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Basis for Conclusions

This Basis for Conclusions accompanies, but is not part of, IPSAS 31.

Background

BCL.

BC2.

Scope
BC3.

BC4.

BC4A.

BCS.

BC6.

BC7.

The IPSASB’s IFRSs Convergence Program is an important element in IPSASB’s work program. The
IPSASB’s policy is to converge accrual basis IPSASs with IFRSs issued by the IASB where appropriate
for public sector entities.

Accrual basis IPSASs that are converged with IFRSs maintain the requirements, structure and text of the
IFRSs, unless there is a public sector specific reason for a departure. Departure from the equivalent IFRS
occurs when requirements or terminology in the IFRS are not appropriate for the public sector, or when
inclusion of additional commentary or examples is necessary to illustrate certain requirements in the
public sector context. Differences between IPSASs and their equivalent IFRSs are identified in the
Comparison with IFRS included in each IPSAS. The Comparison with IAS 38 references the
December 31, 2008 version of IAS 38.

The Board considered whether powers and rights conferred by legislation, a constitution, or by equivalent
means should be included in the scope of the Standard. The Board has not formed a view on this topic
and therefore, these powers and rights are excluded from the scope of this Standard. The Board is
currently developing a Conceptual Framework and will reconsider, if necessary, the applicability of this
Standard to powers and rights conferred by legislation, a constitution, or by equivalent means.

IAS 38 contains requirements and guidance on goodwill and intangible assets acquired in a business
combination. In issuing IPSAS 31, the IPSASB considered whether goodwill and intangible assets
acquired in a business combination should be included in the scope of this Standard. The IPSASB has not
yet issued an IPSAS dealing with business combinations and considered it likely that a number of public
sector specific issues will arise when combinations of public sector entities take place. The IPSASB
concluded at that time that goodwill and intangible assets acquired in a business combination should not
be included in the scope of this Standard. In accordance with the hierarchy in IPSAS 3, Accounting
Policies, Changes in Accounting Policies and Errors, users were referred to the requirements of the
relevant international or national accounting standards dealing with goodwill and intangible assets
acquired in a business combination.

Subsequently, the IPSASB issued IPSAS 40, Public Sector Combinations. IPSAS 40 specifies the
accounting for public sector combinations, including the initial recognition and measurement of
intangible assets. IPSAS 40 does not specify the subsequent measurement and disclosure of intangible
assets recognized as part of a public sector combination. Consequently, the IPSASB reconsidered whether
goodwill and intangible assets recognized in a public sector combination should be included in the scope
of this Standard. The IPSASB agreed that such assets should be included in the scope of this Standard as
a result of the IPSASB issuing IPSAS 40, and amended the Standard accordingly.

IAS 38 contains requirements on exchanges of assets when the exchange transaction lacks commercial
substance. The IPSASB considered whether this guidance is necessary and concluded that it was not
necessary because this issue is addressed in IPSAS 23.

The IASB has issued an Interpretation of IAS 38 dealing with accounting for website costs. The IPSASB
believes the guidance contained in SIC 32 isrelevant to the public sector. Accordingly, IPSAS 31 includes
as application guidance the definitions and guidance contained in SIC 32. This application guidance is an
integral part of IPSAS 31. The appendix in SIC 32 that illustrates the relevant accounting principles and
how they are linked to IPSAS 31 is included in the illustrative examples.

The Standard does not address emissions trading schemes. The IPSASB noted that, emissions trading
schemes a government has established are a type of powers and rights conferred by legislation, a
constitution, or by equivalent means, which are excluded from the scope of the Standard (see
paragraph BC3). A government may acquire permits under emissions trading schemes. The treatment of
such permits is currently being studied by some international and national standard-setting bodies and a
consensus has not been reached on the appropriate accounting treatment. The IPSASB will reconsider, if
necessary, the applicability of this Standard to emissions trading schemes.
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Intangible Assets Acquired through a Non-Exchange Transaction

BCS.

IPSAS 23 prescribes the initial recognition, initial measurement and disclosure of assets and liabilities
arising from non-exchange revenue transactions. This Standard addresses the circumstance where an
intangible asset is acquired through a non-exchange transaction. The IPSASB agreed that, for intangible
assets arising from such transactions, an entity applies the requirements of IPSAS 23 in conjunction with
this Standard for initial measurement of the intangible asset and, accordingly, considers directly
attributable costs specified in this Standard.

Revaluation Model

BCO.

The revaluation model proposed in IPSAS 31 is similar to that in IAS 38 which requires revaluations to
be accounted for on an asset-by-asset basis. IPSAS 17, Property, Plant, and Equipment requires
revaluations to be accounted for by class of assets rather than by individual asset. The IPSASB considered
this approach for intangible assets, but concluded that it was not necessary because intangible assets differ
from property, plant, and equipment in that they are less likely to be homogeneous. One of the major
types of intangible assets of public sector entities is internally-developed software, for which detailed
information is available on an individual asset basis. Consequently, the IPSASB concluded that it was
appropriate to require revalued intangible assets to be accounted for on an asset-by-asset basis.

Revision of IPSAS 31 as a result of IASB’s Improvements to IFRSs and Narrow Scope Amendments issued
in December 2013 and May 2014

BC10.

The IPSASB reviewed the revisions to IAS 38 included in the Improvements to IFRSs and Clarification
of Acceptable Methods of Depreciation and Amortisation issued by the 1ASB in December 2013 and
May 2014 and generally concurred that there was no public sector specific reason for not adopting the
amendments.

Revision of IPSAS 31 as a result of Part Il of Improvements to IPSASs 2015: issues raised by stakeholders

BC11.

Stakeholders indicated that IPSASs referred to non-current assets held for sale and disposal groups
inconsistently. The IPSASB concluded that IFRS 5, Non-current Assets Held for Sale and Discontinued
Operations, may only be appropriate for the public sector in certain circumstances, for the following
reasons:

(@)  Sales of assets in the public sector may not be completed within one year because of the levels of
approval required. This raises questions about the relevance and consistency of information
provided in accordance with IFRS 5. In particular, the IPSASB notes that, under IFRS 5, non-
current assets held for sale are not depreciated. The IPSASB has concerns that not depreciating
assets for an extended period of time may be inappropriate.

(b)  Manyassets in the public sector are disposed of through a transfer or distribution for no or nominal
consideration. As IFRS 5 deals with sales at fair value, the measurement and disclosure
requirements may not provide relevant information for these transfers. However, the IPSASB
recognizes that the measurement and disclosure requirements in IFRS 5 may be appropriate where
sales are intended to take place at fair value.

(c)  Many discontinued operations in the public sector are operations that previously provided services
at no or nominal cost. As IFRS 5 deals with discontinued operations that were either cash-
generating units or a group of cash-generating units prior to disposal or being classified as held for
sale, the disclosure requirements may not provide relevant information for public sector
discontinued operations. However, the IPSASB recognizes that the disclosure requirements in
IFRS 5 may be appropriate where discontinued operations were previously either cash-generating
units or one or more groups of cash generating units.

Because the IPSASB had concluded that IFRS 5 would only be appropriate in the public sector in limited
circumstances, the IPSASB agreed to remove references in IPSAS to international or national accounting
standards dealing with non-current assets held for sale and discontinued operations. The IPSASB had
concerns that retaining this reference may result in entities following the requirements of IFRS 5 in
circumstances where this may not be appropriate. The IPSASB noted that IPSAS 3 provides guidance on
selecting accounting policies for transactions that are not specifically addressed in IPSASs. This guidance

3 IPSAS 31 BASIS FOR CONCLUSIONS



INTANGIBLE ASSETS

would permit entities to adopt an accounting policy that is consistent with IFRS 5 where the entity
considers this is appropriate.

Revision of IPSAS 31 as a result of the IPSASB’s The Applicability of IPSASs, issued in April 2016

BC12. The IPSASB issued The Applicability of IPSASs in April 2016. This pronouncement amends references
in all IPSASs as follows:

(@) Removes the standard paragraphs about the applicability of IPSASs to “public sector entities other
than GBEs” from the scope section of each Standard;

(b)  Replaces the term “GBE” with the term “commercial public sector entities”, where appropriate;
and

(c)  Amends paragraph 10 of the Preface to International Public Sector Accounting Standards by
providing a positive description of public sector entities for which IPSASs are designed.

The reasons for these changes are set out in the Basis for Conclusions to IPSAS 1.

IPSAS 31 BASIS FOR CONCLUSIONS 4



