provisions shall be reviewed at each reporting date,
and adjusted to reflect the current best estimate. If
itis nolonger probable that an outflow of resources
embodying economic benefits or service potential
will be required to settle the obligation, the

provision shall be reversed.
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70. Where discounting is used, the carrying amount of
a provision increases in each period to reflect the
passage of time. This increase is recognized as an

interest expense.
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Use of Provisions
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71. A provision shall be used only for expenditures for

which the provision was originally recognized.
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72. Only expenditures that relate to the original
provision are set against it. Setting expenditures
against a provision that was originally recognized
for another purpose would conceal the impact of

two different events.
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Application of the Recognition and Measurement Rules
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Future Operating Net Deficits
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73. Provisions shall not be recognized for net deficits

from future operating activities.
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74. Net deficits from future operating activities do not
meet the definition of liabilities in paragraph 18 and
the general recognition criteria set out for

provisions in paragraph 22.

ol dhiiidl go jasll olo (ogiuy U .74
18 sl 6 ol Layei dlisiual
&6 ilnnaall 83330l dolsll LI bylgng

22 0]l

75. An expectation of net deficits from future operating
activities is an indication that certain assets used in
these activities may be impaired. An entity tests
these assets for impairment. Guidance on
accounting for impairment is found in IPSAS 21,
Impairment of Non-Cash-Generating Assets or
IPSAS 26, Impairment of Cash-Generating Assets,

as appropriate.
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Onerous Contracts
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If an entity has a contract that is onerous, the
present obligation (net of recoveries) under the
contract shall be recognized and measured as a

provision.
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77.

Paragraph 76 of this Standard applies only to

contracts that are onerous.
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78.

Many contracts evidencing exchange transactions
(for example, some routine purchase orders) can be
canceled without paying compensation to the other
party, and therefore there is no obligation. Other
contracts establish both rights and obligations for
each of the contracting parties. Where events make
such a contract onerous, the contract falls within
the scope of this Standard, and a liability exists that
is recognized. Executory contracts that are not

onerous fall outside the scope of this Standard.
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79.

This Standard defines an onerous contract as a
contract in which the unavoidable costs of meeting
the obligations under the contract exceed the
economic benefits or service potential expected to
be received under it, which includes amounts
recoverable. Therefore, it is the present obligation
net of recoveries that is recognized as a provision

under paragraph 76. The unavoidable costs under a
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contract reflect the least net cost of exiting from the

contract, which is the lower of the cost of fulfilling
it and any compensation or penalties arising from

failure to fulfill it.
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79A. The cost of fulfilling a contract comprises the costs
that relate directly to the contract. Costs that relate
directly to a contract consist of both:

a. The incremental costs of fulfilling that
contract—for example, direct labor and
materials; and

b. An allocation of other costs that relate directly to
fulfilling contracts—for example, an allocation of
the depreciation charge for an item of property,
plant, and equipment used in fulfilling that

contract among others.

Glob LUl callail asell clogll @alss Jady 179

Gloi Ll callaill calliig adell spblo

10 J5 g0 28=ll 6pilio

Gle - 289l elay clogll aols il caylail |
q 3pilall algallg @lasll . Jliod! Juw

Sl sl Lalaill go (pnaall sl .
Juw Gle - agéslly clogly spblo @leii
cic g0 pepsadl wundl  Jlall
Ghell g a0l eIl elgiwdl
289l el clogll 6 doariwall vilazallg
sl 2géc gan

80. Before a separate provision for an onerous contract
is established, an entity recognizes any impairment
loss that has occurred on assets used in fulfilling
the contract (see IPSAS 21 and IPSAS 26).
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Restructuring
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81. The following are examples of events that may fall

under the definition of restructuring:

a. Termination or disposal of an activity or service;

b. The closure of a branch office or termination of
activities of a government agency in a specific
location or region, or the relocation of activities
from one region to another;

c. Changes in management structure, for
example, eliminating a layer of management or
executive service; and

d. Fundamental reorganizations that have a
material effect on the nature and focus of the

entity’'s operations.
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82. A provision for restructuring costs is recognized
only when the general recognition criteria for
provisions set out in paragraph 22 are met.
Paragraphs 83-96 set out how the general

recognition criteria apply to restructurings.
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83. A constructive obligation to restructure arises only
when an entity:
a. Has a detailed formal plan for the restructuring
identifying at least:
i. The activity/operating unit or part of an

activity/operating unit concerned;
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ii. The principal locations affected;
iii. The location, function, and approximate
number of employees who will be

compensated for terminating their

services;

iv. The expenditures that will be undertaken;
and

V. When the plan will be implemented; and

b. Has raised a valid expectation in those affected
that it will carry out the restructuring by
starting to implement that plan or announcing

its main features to those affected by it.
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84. Within the public sector, restructuring may occur at

the whole-of-government, portfolio or ministry, or

agency level.
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85.

Evidence that a government or an individual entity
has started to implement a restructuring plan
would be provided, for example, by (a) the public
announcement of the main features of the plan, (b)
the sale or transfer of assets, (c) notification of
intention to cancel leases, or (d) the establishment
of alternative arrangements for clients of services.
A public announcement of a detailed plan to

restructure constitutes a constructive obligation to
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restructure only if it is made in such a way and in
sufficient detail (that is, setting out the main
features of the plan) that it gives rise to valid
expectations in other parties, such as users of the
service, suppliers, and employees (or their
representatives) that the government or the entity

will carry out the restructuring.
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86.

For a plan to be, sufficient to give rise to a
constructive obligation when communicated to
those affected by it, its implementation needs to be
planned to begin as soon as possible, and to be
completed in a timeframe that makes significant
changes to the plan unlikely. If it is expected that
there will be a long delay before the restructuring
begins, or that the restructuring will take an
unreasonably long time, it is unlikely that the plan
will raise a valid expectation on the part of others
that the government or individual entity is at
present committed to restructuring, because the
timeframe allows opportunities for the government

or entity to change its plans.
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87.

A decision by management or the governing body
to restructure, taken before the reporting date, does

not give rise to a constructive obligation at the

an4lall diigll of o150l 02355 (sl jljall (a6 U
cqiti Wl dylall aflgall Ayl Jub alssgll 6olel
i o o adlall pilgall 2yl o oo Liolg

87

74



bl Jueo (6 L0)g las dpaall 06)q (o

olll glhsll Jgall

reporting date unless the entity has, before the
reporting date:
a. Startedtoimplement the restructuring plan; or
b. Announced the main features of the
restructuring plan to those affected by it in a
sufficiently specific manner to raise a valid
expectation in them that the entity will carry
out the restructuring.
If an entity starts to implement a restructuring plan,
or announces its main features to those affected,
only after the reporting date, disclosure may be
required under IPSAS 14, Events after the
Reporting Date, if the restructuring is material and
non-disclosure could influence the economic
decisions of users taken on the financial

statements.
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88.

Although a constructive obligation is not created
solely by a management or governing body
decision, an obligation may result from other
earlier events together with such a decision. For
example, negotiations with employee
representatives for termination payments, or with
purchasers for the sale or transfer of an operation,

may have been concluded subject only to governing
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body or board approval. Once that approval has
been obtained and communicated to the other
parties, the entity has a constructive obligation to
restructure, if the conditions of paragraph 83 are

met.
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89.

In some countries, (a) the ultimate authority for
making decisions about a public sector entity is
vested in a governing body or board whose
membership includes representatives of interests
other than those of management (for example,
employees), or (b) notification to these
representatives may be necessary before the
governing body or board decision is taken. Because
a decision by such a governing body or board
involves communication to these representatives, it
may result in a constructive obligation to

restructure.
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Sale or Transfer of Operations

ool Jigai of 2

90.

No obligation arises as a consequence of the sale
or transfer of an operation until the entity is
committed to the sale or transfer, that is, there is a

binding agreement.
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91.

Even when an entity has taken a decision to sell an

operation and announced that decision publicly, it
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cannot be committed to the sale until a purchaser
has been identified and there is a binding sale
agreement. Until there is a binding sale agreement,
the entity will be able to change its mind, and indeed
will have to take another course of action if a
purchaser cannot be found on acceptable terms.
When a sale is only part of a restructuring, a
constructive obligation can arise for the other parts
of the restructuring before a binding sale

agreement exists.
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92.

Restructuring within the public sector often
involves the transfer of operations from one
controlled entity to another, and may involve the
transfer of operations at no or nominal
consideration. Such transfers will often take place
under a government directive, and will not involve
binding agreements as described in paragraph 90.
An obligation exists only when there is a binding
transfer agreement. Even where proposed
transfers do not lead to the recognition of a
provision, the planned transaction may require
disclosure under other IPSASs, such as IPSAS 14,
and IPSAS 20, Related Party Disclosures.
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Restructuring Provisions
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93. A restructuring provision shall include only the
direct expenditures arising from the restructuring,
which are those that are both:

a. Necessarily entailed by the restructuring; and
b. Not associated with the ongoing activities of the
entity.
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94. A restructuring provision does not include such

costs as:

a. Retraining or relocating continuing staff;

b. Marketing; or

c. Investment in new systems and distribution
networks.
These expenditures relate to the future conduct
of an activity, and are not liabilities for
restructuring at the reporting date. Such
expenditures are recognized on the same basis
as if they arose independently of a

restructuring.
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95. Identifiable future operating net deficits up to the
date of a restructuring are not included in a
provision, unless they relate to an onerous contract,

as defined in paragraph 18.
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96. Asrequired by paragraph 61, gains on the expected

disposal of assets are not taken into account in
measuring a restructuring provision, even if the
sale of assets is envisaged as part of the

restructuring.
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Disclosure olno
97. For each class of provision, an entity shall disclose: | g0 @6 J4 anai (JT agall e wuqy 97
a. The carrying amount at the beginning and end UilnnAall

of the period;

b. Additional provisions made in the period,
including increases to existing provisions;

c.  Amounts used (that is, incurred and charged
against the provision) during the period;

d. Unused amounts reversed during the period;
and

e. The increase during the period in the
discounted amount arising from the passage of
time and the effect of any change in the
discount rate.

Comparative information is not required.
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98. An entity shall disclose the following for each class
of provision:
a. A brief description of the nature of the

obligation and the expected timing of any
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resulting outflows of economic benefits or
service potential;

b. An indication of the uncertainties about the
amount or timing of those outflows. Where
necessary to provide adequate information, an
entity shall disclose the major assumptions
made concerning future events, as addressed
in paragraph 58; and

c. The amount of any expected reimbursement,
stating the amount of any asset that has been

recognized for that expected reimbursement.
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99. [Deleted].
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100. Unless the possibility of any outflow in settlement
is remote, an entity shall disclose, for each class of
contingent liability at the reporting date, a brief
description of the nature of the contingent liability
and, where practicable:

a. An estimate of its financial effect, measured
under paragraphs 44-62;

b. Anindication of the uncertainties relating to the
amount or timing of any outflow; and

c. The possibility of any reimbursement.
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101.In determining which provisions or contingent
liabilities may be aggregated to form a class, it is
necessary to consider whether the nature of the
items is sufficiently similar for a single statement
about them to fulfill the requirements of
paragraphs 98(a) and (b) and 100(a) and (b). Thus, it
may be appropriate to treat, as a single class of
provision, amounts relating to one type of
obligation, but it would not be appropriate to treat,
as a single class, amounts relating to
environmental restoration costs and amounts that

are subject to legal proceedings.
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102. Where a provision and a contingent liability arise
from the same set of circumstances, an entity
makes the disclosures required by paragraphs 97,
98, and 100 in a way that shows the link between

the provision and the contingent liability.
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103. An entity may in certain circumstances use external
valuation to measure a provision. In such cases,
information relating to the valuation can usefully be

disclosed.
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104. [Deleted].
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105. Where an inflow of economic benefits or service

potential is probable, an entity shall disclose a brief
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description of the nature of the contingent assets at
the reporting date, and, where practicable, an
estimate of their financial effect, measured using
the principles set out for provisions in paragraphs
L4-62.
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106.

The disclosure requirements in paragraph 105 are
only intended to apply to those contingent assets
where there is a reasonable expectation that
benefits will flow to the entity. That is, there is no
requirement to disclose this information about all
contingent assets (see paragraphs 39 to 43 for a
discussion of contingent assets). It is important that
disclosures for contingent assets avoid giving
misleading indications of the likelihood of revenue
arising. For example, a contingent asset would
arise from a contract where a public sector entity
allows a private sector company to mine one of its
properties in exchange for a royalty based on a set
price per ton extracted, and the company has
commenced mining. In addition to disclosing the
nature of the arrangement, the contingent asset
should be quantified, where a reasonable estimate
can be made of the quantity of mineral to be

extracted and the timing of the expected cash
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inflows. If there were no proven reserves, or some
other circumstances prevailed that indicated that it
would be unlikely that any minerals would be
extracted, the public sector entity would not
disclose information required by paragraph 105 as

there is no probable flow of benefits.
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107.The disclosure requirements in paragraph 105
encompass contingent assets from both exchange
and non-exchange transactions. Whether a
contingent asset exists in relation to taxation
revenues rests on the interpretation of what
constitutes a taxable event. The determination of
the taxable event for taxation revenue and its
possible implications for the disclosure of
contingent assets related to taxation revenues are
to be dealt with as a part of a separate project on

non-exchange revenue.
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108.Where any of the information required by
paragraphs 100 and 105 is not disclosed because it

is not practicable to do so, that fact shall be stated.
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109. In extremely rare cases, disclosure of some or all
of the information required by paragraphs 97-107

can be expected to prejudice seriously the position

of the entity in a dispute with other parties on the
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subject matter of the provision, contingent liability
or contingent asset. In such cases, an entity need
not disclose the information, but shall disclose the

general nature of the dispute, together with the fact
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that, and reason why, the information has not been s (_,_o
disclosed.
Transitional Provision ayJlaijl ,olﬁsT

110. [Deleted].

[cuoan] 110

110A. Improvements to IPSAS, 2021, issued in January
2022 added paragraph 79A and amended
paragraph 80. An entity shall apply those
amendments to contracts for which it has not yet
fulfilled all its obligations at the beginning of the
annual reporting period in which it first applies the
amendments (the date of initial application). The
entity shall not restate comparative information.
Instead, the entity shall recognize the cumulative
effect of initially applying the amendments as an
adjustment to the opening balance of net
assets/equity or other component of net
assets/equity, as appropriate, at the date of initial

application.
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Uayg ajjlaall cilogleall (e auei Ui dgall
POl culi ol agall Gle cimy wells oo
al Lo wibasill Jodl @ubill Laslil
coln)  ololl gl Lo Jas
olal 5T ggso g @slall §gas/Jgnll
Lofilo g4y Lo ddlall @Ggén/Jondll
ol Gubil oyl 6

Effective Date
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111.An entity shall apply this Standard for annual

financial statements covering periods beginning on
or after January 1, 2004. Earlier application is
encouraged. If an entity applies this Standard for a

period beginning before January 1, 2004, it shall

Sle jueall e &bi of dagall Gle wiay 111

(_.,ola.uul}.l.o b Gl dyglull adlall aflgall
wle 2auing Aylill ¢l3 19y of 2022 jrauys 31
ole jheall 1am dagall caaib 13] 4yl Gubill
anéi ol vy 2022 pawys 31 Jis T 8o

pouyd 31 ggdy jueall glpw Ayl Jac
wleo @Gubil aoisall Aylll aigb 2022
dslaall .6 olall glhal duslaol

disclose that fact. A816a]l el e
111A.Paragraph 5 was deleted and paragraphs 1 and 4 | glball duwlooll Jueo o 6586l 03 Cid3o)] 1111 LQ.E)JT cdaei by lgid 8160l 03 Cioan
were amended by /mprovements to IPSASs 2011 19 olell olll clboll adgall duwboll jleo guloo

issued in October 2011. An entity shall apply those
amendments for annual financial statements
covering periods beginning on or after January 1,
2013. Earlier application is encouraged. If an entity
applies the amendment for a period beginning

before January 1, 2013, it shall disclose that fact.

aulgs wjan sl wljlan] of jyleo Linga)
¢ianl e advall olell elbal duwlaoll wleo
ololl glball ddgall dnwlholl wleal jlan]

20lg glpw 29

111B.Paragraphs 110 and 112 were amended by IPSAS
33, First-time Adoption of Accrual Basis
International Public Sector Accounting Standards
(IPSASs) issued in January 2015. An entity shall
apply those amendments for annual financial
statements covering periods beginning on or after
January 1, 2017. Earlier application is permitted. If
an entity applies IPSAS 33 for a period beginning
before January 1, 2017, the amendments shall also

be applied for that earlier period.

duuboll jueo go 68l 03 Cuoas] 111
19 ploll glbsll

Lglal cuthaei buiy Lgidl 8j84)l 0am oo
olell elhall algall duulhall pleo yulao
aulgy wyan sl wijlan] of jyleo Lingay
@Gubi @4laall 6 aaicl g Gle daliao
2ol e ddrall olell elball duwlaal! leo
ole)l clhall ddgall duwlhall wleol jlan)

-20lg glpw 2yl
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111C.IPSAS 37, Joint Arrangements, issued in January

2015, amended paragraph 37. An entity shall apply
that amendment when it applies IPSAS 37.

clbal auwlaall oo o 686l 0dm cuoao] 2111

19 plelI

Lol cathaei buiy Lgidl 8j8all 0am 1o

ol elbsl) adgall dwlall leo Gulao
aulgy wjan sl wijlan] of jyleo Linga)
a0l e dduall olell elball duulaad! pleo
ololl clball adgall duwlbaoll pleal jlan)

2olg glpw 2yl

111D.Paragraph 6 was amended by /mprovements to
IPSASs 20175, issued in April 2016. An entity shall
apply that amendment for annual financial
statements covering periods beginning on or after
January 1, 2017. Earlier application is encouraged.
If an entity applies the amendment for a period
beginning before January 1, 2017, it shall disclose
that fact.

clhall dpulnall Juso oo 8iaall 03 1630] 9111
19 plelI

Lol cathaei buiy Lgidl 8j8all 0am oo
ol glhsll algall duwlbaall pleo Gulao
aulgy wjan sl wijlan] of jyleo Linga)
a0l e dduall olell elbsll duwlaal! leo
ololl glball adgall ol wleal jlan]

20lg glpw 2yl

111E.Paragraphs 2 and 3 were deleted by 7he
Applicability of IPSASs, issued in April 2016. An
entity shall apply those amendments for annual
financial statements covering periods beginning on
or after January 1, 2018. Earlier application is
encouraged. If an entity applies the amendments
for a period beginning before January 1, 2018, it

shall disclose that fact.

duball jheo go 6pall oam Cuas] 111
19 ploll clbal

Lglal cuthaei buiy Lgidl 8j84)l 0am oo
olell elbhall algall duulhall pleo yulao
aulgy wyan sl wijlan] of jyleo Linga)
@Gubi @4laall 6 aaicl g Gle daliao
2ol e ddrall olell elball duwlaal! leo
olo)l clhal ddgall duwlhall wleol jlan)

-20lg glpw 2yl
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111F.Paragraph 14 was amended by IPSAS 39,

Employee Benefits, issued in July 2016. An entity
shall apply that amendment for annual financial
statements covering periods beginning on or after
January 1, 2018. Earlier application is encouraged.
If an entity applies the amendment for a period
beginning before January 1, 2018 it shall disclose
that fact and apply IPSAS 39 at the same time.

clbsll duwlaoll jueo o 8p8éll 0am Ci630] 9111

19 plelI

Lol cathaei buiy Lgidl 8j8all 0am coan

ol elbsl) adgall dwlall leo Gulao
aulgy wjan sl wijlan] of jyleo Linga)
a0l e dduall olell elball duulaad! pleo
ololl clball adgall duwlbaoll pleal jlan)

20lg glpw 2yl

111G.Paragraph 4A was added by IPSAS 40, Public
Sector Combinations, issued in January 2017. An
entity shall apply this amendment for annual
financial statements covering periods beginning on
or after January 1, 2019. Earlier application is
encouraged. If an entity applies the amendment for
a period beginning before January 1, 2019 it shall
disclose that fact and apply IPSAS 40 at the same

time.

clbal) dpwlaoll juso o 6p8all 0am Civan] j111
19 ol

Lol cuthasel buiy Lgidl 8j8all 0am Coao
olell clhall algall dulaall pleo yulao
aulgy cuan sl wijlan] of pleo Lingay
Gubi @4laoll o6 aalcl g Gle daliso
¢ianl e advall olell elbal duwlooll wleo
olall clball ddgall duwlaall jyleal jlanl

20lg glpw 2yl

111H. Paragraph 4 was amended by IPSAS 41, issued in
August 2018. An entity shall apply this amendment
for annual financial statements covering periods
beginning on or after January 1, 2023. Earlier
application is encouraged. If an entity applies the

amendment for a period beginning before January

clball duwlaall oo o 680l 0am cuoan] 0111
19 olelI

Lalal cuthaei buiy Lgidl 8j8a)l 0am oo
olell elbhall algall duulhall pleo yulao
aulgy wjan sl wijlan] of jyleo Lingay
@Gubi d@4laall 6 aaicl g Gle daliao
2ol e ddrall olell elbsll duulaal! leo
olell glhall ddgall duwlhall wleol jlan)

:20lg glpw 2yl
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1, 2023 it shall disclose that fact and apply IPSAS

47 at the same time.

1111. Paragraphs 1, 12, 19, and 77 were amended and
paragraphs 7-11, 99 and 104 were deleted by
IPSAS 42, Social Benefits, issued in January 2019.
An entity shall apply these amendments at the
same time as it applies IPSAS 42.

dunball jueo go 6all 0am Cuoas] b111
19 pololl glbsl

Lol cuthasel buiy Lgidl 8j8all 0am Coao
o)l clbsll dadgall duwball pleo yuloo
aulgs wjan sl wljlan] of jyleo Linga)
¢l e agitall olell elbal) duwlaall puleo
olo)l clhall dJgall dnwlbaall jyleal jlan)

.20lg glpw 2yl

111J. Paragraphs 6A and AG1-AG20 were added and
paragraph 18 was amended by Collective and
Individual Services (Amendments to IPSAS 19),
issued in January 2020. An entity shall apply these
amendments for annual financial statements
covering periods beginning on or after January 1,
2023. Earlier application is encouraged. If an entity
applies the amendments for a period beginning
before January 1, 2023 it shall disclose that fact
and apply IPSAS 42, Social Benefits, at the same

time.

duwball jheo o 888l oam Cusan] (111
19 ploll elbsl

Lglal cuthaei buiy Lgidl 8j84)l 0am oo
ol glhsll algall duwlbaall pleo gulao
aulgy wyan sl wijlan] of jyleo Lingay
2ol e dduall olell elbal) duwlaad! leo
ololl glball adgall ol wleal jlan]

20lg gl 2yl

111K. Paragraphs 79A and 110A were added and
paragraph 80 was amended by /mprovements to
IPSAS, 20217, issued in January 2022. An entity shall

apply these amendments for annual financial

duwlball Jueo o 68all odm cudan] 111
19 ol glbsll

Lglal cathaei buiy Lgidl 8j84ll 0am 1630
olell clhsll ddgall duwlaoll juleo julao
)l cujan Pl wijlan] of wleo Linga)
Gubi dslaall (6 aicl g Gle dalivo
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statements covering periods beginning on or after
January 1, 2023. Earlier application is permitted. If
an entity applies these amendments for an earlier

period, it shall disclose that fact.

2ol e dduall olell elball ! puleo

ololl clball ddgall duwlbaoll pleal jlan)
.20lg glpw Ayl

111L. Paragraph 13 was amended by IPSAS 43 issued
in January 2022. An entity shall apply this
amendment for annual financial statements
covering periods beginning on or after January 1,
2025. Earlier application is permitted. If an entity
applies the amendments for a period beginning
before January 1, 2025, it shall disclose that fact
and apply IPSAS 43 at the same time.

Jaloll 43 plo)l elbal dpwlaoll o Jae . J111
@b of dgall e gy 13 §j8all 2023 o
Gl dgiwll adlall aflgall Lo Juasil las
12y gl 2024 pauys 31 ) {ay iljis Aty
cdb 5] 44l @ubilly acuyg Ayl wls
oy 31 b Tag éji6 e Jyasill dgal
@i olg daweall el ge anar of Loy 2024
c1sgll (6 43 plell glhall aulaall jlso

plell clhal duulaall jueo jlan] ayli Jac
.a40oall 0 ojlao| Ayl Golgy Cuny 43
oy 31 ggay vudlpasill glpw Ayl Jac
adloll awddl alay Ayl @olgy Cuny 2024
dslaall o plal glhall vilgal

111M. Paragraph 6 was amended by IPSAS 44 issued in
May 2022. An entity shall apply this amendment for
annual financial statements covering periods
beginning on or after January 1, 2025. Earlier
application is permitted. If an entity applies the
amendments for a period beginning before January
1, 2025, it shall disclose that fact and apply IPSAS

44at the same time.

Lol 44 plall glbsll dpwlaall jieo Jac 0111
lam @b of agall e wisy .6 68al1 2023 0
hsi Gl dygiull aylall allgall le Jyasil
ells awy gT 2024 pouys 31 0 [EYY] Cilyio
agall cusih 13] 44l Guhill aouwgg Ayl
2024 powns 31 Jub 12w 6o e Juasill
Juso @thi glg a8ienll elli ge anaf ol Liny
wdi C1bgll 6 44 ploll glhall duulaall

ololl clhall duslaoll heo jlan] ajli Jac
&4laall ;6 oflan] 2yl Golgy Cuny 44
pouws 31 ggay vudasill glpw Ayl Jac
o)l ail dlu Ayl Golg Cusy 2024
a4loall 46 olall glball ilgal

111N.Paragraph 27 was amended by IPSAS 45 issued in
May 2023. An entity shall apply this amendment for

annual financial statements covering periods

Jaloll 45 ploll elball dpwlaoll oo Jae o111
@i ol agall Gle wiay 27 spaall 2024 Lo
il dgiwdl ddlall pilgall (e Jiaeill 13

olell elhal duwlball Jueo jlan] Ayl Jac
.44)aall 6 ojlan] Ayl Golgy Cuny 45
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beginning on or at after January 1, 2025. Earlier

application is encouraged. If an entity applies this
amendment for a period beginning before January
1, 2025, it shall disclose that fact and apply IPSAS
45 at the same time.

a9y gT 2024 pouyo 31 6 foui ljis bl
I5] J4dl @ubill Gle gadyg Ayl wls
31 Jub T 8ji6 Gle Juasdll dgall cisib
aaenll ellf ge apai of way 2024 powws
8 45 plall glbsll dulaall juso @b ¢lg

i C1bgll

pouyd 31 ggay cudasill glpw Ayl Jac

o)l ail dlu Ayl Golg Cuny 2024
a4loall 46 olall glball ilgal

112.

When an entity adopts the accrual basis IPSASs of
accounting as defined in IPSAS 33, First-time
Adoption of Accrual Basis International Public
Sector Accounting Standards (IPSASs) for financial
reporting purposes subsequent to this effective
date, this Standard applies to the entity’s annual
financial statements covering periods beginning on

or after the date of adoption of IPSASs.

clbsll dpwlaall wleo dgall &by loic 112

o Lo (Gloniwdl gulwl Gle duiall olsll
33 plo)l glball duwboll beo o dofeo
e durall olell clhsl duvlaall wleo Guhi
Sl ppsill plie D .60 Jo bl (Glariwl yulul
Ju=oll 133 glo yu=all 132 glpw 24U 2y
Ul dgall dginll allall allgall Gle (Guby
oo @ubi Ayl o Ty whis b

Ayl els asy gl plell elbsl duwlaall
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Provisions, Contingent Liabilities, Contingent Assets, and Reimbursements

Eileygeillg dloinall Jgodlg dlaiaall ciloljilUlg Cilowoaall

These Tables accompany, but are not part of, IPSAS 79.

.aio 5o JAui 1 lgidlg .19 olell clhdéll duwlaall jlizo Jglaal oam Gl

Provisions and Contingent Liabilities

alainall Ciloljil Ulg cilonaall

wholly within the control of the entity.

Where, as a result of past events, there may be an outflow of resources embodying
future economic benefits or service potential in settlement of
(a) a present obligation, or (b) a possible obligation whose existence will be confirmed

only by the occurrence or non-occurrence of one or more uncertain future events not

There is a present
obligation that probably
requires an outflow of

resources.

There is a possible
obligation or a present
obligation that may, but
probably will not, require

an outflow of resources.

There is a possible
obligation or a present
obligation where the
likelihood of an outflow of

resources is remote.

A provision is recognized

(paragraph 22).

No provision is recognized

(paragraph 35).

No provision is recognized

(paragraph 35).

Disclosures are required

for the provision

(paragraphs 97 and 98).

Disclosures are required
for the contingent liability
(paragraph 100).

No disclosure is required

(paragraph 100).

A contingent liability also arises in the extremely rare case where there is a liability that
cannot be recognized because it cannot be measured reliably. Disclosures are required

for the contingent liability.

20lio e (sghii ojlgal b (@627 édylw Eilanl) dayli waay 28 Loaic
400 wiolg (w) of b wolg () &yquui) debgio viloas ol dlidiuo doloisl
Gl go 48T of 10lg £989 pac gl £gdg JUls go U] 03g2g 250y U

agall eyl WS 22437 1 1 83580l ué ulidtaal

ol 400 Liolg 199
094l Cuo S Lolg

ol 400 Liolg 199
wlhiy 2 6 Jlo ciolg

by b wiolg aog
2 G035 29yl e

)14l @oaill dylloiol o 23l e g4l 3)lgall o
1920l =y Tyol aylgall | o oyl @62 wr by
2jlgall

oo sl ol a1 | gonso ¢l ol ag naall vl aiy

(35 yaall) (35 8all) (22 spaall)

sl olall cilbhy 1 olall il olall Lilby

(100 sy88ll) olnsl oljil i) cablos gy pnaall Gblos

(100 88all) Joinall (98q 97 yligsall)

@il aili] g4 U el ellin ggy cuo Tan &pab dlbs o eyl Jainall el ul Ly
Jainall pliful ge ciboloo] dlya] Liny dlbll 0as (o dbgigar awlal duldo] U
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Contingent Assets

dlainall Jondl

Where, as a result of past events, there is a possible asset whose existence will be

confirmed only by the occurrence or non-occurrence of one or more uncertain future

JA15 go 1] 03929 250G 1 Jaino Jof @éibw Gilandl dayii wllis g4y loaic
U Gl 62580l pe dihdiuoll GSlandl go 141 o a0l £g8g pac of £gdg

events not wholly within the control of the entity. agall sphu S erAj
The inflow of economic The inflow of economic The inflow of economic o0 Jalall goadll a0 Jolall Goadll a0 JalaJl @oaill
benefits or service potential| benefits or service potential| benefits or service potential gT aalnis Ul eoliall gT aalnis Ul eoliall gT dyolnis Ul eoliall
is virtually certain. is probable, but not virtually| is not probable. ga dedqgiall CiloaAll g d=dqiall CloaAll ga dedqiall ciloaall
certain. 2040 pé pT 1440 pe didl aopo pT oo sl }.OT
The asset is not contingent | No asset is recognized No asset is recognized =hls7_o
(paragraph 41). (paragraph 39). (paragraph 39). LJJ:JT (§T wll aiy U LJJ:)T (§T wll aiy U Joino pe Jo il
(39 6paall) (39 sp0all) (41 6p00ll)
Disclosures are required No disclosure is required -
sb oball clby 1 Wbloel olell cilby
(paragraph 105). (paragraph 105). i ¢
(105 8j80ll) alos] (105 8y84ll)
Reimbursements Ul geill
Some or all of the expenditure required to settle a provision is expected to be Jud 0 oo dyquuil dyglboll wiléeill 2100 gT Ay JHugei ol OT 20690
reimbursed by another party. .}:')T wib
The entity has no The obligation for the The obligation for the Joai 6 dgall jaiwi Joai 0 dgall jaiwi (ST dgall Jaaii |l
obligation for the part of | amount expected to be amount expected to be s2lioll ge colgll 2loll ge Lolgll a0 efall ells ge winlg
the expenditure to be reimbursed remains with | reimbursed remains with 2bgiall 2bgiall ol (3l wlseill
reimbursed by the other | the entity, and itis virtually | the entity, and the HE 30 Jgaug druyged G0 g4y g arygey J46 0 dryged
party. certain that reimbursement| reimbursement is not Lol aif Wes 254all Jub Ules 2580l 01 wophll
will be received if the entity | virtually certain if the entity ol 13| Hygeill ausb ol 13] Hygeill
settles the provision. settles the provision. Aol gl dgall | . pnaoll gl dgall
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The entity has no liability | The reimbursement is The expected gl vld] ol J Jols pugeill il oy | el (ST Jowui U dgall
for the amount recognized as a separate reimbursement is not opaall) Jols 20gioll | jSpall 40ils 6 Jnaio Qi sl elwall e
to be reimbursed asset in the statement of recognized as an asset (63 S UT vhoyg Sl (67 8180ll) drugei
(paragraph 67). financial position, and (paragraph 63). Jiléo anléo o

may be offset against the daild 0 Lognall

expense in the statement jolbaiy U Jlall ol

of financial performance. uaeill cudall sloll

The amount recognized ol Ul 26qioll

for the expected (b64q 63 ylipsall)

reimbursement does uc olooll ol e olooll ol (STJ oball cilhy Ul

not exceed the liability 28qiall ugeill Sl aslo b gdygeill oloo|

(paragraphs 63 and 64). (o) 98 saall) ugeill cuioll olioll
No disclosure is The reimbursement is The expected '((9) 98 6}'6'&')
required. disclosed, together with reimbursement

the amount recognized is disclosed

for the reimbursement (paragraph 98(c)).

(paragraph 98(c)).
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Illustrative Decision Tree gl Ciljlpd 6ol
This decision tree accompanies, but is not part of, IPSAS 19. .aio & JAudu U lgid) 19 ol clhdll drwvlaall jlieo ode Cililidl 6o (ol
Note: In some cases, it is not clear whether there is a present obligation. In these cases, 0id 0 ./ 10lg 2909 28I9J pc o y9% I P2 (6 ‘B0 1o
a past event is deemed to give rise to a present obligation if, taking account of all Jie ] o0 250 20 .15/ I 1219l cguivi ] U360 (Giludd] Craadl pivy o))
available evidence, it is more likely than not that a present obligation exists at the ailgdll 3yl 6 b cuolg s 595y U'f aogall o Gl5 doliall dladll dols
reporting date (paragraph 23 of this Standard). {leall I3e o 23 6180/1) dulall
Start ayladl

Possible

Present obligation as

9o bl Luolgll
oflo (ian) dayii

result of an obligating ongation?
event
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outflow?
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Appendix A: Application Guidance
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Introduction

.79pL2//ga_dUciwa.0J//4mo(}0&g_l/ﬂ/Ep(_¢ﬁLaJ//ialgf

doado

This Appendix provides guidance on determining whether a provision arises for
collective and individual services. These transactions do not meet the definition of
social benefits in IPSAS 42, Social Benefits (and are therefore outside the scope of
that Standard). This Appendix addresses the question of whether a provision needs

to be recognized for these transactions before the services are delivered.

Ciloasll ge gapao Lig gld 15] lo ayand gliy wlbliy] @alall 1as poq) .1
0 3)lgll duclain i golioll Loyl cilloleall 02o (ogiwi U .ajallg dicloal
ey @lbi o)ld g0 13)g) diclais ] gdliall 42 ploll clbsl) duwlholl lso
cidloleall 0am e o cili] ol glb 15] Lo dlluo @alall 1as Jaliiy .(Lsall
iloaall o865 of Jub

Collective and Individual Services

aayallg acloall iloaall

Scope of Collective and Individual Services

d156/lg duclaall iloaNl Gl

2. This Standard defines collective services as services provided by a public sector | olc clbé dgo Jud (0 rongj loas Lg_ll he ducloall cloaall jueoll 1ae Loy .2
entity simultaneously to all members of the community and are intended to address | g0iaoll Cilblinl allei uT lgy 208)g awei Cidgll o 2ainall cliel 2100 Gl
the needs of society as a whole. The provision of a collective service to one individual | oDl 2l Il dsliadl aadll (péiy U a0lg 336 I duclon doad ayasi ol .J4as
does not reduce the amount available to other individuals; there is no rivalry in the | diclanl ciloaall el ilgiwl gg4y diclan)l ciloaall elilgiwl (6 yuolii aogy Lo
consumption of collective services. Consumption of collective services is usually | (0 (ueoiiall Ju6 o dbuii d5)liwo gT dayo dsolgo Lilbi Ug lulw ésle
passive and does not require the explicit agreement or active participation of those .doaall
benefiting from the service.

3. This Standard defines individual services as goods and services provided to J.uJ| gT/g 3|}.DT Sl pj.oj Ciloonq 2lw LQJTL_,JL anpoll ciloaall jueall Iae Loy .3

individuals and households by a public sector entity and are intended to address the
needs of society as a whole. The provision of an individual service to one individual
may reduce the amount available to other individuals, or may delay the receipt of
those services by some individuals. Consumption of individual services requires the
explicit agreement or active participation of those benefiting from the service. Goods

or services provided by a public sector entity on commercial terms do not address

4035 04267 9] .J4% 20izoll bl alled of lgy ana)g ole glbs dgo 16 4o
Ll o liwl 158 26 ol s Tl 5l 1 dslioll dwasll péiy 16 10lg 256 (I &6
ql &y @aolgo @ajall ciloaall elilgiul wulbi ol Il ey Jis go ciloasll
o380l Ciloaallg elull allei U .doasl go cueaiiall Jub oo dbuii a4l
1 06 1alg .J45 gainall vibliisl &ylai bapid l66g ole clhs éga Jib go
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Appendix A: Application Guidance

the needs of society as a whole, and therefore do not satisfy the definition of individual

services.

@uhill cilaldy) f @alo

Social benefits and collective and individual services all address the needs of society
as a whole. Addressing the needs of society as a whole does not require that each
collective or individual service covers all members of society; such services can cover
different segments of society. A collective or individual service that covers a segment
of society as part of a wider system of similar services meets the requirement that it

addresses the needs of society as a whole.

sainoll tblibl alley lgeion dopellg diclondl tiloasllg dicloindl goliall
a36 gl égelnn doas J5 Jauisi of J4s 2ainall wilbliol dalleo culhi . J4%
a0 aalizo wilelbs viloasll oas Jio Jouit ol gbou reoinall cloel 2100
60 c25 gaiaall go lelbs Joud Gl &gl gl ducloall doaall o] .gainall
ainoll vl allei gb wilbiall Logiws dilanl tiloaa) 2wl doghio
J4s

Collective services and individual services involve the provision of services by, or on
behalf of, a public sector entity. Consequently, cash transfers are not collective or

individual services.

clbo dgn Jub o iloas 03267 e dopall tiloasllg duclanl culoasdl s
330 gl daclon tiloasd cuuy @asill cilygaill glo g Lgic alill of ple

Public sector entities provide collective and individual services through their

employees or by purchasing goods and services from third party providers.

J1U5 go of lgsabgo JUb (o @o40g diclas wloas olell glhall vilgs 034i
&l colbl amjluicl (oagjo (o tiloasg elw el

Examples of collective services include defense and street lighting. Examples of
individual services include healthcare and education provided at no or nominal cost.
Individual services may or may not have eligibility criteria, such as reaching a certain
age or a residential requirement; however, the existence (or otherwise) of eligibility
criteria does not change the determination of whether transactions satisfy the

definition of individual services.

Gle aliodll yaniig .gjlgiul &)l eloall diclanll iloaall (e dliodl pari
18 .duouwl aal4i gl @al4i ggau gloasall aueillg dunndl dilepl &yapall ciloasll
1> aols I gf gu20 guw ¢qly Jio éylal by &gl viloasll gg4y 1 of g4y
ciils 13] Lo 3yaa psy 1 éylal bapd (5959 0ac gl) 2999 gl i3 20q @gall

aagall iloasll Layel ogiwi cilloleall

Collective services are provided to a community rather than to individuals, which
distinguishes them from individual services and social benefits. Individual services
involve the delivery of services to individuals and/or households, which distinguishes
them from social benefits that involve cash transfers (including cash equivalents such

as pre-paid debit cards).

Sloaall ge ojsay bo gag ool Gl g 2aino ] dcloall loasll paas
slsl I ciloas elal Gle dpngall viloaall (sqbii aclain il goliallg &l
4265 Wlhga e (sghii il dclaiz Ul poliall e ooy Lo gag gl gl/g

(202l &8puo auwnll vilslby Jio a8l citlleo ells (o L)

In some jurisdictions, individuals may pay for services, for example healthcare, and

subsequently be reimbursed by a public sector entity. The substance of these

Jiall Juw Gle dmoll glepl wiloas dileo alodl 962y 28 Jgall gy ;0
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reimbursements is that the public sector entity is paying for the services, and the

transaction is an individual service rather than a social benefit.
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10. The following table compares the key characteristics of social benefits (as defined in | Ju=o (6 CLDTS_)_B o2 la%) aclainrdl goliall pilns g Sl Joll gl
IPSAS 42), individual services and collective services: :auclanll ciloaallg @apell ciloanllg (42 plell clhsl) duwlaall
Social Individual | Collective loaall | wloanll 20liall
Benefits | Services | Services ducloall aojoll | duclaindl
Involves a cash transfer to eligible v X X X X v oo Gl 26i Jigai Gle sgbdi o
beneficiaries? Coslmgo
Provided to individuals and/ or households v v X X v v ol g pul gl/g oljsl ]| 0287 o
rather than to a community? C20ia0
Intended to address the needs of society as v v v v v v 2aisall Cblicl ey ol lg 208) Ja
awhole? CJas

No Provision Recognized for Collective Services before the Services are Delivered

Aoasdl (¢3¢7 ol Ji6 duclant] ciloaill ypnso Cuis o

11. Anintention to deliver collective services, budget approval to deliver those services, ULLU 2 2929 gT loaall elli eladl dijlgo slaicl gT duclon ciloas clal au ol 17
or the existence of legislation in respect of those services are not, in themselves, b olg lgic Luu.d ol Laild 2o o ) wiloas]l el
sufficient to give rise to a present obligation.

12. Collective services are ongoing activities of the public sector entity that delivers the | .uloaall (5387 Ul plell clbsll dgal 6paiuo abuiul w2 delonll Wloasll 12
services. Paragraph 26 of this Standard states that "no provision is recognized for | @4 oply Sl colaill ppAo cudy 0" Gle jueoll 13 g0 26 8@all pii
costs that need to be incurred to continue an entity's ongoing activities in the future.” | l66g ailo «SJWlg " sl 0 dgal) spoiuall dhuiudl e 0 Jlpoiw i)
Consequently, in accordance with the principles of this Standard, no provision is iloaall oam Jio clof ail (pnAo LLLLT 1 ghsoll 13 ggolol
recognized for the intention to deliver such services.

13. In delivering collective services, a public sector entity acquires resources and incurs | 63lc .ilogmo u4iig 3jlgo plell clball dgo iiai dycloall wiloaall clal 2ic .13

expenses, usually through contracts and other binding arrangements. Examples
include the electricity used in delivering street lighting, the salaries paid to acquire
the services of defense staff, the acquisition of non-current assets used in delivering

those services, and the purchase of collective services from a third-party provider.

doaaiuall cbpgall ella e dlio Il o .ol dojlo vy ol agac JUa o
cloall guio ciloas Gle Jgnoall acgoaall ilgylg .jlgiul 8)U] pogi (0
ko2l elpig wiloasll elly elal 6 @oaAluwall dlglaiall pe Jgodl clislg
anjlall ulyiyill of agésll ye duwlaall i L Logb ojliicl 3gjo ¢o dxclaall
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These contracts or other binding arrangements are accounted for in accordance with
other IPSAS. In some circumstances, these arrangements may give rise to provisions,
for example where a contract or other binding arrangement becomes onerous.
However, any such provisions relate to the binding arrangement and not to the

intention to deliver collective services to the public.

@uhill cilaldy) f @alo
26 wogill By o olell clbsll il duboll pyleol laog 0as sl
oilall Lyl gl assll auol 15] Jliall Juw Gle wilbnao coluiyill 0as ¢e Lidy
@lei Jusll 13s 4o vilonao sl glo U5 gog .dijlus 28qio Wiy gl laée 1 Tl
090l delonll ciloarll el dys gug ojlall Lyl

No Provision Recognized for Individual Services before the Services are Delivered

o3| (s387 gl Jib dypol] ciloail) yanso cuiy o

14. Anintention to deliver individual services, budget approval to deliver those services,
or the existence of legislation in respect of those services are not, in themselves,
sufficient to give rise to a present obligation. There are no past events that give rise
to a liability for collective or individual services. As noted in paragraph AG7, individual
services may or may not have eligibility criteria, such as reaching a certain age or a
residential requirement. However, the existence (or otherwise) of eligibility criteria
does not change the determination of whether transactions satisfy the definition of

individual services.

oliy 4ty 5994 gl wiloasll elli cl» 1 dijlgo slaicl gl (dyop6 iloas clal & o) .14
Glanl 20gi 4 . Jb wiolg Lgic Livg @wsls Lgilh a0 o v wiloaall el
0 awl gLyl oi las @ajall gl dclasll tiloaall hlso el lgic Ll asilw
Jio sl bapd dnjell viloaall gedy U o gasy 28 .7 @uhill cilaliy) 866
bayis (3929 0ac gf) 3g2g lo w3 20q dgall Jals dols I of gueo guw ¢l
el iloasll cayel ogiwd cilloleall vuils 1] Lo 32y poy U alal

15. The delivery of individual services is an ongoing activity of the public sector entity that
provides the services. The delivery of individual services results in the public sector
entity acquiring resources and incurring expenses, usually through contracts or other

binding arrangements.

2y .loaall (5288 LUl olell glhdll dga) poiuo blui ga dyaall tiloasll clal .15
6ole .wilogpnal leaukiig ajlgal plell clhéll dgo cliisl aajall ciloanll el ac
Pl dojlo by gl agée JUb o

16. The public sector entity uses these resources to deliver services to specific individuals
and/or households. Where individuals and/or households access individual services,
the entity may have a number of future obligations relating to the delivery of these
individual services. Such obligations are an aspect of the ongoing activities of the
public sector entity. Similar to collective services, and in accordance with the
principles of this Standard, no provision is recognized for the intention to deliver such

services prior to individuals and/or households accessing the services.

ol gl/q a3 3lksl Wl ciloaall elad 5jlgall 03m olell clhall dgn oA .16
2 gg4y 16 .&op6 tiloas Lle Japall @o pwl gl/q sl D gls 13] 63390
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loaadl e pudl gl/g sl I Jooy of Jub
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Examples of the resources acquired and expenses incurred in delivering individual
services include the pharmaceuticals or medical supplies used in delivering
healthcare, the salaries paid to acquire the services of teachers, the acquisition of
non-current assets used in delivering those services (for example, a hospital or an
ambulance), and the purchase of individual services from a third-party provider.
These contracts and other binding arrangements are accounted for in accordance
with other IPSAS. In some circumstances, these arrangements may give rise to
provisions, for example where a contract or other binding arrangement becomes
onerous. However, any such provisions relate to the binding arrangement and not to

the intention to deliver individual services to the public.
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A7

Presentation and Disclosure of Collective and Individual Services

lgic ol g d&136/lg diclaal] iloasd] oy

18.

An entity shall present and disclose information about collective services and
individual services in accordance with other IPSAS, including IPSAS 1, Presentation
of Financial Statements, |IPSAS 2, Cash Flow Statements and IPSAS 18, Segment
Reporting.

iloaallg dxclanll Ciloaall Jgo wiloglen ge anaig gayei of dgall Gle Loy
bl jieo clls 6 Loy wolell glball (Il dunlbaall pleal oog @ojall
Gafls 2 ploll clhsll aunlball jusog ddlall aflgsll e 1 plall clhsll

diclhsll ylsill 18 plell bl duwlaall jueoq dasill cilés2i

18

19.

IPSAS 1 requires an entity to “present, either on the face of the statement of financial
performance or in the notes, an analysis of expenses using a classification based on
either the nature of expenses or their function within the entity, whichever provides

information that is faithfully representative and more relevant.”

aoils Lo o Lol Wil of dgall go 1 olell clbsl dnwlaall ueo Lilbi
Lol e (iwo Lasing plasiwl cilegynal) Iy wibleyll Lo of ol <2l
d6gigoy pei Wlogleo 1ogy logyl Wdgall Jalay lgiathq g wlognoll deyb

" &ocllo 1islg

19

20.

Where an entity presents information based on the nature of expenses, collective
services and individual services will be included in items such as employee benefit
costs. Where an entity presents information based on the function of the expenses
within the entity, collective services and individual services may be presented as
individual line items or amalgamated with similar items depending upon their

materiality.

Uiloasl ganius wilbgunall dsub (e 2y wilbgunall dgall cusye 13
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is assumed that a reliable estimate can be made of any outflows expected. In some
examples, the circumstances described may have resulted in impairment of the

assets — this aspect is not dealt with in the examples.

02024 jlap]
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Implementation Guidance aoitll il
This guidance accompanies, but is not part of, IPSAS 19. .aio g Jaudi U lgid) 19 ol clbéll duvlaall jlieo 0i usiill cilslayl (Goly
Recognition Gyl
1. All the entities in the examples have a reporting date of December 31. In all cases, it | ¢ lillg (sabJl 0 g» aliodll 0 63)lg)l tulgall dola) dylall pilgall 2yl ol .1

clasaill go 1l @gigo pasi clo] dilho] goyie) wulllall 2100 (6 ouyd o
0 ball I aliodll Ao 0 do6gngall Logihll (5347 269 .dedgiall dojlall
aliodll o il 13 Jglis piy alg — Jgo Il dousd

2. The cross-references provided in the examples indicate paragraphs of this Standard | dauigll dlodl cils jheall Ciljgs i diodll (6 doasoall galpall I sjlidl ol .2
that are particularly relevant. This guidance should be read in the context of the full Juleol) Joldl gLl oo QllDl.:IJJ_l.” 03® bclpd Linyg . pb Jady
text of this Standard.

3. References to "best estimate” are to the present value amount, where the effect of JJT 094y loaic ¢llag bl dogsll 2ol 6jlw] (& "pasi LJJ:LDT Sl ol gl .3
the time value of money is material. CLLLu.U O.LO_E)| 15 2qail) duiopl dosll
Warranties lbilaadl
4. Government Department A manufactures search and rescue equipment for use | dog4all Jslo lgoladiwd 5l6illg Cuoul Wilaso 2ind T duoginll agall pgsi .4

within the Government and for sale to the public. At the time of sale, the Department
gives warranties to purchasers in relation to certain products. Under the terms of the
sale, the Department undertakes to make good, by repair or replacement,
manufacturing defects that become apparent within three years from the date of sale.
On past experience, it is probable (that is, more likely than not) that there will be some
claims under the warranties.

Analysis

Present obligation as a result of a past obligating event — The obligating event is the
sale of the product with a warranty, which gives rise to a legal obligation.

An outflow of resources embodying economic benefits or service potential in
settlement — Probable for the warranties as a whole (see paragraph 32).

Conclusion

Gloi lago gyidol) wlilan gl cisg 6 droganll dgall aiaig ogasel lgeug
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Implementation Guidance
A provision is recognized for the best estimate of the costs of making good under

the warranty products sold on or before the reporting date (see paragraphs 22 and
32).

dogeuull dyjell ddlaoll o plell glbsl duubiall pyleog oualao Juo
"dlainall Jondlg .dlainall ciloljilulg wilomaoll” 19 elell glhall duwlball sy 486l dwljall
02024 jlap]

. “. e | l:leLl:th
(329 22 guipsall iail) glan)l Lingas el Jus o adlall

Contaminated Land—Legislation Virtually Certain to be Enacted

0jgap llac 2580l 3o upil - diglall (ool Il

5.

A provincial government owns a warehouse on land near a port. The provincial
government has retained ownership of the land because it may require the land for
future expansion of its port operations. For the past ten years, a group of farmers
have leased the property as a storage facility for agricultural chemicals. The national
government announces its intention to enact environmental legislation requiring
property owners to accept liability for environmental pollution, including the cost of
cleaning-up contaminated land. As a result, the provincial government introduces a
hazardous chemical policy and begins applying the policy to its activities and
properties. At this stage it becomes apparent that the agricultural chemicals have
contaminated the land surrounding the warehouse. The provincial government has
no recourse against the farmers or its insurance company for the clean-up costs. At
December 31, 2001 it is virtually certain that a draft law requiring a clean- up of land
already contaminated will be enacted shortly after the year end.

Analysis

Present obligation as a result of a past obligating event — The obligating event is the
contamination of the land because of the virtual certainty of legislation requiring the
clean-up.

An outflow of resources embodying economic benefits or service potential in
settlement - Probable.

Conclusion

dog4n cibainl 28q .clio go dups o)l Lle leagiuwe ashio dogsn cllai
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Implementation Guidance

A provision is recognized for the best estimate of the costs of the clean-up (see

paragraphs 22 and 30).

©2024 jlanl

aoitll il

Contamination and Constructive Obligation

oionll Lialgll iglil

6.

A government has a widely published environmental policy in which it undertakes to
clean up all contamination that it causes. The government has a record of honoring
this published policy. There is no environmental legislation in place in the jurisdiction.
During the course of a naval exercise, a vessel is damaged and leaks a substantial
amount of oil. The government agrees to pay for the costs of the immediate clean-up
and the ongoing costs of monitoring and assisting marine animals and birds.
Analysis

Present obligation as a result of a past obligating event — The obligating event is the
contamination of the environment, which gives rise to a constructive obligation
because the policy and previous conduct of the government has created a valid
expectation that the government will clean up the contamination.

An outflow of resources embodying economic benefits or service potential in
settlement — Probable.

Conclusion

A provision is recognized for the best estimate of the costs of the clean-up (see

paragraphs 22 and 30).

Jols vaihily lgingas ageili puwlg @Glbi Gle 6jguio ddy dwlw doganll sa) .6
24 209y U dwlpull 0am 246iig olfink Jouw doginll (g2l diw (sl Giglill
6j5 105 Lgio Cupuuig abpo Ciabai ayayl ol gyl il gall 6 iy
6 paiuall Laglaillg sjaall Larhiill Laylai 265 (le dogsall cisolgq haill go
! jgbllg cililguall 8acluiog dislyol
Julaill
38 sl afwl Bigli ga oflall Cianll - @lw pjlo Cianl duli bl Liolgll
legpio lesgr il 28 doganll (@ilull egluwllg dwlull oIl Lios Liolg Ll
gl Lahiily pgdia dogsall gl
0 d28gio viloas gl 4lnisl golio Lo sgbii 3jlgal glall Goaill
2240 4ol —dyguuill
(30g 22 guipsall il Lahiill Ladlal yass Jowodl (poao vl ol

Gravel Quarry

ol jpno

7.

A government operates a gravel quarry on land that it leases on a commercial basis
from a private sector company. The gravel is used for the construction and
maintenance of roads. The agreement with the landowners requires the government
to restore the quarry site by removing all buildings, reshaping the land, and replacing
all topsoil. 60% of the eventual restoration costs relate to the removal of the quarry

buildings and restoration of the site, and 40% arise through the extraction of gravel.
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Implementation Guidance

At the reporting date, the quarry buildings have been constructed, and excavation of

the site has begun but no gravel has been extracted.

Analysis

Present obligation as a result of a past obligating event — The construction of
buildings and the excavation of the quarry creates a legal obligation under the terms
of the agreement to remove the buildings and restore the site, and is thus an
obligating event. At the reporting date, however, there is no obligation to rectify the
damage that will be caused by extraction of the gravel.

An outflow of resources embodying economic benefits or service potential in

settlement — Probable.

Conclusion

A provision is recognized for the best estimate of 60% of the eventual costs that
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relate to the removal of the buildings and restoration of the site (see paragraph 22). .L_,_D:)J|
These costs are included as part of the cost of the quarry. The 40% of costs that
arise through the extraction of gravel are recognized as a liability progressively
when the gravel is extracted.
Refunds Policy aoudll o) duwlw

8.

A government stores agency operates as a centralized purchasing agency and allows
the public to purchase surplus supplies. It has a policy of refunding purchases by
dissatisfied customers, even though it is under no legal obligation to do so. Its policy
of making refunds is generally known.

Analysis

Present obligation as a result of a past obligating event — The obligating event is the

sale of the supplies, which gives rise to a constructive obligation, because the

anilall ggoll clpb jogaall aulig &S0 clpis @l8g5 drogan gjlao dldg Jasi
ool gaall el U guall edlasl) cibjidall doud o) dwluw dlball @ubig
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logac dogyeo dlégll oag) anlall
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Implementation Guidance
conduct of the agency has created a valid expectation on the part of its customers
that the agency will refund purchases.
An outflow of resources embodying economic benefits or service potential in
settlement — Probable that a proportion of goods are returned for refund (see
paragraph 32).
Conclusion
A provision is recognized for the best estimate of the costs of refunds (see

paragraphs 18 (the definition of a constructive obligation), 22, 25, and 32).
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Closure of a Division—No Implementation before Reporting Date

alall aflgall a4l 15 2467 359 1 - glhs Gle]

9.

On 12 December 2004, a government decides to close down a division of a
government agency. The decision was not communicated to any of those affected
before the reporting date (December 31, 2004), and no other steps were taken to
implement the decision.

Analysis

Present obligation as a result of a past obligating event — There has been no
obligating event and so there is no obligation.

Conclusion

No provision is recognized (see paragraphs 22 and 83).
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Outsourcing of a Division—Implementation Before the Reporting Date

adloll aflgall Ayl Jus agaiill — elhs cillas) (gl sl

10. On December 12,2004, a government decided to outsource a division of a government

department. On December 20, 2004, a detailed plan for outsourcing the division was
agreed by the government, and redundancy notices were sent to the staff of the
division.
Analysis
Present obligation as a result of a past obligating event — The obligating event is the

communication of the decision to employees, which gives rise to a constructive
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Implementation Guidance
obligation from that date, because it creates a valid expectation that the division will
be outsourced.
An outflow of resources embodying economic benefits or service potential in
settlement — Probable.
Conclusion
A provision is recognized at December 31, 2004 for the best estimate of the costs of

outsourcing the division (see paragraphs 22 and 83).

il cilaldy)
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Legal Requirement to Fit Air Filters

clggll wilasdipo Ly olbill Lilbiall

11. Under new legislation, a local government entity is required to fit new air filters to its
public buildings by 30 June 2005. The entity has not fitted the air filters.
Analysis
a. Atthereporting date of December 31, 2004
Present obligation as a result of a past obligating event — There is no obligation
because there is no obligating event either for the costs of fitting air filters or for
fines under the legislation.
Conclusion
No provision is recognized for the cost of fitting the filters (see paragraphs 22 and
25-27).
Analysis
b. Atthe reporting date of December 31, 2005
Present obligation as a result of a past obligating event — There is still no obligation
for the costs of fitting air filters because no obligating event has occurred (the fitting
of the filters). However, an obligation might arise to pay fines or penalties under the
legislation because the obligating event has occurred (the non-compliance of the

public buildings).
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Implementation Guidance
An outflow of resources embodying economic benefits or service potential in
settlement — Assessment of probability of incurring fines and penalties for non-
compliance depends on the details of the legislation and the stringency of the
enforcement regime.
Conclusion
No provision is recognized for the costs of fitting air filters. However, a provision is
recognized for the best estimate of any fines and penalties that are more likely than

not to be imposed (see paragraphs 22 and 25-27).

il cilaldy)
oo il e al ge clggll vilaudbo sy cadlail pnao ¢l ol ol 1
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Staff Retraining as a Result of Changes in the Income Tax System

2l dyss ol 6 iyl dali guabgall Lyal bole

12. The government introduces a number of changes to the income tax system. As a
result of these changes, the taxation department (reporting entity) will need to retrain
a large proportion of its administrative and compliance staff in order to ensure
continued compliance with financial services regulation. At the reporting date, no
retraining of staff has taken place.
Analysis
Present obligation as a result of a past obligating event — There is no obligation
because no obligating event (retraining) has taken place.
Conclusion

No provision is recognized (see paragraphs 22 and 25-27).
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An Onerous Contract

dijlws pdgio 26c

13. [Deleted]. [ruoan] 13
A Single Guarantee g glao
14. [Deleted]. Jeusan] 14
A Court Case dndao b

15. After a luncheon in 2004, ten people died, possibly as a result of food poisoning from

products sold by a restaurant at a public museum (the reporting entity). Legal
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Implementation Guidance

proceedings are started seeking damages from the entity, but it disputes liability. Up
to the date of authorization of the financial statements for the year to December 31,
2004 for issue, the entity’s lawyers advise that it is probable that the entity will not be
found liable. However, when the entity prepares the financial statements for the year
to December 31, 2005, its lawyers advise that, owing to developments in the case, it
is probable that the entity will be found liable.

Analysis
a. At December 31,2004

Present obligation as a result of a past obligating event — On the basis of the
evidence available when the financial statements were approved, there is no
obligation as a result of past events.

Conclusion

No provision is recognized by the museum (see paragraphs 23 and 24). The matter
is disclosed as a contingent liability unless the probability of any outflow is regarded
as remote (paragraphs 100 and 109).

Analysis

b. At December 31, 2005

Present obligation as a result of a past obligating event — On the basis of the
evidence available, there is a present obligation.

An outflow of resources embodying economic benefits or service potential in
settlement — Probable.

Conclusion

A provision is recognized for the best estimate of the amount to settle the obligation
(paragraphs 22-24 and 109).
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Repairs and Maintenance
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Implementation Guidance
16. Some assets require, in addition to routine maintenance, substantial expenditure
every few years for major refits or refurbishment and the replacement of major
components. IPSAS 45, Property, Plant and Equipment, gives guidance on allocating
expenditure on an asset to its component parts where these components have

different useful lives or provide benefits in a different pattern.

aoitll il
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Refurbishment Costs—No Legislative Requirement

o dbio a9g U - ayaqill Layléi

17. A furnace for heating a building that is leased out by a government department to a
number of public sector tenants has a lining that needs to be replaced every five years
for technical reasons. At the reporting date, the lining has been in use for three years.
Analysis
Present obligation as a result of a past obligating event — There is no present
obligation.

Conclusion

No provision is recognized (see paragraphs 22 and 25-27).

The cost of replacing the lining is not recognized because, at the reporting date, no
obligation to replace the lining exists independently of the entity’s future actions —
even the intention to incur the expenditure depends on the entity deciding to
continue operating the furnace or to replace the lining. Instead of a provision being
recognized, the depreciation of the lining takes account of its consumption, that is, it
is depreciated over five years. The re- lining costs then incurred are capitalized, with
the consumption of each new lining shown by depreciation over the subsequent five

years.
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Refurbishment Costs—Legislative Requirement

18. A government cartography service is required by law to overhaul its aircraft used for
aerial mapping once every three years.

Analysis
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Present obligation as a result of a past obligating event — There is no present b wolg 20g) U = @lw ojlo B30 doyli bl caolgll
obligation. anyiill
Conclusion (27-25 goq 22 cilisall i) pnao ol ol el 1
No provision is recognized (see paragraphs 22 and 25-27). dsleinll lguwei wluwil (pnaes olbl dlolidl bl cadlas cili] ol U
The costs of overhauling aircraft are not recognized as a provision for the same wlbio 20g glg O M1 JUall 0 ppaos dilbyl Jdol caylai vl pasy
reasons as the cost of replacing the lining is not recognized as a provision in ol [as coallad ¢jgad UT S sag J1m glo wdlobull 6ol clpp I ol
Example 11A. Even a legal requirement to overhaul does not make the costs of oc J8iwo Jauw éplbll dolidl 4ol wiolg 229 pasl [ihig Loljill
overhaul a liability, because no obligation exists to overhaul the aircraft JUb o dadusiwall culdaill dgall wiinii 266 - dgal) daulidiwoll Jlac Il
independently of the entity’'s future actions — the entity could avoid the future Bl 24 J1b o Ilio Waisiuall LQJLQ_CI
expenditure by its future actions, for example by selling the aircraft.
Disclosures Gblno
Two examples of the disclosures required by paragraph 98 are provided below. .98 6160)] lgdhij il iblas ] e gullio obb/cu.{/ lawo
Warranties Cilbilar!

19. A government department with responsibility for the prevention of workplace | Cu6g (6 Wlilanll Jazll uﬁLoI 0 Walgall gio e dlg§uio dpogin dga pioi 19
accidents gives warranties at the time of sale to purchasers of its safety products. | dgall 2geii .glanl bgpu wiogoy cupidall lgy dplall dollull cilaiio 2w
Under the terms of the warranty, the department undertakes to repair or replace | 2yl go guiw JUb dpo gai Gle Jowi U Gill agill JUol gT olbl duonginll
items that fail to perform satisfactorily for two years from the date of sale. At the | ..sag2uw JUjy 60,000 yo calliy Jonao Wil ai ddlall adlgall 2y)b o .2ull
reporting date, a provision of 60,000 currency units has been recognized. The | oloo Ul @i 269 L sl 15 cw onall }JT ul dwo ppoAall ans aly alg

provision has not been discounted, as the effect of discounting is not material. The :adull wlogleoll e
following information is disclosed: wiaiiall desgiall glacl cildlbal (sagew Jly 60,000 o jpnso cil] af
A provision of 60,000 currency units has been recognized for expected warranty 02 dulc uAi aly U'/cgzb'g[a// 0 Gl @il dladl Colgiwd! J1l5 dclall
claims on products sold during the last three financial years. It is expected that the 0 i J1U5 lesi] Jol5 257 aiwg .doaldl] dlal] diwd] (6 G|
majority of this expenditure will be incurred in the next financial year, and all will be .ddlall ailgéll 3.0

incurred within two years of the reporting date.

Decommissioning Costs aljll celar
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20.

Implementation Guidance
In 2005, a state-owned research facility, which uses a nuclear reactor to develop radio
isotopes that are used for medical purposes, recognizes a provision for
decommissioning costs of 300 million currency units. The provision is estimated
using the assumption that decommissioning will take place in 60-70 years’ time.
However, there is a possibility that it will not take place until 100-110 years' time, in
which case the present value of the costs will be significantly reduced. The following
information is disclosed:
A provision of 300 million currency units has been recognized for decommissioning
costs. These costs are expected to be incurred between 2065 and 2075, however,
there is a possibility that decommissioning will not take place until 2105-2115. If the
costs were measured based upon the expectation that they would not be incurred
until 2105-2115 the provision would be reduced to 136 million. The provision has
been estimated using existing technology, at current prices, and discounted using a

real discount rate of 2%.
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aoitll il

aljul coglal ppoaay dubll plhedl o doaaiwall asdiall Sl pohil
Logu dljll of plisl (nnaall paat eilg 92w Jly vetlo 300 &l
-100 b alljl dulac aii U Jlaisl lis U5 20 & 70-60 8jis Jils ¢iany
Qig 515 dojay Lallaill aylall daell Hueai el @bl 0as o wilgiw 110
il wlogleall ge alnodll

i) ol 26909 Wl oAl (s3g0w Jly sgilo 300 0j26 yanso iyl ai
297 1 gl Jlaisl e w25 20 20759 2065 olc g lo SIS 030 5T
i 255 0ac 2697 (e fli Y qwlis i 13].2115-2105 (o Al
5392w Jly ggtlo 136 ojlaéo Lo (| poii 26 yandall ylo 2115-2105
aans aig allal lowdl Lo dails)l Gusill plaiiwl yoniall yadiai 269
62 du) ;6160 a5 Javo oladkuwl

Disclosure Exemption

alns il go clac

An example is given below of the disclosures required by paragraph 109 where
some of the information required is not given because it can be expected to

prejudice seriously the position of the entity.

B @28) @l ol Cus 109 1660 g AT ] iolns Yl e Jlio olisl 1 Lawo
dgall 25g) 3 [y cuwi ol 269iall o aill diglhall logleall

21.

A government research agency is involved in a dispute with a company, which is
alleging that the research agency has infringed copyright in its use of genetic
material, and is seeking damages of 100 million currency units. The research agency
recognizes a provision for its best estimate of the obligation, but discloses none of the
information required by paragraphs 97 and 98 of the Standard. The following
information is disclosed:

Litigation is in process against the agency relating to a dispute with a company that

alleges that the agency has infringed patents, and is seeking damages of 100 million

ciaef 26 Gl dlsg gl e ddph 20 clii o dbjgio dogin wilal dlsg .21
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currency units. The information usually required by IPSAS 19, Provisions, Contingent | .dlainall (Jao g .dlainall Ciloliililg .ilnnsall .19 ole)l clhsl) duwlaall
Liabilities and Contingent Assets, is not disclosed, on the grounds that it can be d[’ yjt3/, {,_S‘[L// 20 6)/2. 1l yulao (G61) .GAsH dasiis s 20 wai 26 lgil]
expected to prejudice seriously the outcome of the litigation. The board is of the 2w (cgcall apiw dll5g)

opinion that the claim can be successtfully defended by the agency
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Illustrative Example

This example accompanies, but is not part of, IPSAS 79.

aio i JAdiy' 1 aidlg 19 olod] clbsl duvlaall jieo Jliall 4o (Goly

Present Value of a Provision

. a_lll_lb_” - “.. |

The following example illustrates the journal entries made on initial recognition of the
present value of a provision, and the subsequent recognition of increases in the
present value of that provision. The increase in the provision is recognized as an

interest expense (paragraph 70).

adlall daslly Jo Il AT aic lplinui i il dogill quill (il Jliall 25
Il jals . poiall U2 @lladl dassll 6 CAlalyl) (o1l il . andial
(70 886))) 62716 Loguno lgil e ynniall (6 il

The expected value of a provision at the end of year 5 is 2000 currency units. This
expected value has not been risk-adjusted. An appropriate discount rate that takes

account of the risk associated with this cash flow has been estimated at 12%.

alg 5292w JUy 2,000 dwolr! il dlgi 6 (poiol desgioll dosll gl .1
Luwliall anall Jaso padi ai 26q 4blaall desgioll dawll oas Jiaei al
%12 iy (5281l §oaill 1ag) dabuijll iblaall jlicdl (6 350 (sallg

Journal entries to record the provision and changes in the value of the provision

each year are as follows:

End of current reporting period 1134.85 Lognall o /o
DR Expense 1134.85 1134.85 Aol ‘A /LJJL
CR Provision 1134.85 L_,Jg_m il dlg)

E;iof vear | i e 136.18 Lognuall 5 /g0

xpense .

CR Provision 136.18 13618 o0l , 2/l
End of Year 2 il ddull 4ylgi
DR Interest Expense 152.52 1562.52 6ajlall Logino D /g0
CR Provision 152.52 152.52 ool 2 /G)
End of Year 3 adl aidl &algi
DR Interest Expense 170.83 170.83 6alall Logino o /g0
CR Provision 170.83 170.83 pnAaall /G
End of Year 4 dsyll diudl algi

i J4) (pnaoll dass 6 sty jppaall ot dweyl 2g16 b lags .2
alall adlall allgall 6o
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DR Interest Expense 191.33 191.33 éadlall Logqupo o /g0
CR Provision 191.33 191.33 men“ - /u”
End of Year 5 Ao B! dduull ‘JJLQJ
EE :Dnterleslt Expense 214.29 e 214.29 8a5lall Logpmo 5 /30
roviston ' 214.29 il YN
Calculations: Increase
8ol bl
Current time: Present value = 2000/(1.12)5 = 1134.85
1134.85 = 5(1.12) /2000 =aylall doyall - Jll cisgll
End of Year 1: Present value = 2000/(1.12)4 = 1271.04 136.18 -
136.18 1271.04 = 4(1.12) /2000 =aubJl dousll Il aiuwll aylgi
End of Year 2: Present value = 2000/(1.12)3 = 1423.56 152.52 -
152.52 1423.56 = 3(1.12) /2000 =adull dousll saulll aduwdl aylgl
End of Year 3: Present value = 2000/(1.12)2 = 1594.39 170.83 —
170.83 1594.39 = 2(1.12) /2000 =aubJl dousll AWl daudl aylgi
End of Year 4: Present value = 2000/(1.12)1 = 1785.71 191.33
191.33 | 1785.71 = 1(1.12) /2000 =alnJl dayl| syl diwdl dlg)
End of Year 5: Present value = 2000/(1.12)0 = 2000.00 214.29
214.29 2000.00 = 0(1.12) /2000 =&l aausll o)l dwdl dilg)
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