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Objective

1. The objective of this Standard is to prescribe requirements for the financial reporting
of revenue arising from non-exchange transactions, other than non-exchange transactions
that give rise to a public sector combination. This Standard deals with issues that need
to be considered in recognizing and measuring revenue from non-exchange transactions,
including the identification of contributions from owners.

Scope

2. An entity that prepares and presents financial statements under the accrual basis of
accounting shall apply this Standard in accounting for revenue from non-exchange
transactions. This Standard does not apply to:

(a) A public sector combination that is a non-exchange transaction; and

(b) Contributions to social benefit schemes that are accounted for in accordance
with paragraphs 26-31 of CPSAS 42, Social Benefits (the insurance approach).

3. [Deleted]
4, [Deleted]
5. This Standard addresses revenue arising from non-exchange transactions. Revenue arising

from exchange transactions is addressed in CPSAS 9, Revenue from Exchange Transactions.
While revenues received by public sector entities arise from both exchange and non-
exchange transactions, the majority of revenue of governments and other public sector
entities is typically derived from non-exchange transactions, such as:

(a) Taxes; and

(b) Transfers (whether cash or noncash), including grants, debt forgiveness, fines,
bequests, gifts, donations, goods and services in-kind, and the off-market portion
of concessionary loans received.

6. Governments may reorganize the public sector, merging some public sector entities,
and dividing other entities into two or more separate entities. A public sector combination
occurs when two or more operations are brought together to form one reporting
entity. These restructurings do not ordinarily involve one entity purchasing another
operation or entity, but may result in a new or existing entity acquiring all the assets
and liabilities of another operation or entity. Public sector combinations shall be
accounted for in accordance with CPSAS 40, Public Sector Combinations.

Definitions

7

returned to the transferor.
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Control of an asset arises when the entity can use or otherwise benefit from the asset

in pursuit of its objectives, and can exclude or otherwise regulate the access of others
to that benefit.

Expenses paid through the tax system are amounts that are available to beneficiaries

regardless of whether or not they pay taxes.

Fines are economic benefits or service potential received or receivable by public sector
entities, as determined by a court or other law enforcement body, as a consequence
of the breach of laws or regulations.

Restrictions on transferred assets are stipulations that limit or direct the purposes

for which a transferred asset may be used, but do not specify that future economic
benefits or service potential is required to be returned to the transferor if not
deployed as specified.

Stipulations on transferred assets are terms in laws or regulation, or a binding
arrangement, imposed upon the use of a transferred asset by entities external to the
reporting entity.

Tax _expenditures are preferential provisions of the tax law that provide certain
taxpayers with concessions that are not available to others.

The taxable event is the event that the government, legislature, or other authority
has determined will be subject to taxation.

Taxes are economic benefits or service potential compulsorily paid or payable to
public sector entities, in accordance with laws and/or regulations, established to
provide revenue to the government. Taxes do not include fines or other penalties
imposed for breaches of the law.

Transfers are inflows of future economic benefits or service potential from non-
exchange transactions, other than taxes.

Terms defined in other CPSASs are used in this Standard with the same meaning as in
those Standards, and are reproduced in the Glossary of Defined Terms published
separately.

Non-Exchange Transactions

8.

In some transactions, it is clear that there is an exchange of approximately equal value.
These are exchange transactions and are addressed in other CPSASs.

In other transactions, an entity will receive resources and provide nopn;“negunal
consideration directly in return. These are clearly non-exchange tran,s‘.at:t\{cm:smuifjfi:‘a?> N
addressed in this Standard. For example, taxpayers pay taxes because the taxTéW': :\\3\
mandates the payment of those taxes. While the taxing governme“mt wﬂ L Provi

;\ R ?2

payment of taxes.
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10.

11.

There is a further group of non-exchange transactions where the entity may provide
some consideration directly in return for the resources received, but that consideration
does not approximate the fair value of the resources received. In these cases, the
entity determines whether there is a combination of exchange and non-exchange
transactions, each component of which is recognized separately. For example, an
entity receives CU6 million funding from a multi-lateral development agency. The
agreement stipulates that the entity must repay CU5 million of the funding received
over a period of 10 years, at 5% interest when the market rate for a similar loan is 11%.
The entity has effectively received a CU1 million grant (CU6 million received less CU5
million to be repaid) and entered into CU5 million concessionary loan which attracts
interest at 6% below the market interest rate for a similar loan. The CU1 million grant
received, as well as the off-market portion of the interest payments in terms of the
agreement, are non-exchange transactions. The contractual capital and interest
payments over the period of the loan are exchange transactions.

There are also additional transactions where it is not immediately clear whether they
are exchange or non-exchange transactions. In these cases, an examination of the
substance of the transaction will determine if they are exchange or non-exchange
transactions. For example, the sale of goods is normally classified as an exchange
transaction. If, however, the transaction is conducted at a subsidized price, that is, a price
that is not approximately equal to the fair value of the goods sold, that transaction
falls within the definition of a non-exchange transaction. In determining whether the
substance of a transaction is that of a non-exchange or an exchange transaction,
professional judgment is exercised. In addition, entities may receive trade discounts,
guantity discounts, or other reductions in the quoted price of assets for a variety of
reasons. These reductions in price do not necessarily mean that the transaction is a

non-exchange transaction.

Revenue

1 o 8

13.

Revenue comprises gross inflows of economic benefits or service potential received
and receivable by the reporting entity, which represents an increase in net assets/equity,
other than increases relating to contributions from owners. Amounts collected as an
agent of the government or another government organization or other third parties
will not give rise to an increase in net assets or revenue of the agent. This is because
the agent entity cannot control the use of, or otherwise benefit from, the collected

assets in the pursuit of its objectives.

Where an entity incurs some cost in relation to revenue arising from afnqn *e'xchﬁ'tg,

transaction, the revenue is the gross inflow of future economic benef,lf§ orkse;\l‘cé-‘ \
3 1"‘
(0] 73¢83

§Aam

&0 sﬂn ;,\ !f
%2 145

relation to the transfer of an item of plant to it from another entit “ﬁhqse.cgst&are‘ 4

.\.‘ ’-!’."f-':.(.’“ S ‘f.o
N WS ’

‘
example if a reporting entity is required to pay delivery and lrgstalfartlan-

CPSAS 23

Page 6 of 27



REVENUE FROM NON-EXCHANGE TRANSACTIONS (TAXES AND TRANSFERS)

recognized separately from revenue arising from the transfer of the item of plant.
Delivery and installation costs are included in the amount recognized as an asset, in
accordance with CPSAS 17, Property, Plant, and Equipment.

Stipulations

14. Assets may be transferred with the expectation and/or understanding that they will
be used in a particular way and, therefore, that the recipient entity will act or perform
in a particular way. Where laws, regulations, or binding arrangements with external
parties impose terms on the use of transferred assets by the recipient, these terms are
stipulations, as defined in this Standard. A key feature of stipulations, as defined in this
Standard, is that an entity cannot impose a stipulation on itself, whether directly or
through an entity that it controls.

15. Stipulations relating to a transferred asset may be either conditions or restrictions.
While conditions and restrictions may require an entity to use or consume the future
economic benefits or service potential embodied in an asset for a particular purpose
(performance obligation) on initial recognition, only conditions require that future
economic benefits or service potential be returned to the transferor in the event that
the stipulation is breached (return obligation).

16. Stipulations are enforceable through legal or administrative processes. If aterm in laws
or regulations or other binding arrangements is unenforceable, it is not a stipulation as
defined by this Standard. Constructive obligations do not arise from stipulations. CPSAS 19,
Provisions, Contingent Liabilities and Contingent Assets, establishes requirements for
the recognition and measurement of constructive obligations.

Conditions on Transferred Assets

17 Conditions on transferred assets (hereafter referred to as conditions) require that the
entity either consume the future economic benefits or service potential of the asset
as specified, or return future economic benefits or service potential to the transferor
in the event that the conditions are breached. Therefore, the recipient incurs a present
obligation to transfer future economic benefits or service potential to third parties
when it initially gains control of an asset subject to a condition. This is because the
recipient is unable to avoid the outflow of resources, as it is required to consume the
future economic benefits or service potential embodied in the transferred asset in the
delivery of particular goods or services to third parties, or else to return to the transferor

future economic benefits or service potential. Therefore, when a recipient initially

recognizes an asset that is subject to a condition, the recipient also mcufsa"l'“ﬁﬂ'p\,\
o N

t,’ ’\\4 e -.,f } o

18. As an administrative convenience, a transferred asset, or other ﬂttqre econéh‘uﬁ’ \\

,.R;? t? 2l

\!A

be returned from other assets due to be transferred for other purppses sTHE__‘Fep_Q?tlﬂg S I
/s

benefits or service potential, may be effectively returned by deduqtlrvg the am

entity will still recognize the gross amounts in its financial staten&en:tskihat (§,Jﬂ'}é¢ 4
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entity will recognize a reduction in assets and liabilities for the return of the asset
under the terms of the breached condition, and will reflect the recognition of assets,

liabilities, and/or revenue for the new transfer.
Restrictions on Transferred Assets

19. Restrictions on transferred assets (hereafter referred to as restrictions) do not include
a requirement that the transferred asset, or other future economic benefits or service
potential, is to be returned to the transferor if the asset is not deployed as specified.
Therefore, gaining control of an asset subject to a restriction does not impose on the
recipient a present obligation to transfer future economic benefits or service potential
to third parties when control of the asset is initially gained. Where a recipient is in
breach of a restriction, the transferor, or another party, may have the option of
seeking a penalty against the recipient, by, for example, taking the matter to a court
or other tribunal, or through an administrative process such as a directive from a
government minister or other authority, or otherwise. Such actions may result in the
entity being directed to fulfill the restriction or face a civil or criminal penalty for
defying the court, other tribunal, or authority. Such a penalty is not incurred as a result
of acquiring the asset, but as a result of breaching the restriction.

Substance over Form

20. In determining whether a stipulation is a condition or a restriction, it is necessary to
consider the substance of the terms of the stipulation and not merely its form. The
mere specification that, for example, a transferred asset is required to be consumed
in providing goods and services to third parties or be returned to the transferor is, in

itself, not sufficient to give rise to a liability when the entity gains control of the asset.

21. In determining whether a stipulation is a condition or restriction, the entity considers
whether a requirement to return the asset or other future economic benefits or service
potential is enforceable, and would be enforced by the transferor. If the transferor could
not enforce a requirement to return the asset or other future economic benefits or
service potential, the stipulation fails to meet the definition of a condition, and will be
considered a restriction. If past experience with the transferor indicates that the
transferor never enforces the requirement to return the transferred asset or other
future economic benefits or service potential when breaches have occurred, then the
recipient entity may conclude that the stipulation has the form but not the substance
of a condition, and is, therefore, a restriction. If the entity has no experience with the

transferor, or has not previously breached stipulations that would promp)%fé‘trans-
to decide whether to enforce a return of the asset or other future ecorcomc-benqﬁ

o t‘")‘ \

definition of a condition.
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22. The definition of a condition imposes on the recipient entity a performance obligation
— that is, the recipient is required to consume the future economic benefits or service
potential embedded in the transferred asset as specified, or return the asset or other
future economic benefits or service potential to the transferor. To satisfy the definition
of a condition, the performance obligation will be one of substance not merely form,
and is required as a consequence of the condition itself. A term in a transfer agreement
that requires the entity to perform an action that it has no alternative but to perform
may lead the entity to conclude that the term is in substance neither a condition nor
a restriction. This is because, in these cases, the terms of the transfer itself do not
impose on the recipient entity a performance obligation.

23. To satisfy the criteria for recognition as a liability, it is necessary that an outflow of
resources will be probable, and performance against the condition is required and is
able to be assessed. Therefore, a condition will need to specify such matters as the
nature or quantity of the goods and services to be provided or the nature of assets to
be acquired as appropriate and, if relevant, the periods within which performance is
to occur. In addition, performance will need to be monitored by, or on behalf of, the
transferor on an ongoing basis. This is particularly so where a stipulation provides for
a proportionate return of the equivalent value of the asset if the entity partially
performs the requirements of the condition, and the return obligation has been enforced
if significant failures to perform have occurred in the past.

24. In some cases, an asset may be transferred subject to the stipulation that it be returned
to the transferor if a specified future event does not occur. This may occur where, for
example, a national government provides funds to a provincial government entity
subject to the stipulation that the entity raise a matching contribution. In these cases,
a return obligation does not arise until such time as it is expected that the stipulation
will be breached, and a liability is not recognized until the recognition criteria have
been satisfied.

25. However, recipients will need to consider whether these transfers are in  the nature
of an advance receipt. In this Standard, advance receipt refers to resources received
prior to a taxable event or a transfer arrangement becoming binding. Advance receipts
give rise to an asset and a present obligation because the transfer arrangement has not
yet become binding. Where such transfers are in the nature of an exchange transaction,
they will be dealt with in accordance with CPSAS 9.

Taxes

T,
26. Taxes are the major source of revenue for many governments and other quﬁc se.sto?

. “?\

entities. Taxes are defined in paragraph 7 as economic benefits comp’ui;only pal Qr” N\

payable to public sector entities, in accordance with laws or regulapom EStvabl' d"t :1:‘3:}‘

provide revenue to the government, excluding fines or other per{al’aes nﬁp-}gdﬁay oy ‘:

) 74

breaches of laws or regulation. Noncompulsory transfers to the gove}hmém‘orﬂlc.%;
N
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27,

28.

sector entities such as donations and the payment of fees are not taxes, although they
may be the result of non-exchange transactions. A government levies taxation on
individuals and other entities, known as taxpayers, within its jurisdiction by use of its

sovereign powers.

Tax laws and regulations can vary significantly from jurisdiction to jurisdiction, but they
have a number of common characteristics. Tax laws and regulations (a) establish a
government’s right to collect the tax, (b) identify the basis on which the tax is calculated,
and (c) establish procedures to administer the tax, that is, procedures to calculate the
tax receivable and ensure payment is received. Tax laws and regulations often require
taxpayers to file periodic returns to the government agency that administers a
particular tax. The taxpayer generally provides details and evidence of the level of activity
subject to tax, and the amount of tax receivable by the government is calculated.
Arrangements for receipt of taxes vary widely but are normally designed to ensure
that the government receives payments on a regular basis without resorting to legal
action. Tax laws are usually rigorously enforced and often impose severe penalties on

individuals or other entities breaching the law.

Advance receipts, being amounts received in advance of the taxable event, may also
arise in respect of taxes.

Analysis of the Initial Inflow of Resources from Non-Exchange Transactions

29,

An entity will recognize an asset arising from a non-exchange transaction when it gains
control of resources that meet the definition of an asset and satisfy the recognition
criteria. In certain circumstances, such as when a creditor forgives a liability, a
decrease in the carrying amount of a previously recognized liability may arise. In these
cases, instead of recognizing an asset, the entity decreases the carrying amount of the
liability. In some cases, gaining control of the asset may also carry with it obligations
that the entity will recognize as a liability. Contributions from owners do not give rise
to revenue, so each type of transaction is analyzed, and any contributions from owners
are accounted for separately. Consistent with the approach set out in this Standard,
entities will analyze non-exchange transactions to determine which elements of
general purpose financial statements will be recognized as a result of the transactions.
The flow chart on the following page illustrates the analytic process an entity undertakes
when there is an inflow of resources to determine whether revenue arises. This Standard
follows the structure of the flowchart. Requirements for the treatment of transactions

are set out in paragraphs 30-115.
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lllustration of the Analysis of Initial Inflows of Resources *

Does the inflow give rise to No Do not recognize
an item that meets the »/ anincreaseinan
definition of an asset? asset, consider

(CPSAS 1) disclosure.
(Paragraph 36)
Yes
\ 4
Does the inflow satisfy the ;
criteria for recognitionyas an he < Do.not recognlze
»( anincreaseinan
asset?? (Paragraph 31) sissel cansider

L Yes disclosure.
(Paragraph 36)

Does the inflow result from Is the
a contribution from transaction a
owners? (Paragraphs 37— » non-exchange
38) transaction? No Refer to other
(Paragraphs “ CPSASs.
Yes 39—41)
Yes
Refer to other CPSASs
‘ Recognize
Has the entity satisfied all of the No * A asseLand r'evgr.wue' e
hobilloati sdite ik extent that a liability is not
pre‘sen o? igations relate o3 e —p also recognized; and
inflow? (Paragraph 50-56) « A liability to the extent that

the present obligations
Yes have not been satisfied.
(Paragraphs 44-45)

Recognize an asset and recognize
revenue. (Paragraph 44)

1. The flowchartis illustrative only, it does not take the place of this Standard. It is provided

as an aid to interpreting this Standard.

2. In certain circumstances, such as when a creditor forgives a liability, a decrease in the

carrying amount of a previously recognized liability may arise. In these cases, i

recognizing an asset, the entity decreases the carrying amount of the Ila’d(llty,* ‘

<
Vs ﬁ* s :

3. In determining whether the entity has satisfied all of the present obllgatléns the@pphcatx

of the definition of conditions on a transferred asset, and the crlter§a for rec HiZIE

liability, are considered.
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Recognition of Assets

30. Assets are defined in CPSAS 1 as resources controlled by an entity as a result of past
events, and from which future economic benefits or service potential are expected to

flow to the entity.

31 An inflow of resources from a non-exchange transaction, other than services in-kind,
that meets the definition of an asset shall be recognized as an asset when, and only
when:

(a) It is probable that the future economic benefits or service potential associated
with the asset will flow to the entity; and

(b) The fair value of the asset can be measured reliably.
Control of an Asset

32. The ability to exclude or regulate the access of others to the benefits of an asset is an
essential element of control that distinguishes an entity’s assets from those public goods
that all entities have access to and benefit from. In the public sector, governments
exercise a regulatory role over certain activities, for example, financial institutions or
pension funds. This regulatory role does not necessarily mean that such regulated items
meet the definition of an asset of the government, or satisfy the criteria for recognition
as an asset in the general purpose financial statements of the government that regulates
those assets. In accordance with paragraph 98, entities may, but are not required, to
recognize services in-kind.

33. An announcement of an intention to transfer resources to a public sector entity is not
of itself sufficient to identify resources as controlled by a recipient. For example, if a
public school were destroyed by a forest fire and a government announced its intention
to transfer funds to rebuild the school, the school would not recognize an inflow of
resources (resources receivable) at the time of the announcement. In circumstances
where a transfer agreement is required before resources can be transferred, a recipient
entity will not identify resources as controlled until such time as the agreement is
binding, because the recipient entity cannot exclude or regulate the access of the
transferor to the resources. In many instances, the entity will need to establish
enforceability of its control of resources before it can recognize an asset. If an entity does
not have an enforceable claim to resources, it cannot exclude or regulate the transferor’s

access to those resources.

Past Event

34, Public sector entities normally obtain assets from governments, other en}}trésmt

R
taxpayers, or by purchasing or producing them. Therefore, the past eveﬂ_tthat grves\r RN

to control of an asset may be a purchase, a taxable event, or a transfer Tfaa;actjon§ br,.':,\\

fea LY

in the form of a claim against a taxpayer.

CPSAS 23 Page 12 of 27



REVENUE FROM NON-EXCHANGE TRANSACTIONS (TAXES AND TRANSFERS)

Probable Inflow of Resources

35. An inflow of resources is probable when the inflow is more likely than not to occur.
The entity bases this determination on its past experience with similar types of flows
of resources and its expectations regarding the taxpayer or transferor. For example,
where (a) a government agrees to transfer funds to a public sector entity (reporting
entity), (b) the agreement is binding, and (c) the government has a history of transferring
agreed resources, it is probable that the inflow will occur, notwithstanding that the
funds have not been transferred at the reporting date.

Contingent Assets

36. An item that possesses the essential characteristics of an asset, but fails to satisfy the
criteria for recognition, may warrant disclosure in the notes as a contingent asset (see
CPSAS 19).

Contributions from Owners

37. Contributions from owners are defined in CPSAS 1. For a transaction to qualify as a
contribution from owners, it will be necessary to satisfy the characteristics identified
in that definition. In determining whether a transaction satisfies the definition of a
contribution from owners, the substance rather than the form of the transaction is
considered. Paragraph 38 indicates the form that contributions from owners may take.
If, despite the form of the transaction, the substance is clearly that of a loan or another
kind of liability, or revenue, the entity recognizes it as such and makes an appropriate
disclosure in the notes to the general purpose financial statements, if material. For
example, if a transaction purports to be a contribution from owners, but specifies that
the reporting entity will pay fixed distributions to the transferor, with a return of the
transferor’s investment at a specified future time, the transaction is more characteristic
of aloan. For contractual arrangements, an entity also considers the guidance in CPSAS 28,
Financial Instruments: Presentation when distinguishing liabilities from contributions

from owners.
38. A contribution from owners may be evidenced by, for example:

(a) A formal designation of the transfer (or a class of such transfers) by the contributor
or a controlling entity of the contributor as forming part of the recipient’s
contributed net assets/equity, either before the contribution occurs or at the

time of the contribution;

o e

(b) A formal agreement, in relation to the contribution, establlshlngor mcrea:s

an existing financial interest in the net assets/equity of the remblem tha’t\car,s"‘\
’_/ . .
be sold, transferred, or redeemed; or ,‘;'_-r; [ & 3

\!.\.

(c) The issuance, in relation to the contribution, of equity mstr&tmﬁﬁnts‘ﬁfiam ’

sold, transferred, or redeemed. \\\::'.",": '
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Exchange and Non-Exchange Components of a Transaction

39, Paragraphs 40 and 41 below address circumstances in which an entity gains control of
resources embodying future economic benefits or service potential other than by

contributions from owners.

40. Paragraph 11 of CPSAS 9, defines exchange transactions and non-exchange transactions,
and paragraph 10 of this Standard note that a transaction may include two components,

an exchange component and a non-exchange component.

41. Where an asset is acquired by means of a transaction that has an exchange component
and a non-exchange component, the entity recognizes the exchange component
according to the principles and requirements of other CPSASs. The non-exchange
component is recognized according to the principles and requirements of this Standard.
In determining whether a transaction has identifiable exchange and non-exchange
components, professional judgment is exercised. Where it is not possible to distinguish
separate exchange and non-exchange components, the transaction is treated as a non-

exchange transaction.
Measurement of Assets on Initial Recognition

42. An asset acquired through a non-exchange transaction shall initially be measured at
its fair value as at the date of acquisition.

43, Consistent with CPSAS 12, Inventories, CPSAS 16, Investment Property, and CPSAS 17,
Property, Plant, and Equipment and CPSAS 41, Financial Instruments, assets acquired
through non-exchange transactions are measured at their fair value as at the date of
acquisition.

Recognition of Revenue from Non-Exchange Transactions

44, An inflow of resources from a non-exchange transaction recognized as an asset shall
be recognized as revenue, except to the extent that a liability is also recognized in
respect of the same inflow.

45, As an entity satisfies a present obligation recognized as a liability in respect of an
inflow of resources from a non-exchange transaction recognized as an asset, it shall
reduce the carrying amount of the liability recognized and recognize an amount of
revenue equal to that reduction.

46. When an entity recognizes an increase in net assets as a result of a non ex,cbggge
transaction, it recognizes revenue. If it has recognized a liability in respegt 6f th'a'inﬂ
resources arising from the non-exchange transaction, when the Ilabllnyrfsﬂsdﬁseque‘nﬂﬁ( 5%

reduced, because the taxable event occurs or a condition is SatI?”fl-ed |t reeo ; j}ze-§ _',

itis not recognlzed as a liability or revenue.
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47. The timing of revenue recognition is determined by the nature of the conditions and
their settlement. For example, if a condition specifies that the entity is to provide goods
or services to third parties, or return unused funds to the transferor, revenue is recognized

as goods or services are provided.
Measurement of Revenue from Non-Exchange Transactions

48. Revenue from non-exchange transactions shall be measured at the amount of the
increase in net assets recognized by the entity.

49, When, as a result of a non-exchange transaction, an entity recognizes an asset, it also
recognizes revenue equivalent to the amount of the asset measured in accordance with
paragraph 42, unless it is also required to recognize a liability. Where a liability is required
to be recognized it will be measured in accordance with the requirements of paragraph
57, and the amount of the increase in net assets, if any, will be recognized as revenue.
When a liability is subsequently reduced, because the taxable event occurs, or a condition

is satisfied, the amount of the reduction in the liability will be recognized as revenue.
Present Obligations Recognized as Liabilities

50. A present obligation arising from a non-exchange transaction that meets the definition
of a liability shall be recognized as a liability when, and only when:

(a) It is probable that an outflow of resources embodying future economic benefits
or service potential will be required to settle the obligation; and

(b) A reliable estimate can be made of the amount of the obligation.

Present Obligation

51. A present obligation is a duty to act or perform in a certain way, and may give rise to a
liability in respect of any non-exchange transaction. Present obligations may be imposed
by stipulations in laws or regulations or binding arrangements establishing the basis of
transfers. They may also arise from the normal operating environment, such as the
recognition of advance receipts.

52. In many instances, taxes are levied and assets are transferred to public sector entities in
non-exchange transactions pursuant to laws, regulation, or other binding arrangements

that impose stipulations that they be used for particular purposes. For example:

(a) Taxes, the use of which is limited by laws or regulations to specified purposes;

ransfers, established by a binding arrangement that includes conditions:—=
(b)  Transf tablished by a bindi t that includ tions;
A7 KT ¢ LTS

/i o

(i) From national governments to provincial, state or Ioc;;éﬂ,g
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(ii) From state/provincial governments to local governr&je”figg &
1} '2;'_'. 1

(iii)  From governments to other public sector entities; ‘\\"‘, \
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(iv) To governmental agencies that are created by laws or regulation to perform
specific functions with operational autonomy, such as statutory authorities

or regional boards or authorities; and
(v) From donor agencies to governments or other public sector entities.

53. In the normal course of operations, a reporting entity may accept resources prior to a
taxable event occurring. In such circumstances, a liability of an amount equal to the

amount of the advance receipt is recognized until the taxable event occurs.

54, If a reporting entity receives resources prior to the existence of a binding transfer
arrangement, it recognizes a liability for an advance receipt until such time as the

arrangement becomes binding.
Conditions on a Transferred Asset

55. Conditions on a transferred asset give rise to a present obligation on initial recognition
that will be recognized in accordance with paragraph 50.

56. Stipulations are defined in paragraph 7. Paragraphs 14-25 provide guidance on determining
whether a stipulation is a condition or a restriction. An entity analyzes any and all
stipulations attached to an inflow of resources, to determine whether those stipulations
impose conditions or restrictions.

Measurement of Liabilities on Initial Recognition

57 The amount recognized as a liability shall be the best estimate of the amount required
to settle the present obligation at the reporting date.

58. The estimate takes account of the risks and uncertainties that surround the events
causing the liability to be recognized. Where the time value of money is material, the
liability will be measured at the present value of the amount expected to be required to
settle the obligation. This requirement is in accordance with the principles established
in CPSAS 19.

Taxes

59. An entity shall recognize an asset in respect of taxes when the taxable event occurs
and the asset recognition criteria are met.

60. Resources arising from taxes satisfy the definition of an asset when the entity controls
the resources as a result of a past event (the taxable event) and expects to receive

future economic benefits or service potential from those resources. Resoyr.ces..a.usmg

from taxes satisfy the criteria for recognition as an asset when it is pro'bab'ie thc‘ﬁ‘eg

e ."

inflow of resources will occur and their fair value can be reliably measurécf Tﬁe ciegreé\of’ \

probability attached to the inflow of resources is determined on the baswoﬂe\('a% qe \,
y . f4d 13
available at the time of initial recognition, which includes, but is not ﬁmrted‘tb’ .s.ci@seure,
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of the taxable event by the taxpayer. ‘\‘\ KPR j’ //i
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61.

62.

63.

64.

Taxation revenue arises only for the government that imposes the tax, and not for other
entities. For example, where the national government imposes a tax that is collected
by its taxation agency, assets and revenue accrue to the government, not the taxation
agency. Further, where a national government imposes a sales tax, the entire proceeds
of which it passes to state governments, based on a continuing appropriation, the
national government recognizes assets and revenue for the tax, and a decrease in
assets and an expense for the transfer to state governments. The state governments
will recognize assets and revenue for the transfer. Where a single entity collects taxes
on behalf of several other entities, it is acting as an agent for all of them. For example,
where a state taxation agency collects income tax for the state government and several
city governments, it does not recognize revenue in respect of the taxes collected —
rather, the individual governments that impose the taxes recognize assets and revenue
in respect of the taxes.

Taxes do not satisfy the definition of contributions from owners, because the payment
of taxes does not give the taxpayers a right to receive (a) distributions of future
economic benefits or service potential by the entity during its life, or (b) distribution of
any excess of assets over liabilities in the event of the government being wound up.
Nor does the payment of taxes provide taxpayers with an ownership right in the
government that can be sold, exchanged, transferred, or redeemed.

Taxes satisfy the definition of non-exchange transaction because the taxpayer transfers
resources to the government, without receiving approximately equal value directly in
exchange. While the taxpayer may benefit from a range of social policies established
by the government, these are not provided directly in exchange as consideration for
the payment of taxes.

As noted in paragraph 52, some taxes are levied for specific purposes. If the government
is required to recognize a liability in respect of any conditions relating to assets
recognized as a consequence of specific purpose tax levies, it does not recognize
revenue until the condition is satisfied and the liability is reduced. However, in most cases,
taxes levied for specific purposes are not expected to give rise to a liability, because the

specific purposes amount to restrictions not conditions.

The Taxable Event

65.

Similar types of taxes are levied in many jurisdictions. The reporting entity analyzes the
taxation law in its own jurisdiction to determine what the taxable event is for the various
taxes levied. Unless otherwise specified in laws or regulations, it is likely that the taxable
event for:

(a) Income tax is the earning of assessable income during the taxatllon pe’r/lad b?‘t’h’ 3

(b)  Value-added tax is the undertaking of taxable activity during théz axa{‘m»pe‘ﬁ

I
o ,.J ’

by the taxpayer; R\ \: ‘\ ,w..ﬁ 15
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(c) Goods and services tax is the purchase or sale of taxable goods and services

during the taxation period;

(d)  Customs dutyis the movement of dutiable goods or services across the customs

boundary;
(e)  Death duty is the death of a person owning taxable property; and

(f) Property tax is the passing of the date on which the tax is levied, or the period
for which the tax is levied, if the tax is levied on a periodic basis.

Advance Receipts of Taxes

66.

Consistent with the definitions of assets, liabilities, and the requirements of paragraph
59, resources for taxes received prior to the occurrence of the taxable event are
recognized as an asset and a liability (advance receipts), because (a) the event that gives rise
to the entity’s entitlement to the taxes has not occurred, and (b) the criteria for recognition
of taxation revenue have not been satisfied (see paragraph 59), notwithstanding that
the entity has already received an inflow of resources. Advance receipts in respect of
taxes are not fundamentally different from other advance receipts, so a liability is recognized
until the taxable event occurs. When the taxable event occurs, the liability is discharged
and revenue is recognized.

Measurement of Assets Arising from Taxation Transactions

67.

68.

Paragraph 42 requires that assets arising from taxation transactions be measured at
their fair value as at the date of acquisition. Assets arising from taxation transactions
are measured at the best estimate of the inflow of resources to the entity. Reporting
entities will develop accounting policies for the measurement of assets arising from
taxation transactions that conform with the requirements of paragraph 42. The accounting
policies for estimating these assets will take account of both the probability that the
resources arising from taxation transactions will flow to the government, and the fair
value of the resultant assets.

Where there is a separation between the timing of the taxable event and collection of
taxes, public sector entities may reliably measure assets arising from taxation transactions
by using, for example, statistical models based on the history of collecting the particular
tax in prior periods. These models will include consideration of the timing of cash receipts
from taxpayers, declarations made by taxpayers, and the relationship of taxation receivable
to other events in the economy. Measurement models will also take account of other

factors such as: /;::""—-—~

/ ,cu 7Sy,
(@)  Thetaxlaw allowing taxpayers alonger perlod to file returns than the gev@mﬁ\e’ ,\)\

(b) 7' E : 2 _"_T,:/, ’,‘; ”
(c)
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69.

70.

(d)  Complexities in tax law requiring extended periods for assessing taxes due from

certain taxpayers;

(e)  The potential that the financial and political costs of rigorously enforcing the tax
laws and collecting all the taxes legally due to the government may outweigh
the benefits received,;

(f) The tax law permitting taxpayers to defer payment of some taxes; and

(g)  Avariety of circumstances particular to individual taxes and jurisdictions.

Measuring assets and revenue arising from taxation transactions using statistical models
may result in the actual amount of assets and revenue recognized being different from
the amounts determined in subsequent reporting periods as being due from taxpayers
in respect of the current reporting period. Revisions to estimates are made in accordance
with CPSAS 3, Accounting Policies, Changes in Accounting Estimates and Errors.

In some cases, the assets arising from taxation transactions and the related revenue
cannot be reliably measured until sometime after the taxable event occurs. This may
occur if a tax base is volatile and reliable estimation is not possible. In many cases, the
assets and revenue may be recognized in the period subsequent to the occurrence of
the taxable event. However, there are exceptional circumstances when several reporting
periods will pass before a taxable event results in an inflow of resources embodying
future economic benefits or service potential that meets the definition of an asset and
satisfies the criteria for recognition as an asset. For example, it may take several years
to determine and reliably measure the amount of death duty due in respect of a large
deceased estate because it includes a number of valuable antiques and artworks, which
require specialist valuations. Consequently, the recognition criteria may not be satisfied
until payment is received or receivable.

Expenses Paid Through the Tax System and Tax Expenditures

71.

72.

Taxation revenue shall be determined at a gross amount. It shall not be reduced for
expenses paid through the tax system.

In some jurisdictions, the government uses the tax system as a convenient method of
paying to taxpayers benefits that would otherwise be paid using another payment method,
such as writing a check, directly depositing the amount in a taxpayer’s bank account,
or settling another account on behalf of the taxpayer. For example, a government may

pay part of residents’ health insurance premiums, to encourage the uptake of such

insurance, either by reducing the individual’s tax liability, making a payment
or by paying an amount directly to the insurance company. In these qasle;s.nt-f’re ang‘?)gﬁ
is payable irrespective of whether the individual pays taxes. Conseqqent1 hls.an}ob(nt’ \
is an expense of the government and should be recognlzed separatxelylr'i tFie sfat;em

these expenses paid through the tax system.
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73. Taxation revenue shall not be grossed up for the amount of tax expenditures.

74. In most jurisdictions, governments use the tax system to encourage certain financial
behavior and discourage other behavior. For example, in some jurisdictions, homeowners
are permitted to deduct mortgage interest and property taxes from their gross income
when calculating tax-assessable income. These types of concessions are available only
to taxpayers. If an entity (including a natural person) does not pay tax, it cannot access the
concession. These types of concessions are called tax expenditures. Tax expenditures
are foregone revenue, not expenses, and do not give rise to inflows or outflows of
resources —that is, they do not give rise to assets, liabilities, revenue, or expenses of the
taxing government.

75. The key distinction between expenses paid through the tax system and tax expenditures
is that, for expenses paid through the tax system, the amount is available to recipients
irrespective of whether they pay taxes, or use a particular mechanism to pay their
taxes. CPSAS 1 prohibits the offsetting of items of revenue and expense unless permitted
by another standard. The offsetting of tax revenue and expenses paid through the tax
system is not permitted.

Transfers

76. Subject to paragraph 98, an entity shall recognize an asset in respect of transfers
when the transferred resources meet the definition of an asset and satisfy the criteria
for recognition as an asset.

77. Transfers include grants, debt forgiveness, fines, bequests, gifts, donations, and goods
and services in-kind. All these items have the common attribute that they transfer
resources from one entity to another without providing approximately equal value in
exchange, and are not taxes as defined in this Standard.

78. Transfers satisfy the definition of an asset when the entity controls the resources as a
result of a past event (the transfer), and expects to receive future economic benefits or
service potential from those resources. Transfers satisfy the criteria for recognition as
an asset when it is probable that the inflow of resources will occur, and their fair value
can be reliably measured. In certain circumstances, such as when a creditor forgives a
liability, a decrease in the carrying amount of a previously recognized liability may arise.
In these cases, instead of recognizing an asset as a result of the transfer, the entity
decreases the carrying amount of the liability.

79. An entity obtains control of transferred resources either when the resources have been
transferred to the entity, or the entity has an enforceable claim against the transferor.
Many arrangements to transfer resources become binding on all pames’b’é}‘orei"t\\
transfer of resources takes place. However, sometimes one entity prérmsem tréh%fg})\\
resources, but fails to do so. Consequently, only when (a) a cIalmfis enfcflscl abIéA anda

(b) the entity assesses that it is probable that the inflow of resources wm accq $\§e sm 3
s
liabilities, and/or revenue be recognized. Until that time, the enti cannot exclud,e'on (!

regulate the access of third parties to the benefits of the resources pro‘ﬁgsedfb?’famsfe}’”
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80. Transfers of resources that satisfy the definition of contributions from owners will not
give rise to revenue. Agreements (a) that specify that the entity providing resources is
entitled to distributions of future economic benefits or service potential during the
recipient entity’s life, or distribution of any excess of assets over liabilities in the event that
the recipient entity is wound up, or (b) that specify that the entity providing resources
acquires a financial interest in the recipient entity that can be sold, exchanged, transferred,

or redeemed, are, in substance, agreements to make a contribution from owners.

81. Transfers satisfy the definition of non-exchange transactions because the transferor
provides resources to the recipient entity without the recipient entity providing
approximately equal value directly in exchange. If an agreement stipulates that the
recipient entity is to provide approximately equal value in exchange, the agreement is
not a transfer agreement, but a contract for an exchange transaction that should be
accounted for under CPSAS 9.

82. An entity analyzes all stipulations contained in transfer agreements to determine if it
incurs a liability when it accepts transferred resources.

Measurement of Transferred Assets

83. As required by paragraph 42, transferred assets are measured at their fair value as at
the date of acquisition. Entities develop accounting policies for the recognition and
measurement of assets that are consistent with CPSASs. As noted previously, inventories,
property, plant, equipment, or investment property acquired through non-exchange
transactions are to be initially measured at their fair value as at the date of acquisition,
in accordance with the requirements of CPSAS 12, CPSAS 16, and CPSAS 17. Financial
instruments, including cash and transfers receivable that satisfy the definition of a
financial instrument, and other assets, will also be measured at fair value as at the date
of acquisition in accordance with paragraph 42 and the appropriate accounting policy.

Debt Forgiveness and Assumption of Liabilities

84, Lenders will sometimes waive their right to collect a debt owed by a public sector entity,
effectively canceling the debt. For example, a national government may cancel a loan
owed by a local government. In such circumstances, the local government recognizes
an increase in net assets because a liability it previously recognized is extinguished.

85. Entities recognize revenue in respect of debt forgiveness when the former debt no longer
meets the definition of a liability or satisfies the criteria for recognition as a liability,
provided that the debt forgiveness does not satisfy the definition of a contribution from

owners.

86. Where a controlling entity forgives debt owed by a wholly owned contr@l‘ edenﬁ’ty,@}\
assumes its liabilities, the transaction may be a contribution from owneré a;s dves;qu‘ed

i

in paragraphs 37-38. i .2'

87. Revenue arising from debt forgiveness is measured at the carrying a&pgﬁu‘m of the dé'bj‘/{;

forgiven. RN ':T.',-’vmc:'-. NP
\“\’vtw ow\.),y/

CPSAS 23 Page 21 of 27



REVENUE FROM NON-EXCHANGE TRANSACTIONS (TAXES AND TRANSFERS)

Fines

88. Fines are economic benefits or service potential received or receivable by a public sector
entity, from an individual or other entity, as determined by a court or other law enforcement
body, as a consequence of the individual or other entity breaching the requirements of
laws or regulations. In some jurisdictions, law enforcement officials are able to impose
fines on individuals considered to have breached the law. In these cases, the individual
will normally have the choice of paying the fine, or going to court to defend the matter.
Where a defendant reaches an agreement with a prosecutor that includes the payment
of a penalty instead of being tried in court, the payment is recognized as a fine.

89. Fines normally require an entity to transfer a fixed amount of cash to the government,
and do not impose on the government any obligations which may be recognized as a
liability. As such, fines are recognized as revenue when the receivable meets the definition
of an asset and satisfies the criteria for recognition as an asset set out in paragraph 31.
As noted in paragraph 12, where an entity collects fines in the capacity of an agent, the
fine will not be revenue of the collecting entity. Assets arising from fines are measured
at the best estimate of the inflow of resources to the entity.

Bequests

90. A bequest is a transfer made according to the provisions of a deceased person’s will.
The past event giving rise to the control of resources embodying future economic
benefits or service potential for a bequest occurs when the entity has an enforceable
claim, for example on the death of the testator, or the granting of probate, depending
on the laws of the jurisdiction.

91. Bequests that satisfy the definition of an asset are recognized as assets and revenue
when it is probable that the future economic benefits or service potential will flow to
the entity, and the fair value of the assets can be measured reliably. Determining the
probability of an inflow of future economic benefits or service potential may be
problematic if a period of time elapses between the death of the testator and the entity
receiving any assets. The entity will need to determine if the deceased person’s estate
is sufficient to meet all claims on it, and satisfy all bequests. If the will is disputed, this

will also affect the probability of assets flowing to the entity.

92. The fair value of bequeathed assets is determined in the same manner as for gifts and
donations, as is described in paragraph 97. In jurisdictions where deceased estates are

subject to taxation, the tax authority may already have determined the fair value of the

l

Gifts and Donations, including Goods In-kind ¢
ﬁ ‘v ’1.
93 Gifts and donations are voluntary transfers of assets, including cash cwdi{he*r 0netgfy:
4 /l

assets, goods in-kind, and services in-kind that one entity makes tO%(lUth:EF ﬂeﬂ‘ﬂaj \
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SN

CPSAS 23 Page 22 of 27



REVENUE FROM NON-EXCHANGE TRANSACTIONS (TAXES AND TRANSFERS)

free from stipulations. The transferor may be an entity or an individual. For gifts and
donations of cash or other monetary assets and goods in-kind, the past event giving
rise to the control of resources embodying future economic benefits or service potential
is normally the receipt of the gift or donation. Recognition of gifts or donations of services

in-kind are addressed in paragraphs 98—103 below.

94, Goods in-kind are tangible assets transferred to an entity in a non-exchange transaction,
without charge, but may be subject to stipulations. External assistance provided by
multilateral or bilateral development organizations often includes a component of
goods in-kind.

95. Gifts and donations (other than services in-kind) are recognized as assets and revenue
when it is probable that the future economic benefits or service potential will flow to the
entity and the fair value of the assets can be measured reliably. With gifts and donations,
the making of the gift or donation and the transfer of legal title are often simultaneous;
in such circumstances, there is no doubt as to the future economic benefits flowing to
the entity.

96. Goods in-kind are recognized as assets when the goods are received, or there is a binding
arrangement to receive the goods. If goods in-kind are received without conditions attached,
revenue is recognized immediately. If conditions are attached, a liability is recognized,
which is reduced and revenue recognized as the conditions are satisfied.

97. On initial recognition, gifts and donations including goods in-kind are measured at their
fair value as at the date of acquisition, which may be ascertained by reference to an active
market, or by appraisal. An appraisal of the value of an asset is normally undertaken by
a member of the valuation profession who holds a recognized and relevant professional
qualification. For many assets, the fair value will be readily ascertainable by reference
to quoted prices in an active and liquid market. For example, current market prices can
usually be obtained for land, non-specialized buildings, motor vehicles and many types

of plant and equipment.
Services In-kind

98. An entity may, but is not required to, recognize services in-kind as revenue and as an
asset.

99. Services in-kind are services provided by individuals to public sector entities in a non-
exchange transaction. These services meet the definition of an asset because the entity
controls a resource from which future economic benefits or service potential are
expected to flow to the entity. These assets are, however, lmmedlately}:@ﬁstr'ﬁi'ﬁ'd’“ d
a transaction of equal value is also recognized to reflect the consump‘tlowefx{\h::k

‘,:’)‘ \

services in-kind. For example, a public school that receives volunteerfsg.rrvmes@rbm \

] )
teachers’ aides, the fair value of which can be reliably measure&, smay r iz én*’*ij
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100.

101.

102.

103.

However, services in-kind may also be utilized to construct an asset, in which case the
amount recognized in respect of services in-kind is included in the cost of the asset

being constructed.

Public sector entities may be recipients of services in-kind under voluntary or non-
voluntary schemes operated in the public interest. For example:

(a)  Technical assistance from other governments or international organizations;

(b)  Persons convicted of offenses may be required to perform community service
for a public sector entity;

(c) Public hospitals may receive the services of volunteers;

(d)  Public schools may receive voluntary services from parents as teachers’ aides
or as board members; and

(e)  Local governments may receive the services of volunteer fire fighters.

Some services in-kind do not meet the definition of an asset because the entity has
insufficient control over the services provided. In other circumstances, the entity may
have control over the services in-kind, but may not be able to measure them reliably,
and thus they fail to satisfy the criteria for recognition as an asset. Entities may,
however, be able to measure the fair value of certain services in-kind, such as professional
or other services in-kind that are otherwise readily available in the national or international
marketplace. When determining the fair value of the types of services in-kind described
in paragraph 100, the entity may conclude that the value of the services is not material.
In many instances, services in-kind are rendered by persons with little or no training,
and are fundamentally different from the services the entity would acquire if the
services in-kind were not available.

Due to the many uncertainties surrounding services in-kind, including the ability to
exercise control over the services, and measuring the fair value of the services, this
Standard does not require the recognition of services in-kind. Paragraph 108, however,
encourages the disclosure of the nature and type of services in-kind received during
the reporting period. As for all disclosures, disclosures relating to services in-kind are
only made if they are material. For some public sector entities, the services provided
by volunteers are not material in amount, but may be material by nature.

In developing an accounting policy addressing a class of services in-kind, various factors
would be considered, including the effects of those services in-kind on the financial
position, performance, and cash flows of the entity. The extent to which an entity is
dependent on a class of services in-kind to meet its objectives, may influence the

accounting policy an entity develops regarding the recognition of assets, /Eﬁ?:ex

an entity that is dependent on a class of services in-kind to meet its oblectl’yes, ma“v}b.é\

:)"

more likely to recognize those services in-kind that meet the deflnlpcm af an asset a‘nd

also considered.
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Pledges

104.

Pledges are unenforceable undertakings to transfer assets to the recipient entity.
Pledges do not meet the definition of an asset, because the recipient entity is unable
to control the access of the transferor to the future economic benefits or service
potential embodied in the item pledged. Entities do not recognize pledged items as assets
or revenue. If the pledged item is subsequently transferred to the recipient entity, it is
recognized as a gift or donation, in accordance with paragraphs 93—97 above. Pledges
may warrant disclosure as contingent assets under the requirements of CPSAS 19.

Advance Receipts of Transfers

105.

Where an entity receives resources before a transfer arrangement becomes binding,
the resources are recognized as an asset when they meet the definition of an asset and
satisfy the criteria for recognition as an asset. The entity will also recognize an advance
receipt liability if the transfer arrangement is not yet binding. Advance receipts in
respect of transfers are not fundamentally different from other advance receipts, so a
liability is recognized until the event that makes the transfer arrangement binding occurs,
and all other conditions under the agreement are fulfilled. When that event occurs and
all other conditions under the agreement are fulfilled, the liability is discharged and
revenue is recognized.

Concessionary Loans

105A.

1058B.

Concessionary loans are loans received by an entity at below market terms. The portion
of the loan that is repayable, along with any interest payments, is an exchange transaction
and is accounted for in accordance with CPSAS 41. An entity considers whether any
difference between the transaction price (loan proceeds) and the fair value of the loan
on initial recognition (see CPSAS 41) is non-exchange revenue that should be accounted
for in accordance with this Standard.

Where an entity determines that the difference between the transaction price (loan
proceeds) and the fair value of the loan on initial recognition is non- exchange revenue,
an entity recognizes the difference as revenue, except if a present obligation exists,
e.g., Where specific conditions imposed on the transferred assets by the recipient result
in a present obligation. Where a present obligation exists, it is recognized as a liability.
As the entity satisfies the present obligation, the liability is reduced and an equal amount

of revenue is recognized.

Disclosures

106.

An entity shall disclose either on the face of, or in the notes to, the gener

financial statements: '
(@)  The amount of revenue from non-exchange transactions re(:ogmze@du'nn ) i
period by major classes showing separately: i % ;
(i) Taxes, showing separately major classes of taxes; and\:,. ;
(ii)  Transfers, showing separately major classes of transfer\rqyenue-w '
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107.

108.

109.

110.

111.

(b)  The amount of receivables recognized in respect of non-exchange revenue;

(c)  The amount of liabilities recognized in respect of transferred assets subject to
conditions;

(cA) The amount of liabilities recognized in respect of concessionary loans that are
subject to conditions on transferred assets;

(d)  amount of assets recognized that are subject to restrictions and the nature of
those restrictions;

(e)  The existence and amounts of any advance receipts in respect of non-exchange
transactions; and

(f) The amount of any liabilities forgiven.

An entity shall disclose in the notes to the general purpose financial statements:

(@) The accounting policies adopted for the recognition of revenue from non-
exchange transactions;

(b)  For major classes of revenue from non-exchange transactions, the basis on
which the fair value of inflowing resources was measured;

(c) For major classes of taxation revenue that the entity cannot measure reliably
during the period in which the taxable event occurs, information about the
nature of the tax; and

(d)  The nature and type of major classes of bequests, gifts, and donations, showing
separately major classes of goods in-kind received.

Entities are encouraged to disclose the nature and type of major classes of services in-
kind received, including those not recognized. The extent to which an entity is dependent
on a class of services in-kind will determine the disclosures it makes in respect of that

class.

The disclosures required by paragraphs 106 and 107 assist the reporting entity to satisfy
the objectives of financial reporting, as set out in CPSAS 1, which is to provide information
useful for decision making, and to demonstrate the accountability of the entity for the
resources entrusted to it.

Disclosure of the major classes of revenue assists users to make informed judgments

about the entity’s exposure to particular revenue streams.

Conditions and restrictions impose limits on the use of assets, which impacts the
e

operations of the entity. Disclosure of (a) the amount of liabilities recogrfzedm Te!

AN

of conditions, and (b) the amount of assets subject to restrictions a55|sts usefé. in mak}ng\,‘\

paragraph 106(c).
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112.

113.

114.

115.

Paragraph 106(e) requires entities to disclose the existence of advance receipts in
respect of non-exchange transactions. These liabilities carry the risk that the entity will
have to make a sacrifice of future economic benefits or service potential if the taxable
event does not occur, or a transfer arrangement does not become binding. Disclosure of
these advance receipts assists users to make judgments about the entity’s future revenue

and net asset position.

As noted in paragraph 68, in many cases an entity will be able to reliably measure assets
and revenue arising from taxation transactions, using, for example, statistical models.
However, there may be exceptional circumstances where an entity is unable to reliably
measure the assets and revenue arising until one or more reporting periods has elapsed
since the taxable event occurred. In these cases, the entity makes disclosures about the
nature of major classes of taxation that cannot be reliably measured, and therefore
recognized, during the reporting period in which the taxable event occurs. These disclosures
assist users to make informed judgments about the entity’s future revenue and net
asset position.

Paragraph 107(d) requires entities to make disclosures about the nature and type of
major classes of gifts, donations, and bequests it has received. These inflows of resources
are received at the discretion of the transferor, which exposes the entity to the risk that,
in future periods, such sources of resources may change significantly. Such disclosures
assist users to make informed judgments about the entity’s future revenue and net
asset position.

Where services in-kind meet the definition of an asset and satisfy the criteria for
recognition as an asset, entities may elect to recognize these services in-kind and measure
them at their fair value. Paragraph 108 encourages an entity to make disclosures about
the nature and type of all services in-kind received, whether they are recognized or not.
Such disclosures may assist users to make informed judgments about (a) the contribution
made by such services to the achievement of the entity’s objectives during the reporting
period, and (b) the entity’s dependence on such services for the achievement of its

objectives in the future.
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