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REVENUE

Objective

1.

The objective of this Standard is to establish the principles that an entity shall apply to report useful
information to users of financial statements about the nature, amount, timing and uncertainty of
revenue and cash flows arising from revenue transactions.

2. To meet the objective in paragraph 1, this Standard:
(@) Requires an entity to consider the terms of the transaction, and all relevant facts and
circumstances, to determine the type of revenue transaction; and
(b)  Sets out the accounting requirements to account for the revenue transaction.
Scope
3. An entity that prepares and presents financial statements under the accrual basis of

accounting shall apply this Standard in accounting for its revenue transactions. This Standard
does not apply to:

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

(b) A public sector combination within the scope of IPSAS 40, Public Sector Combinations;
(c) The accounting for contributions from owners;
(d) Lease contracts within the scope of IPSAS 43, Leases;

(e) Insurance contracts within the scope of the relevant international or national accounting
standard dealing with insurance contracts’;

()] Financial instruments and other contractual rights or obligations within the scope of
IPSAS 41, Financial Instruments;

() Rights or obligations arising from binding arrangements within the scope of IPSAS 19,
Provisions, Contingent Liabilities and Contingent Assets, IPSAS 32, Service
Concession Arrangements: Grantor, IPSAS 34, Separate Financial Statements,
IPSAS 35, Consolidated Financial Statements, IPSAS 36, Investments in Associates and
Joint Ventures, IPSAS 37, Joint Arrangements, IPSAS 39, Employee Benefits, and
IPSAS 40;

(h) Non-monetary exchanges between entities in the same line of business to facilitate
sales to resource providers or potential resource providers. For example, this Standard
would not apply to a binding arrangement between two public sector entities that agree
to an exchange of electricity to satisfy demand from their resource providers in different
specified locations on a timely basis;

1

There is no equivalent IPSAS and no standard is being developed in the IPSAS literature on insurance contracts.
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(i)  Gains from the sale of non-financial assets that are not an output of an entity’s activities
and are within the scope of IPSAS 16, Investment Property, IPSAS 45, Property, Plant,
and Equipment?, or IPSAS 31, Intangible Assets (see paragraph AG5);

(i) Changes in the value of current and non-current assets arising from subsequent
measurement;

(k) Initial recognition or changes in the fair value of biological assets related to agricultural
activity (see IPSAS 27, Agriculture); and

() The extraction of mineral resources.

Definitions

4,

The following terms are used in this Standard with the meanings specified:

For the purposes of this Standard, a binding arrangement is an arrangement that confers both
rights and obligations, enforceable through legal or equivalent means, on the parties to the
arrangement. (Paragraphs AG10-AG31 provide additional guidance.)

A binding arrangement asset is an entity’s right to consideration for satisfying its compliance
obligations in compliance with the terms of the binding arrangement when that right is
conditioned on something other than the passage of time (for example, the entity’s future
performance).

A binding arrangement liability is an entity’s obligation to satisfy its compliance obligation in
compliance with the terms of the binding arrangement for which the entity has received
consideration (or the amount is due) from the resource provider.

From the perspective of a resource recipient, a capital transfer is an inflow of cash or another
asset that arises from a binding arrangement with a specification that the entity acquires or
constructs a non-financial asset that will be controlled by the entity. (Paragraph AG140
provides additional guidance.)

A compliance obligation is an entity's promise in a binding arrangement to either use
resources? internally for distinct goods or services* or transfer distinct goods or services to
a purchaser or third-party beneficiary.

A customer is a party that has contracted with an entity to obtain goods or services that are
an output of the entity’s activities in exchange for consideration.

Expenses paid through the tax system are amounts that are available to beneficiaries
regardless of whether or not they pay taxes.

If this Standard is applied prior to IPSAS 45, then references to IPSAS 45 in this Standard should refer to
IPSAS 17, Property, Plant, and Equipment.

In this Standard, the term resource includes goods, services, and other assets, which may encompass cash or
non-current assets.

In this Standard, references to goods and services, or goods or services are to be read as incorporating
references to cash and non-current assets.
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Fines are economic benefits or service potential received or receivable by the entity, as
determined by a court or other law enforcement body, as a consequence of the breach of laws
and/or regulations.

Other compulsory contributions and levies is cash or another asset, paid or payable to the
entity, in accordance with laws and/or regulations, established to provide revenue that is to
be used in the provision of specified government programs.

A purchaser is a resource provider that provides a resource to the entity in exchange for
goods or services that are an output of an entity’s activities under a binding arrangement for
its own consumption. (Paragraph AG27 provides additional guidance.)

A resource provider is the party that provides a resource to the entity. (Paragraphs AG26—
AG31 provides additional guidance.)

The stand-alone value (of a good or service) is the price of a good or service that is required
to be used internally, or provided separately to a purchaser or third-party beneficiary.

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 the entity,
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 laws
and/or regulations.

A third-party beneficiary is an entity, household or individual who will benefit from a
transaction made between other parties by receiving resources. (Paragraph AG29 provides
additional guidance.)

For the purposes of this Standard, the transaction consideration is the amount of resources
to which an entity expects to be entitled.

A transfer is a transaction, other than taxes, in which an entity receives a resource from a
resource provider (which may be another entity or an individual) without directly providing
any good, service, or other asset in return.

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

Revenue

5.

Revenue comprises gross inflows of economic benefits or service potential received and receivable
by the 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 are not considered revenue of the agent, as these amounts will not
give rise to an increase in net assets/equity 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.
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Where an entity incurs some cost in relation to revenue arising from a revenue transaction, the
revenue is the gross inflow of future economic benefits or service potential, and any transfer of
resources is recognized as a cost of the transaction. For example, if an entity is required to pay
delivery and installation costs in relation to the transfer of an item of plant to it from another entity
(resource provider), those costs are recognized separately from revenue arising from the transfer of
the item of plant. Delivery and installation costs are recognized in accordance with IPSAS 45.

Taxes

7.

Taxes, which include compulsory contributions and levies, are the major source of revenue for many
governments and other public sector entities. Taxes are defined in paragraph 4 as 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, excluding fines or other
penalties imposed for breaches of laws and/or regulations. Non-compulsory transfers to the
government or public sector entities, such as donations and the payment of fees, are not taxes,
although they may be the result of transactions without a binding arrangement. A government levies
taxation on individuals and other entities, known as taxpayers, within its jurisdiction by use of its
sovereign powers.

The rights (of a government to calculate the tax receivable and ensure payment is received) and
obligations (on the taxpayer to submit returns and monies when due) established in tax laws and/or
regulations do not create binding arrangements between the government and the taxpayer.

Identify the Revenue Transaction

9.

10.

Public sector revenues may arise from transactions without binding arrangements or with binding
arrangements. The majority of revenue of governments and other public sector entities is typically
derived from transactions without binding arrangements, or from transactions with binding
arrangements that do not include transfers of distinct goods or services to external parties.

At inception, an entity should first consider whether it has entered into a revenue transaction
with or without a binding arrangement.

Identify whether a Binding Arrangement Exists

11.

12.

13.

14.

For an arrangement to be binding, it must be enforceable through legal or equivalent means.
Enforceability can arise from various mechanisms, so long as the mechanism(s) provide(s)
the entity with the ability to enforce the terms of the binding arrangement and hold the parties
accountable for the satisfaction of their obligations.

In determining whether an arrangement is enforceable, the entity considers the substance rather than
the legal form of the arrangement. The assessment of whether an arrangement is enforceable is
based on an entity’s ability to enforce the specified terms and conditions of the arrangement and the
satisfaction of the other parties’ stated obligations.

A binding arrangement includes both rights and obligations that are enforceable for two or more of
the parties in the arrangement. Each party’s enforceable rights and obligations within the binding
arrangement are interdependent and inseparable.

Binding arrangements can be evidenced in several ways. A binding arrangement can be written, oral
or implied by an entity’s customary practices. The practices and processes for establishing binding
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arrangements vary across legal jurisdictions, sectors and entities. In addition, they may vary within
an entity (for example, they may depend on the class of the resource provider or the nature of the
entity’s promise in the binding arrangement).

An entity will apply the recognition and measurement criteria in this Standard as follows:

(@) Revenue from transactions without binding arrangements are accounted for by applying
paragraphs 18-55, with guidance specific to taxes in paragraphs 36-55; and

(b) Revenue from transactions with binding arrangements are accounted for by applying
paragraphs 56—147.

Paragraphs AG10-AG31 provide additional guidance on enforceability and binding arrangements.

Revenue from Transactions without Binding Arrangements

Recognition

17.

An entity’s revenue transaction without a binding arrangement may confer rights and/or
obligations. Any entity shall determine if:

(@) Any of its rights in its revenue transaction without binding arrangements meet the
definition of an asset in accordance with paragraphs 18-25; and

(b) Any of its obligations in its revenue transaction without binding arrangements meet the
definition of a liability in accordance with paragraphs 26-27.

Analysis of the Initial Inflow of Resources

18.

19.

An entity may receive an initial inflow of resources from a revenue transaction without a binding
arrangement. The entity recognizes this inflow of resources as an asset if it presently controls the
resources (such as goods, services, or other assets) received as a result of past events, and the
value of the asset can be measured reliably. Control of the resource entails the ability of the entity
to use the resource (or direct other parties on its use) so as to derive the benefit of the service
potential or economic benefits embodied in the resource in achieving its service delivery or other
objectives. A past event that gives the entity control of a resource may be a purchase, a taxable
event, or a transfer. Transactions or events expected to occur in the future do not in themselves give
rise to assets — for example, an intention to levy taxation is not a past event that gives rise to an asset
in the form of a claim against a taxpayer.

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

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, Presentation of Financial Statements discusses the transitional approach to the explanation of
reliability.
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government that regulates those assets. In accordance with paragraph AG143, entities may, but are
not required to, recognize services in-kind.

20. Each type of inflow of resources is analyzed and accounted for separately. In certain circumstances,
such as when a creditor forgives a liability, a decrease in the carrying amount of a previously
recognized liability may give rise to an inflow of resources. In some cases, gaining control of the
inflow of resources may also carry with it obligations that the entity may recognize as a liability until
the obligations are satisfied (in accordance with paragraph 26).

Right to an Inflow of Resources

21. When an entity has not received an inflow of resources for a revenue transaction without a binding
arrangement, it should consider whether it has a right to receive an inflow of goods, services, or other
assets which may be a resource that meets the definition of an asset and is to be recognized as an
asset. The entity bases this determination on the facts and circumstances of its revenue transaction,
its ability to enforce this right through legal or equivalent means, its past experience with similar types
of flows of resources, and its expectations regarding the resource provider’s ability and intention to
provide the resources.

22.  Anannouncement of an intention to transfer resources to a public sector entity is not of itself sufficient
to identify resources as controlled by an entity.®

23. Incircumstances where an agreement is required before resources can be transferred, an entity will
not identify the resources as controlled until such time as the entity’s right in the agreement is
enforceable, because the entity cannot exclude or regulate the access of the resource provider 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 resource provider’s access to those resources.

Contingent Assets
24. 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 IPSAS 19).

Subsequent Consideration of Asset Recognition Criteria

25.  An entity shall continue to assess the revenue transaction, and any inflow of resources received or
to be received, to determine whether the criteria for asset recognition in paragraph 21 are
subsequently met.

Existence and Recognition of a Liability

26. An entity may have an obligation associated with the inflow of resources as a result of entering into
a revenue transaction without a binding arrangement. The obligation meets the definition of a liability
when it is a present obligation of the entity to transfer resources as a result of past events.

6 For example, if a public school were destroyed by a 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.
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For a liability to exist, it is necessary that the entity cannot avoid a transfer of resources as a
consequence of past events, and that the transfer of resources is probable. An entity should consider
the facts and circumstances relating to the revenue transaction to determine if the obligation is
enforceable and requires an incremental transfer of resources if the entity does not satisfy its
obligation(s).

An obligation that meets the definition of a liability shall be recognized as a liability when, and only
when, the amount of the obligation can be measured reliably.

Recognition of Revenue Transactions without Binding Arrangements

29.

When an entity recognizes an inflow or right to an inflow of resources as an asset for a
revenue transaction without a binding arrangement in accordance with paragraphs 18-25, it
recognizes revenue based on the nature of the requirements in its revenue transaction. An
entity shall recognize revenue from a transaction without a binding arrangement:

(@) When (or as) the entity satisfies any obligations associated with the inflow of resources
that meet the definition of a liability; or

(b) Immediately if the entity does not have an enforceable obligation associated with the
inflow of resources.

Measurement

Measurement of Assets from an Inflow of Resources

30.

31.

An inflow of resources or a right to an inflow of resources that meets the definition of an asset
shall initially be measured by the entity at its transaction consideration as at the date at which
the criteria for asset recognition are satisfied. To determine the transaction consideration for
non-cash consideration, an entity shall measure the non-cash consideration (or right to a non-
cash inflow) at its current value, in accordance with the relevant IPSAS.

After initial recognition, an entity shall subsequently measure:
(@) Areceivable asset:
(i)  Within the scope of IPSAS 41 as a financial asset in accordance with IPSAS 41; or

(i)  Not within the scope of IPSAS 41 on the same basis as a financial asset in accordance
with IPSAS 41, by analogy.

(b)  All other assets as prescribed by the applicable IPSAS.

Measurement of Liabilities

32.

33.

The amount recognized as a liability shall be the best estimate of the amount required to settle
the obligation at the reporting date. For the purposes of this Standard, the best estimate of a
liability on initial recognition is limited to the value of the associated asset recognized.

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 shall 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 IPSAS 19.

10
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Measurement of Revenue Transactions without Binding Arrangements

34.

35.

Revenue from transactions without a binding arrangement shall be measured at the amount
of the increase in net assets (e.g., the consideration received or receivable) recognized by the
entity.

When, as a result of a revenue transaction without a binding arrangement, an entity recognizes an
asset, it also recognizes revenue equivalent to the amount of the asset measured in accordance with
paragraph 30, subject to any liability recognized in accordance with paragraphs 26-28.

Taxes

36.

37.

38.

39.

40.

An entity shall recognize an asset in respect of taxes, which include other compulsory
contributions and levies, when the taxable event, or other event giving rise to other
compulsory contributions and levies, occurs and the asset recognition criteria are met.

Tax laws and/or regulations can vary significantly from jurisdiction to jurisdiction, but they have a
number of common characteristics. Tax laws and/or 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/or 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 and/or
regulations are usually rigorously enforced and often impose severe penalties on individuals or other
entities breaching the law.

Resources arising from taxes satisfy the definition of an asset when the entity controls the resources
as a result of past events (taxable events) and expects to receive future economic benefits or service
potential from those resources. Resources arising from taxes satisfy the criteria for recognition as an
asset when they are presently controlled by the entity as a result of past events and their value can
be measured reliably. The entity should consider evidence available at the time of initial recognition,
which includes, but is not limited to, disclosure of the taxable event by the taxpayer.

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 taxes 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

11
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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 are a transaction without a binding arrangement because the taxpayer transfers resources to
the government, and the government is not required to transfer distinct goods or services to the
taxpayer or a third-party beneficiary in return. While the taxpayer may benefit from a range of social
policies established by the government, the taxpayer has no control over which benefits they receive
as a result of the payment of taxes.

Triggering Event for Taxes and Other Compulsory Contributions and Levies

42.

43.

Similar types of taxes are levied in many jurisdictions. The entity analyzes the taxation law in its own
jurisdiction to determine what the taxable event is for the various taxes levied.

Similar types of other compulsory contributions and levies occur in many jurisdictions. The entity
analyzes the law and/or regulation relating to other compulsory contributions and levies in its own
jurisdiction to determine what event the government, legislature, or other authority has determined
will result in the other compulsory contribution or levy. Examples of such events include:

(@ Income being earned (where other compulsory contributions are based on earnings, for
example other compulsory contributions in respect of unemployment benefits which are based
on a percentage of earned income);

(b) The passage of time (where other compulsory contributions to a social benefit are based on
time, for example monthly payments); and

(c) The purchase of goods or services (where levies are based on a percentage of sales, for
example where accident benefit schemes impose a levy on fuel sales).

Advance Receipts of Taxes and Other Compulsory Contributions and Levies

44,

Advance receipts, being amounts received in advance of the taxable event, may also arise in respect
of taxes. Consistent with the definitions of assets, liabilities, and the requirements of paragraph 36,
resources for taxes and other compulsory contributions and levies received prior to the occurrence
of the triggering event for other compulsory contributions and levies 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 or other compulsory contributions and levies has not occurred, and (b) the criteria for
recognition of taxation revenue or revenue from other compulsory contributions and levies have not
been satisfied, notwithstanding that the entity has already received an inflow of resources. Advance
receipts in respect of taxes and other compulsory contributions and levies are not fundamentally
different from other advance receipts, so a liability is recognized until the triggering event for other
compulsory contributions and levies occurs. When the triggering event for other compulsory
contributions and levies occurs, the liability is discharged and revenue is recognized.

Measurement of Assets Arising from Taxation Transactions

45,

Assets arising from taxation transactions are measured in accordance with paragraph 30. An entity
shall consider the terms of the transaction and its customary practices to determine the transaction
consideration. Assets arising from taxation transactions are measured at the best estimate of the
inflow of resources to the entity, which is consistent with the most likely amount (i.e., the single most
likely amount or outcome in a range of possible consideration amounts). The accounting policies for

12
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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 the collection of taxes, public
sector entities may measure assets arising from these transactions by using, for example, statistical
models based on the history of collecting the particular tax, contribution or levy 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, contribution or levy receivable to other events in the
economy. Measurement models will also take account of other factors such as:

(@) The tax law and/or regulation allowing taxpayers a longer period to file returns than the
government is permitted for publishing general purpose financial statements;

(b)  Taxpayers failing to file returns on a timely basis;
(c) Valuing non-monetary assets for tax assessment purposes;

(d) Complexities in tax law and/or regulation 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/or
regulations (or laws and/or regulations relating to other compulsory contributions and levies)
and collecting all the taxes, contributions and levies legally due to the government may
outweigh the benefits received;

) The tax law and/or regulation 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 IPSAS 3, Accounting Policies, Changes
in Accounting Estimates and Errors.

In some cases, the assets arising from taxation transactions cannot be reliably measured until some
time after the taxable event has occurred. This may occur if a tax base is volatile and a 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 the recognition of an asset.
For example, it may take several years to determine and reliably measure the amount of death duty
due in respect of a deceased individual’s large 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.

Measurement of Taxes with Collection Uncertainty

49,

50.

The measurement of assets arising from taxation transactions is limited to the extent that it is highly
probable that a significant reversal of the amount of cumulative revenue recognized will not occur
when the uncertainty associated with the variable consideration is subsequently resolved.

In assessing whether it is highly probable that a significant reversal in the amount of cumulative
revenue recognized will not occur once the uncertainty related to the variable consideration is

13



REVENUE

subsequently resolved, an entity shall consider both the likelihood and the magnitude of the revenue
reversal. Factors that could increase the likelihood or the magnitude of a revenue reversal include,
but are not limited to, any of the following:

(@) The amount of consideration is highly susceptible to factors outside the entity’s influence.
Those factors may include volatility in a market, the judgment or actions of third parties.

(b)  The uncertainty about the amount of consideration is not expected to be resolved for a long
period of time. This uncertainty may result from the amount being determined in a period
subsequent to timing of the obligating event.

(c) The entity’s experience (or other evidence) with similar types of arrangements is limited, or that
experience (or other evidence) has limited predictive value.

(d) The entity has a practice of either offering a broad range of price concessions or changing the
payment terms and conditions of similar arrangements in similar circumstances.

(e) The transaction has a large number and broad range of possible consideration amounts.

Expenses Paid Through the Tax System and Tax Expenditures

51.

52.

53.
54.

55.

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,
by making a payment by check, or by paying an amount directly to the insurance company. In these
cases, the amount is payable irrespective of whether the individual pays taxes. Consequently, this
amount is an expense of the government and should be recognized separately in the statement of
financial performance. Tax revenue should be increased for the amount of any of these expenses
paid through the tax system.

Taxation revenue shall not be grossed up for the amount of tax expenditures.

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.

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 entities irrespective of whether they
pay taxes, or use a particular mechanism to pay their taxes. IPSAS 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.

14



REVENUE

Revenue from Transactions with Binding Arrangements

Recognition

Accounting for the Binding Arrangement

56.

57.

58.

An entity shall account for a binding arrangement using the binding arrangement accounting
model if all of the following criteria are met:

(@) The parties to the binding arrangement have approved the binding arrangement (in
writing, orally or in accordance with other customary practices) and are committed to
perform their respective obligations;

(b) The entity can identify each party’s rights under the binding arrangement;

(c) The entity can identify the payment terms for the satisfaction of each identified
compliance obligation;

(d) The binding arrangement has economic substance (i.e., the risk, timing or amount of
the entity’s future cash flows or service potential is expected to change as a result of
the binding arrangement) (paragraphs AG32-AG34 provide additional guidance for
binding arrangements that require a transfer of distinct goods or services to a purchaser
or third-party beneficiary); and

(e) Itis probable that the entity will collect the consideration to which it will be entitled for
satisfying its compliance obligations in accordance with the terms of the binding
arrangement (paragraphs AG35-AG39 provide additional guidance). In evaluating
whether collectability of an amount of consideration is probable, an entity shall consider
only the resource provider’s ability and intention to pay that amount of consideration
when it is due. The amount of consideration to which the entity will be entitled may be
less than the transaction consideration stated in the binding arrangement if the
consideration is variable because the entity may offer the resource provider a price
concession (see paragraph 115).

If a binding arrangement meets the criteria in paragraph 56 at the inception of the binding
arrangement, an entity shall not reassess those criteria unless there is an indication of a significant
change in facts and circumstances. For example, if a resource provider’s ability to pay the
consideration deteriorates significantly, an entity would reassess whether it is probable that the entity
will collect the consideration to which the entity will be entitled for the satisfaction of any remaining
compliance obligations in the binding arrangement.

When a binding arrangement does not meet all of the criteria in paragraph 56, the entity shall
recognize any consideration received as revenue only when either of the following events has
occurred:

(&) The entity has fully satisfied its compliance obligation to which the consideration that has been
received relates and the consideration received from the resource provider is non-refundable;
or

(b) The binding arrangement has been terminated and the consideration received from the
resource provider is non-refundable.
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An entity shall continue to assess the binding arrangement to determine whether the criteria in
paragraph 56 are subsequently met.

For the purpose of applying this Standard, an arrangement is not a binding arrangement if each party
to the binding arrangement has the unilateral enforceable right to terminate a wholly unsatisfied
binding arrangement without compensating the other party (or parties).

A binding arrangement is wholly unsatisfied if both of the following criteria are met:

(&) The entity has not yet started satisfying any of its compliance obligations in the binding
arrangement; and

(b)  The resource provider has not yet paid, and is not yet obligated to pay, any consideration to
the entity for the entity satisfying any of its compliance obligations in the binding arrangement.

If an entity has determined that its revenue arises from a transaction with a binding arrangement that
is to be accounted for using the binding arrangement accounting model, the entity shall also consider
whether it should be combined with other binding arrangements, and whether there are any
modifications to its binding arrangement.

Combination of Binding Arrangements

62.

An entity shall combine two or more binding arrangements entered into at or near the same time with
the same resource provider (or related parties of the resource provider) and account for the binding
arrangements as a single binding arrangement if one or more of the following criteria are met:

(@) The binding arrangements are negotiated as a package with a single objective;

(b) The amount of consideration to be paid in one binding arrangement depends on the
consideration or performance of the other binding arrangement; or

(c) The promises in the binding arrangements (or some promises in each of the binding
arrangements) are a single compliance obligation in accordance with paragraphs 68—77.

Modifications to a Binding Arrangement

63.

64.

A maodification to a binding arrangement is a change in the scope or consideration (or both) of a
binding arrangement that is approved by the parties to the binding arrangement. In some sectors and
jurisdictions, a modification to a binding arrangement may be described as a variation, an
amendment, or a change order. A modification to a binding arrangement exists when the parties to a
binding arrangement approve a modification that either creates new or changes existing enforceable
rights and obligations of the parties to the binding arrangement. A modification to a binding
arrangement could be approved in writing, by oral agreement or implied by an entity’s customary
practices. If the parties to the binding arrangement have not approved a modification to a binding
arrangement, an entity shall continue to apply this Standard to the existing binding arrangement until
the modification to a binding arrangement is approved.

A modification to a binding arrangement may exist even though the parties to the binding arrangement
have a dispute about the scope or consideration (or both) of the modification or the parties have
approved a change in the scope of the binding arrangement but have not yet determined the
corresponding change in consideration. In determining whether the rights and obligations that are
created or changed by a modification are enforceable, an entity shall consider all relevant facts and
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circumstances including the terms of the binding arrangement and other evidence. If the parties to a
binding arrangement have approved a change in the scope of the binding arrangement but have not
yet determined the corresponding change in consideration, an entity shall estimate the change to the
transaction consideration arising from the modification in accordance with paragraphs 113—-117 on
estimating variable consideration and paragraphs 119-121 on constraining estimates of variable
consideration.

An entity shall account for a modification to a binding arrangement as a separate binding arrangement
if both of the following conditions are present:

(@) The scope of the binding arrangement increases because of the addition of promises that are
distinct (in accordance with paragraphs 73-77); and

(b)  The consideration of the binding arrangement increases by an amount of consideration that
reflects the entity’s stand-alone values of the additional promises and any appropriate
adjustments to that value to reflect the circumstances of the particular binding arrangement.
For example, an entity may adjust the stand-alone value of an additional good or service for a
discount that the resource provider receives, because it is not necessary for the entity to incur
the related costs that it would incur when providing a similar good or service to a new resource
provider.

If a modification to a binding arrangement is not accounted for as a separate binding arrangement in
accordance with paragraph 65, an entity shall account for the promises not yet transferred at the date
of the modification to a binding arrangement (i.e., the remaining promises) in whichever of the
following ways is applicable:

(@)  An entity shall account for the modification to a binding arrangement as if it were a termination
of the existing binding arrangement and the creation of a new binding arrangement, if the
remaining promises are distinct from the promises satisfied on or before the date of the
modification to a binding arrangement. The amount of consideration to be allocated to the
remaining compliance obligations (or to the remaining promises in a single compliance
obligation identified in accordance with paragraph 68(b)) is the sum of:

(i)  The consideration promised by the resource provider (including amounts already
received from the resource provider) that was included in the estimate of the transaction
consideration and that had not been recognized as revenue; and

(i)  The consideration promised as part of the modification to a binding arrangement.

(b)  An entity shall account for the modification to a binding arrangement as if it were a part of the
existing binding arrangement if the remaining promises are not distinct and, therefore, form
part of a single compliance obligation that is partially satisfied at the date of the modification to
a binding arrangement. The effect that the modification to a binding arrangement has on the
transaction consideration, and on the entity’s measure of progress towards complete
satisfaction of the compliance obligation, is recognized as an adjustment to revenue (either as
an increase in or a reduction of revenue) at the date of the modification of a binding
arrangement (i.e., the adjustment to revenue is made on a cumulative catch-up basis).

(c) Ifthe remaining promises are a combination of items (a) and (b), then the entity shall account
for the effects of the modification on the unsatisfied (including partially unsatisfied) compliance

17



REVENUE

obligations in the modified binding arrangement in a manner that is consistent with the
objectives of this paragraph.

Duration of a Binding Arrangement

67.

Some binding arrangements may have no fixed duration and can be terminated or modified by either
party at any time. Other binding arrangements may automatically renew on a periodic basis that is
specified in the binding arrangement. An entity shall apply this Standard to the duration of the binding
arrangement (i.e., the period of the binding arrangement) in which the parties to the binding
arrangement have present enforceable rights and obligations.

Identifying Compliance Obligations in a Binding Arrangement

68.

69.

70.

At the inception of the binding arrangement, an entity shall assess the goods or services
promised in a binding arrangement with a resource provider and shall identify as a
compliance obligation each promise to use resources internally for, or transfer to an external
party or parties (i.e., the purchaser (the resource provider) or third-party beneficiary), either:

(@) A good or service (or a bundle of goods or services) that is distinct; or

(b) A series of distinct goods or services that are substantially the same in characteristics
and risks and that have the same pattern of use internally or transfer to the purchaser
or third-party beneficiary (see paragraph 70).

Paragraphs AG43—-AG56 provide additional guidance on identifying compliance obligations.

A binding arrangement has at least one compliance obligation because its enforceability
holds the entity accountable for satisfying its obligations of the arrangement, for which the
entity has little or no realistic alternative to avoid.

A series of distinct goods or services has the same pattern of use internally or transfer to the
purchaser or third-party beneficiary if both of the following criteria are met:

(a) Each distinct good or service in the series would meet the criteria in paragraph 92 or 95 to be
a compliance obligation satisfied over time; and

(b)  Inaccordance with paragraphs 98—99, the same method would be used to measure the entity’s
progress towards complete satisfaction of the compliance obligation.

Promises to Use Resources

71.

72.

A binding arrangement generally explicitly states the goods or services that an entity promises to
either obtain for use internally or transfer to a purchaser or third-party beneficiary. However, the
compliance obligations identified in a binding arrangement may not be limited to the goods or services
that are explicitly stated in that binding arrangement. This is because a binding arrangement may
also include promises that are implied by an entity’s customary practices, published policies or
specific statements if, at the time of entering into the binding arrangement, those promises create a
valid expectation of the resource provider that the entity will perform, and are of sufficient specificity
for them to be able to hold the entity accountable.

Compliance obligations do not include activities that an entity must undertake to satisfy a binding
arrangement unless the completion of those activities uses resources in a manner clearly specified
in the binding arrangement. For example, an entity may need to perform various administrative tasks
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to set up a binding arrangement. The performance of those tasks does not use a resource internally
for a service or transfer a service to a purchaser or third-party beneficiary as the tasks are performed.
Therefore, those setup activities are not a compliance obligation.

Identifying Distinct Promises to Use Resources

73.

74.

75.

A compliance obligation is a unit of account in a revenue transaction with a binding arrangement that
represents a distinct promise or group of promises to which recognition criteria and measurement
concepts are applied. A good or service that is promised in a binding arrangement is distinct if both
of the following criteria are met:

(@) The party receiving the good or service can generate economic benefits or service potential
from the good or service either on its own or together with other resources that are readily
available to that party (i.e., the good or service is capable of being distinct); and

(b) The entity’s promise to use resource internally for the good or service or transfer the good or
service to the purchaser or third-party beneficiary is separately identifiable from other promises
in the binding arrangement (i.e., the promise is distinct within the context of the binding
arrangement).

See paragraphs AG53—-AG56 for specific guidance on identifying distinct promises to use resources
for another party.

An entity determines if the party receiving the good or service is itself, resource provider (purchaser),
or a specified third-party beneficiary by considering the nature of its compliance obligation.

(@) In a compliance obligation where an entity promises to use resources internally for a distinct
good or service, the entity itself is the recipient of the goods or services.

(b) Inacompliance obligation where an entity promises to use resources to transfer a distinct good
or service to a purchaser or third-party beneficiary, the recipient of the goods or services is
either the purchaser, or the third-party beneficiary.

See paragraph AG27 for additional guidance.

A party can generate the economic benefits or service potential from the good or service in
accordance with paragraph 73(a) if the good or service could be used, consumed, sold for an amount
that is greater than scrap value or otherwise held in a way that generates economic benefits or service
potential. For some goods or services, a party may be able to generate economic benefits or service
potential from the good or service on its own. For other goods or services, a party may be able to
generate economic benefits or service potential from the good or service only in conjunction with
other readily available resources. A readily available resource is a good or service that is sold
separately (by the entity or another entity) or a resource that the party has already obtained from the
entity (including goods or services that the entity will use internally or that will be transferred to the
purchaser or third-party beneficiary, under the binding arrangement) or from other transactions or
events. Various factors may provide evidence that the party can generate economic benefits or
service potential from the good or service either on its own or in conjunction with other readily
available resources. For example, the fact that the entity regularly internally uses or provides a good
or service separately would indicate that a party can generate economic benefits or service potential
from the good or service on its own or with other readily available resources.
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In assessing whether an entity’s promises to use resources internally for goods or services or transfer
goods or services to the purchaser or third-party beneficiary are separately identifiable in accordance
with paragraph 73(b), the objective is to determine whether the nature of the promise, within the
context of the binding arrangement, is a promise to use resources in individually specific ways rather
than in a combined manner. Factors that indicate that two or more promises are not separately
identifiable include, but are not limited to, the following:

(@) The entity provides a significant service of integrating the goods or services with other goods
or services promised in the binding arrangement into a bundle of goods or services that
represent the combined output or outputs for which the resource provider has entered into
binding arrangements. In other words, the entity is using the goods or services as inputs to
produce or deliver the combined output or outputs specified by the resource provider. A
combined output or outputs might include more than one phase, element or unit.

(b)  One or more of the goods or services significantly modifies or customizes, or are significantly
modified or customized by, one or more of the other goods or services promised in the binding
arrangement.

(c) The goods or services are highly interdependent or highly interrelated. In other words, each of
the goods or services is significantly affected by one or more of the other goods or services in
the binding arrangement. For example, in some cases, two or more goods or services are
significantly affected by each other because the entity would not be able to satisfy its promise
by using each of the goods or services internally, or transferring each of the goods or services,
independently.

If a promised good or service is not distinct, an entity shall combine that good or service with other
promised goods or services until it identifies a bundle of goods or services that is distinct. In some
cases, that would result in the entity accounting for all of the goods or services promised in a binding
arrangement as a single compliance obligation.

Initial Recognition of Revenue Transactions with a Binding Arrangement

78.

79.

When a binding arrangement is wholly unsatisfied in accordance with paragraph 60, an entity shall
not recognize any asset, liability or revenue associated with the binding arrangement, unless the
binding arrangement is onerous. The recognition of assets, liabilities, and revenues commences
when one party to the binding arrangement starts to satisfy its obligations under the arrangement.

Where a binding arrangement becomes onerous, an entity shall account for the expected deficit in
accordance with IPSAS 19. Paragraphs AG57-AG58 provide additional guidance on unsatisfied
binding arrangements.

Analysis of the Initial Inflow of Resources

80.

An entity may receive or have the right to an inflow of resources arising from a revenue transaction
with a binding arrangement before or after it begins satisfying its compliance obligations. An entity
should apply paragraphs 18-25, and recognize an inflow of resources from a revenue transaction
with a binding arrangement as an asset when the definition of, and the recognition criteria for, an
asset are met.

20



REVENUE

Existence and Recognition of a Liability

81.

82.

83.

84.

85.

86.

Public sector entities typically receive resources from governments or other entities. When an entity
recognizes an asset for an inflow of resources, it shall consider if there are compliance obligations
related to the inflow which result in the recognition of a liability.

A compliance obligation gives rise to a liability when:

(@) The entity has received resources associated with its unsatisfied or partially unsatisfied
compliance obligation in a binding arrangement; and

(b)  The resource provider can enforce the binding arrangement, if the entity does not satisfy the
compliance obligation(s) associated with the consideration received, by requiring the entity to
transfer resources to another party in compliance with the terms of the binding arrangement.

See additional guidance in paragraphs AG59-AG62.

In accordance with paragraph 27, a liability exists if the entity cannot avoid a transfer of resources as
a consequence of past events, and the transfer of resources is probable. An entity should consider
the facts and circumstances relating to the binding arrangement to determine if the other party or
parties (which is typically the resource provider) are able to enforce their rights and impose a
consequence that requires an incremental transfer of resources as a result of the entity’s non-
compliance (i.e., not satisfying its compliance obligation(s)).

As an administrative convenience, a transfer of resources as a consequence of the entity not
satisfying its compliance obligations may be effectively returned by deducting the amount to be
returned from other assets due to be transferred for other purposes. The entity will still recognize the
gross amounts in its financial statements: that is, the entity will recognize a reduction in assets and
liabilities for the return of the transfer under the terms of the breached binding arrangement, and will
reflect the recognition of assets, liabilities, and/or revenue for the new transfer.

If an entity receives resources prior to both the parties agreeing to the terms of the arrangement and
it is expected that a binding arrangement will be entered into, it recognizes a liability for an advance
receipt until such time as the arrangement becomes binding.

A compliance obligation that meets the definition of a liability shall be recognized as a liability when,
and only when the amount of the obligation can be measured reliably. The entity shall continue to
recognize the liability until one of the events in paragraph 58 is subsequently met.

Recognition of Revenue Transactions with a Binding Arrangement

87.

88.

When an entity receives an inflow of resources in a revenue transaction with a binding
arrangement that meets the definition of and recognition criteria for, an asset in accordance
with paragraphs 18-25, the entity shall recognize:

(@) Revenue for any satisfied compliance obligations in respect of the same inflow; and
(b) Aliability for any unsatisfied compliance obligations in respect of the same inflow.

The timing of revenue recognition is determined by the nature of the requirements in a binding
arrangement and their settlement. An entity shall recognize revenue from a transaction with
a binding arrangement when (or as) the entity satisfies a compliance obligation by using
resources in the specified manner, in compliance with the terms of the binding arrangement.
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The entity shall reduce the carrying amount of any liability that was recognized in accordance
with paragraphs 81-86 by an equal amount. Paragraphs AG63—-AG95 provide additional
guidance on the satisfaction of compliance obligations.

An entity satisfies a compliance obligation by using resources internally for a promised good
or service (i.e., an asset), or to transfer a promised good or service to a purchaser or third-
party beneficiary. An asset is used internally or transferred when (or as) the entity receiving
the asset obtains control of that asset.

Goods and services are assets, even if only momentarily, when they are received and used (as in
the case of many services). Control includes the ability to prevent other entities from directing the
use of, and obtaining the benefits from, a resource (see paragraph 18). The economic benefits or
service potential embodied in a resource are the potential cash flows (inflows or savings in outflows),
or the capability to provide services that contribute to achieving the entity’s objectives, that can be
obtained directly or indirectly in many ways, such as by:

(@) Using the resource to provide internal training;

(b)  Using the resource to produce goods or provide services (including public services);
(c) Using the resource to enhance the value of other assets;

(d)  Using the resource to settle liabilities or reduce expenses;

(e) Selling or exchanging the resource;

4] Pledging the resource to secure a loan; and

(g) Holding the resource.

For each compliance obligation identified in accordance with paragraphs 68-77, an entity shall
determine at the inception of the binding arrangement whether it satisfies the compliance obligation
over time (in accordance with paragraphs 92-93 or paragraphs 95-96) or satisfies the compliance
obligation at a point in time (in accordance with paragraph 94 or paragraph 97). If the entity does not
satisfy a compliance obligation over time, the compliance obligation is satisfied at a point in time.

Compliance Obligations to Use Resources for Goods or Services Internally

Satisfied Over Time

92.

93.

An entity obtains control of a good or service over time and, therefore, satisfies a compliance
obligation and recognizes revenue over time, if one of the following criteria is met:

(&) The entity simultaneously receives and consumes the economic benefits or service potential
provided by the entity’s performance as the entity performs (see paragraphs AG64—-AG65);

(b)  The entity’s performance creates or enhances an asset (for example, work in progress) that
the entity controls as the asset is created or enhanced (see paragraph AG66); or

(c) The entity has an enforceable right to consideration for performance completed to date (see
paragraph 93).

An entity shall consider the terms of the binding arrangement, as well as any laws that apply to the
binding arrangement, when evaluating whether it has an enforceable right to consideration for any
compliance obligation completed to date in accordance with paragraph 92(c). The right to
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consideration for any compliance obligation completed to date does not need to be for a fixed amount.
However, at all times throughout the duration of the binding arrangement, the entity must be entitled
to an amount that at least compensates the entity for any compliance obligation completed to date if
the binding arrangement is terminated by the resource provider or another party with enforceable
rights and obligations in the binding arrangement for reasons other than the entity’s failure to perform
as promised. Paragraphs AG67-AG71 provide guidance for assessing the existence and
enforceability of a right to consideration and whether an entity’s right to consideration would entitle
the entity to be paid for any compliance obligation completed to date.

Satisfied at a Point in Time

94.

If a compliance obligation is not satisfied over time in accordance with paragraphs 92-93, an entity
satisfies the compliance obligation at a point in time. To determine the point in time at which the entity
obtains control of a promised asset and satisfies a compliance obligation, the entity shall consider
the requirements for control in paragraphs 89-90.

Compliance Obligations to Transfer Goods or Services to Another Party (Purchaser or Third-Party
Beneficiary)

Satisfied Over Time

95.

96.

An entity transfers control of a good or service over time and, therefore, satisfies a compliance
obligation and recognizes revenue over time, if one of the following criteria is met:

(@) The purchaser or third-party beneficiary simultaneously receives and consumes the economic
benefits or service potential provided by the entity’s performance as the entity performs (see
paragraphs AG73—-AG74);

(b)  The entity’s performance creates or enhances an asset (for example, work in progress) that
the purchaser or third-party beneficiary controls as the asset is created or enhanced (see
paragraph AG75); or

(c) The entity’s performance does not create an asset with an alternative use to the entity (see
paragraph 96) and the entity has an enforceable right to consideration for performance
completed to date (see paragraph 93).

An asset created by an entity’s performance does not have an alternative use to an entity if the entity
is either restricted by the binding arrangement from readily directing the asset for another use during
the creation or enhancement of that asset or limited practically from readily directing the asset in its
completed state for another use. The assessment of whether an asset has an alternative use to the
entity is made at the inception of the binding arrangement. After the inception of the binding
arrangement, an entity shall not update the assessment of the alternative use of an asset unless the
parties to the binding arrangement approve a modification to a binding arrangement that
substantively changes the compliance obligation. Paragraphs AG76—AG78 provide guidance for
assessing whether an asset has an alternative use to an entity.

Satisfied at a Point in Time

97.

If a compliance obligation is not satisfied over time in accordance with paragraphs 95-96, an entity
satisfies the compliance obligation at a point in time. To determine the point in time at which a
purchaser or third-party beneficiary obtains control of a promised asset and the entity satisfies a
compliance obligation, the entity shall consider the requirements for control in paragraphs 89-90 (and

23



REVENUE

AG183-AG185 if the entity has a repurchase agreement). In addition, an entity shall consider
indicators of the transfer of control, which include, but are not limited to, the following:

@)

(b)

(©)

(d)

(e)

The entity has a present right to consideration for the asset — if a resource provider is presently
obligated to pay for an asset, then that may indicate that the resource provider has obtained
the ability to direct the use of, and obtain substantially all of the remaining economic benefits
or service potential from, the asset in exchange.

The purchaser or third-party beneficiary has legal title to the asset — legal title may indicate
which party to a binding arrangement has the ability to direct the use of, and obtain substantially
all of the remaining economic benefits or service potential from, an asset or to restrict the
access of other entities to those economic benefits or service potential. Therefore, the transfer
of legal title of an asset may indicate that the purchaser or third-party beneficiary has obtained
control of the asset. If an entity retains legal title solely as protection against the resource
provider’s failure to pay, those rights of the entity would not preclude the purchaser or third-
party beneficiary from obtaining control of an asset.

The entity has transferred physical possession of the asset — the purchaser’s or third-party
beneficiary’s physical possession of an asset may indicate that the resource provider has the
ability to direct the use of, and obtain substantially all of the remaining economic benefits or
service potential from, the asset or to restrict the access of other entities to those economic
benefits or service potential. However, physical possession may not coincide with control of an
asset. For example, in some repurchase agreements and in some consignment arrangements,
a resource provider or consignee may have physical possession of an asset that the entity
controls. Conversely, in some bill-and-hold arrangements, the entity may have physical
possession of an asset that the resource provider controls. Paragraphs AG183-AG196,
AG197-AG198, and AG199-AG202 provide guidance on accounting for repurchase
agreements, consignment arrangements and bill-and-hold arrangements, respectively.

The purchaser or third-party beneficiary has the significant risks and rewards of ownership of
the asset — the transfer of the significant risks and rewards of ownership of an asset to the
purchaser or third-party beneficiary may indicate that the resource provider has obtained the
ability to direct the use of, and obtain substantially all of the remaining economic benefits or
service potential from, the asset. However, when evaluating the risks and rewards of ownership
of a promised asset, an entity shall exclude any risks that give rise to a separate compliance
obligation in addition to the compliance obligation to transfer the asset. For example, an entity
may have transferred control of an asset to a resource provider but not yet satisfied an
additional compliance obligation to provide maintenance services related to the transferred
asset.

The resource provider has accepted the asset — the resource provider’s acceptance of an
asset may indicate that it has obtained the ability to direct the use of, and obtain substantially
all of the remaining economic benefits or service potential from, the asset. To evaluate the
effect of an acceptance clause in a binding arrangement on when control of an asset is
transferred, an entity shall consider the guidance in paragraphs AG82—AG85.

24



REVENUE

Measuring Progress Towards Complete Satisfaction of a Compliance Obligation

98.

99.

For each compliance obligation satisfied over time in accordance with paragraphs 92-93 (for
compliance obligations to use goods or services internally) or paragraphs 95-96 (for compliance
obligations to transfer goods or services to another party), an entity shall recognize revenue over
time by measuring the progress towards complete satisfaction of that compliance obligation. The
objective when measuring progress is to depict an entity’s performance to satisfy its compliance
obligation.

An entity shall apply a single method of measuring progress for each compliance obligation satisfied
over time and the entity shall apply that method consistently to similar compliance obligations and in
similar circumstances. At the end of each reporting period, an entity shall remeasure its progress
towards complete satisfaction of a compliance obligation satisfied over time.

Methods for Measuring Progress

100.

101.

102.

Appropriate methods of measuring progress include output methods and input methods. Paragraphs
AG86—AG95 provide guidance for using output methods and input methods to measure an entity’s
progress towards complete satisfaction of a compliance obligation. In determining the appropriate
method for measuring progress, an entity shall consider the nature of the entity’s promise, and
whether the terms of the binding arrangement specify the activities or expenditures an entity is to
perform or incur, respectively.

When applying a method for measuring progress for a specific compliance obligation, an entity shall
exclude from the measure of progress any goods or services not directly related to that compliance
obligation:

(@) Foracompliance obligation where the entity promises to use resources internally for a distinct
good or service, the entity shall exclude from the measure of progress any goods or services
for which the entity does not retain control. Conversely, an entity shall include in the measure
of progress any goods or services for which the entity retains control when satisfying that
compliance obligation; and

(b)  For a compliance obligation where the entity promises to use resources to transfer a distinct
good or service to another party, the entity shall exclude from the measure of progress any
goods or services for which the entity does not transfer control to another party (i.e., a
purchaser or third-party beneficiary). Conversely, an entity shall include in the measure of
progress any goods or services for which the entity does transfer control to another party (i.e.,
a purchaser or third-party beneficiary) when satisfying that compliance obligation.

As circumstances change over time, an entity shall update its measure of progress to reflect any
changes in the satisfaction of the compliance obligation. Such changes to an entity’s measure of
progress shall be accounted for as a change in accounting estimate in accordance with IPSAS 3.

Reasonable Measures of Progress

103.

An entity shall recognize revenue for a compliance obligation satisfied over time only if the entity can
reasonably measure its progress towards complete satisfaction of the compliance obligation. An
entity would not be able to reasonably measure its progress towards complete satisfaction of a
compliance obligation if it lacks reliable information that would be required to apply an appropriate
method of measuring progress.
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104. In some circumstances (for example, in the early stages of a binding arrangement), an entity may not
be able to reasonably measure the outcome of a compliance obligation, but the entity expects to
recover the costs incurred in satisfying the compliance obligation. In those circumstances, the entity
shall recognize revenue only to the extent of the costs incurred until such time that it can reasonably
measure the outcome of the compliance obligation.

Subsequent Consideration of Asset Recognition Criteria

105. When an inflow of resources from a binding arrangement within the scope of this Standard does not
meet the criteria in paragraph 18, and an entity subsequently receives an inflow of resources from
the resource provider, the entity shall recognize the inflow received as revenue only when either of
the following events has occurred:

(@) The entity has no unsatisfied compliance obligation; or

(b) The arrangement has been terminated and the inflow received from the resource provider is
non-refundable.

Measurement

Measurement of Assets from an Inflow of Resources

106. An asset in a revenue transaction with a binding arrangement shall initially be measured by
the entity at its transaction consideration as at the date in which the criteria for asset
recognition are satisfied (see paragraphs 109-132). An entity shall subsequently measure the
asset in accordance with paragraph 31.

Measurement of Liabilities

107. The amount recognized as a liability shall be the best estimate of the amount required to settle the
compliance obligation at the reporting date. For the purposes of this Standard, the best estimate of
a liability on initial recognition is limited to the value of the associated asset recognized for the inflow
of resources. An entity shall apply paragraph 33 in determining its best estimate of the liability.

Measurement of Revenue Transactions with Binding Arrangements

108. When (or as) a compliance obligation is satisfied, an entity shall recognize as revenue the
amount of the transaction consideration (which excludes estimates of variable consideration
that are constrained in accordance with paragraphs 119-121) that is allocated to that
compliance obligation.

Determining the Transaction Consideration

109. An entity shall consider the terms of the binding arrangement and its customary practices to
determine the transaction consideration. The transaction consideration is the amount of resources to
which an entity expects to be entitled in the binding arrangement for satisfying its compliance
obligations, excluding amounts collected on behalf of third parties (for example, some sales taxes).
The consideration promised in a binding arrangement may include fixed amounts, variable amounts,
or both.
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Credit risk is not considered when determining the amount the entity expects to be entitled to.
Impairment losses relating to a credit risk (that is, impairment of a receivable) are measured based
on the guidance in IPSAS 41.

The nature, timing and amount of consideration affect the estimate of the transaction consideration.
When determining the transaction consideration, an entity shall consider the effects of all of the
following:

(@) Variable consideration (see paragraphs 113—-117 and 122);
(b)  Constraining estimates of variable consideration (see paragraphs 119-121);

(c) The existence of a significant financing component in the binding arrangement (see paragraphs
123-128);

(d)  Non-cash consideration (see paragraphs 129-132); and
(e) Consideration payable to a resource provider (see paragraphs AG104-AG106).

For the purpose of determining the transaction consideration, an entity shall assume that the
consideration will be received in accordance with the terms of the existing binding arrangement and
that the binding arrangement will not be cancelled, renewed or modified.

Variable Consideration

113.

114,

115.

116.

If the consideration in the binding arrangement includes a variable amount, an entity shall estimate
the amount of the consideration to which the entity expects to collect from the resource provider.

An amount of consideration can vary because of discounts, rebates, refunds, credits, price
concessions, incentives, performance bonuses, penalties or other similar items. The consideration
can also vary if an entity’s entitlement to the consideration is contingent on the occurrence or non-
occurrence of a future event. For example, an amount of consideration would be variable if a fixed
amount is promised as a performance bonus on achievement of a milestone specified in the binding
arrangement.

The variability relating to the consideration may be explicitly stated in laws, regulations, or a binding
arrangement. In addition to the terms of laws, regulations, or a binding arrangement, the
consideration is variable if either of the following circumstances exists:

(@) The resource provider has a valid expectation arising from an entity’s customary practices,
published policies or specific statements that the entity will accept an amount of consideration
that is less than the amount stated in the binding arrangement or applicable legislation. That
is, it is expected that the entity will offer or accept a reduced amount due to a concession.
Depending on the jurisdiction, sector or resource provider, this offer may be referred to as a
discount, rebate, refund or credit; or

(b) Other facts and circumstances indicate that the entity’s intention, when entering into the
arrangement with the resource provider, is to offer a price concession to the resource provider.

Paragraph AG37 provides additional guidance on implicit price concessions.

An entity shall estimate an amount of variable consideration by using either of the following methods,
depending on which method the entity expects to better predict the amount of consideration to which
it expects to be entitled to:
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(@) The expected value—the expected value is the sum of probability-weighted amounts in a range
of possible consideration amounts. An expected value may be an appropriate estimate of the
amount of variable consideration if an entity has a large number of binding arrangements with
similar characteristics; or

(b)  The most likely amount—the most likely amount is the single most likely amount in a range of
possible consideration amounts (i.e., the single most likely outcome of the binding
arrangement). The most likely amount may be an appropriate estimate of the amount of
variable consideration if the binding arrangement has only two possible outcomes (for example,
an entity either completes construction of infrastructure on schedule or not).

An entity shall apply one method consistently when estimating the effect of uncertainty on an amount
of variable consideration to which the entity expects to be entitled. In addition, an entity shall consider
all the information (historical, current and forecast) that is reasonably available to the entity and shall
identify a reasonable number of possible consideration amounts. The information that an entity uses
to estimate the amount of variable consideration would typically be similar to the information that the
entity’s management uses to estimate the amount receivable. In cases where the binding
arrangement requires the entity to transfer distinct goods or services to another party, the information
would typically be similar to the information that the entity’s management uses during the bid-and-
proposal process and in establishing prices for promised goods or services.

Refund Liabilities

118.

An entity may enter into a binding arrangement which includes a right of return. In these cases, the
entity shall recognize a refund liability if the entity receives consideration from a resource provider
and expects to refund some or all of that consideration to the resource provider relating to a transfer
of distinct goods or services to a purchaser or third-party beneficiary. A refund liability is measured at
the amount of consideration received (or receivable) for which the entity does not expect to be entitled
(i.e., amounts not included in the transaction consideration). The refund liability (and corresponding
change in the transaction consideration and, therefore, the binding arrangement liability) shall be
updated at the end of each reporting period for changes in circumstances. To account for a refund
liability relating to a sale with a right of return, an entity shall apply the guidance in paragraphs AG96—
AG103.

Constraining Estimates of Variable Consideration

119.

120.

An entity shall include in the transaction consideration some or all of an amount of variable
consideration estimated in accordance with paragraph 116 only to the extent that it is highly probable
that a significant reversal in the amount of cumulative revenue recognized will not occur when the
uncertainty associated with the variable consideration is subsequently resolved.

In assessing whether it is highly probable that a significant reversal in the amount of cumulative
revenue recognized will not occur once the uncertainty related to the variable consideration is
subsequently resolved, an entity shall consider both the likelihood and the magnitude of the revenue
reversal. Factors that could increase the likelihood or the magnitude of a revenue reversal include,
but are not limited to, any of the following:

(@) The amount of consideration is highly susceptible to factors outside the entity’s influence.
Those factors may include volatility in a market, the judgment or actions of third parties,
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weather conditions and a high risk of obsolescence of the consideration (when it is non-cash)
or the promised good or service.

(b)  The uncertainty about the amount of consideration is not expected to be resolved for a long
period of time. This uncertainty may result from the amount being determined in a period
subsequent to timing of the obligating event.

(c) The entity’'s experience (or other evidence) with similar types of binding arrangements is
limited, or that experience (or other evidence) has limited predictive value.

(d)  The entity has a practice of either offering a broad range of price concessions or changing the
payment terms and conditions of similar binding arrangements in similar circumstances.

(e) The binding arrangement has a large number and broad range of possible consideration
amounts.

An entity shall apply paragraphs AG180—-AG182 to account for consideration in the form of a sales-
based or usage-based royalty that is promised in exchange for a license of intellectual property.

Reassessment of Variable Consideration

122.

At the end of each reporting period, an entity shall update the estimated transaction consideration
(including updating its assessment of whether an estimate of variable inflow is constrained) to
represent faithfully the circumstances present at the end of the reporting period and the changes in
circumstances during the reporting period. The entity shall account for changes in the transaction
consideration in accordance with paragraphs 144—147.

The Existence of a Significant Financing Component in the Binding Arrangement

123.

124.

In determining the transaction consideration, an entity shall adjust the amount of consideration for
the effects of the time value of money if the timing of the inflows agreed to by the parties to the binding
arrangement (either explicitly or implicitly) provides the resource provider or the entity with a
significant benefit of financing the binding arrangement. In those circumstances, the binding
arrangement contains a significant financing component. A significant financing component may exist
regardless of whether the promise of financing is explicitly stated in the binding arrangement or
implied by the terms agreed to by the parties to the binding arrangement or applicable laws and/or
regulations.

The objective when adjusting the promised amount of consideration for a significant financing
component is for an entity to recognize revenue at an amount that reflects the consideration that a
resource provider would have transferred if the resource provider had transferred cash (i.e., the cash
price) for those goods or services promised in the compliance obligation when (or as) the entity uses
them (internally) or transfers them (to the purchaser or third-party beneficiary). An entity shall consider
all relevant facts and circumstances in assessing whether a binding arrangement contains a financing
component and whether that financing component is significant to the binding arrangement, including
both of the following:

(@) The difference, if any, between the amount of promised consideration and the cash price of the
promised goods or services in the compliance obligation; and

(b) The combined effect of both of the following:
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(i)  The expected length of time between when the entity satisfies the compliance obligation
(if any) and when the resource provider transfers the consideration; and

(i)  The prevailing interest rates in the relevant market.

Notwithstanding the assessment in paragraph 124, a binding arrangement with a resource provider
would not have a significant financing component if any of the following factors exist:

(@) The resource provider made the transfer in advance and the timing of when the compliance
obligation is satisfied is at the discretion of the resource provider.

(b)  Asubstantial amount of the inflow promised by the resource provider is variable and the amount
or timing of that consideration varies on the basis of the occurrence or non-occurrence of a
future event that is not substantially within the control of the resource provider or the entity.

(c) The difference between the consideration and the cash price of the transfer (as described in
paragraph 124) arises for reasons other than the provision of finance to either the resource
provider or the entity, and the difference between those amounts is proportional to the reason
for the difference. For example, the terms might provide the entity or the resource provider with
protection from the other party failing to adequately complete some or all of its obligations
under the binding arrangement.

As a practical expedient, an entity need not adjust the consideration for the effects of a significant
financing component if the entity expects, at the inception of the binding arrangement, that the period
between when the entity satisfies the compliance obligation and when the resource provider transfers
the consideration will be one year or less.

To meet the objective in paragraph 124 when adjusting the consideration for a significant financing
component, an entity shall use the discount rate that would be reflected in a separate financing
transaction between the entity and its resource provider at the inception of the binding arrangement.
That rate would reflect the credit characteristics of the party receiving financing in the binding
arrangement, as well as any collateral or security provided by the resource provider or the entity,
including assets transferred in the binding arrangement. An entity may be able to determine that rate
by identifying the rate that discounts the nominal amount of the consideration to the price that the
resource provider would transfer when (or as) the compliance obligation is satisfied (where
applicable). After the inception of the binding arrangement, an entity shall not update the discount
rate for changes in interest rates or other circumstances (such as a change in the assessment of the
resource provider’s credit risk).

An entity shall present the effects of financing (interest revenue or interest expense) separately from
revenue from binding arrangements in the statement of financial performance. Interest revenue or
interest expense is recognized only to the extent that a binding arrangement asset (or receivable) or
a binding arrangement liability is recognized in accounting for a binding arrangement.

Non-Cash Consideration

129.

To determine the transaction consideration for binding arrangements in which a resource provider
promises consideration in a form other than cash, an entity shall measure the non-cash consideration
(or right to a non-cash inflow) at its current value, in accordance with the relevant IPSAS, as at the
time when the criteria for asset recognition are satisfied.
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If an entity cannot reasonably estimate the current value of the non-cash consideration, the entity
shall measure the consideration indirectly by reference to the stand-alone value of the goods or
services that are required to be used internally or transferred to the purchaser or third-party
beneficiary (or class of resource provider) for the consideration.

The current value of the non-cash consideration may vary because of the form of the consideration.
If the current value of the non-cash consideration promised by a resource provider varies for reasons
other than only the form of the consideration, an entity shall apply the requirements in
paragraphs 119-121.

If a resource provider contributes goods or services (for example, materials, equipment or labor) to
facilitate an entity’s satisfaction of the binding arrangement, the entity shall assess whether it obtains
control of those contributed goods or services. If so, the entity shall account for the contributed goods
or services as non-cash consideration received from the resource provider.

Allocating the Transaction Consideration to Compliance Obligations

133.

134.

135.

The objective when allocating the transaction consideration is for an entity to allocate the
transaction consideration to each compliance obligation in the amount that depicts the
amount of consideration to which the entity expects to be entitled in satisfying the compliance
obligations.

To meet the allocation objective, an entity shall allocate the transaction consideration to each
compliance obligation identified in the binding arrangement on a relative stand-alone value basis in
accordance with paragraphs 136-140, except as specified in paragraphs AG107-AG109 (for
allocating discounts) and paragraphs 141-143 (for allocating consideration that includes variable
amounts). The amount of revenue recognized shall be a proportionate amount of the resource inflow
recognized as an asset, based on the estimated percentage of the total compliance obligations
satisfied.

Paragraphs 136—143 do not apply if a binding arrangement has only one compliance obligation.
However, paragraphs 141-143 may apply if an entity promises to use or transfer a series of distinct
goods or services identified as a single compliance obligation in accordance with paragraph 68(b)
and the promised consideration includes variable amounts.

Allocation Based on Stand-Alone Values

136.

137.

138.

To allocate the transaction consideration to each compliance obligation on a relative stand-alone
value basis, an entity shall determine the stand-alone value at the inception of the binding
arrangement of the distinct good or service underlying each compliance obligation in the binding
arrangement and allocate the transaction consideration in proportion to those stand-alone values.

The stand-alone value is the price of a good or service that is required to be used internally or
provided separately to a purchaser or third-party. The best evidence of a stand-alone value is the
observable price of a good or service when the entity provides that good or service separately in
similar circumstances and to similar resource providers. In a binding arrangement, the stated price
or a list price for a good or service may be (but shall not be presumed to be) the stand-alone value
of that good or service.

If a stand-alone value is not directly observable, an entity shall estimate the stand-alone value at an
amount that would result in the allocation of the transaction consideration meeting the allocation
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objective in paragraph 133. When estimating a stand-alone value, an entity shall consider all
information (including entity-specific factors, information about the resource provider or class of
resource provider, and market conditions where relevant) that is reasonably available to the entity. In
doing so, an entity shall maximize the use of observable inputs and apply estimation methods
consistently in similar circumstances.

139. Suitable methods for estimating the stand-alone value of a good or service include, but are not limited
to, the following:

(@) Adjusted market assessment approach—an entity could evaluate the market in which it uses
or provides goods or services and estimate the price that other entities in that market would be
willing to pay for those goods or services, or similar goods or services, and adjusting those
prices as necessary to reflect the entity’s costs and margins.

(b) Expected cost approach—an entity could forecast its expected costs of satisfying a compliance
obligation and, if applicable, add an appropriate margin for that good or service.

(c) Residual approach—an entity may estimate the stand-alone value by reference to the total
transaction consideration less the sum of the observable stand-alone values of other goods or
services to be used or transferred in the binding arrangement. However, an entity may use a
residual approach to estimate, in accordance with paragraph 138, the stand-alone value of a
good or service only if one of the following criteria is met:

(i)  The entity uses or provides the same good or service to different parties (at or near the
same time) for a broad range of amounts (i.e., the price is highly variable because a
representative stand-alone value is not discernible from past transactions or other
observable evidence); or

(i)  The entity has not yet determined a price for that good or service and the good or service
has not previously been provided on a stand-alone basis (i.e., the price is uncertain).

140. A combination of methods may need to be used to estimate the stand-alone values of the goods or
services to be used or transferred in the binding arrangement if two or more of those goods or
services have highly variable or uncertain stand-alone values. For example, an entity may use a
residual approach to estimate the aggregate stand-alone value for those goods or services with highly
variable or uncertain stand-alone values and then use another method to estimate the stand-alone
values of the individual goods or services relative to that estimated aggregate stand-alone value
determined by the residual approach. When an entity uses a combination of methods to estimate the
stand-alone value of each good or service in the binding arrangement, the entity shall evaluate
whether allocating the transaction consideration at those estimated stand-alone values would be
consistent with the allocation objective in paragraph 133 and the requirements for estimating stand-
alone values in paragraph 138.

Allocation of Variable Consideration

141. Variable consideration that is promised in a binding arrangement may be attributable to the entire
binding arrangement or to a specific part of the binding arrangement, such as either of the following:

(@ One or more, but not all, compliance obligations in the binding arrangement (for example, a
bonus may be contingent on an entity using or transferring a promised good or service within
a specified period of time); or
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(b)  One or more, but not all, distinct goods or services in a series of distinct goods or services that
forms part of a single compliance obligation in accordance with paragraph 68(b) (for example,
the consideration promised for the second year of a two-year cleaning service binding
arrangement will increase on the basis of movements in a specified inflation index).

An entity shall allocate a variable amount (and subsequent changes to that amount) entirely to a
compliance obligation or to a distinct good or service that forms part of a single compliance obligation
in accordance with paragraph 68(b) if both of the following criteria are met:

(@) The terms of a variable payment relate specifically to the entity’s efforts to satisfy the
compliance obligation or use or transfer the distinct good or service (or to a specific outcome
from satisfying the compliance obligation or using or transferring the distinct good or service);
and

(b)  Allocating the variable amount of consideration entirely to the compliance obligation or the
distinct good or service is consistent with the allocation objective in paragraph 133 when
considering all of the compliance obligations and payment terms in the binding arrangement.

The allocation requirements in paragraphs 133-140 shall be applied to allocate the remaining amount
of the transaction consideration that does not meet the criteria in paragraph 142.

Changes in the Transaction Consideration

144,

145.

146.

147.

After the inception of the binding arrangement, the transaction consideration can change for various
reasons, including the resolution of uncertain events or other changes in circumstances that change
the amount of consideration to which an entity expects to be entitled for satisfying its compliance
obligation.

An entity shall allocate to the compliance obligations in the binding arrangement any subsequent
changes in the transaction consideration on the same basis as at the inception of the binding
arrangement. Consequently, an entity shall not reallocate the transaction consideration to reflect
changes in stand-alone values after the inception of the binding arrangement. Amounts allocated to
a satisfied compliance obligation shall be recognized as revenue, or as a reduction of revenue, in the
period in which the transaction consideration changes.

An entity shall allocate a change in the transaction consideration entirely to one or more, but not all,
compliance obligations or distinct goods or services in a series that forms part of a single compliance
obligation in accordance with paragraph 68(b) only if the criteria in paragraph 142 on allocating
variable consideration are met.

An entity shall account for a change in the transaction consideration that arises as a result of a
modification to a binding arrangement in accordance with paragraphs 63—-66. However, for a change
in the transaction consideration that occurs after a modification to a binding arrangement, an entity
shall apply paragraphs 144—146 to allocate the change in the transaction consideration in whichever
of the following ways is applicable:

(@ An entity shall allocate the change in the transaction consideration to the compliance
obligations identified in the binding arrangement before the modification if, and to the extent
that, the change in the transaction consideration is attributable to an amount of variable
consideration promised before the modification and the modification is accounted for in
accordance with paragraph 66(a).
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(b) In all other cases in which the modification was not accounted for as a separate binding
arrangement in accordance with paragraph 65, an entity shall allocate the change in the
transaction consideration to the compliance obligations in the modified binding arrangement
(i.e., the compliance obligations that were unsatisfied or partially unsatisfied immediately after
the modification).

Other Assets from Revenue Transactions with Binding Arrangement Costs

Incremental Costs of Obtaining a Binding Arrangement

148.

149.

150.

151.

An entity shall recognize as an asset the incremental costs of obtaining a binding
arrangement if the entity expects to recover those costs.

The incremental costs of obtaining a binding arrangement are those costs that an entity incurs to
obtain a binding arrangement that it would not have incurred if the binding arrangement had not been
obtained (for example, a sales commission).

Costs to obtain a binding arrangement that would have been incurred regardless of whether the
binding arrangement was obtained shall be recognized as an expense when incurred, unless those
costs are explicitly chargeable to the resource provider regardless of whether the binding
arrangement is obtained.

As a practical expedient, an entity may recognize the incremental costs of obtaining a binding
arrangement as an expense when incurred if the amortization period of the asset that the entity
otherwise would have recognized is one year or less.

Costs to Fulfill a Binding Arrangement

152.

153.

154,

If the costs incurred in fulfilling a binding arrangement are not within the scope of another
Standard (for example, IPSAS 12, Inventories, IPSAS 31, or IPSAS 45), an entity shall
recognize an asset from the costs incurred to fulfill a binding arrangement only if those costs
meet all of the following criteria:

(@) The costs relate directly to a binding arrangement or to an anticipated binding
arrangement that the entity can specifically identify (for example, costs relating to
services to be provided under renewal of an existing binding arrangement or costs of
designing an asset to be transferred under a specific binding arrangement that has not
yet been approved);

(b) The costs generate or enhance resources of the entity that will be used in satisfying (or
in continuing to satisfy) compliance obligations in the future; and

(c) The costs are expected to be recovered.

For costs incurred in fulfilling a binding arrangement that are within the scope of another Standard,
an entity shall account for those costs in accordance with those other Standards.

Costs that relate directly to a binding arrangement (or a specific anticipated binding arrangement)
include any of the following:

(@) Directlabor (for example, salaries and wages of employees who provide the promised services
directly to a purchaser or third-party beneficiary);
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(b) Direct materials (for example, supplies used in providing the promised services to a purchaser
or third-party beneficiary);

(c) Allocations of costs that relate directly to the binding arrangement or to activities within the
binding arrangement (for example, costs of management and supervision, insurance and
depreciation of tools, equipment and right-of-use assets used in fulfilling the binding
arrangement);

(d) Costs that are explicitly chargeable to the resource provider under the binding arrangement;
and

(e) Other costs that are incurred only because an entity entered into the binding arrangement (for
example, payments to subcontractors).

An entity shall recognize the following costs as expenses when incurred:

(@) General and administrative costs (unless those costs are explicitly chargeable to the resource
provider under the binding arrangement, in which case an entity shall evaluate those costs in
accordance with paragraph 154);

(b) Costs of wasted materials, labor or other resources to fulfill the binding arrangement that were
not reflected in the price of the binding arrangement;

(c) Costs that relate to satisfied compliance obligations (or partially satisfied compliance
obligations) in the binding arrangement (i.e., costs that relate to past fulfillment); and

(d)  Costs for which an entity cannot distinguish whether the costs relate to unsatisfied compliance
obligations or to satisfied compliance obligations (or partially satisfied compliance obligations).

Amortization and Impairment

156.

157.

158.

159.

An asset recognized in accordance with paragraph 148 or 152 shall be amortized on a systematic
basis that is consistent with the satisfaction of the compliance obligation to which the asset relates.
The asset may relate to promises to be satisfied under a specific anticipated binding arrangement
(as described in paragraph 152(a)).

An entity shall update the amortization to reflect a significant change in the entity’s expected timing
of the satisfaction of the compliance obligation to which the asset relates. Such a change shall be
accounted for as a change in accounting estimate in accordance with IPSAS 3.

An entity shall recognize an impairment loss in surplus or deficit to the extent that the carrying amount
of an asset recognized in accordance with paragraph 148 or 152 exceeds:

(@) The remaining amount of consideration that the entity expects to receive for the satisfaction of
the compliance obligations to which the asset relates; less

(b)  The costs that relate directly to satisfying the compliance obligations and that have not been
recognized as expenses (see paragraph 154).

For the purposes of applying paragraph 158 to determine the amount of consideration that an entity
expects to receive, an entity shall use the principles for determining the transaction consideration
(except for the requirements in paragraphs 119-121 on constraining estimates of variable
consideration) and adjust that amount to reflect the effects of the resource provider’s credit risk.
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Before an entity recognizes an impairment loss for an asset recognized in accordance with
paragraph 148 or 152, the entity shall recognize any impairment loss for assets related to the binding
arrangement that are recognized in accordance with another Standard (for example, IPSAS 12,
IPSAS 31, and IPSAS 45). After applying the impairment test in paragraph 158, an entity shall include
the resulting carrying amount of the asset recognized in accordance with paragraph 148 or 152 in
the carrying amount of the cash-generating unit to which it belongs for the purpose of applying
IPSAS 26, Impairment of Cash-Generating Assets to that cash-generating unit.

An entity shall recognize in surplus or deficit a reversal of some or all of an impairment loss previously
recognized in accordance with paragraph 158 when the impairment conditions no longer exist or
have improved. The increased carrying amount of the asset shall not exceed the amount that would
have been determined (net of amortization) if no impairment loss had been recognized previously.

Presentation

Display

162.

163.

164.

165.

When either party to a binding arrangement has performed, an entity shall present the binding
arrangement in the statement of financial position as a binding arrangement asset or a binding
arrangement liability, depending on the relationship between the entity’s performance and the
resource provider’s transfer of consideration. An entity shall present any unconditional rights to
consideration separately as a receivable.

If a resource provider transfers cash or another asset, or an entity has a right to consideration that is
unconditional (i.e., a receivable), before the entity satisfies its compliance obligation, the entity shall
present the binding arrangement as a binding arrangement liability when the transfer of consideration
is made or is due (whichever is earlier). A binding arrangement liability is an entity’s obligation to
satisfy a compliance obligation for which the entity has received consideration (or an amount of an
unconditional transfer of consideration is due) from the resource provider.

If an entity performs by satisfying a compliance obligation before the transfer of consideration is
received or before the unconditional transfer of consideration is due, the entity shall present the
binding arrangement as a binding arrangement asset, excluding any amounts presented as a
receivable. A binding arrangement asset is an entity’s right to consideration for satisfying its
compliance obligations in compliance with the terms of the binding arrangement when that right is
conditioned on something other than the passage of time. An entity shall assess a binding
arrangement asset for impairment in accordance with IPSAS 41. An impairment of a binding
arrangement asset shall be measured, presented and disclosed on the same basis as a financial
asset that is within the scope of IPSAS 41 (see also paragraph 177(b)).

A receivable is an entity’s right to consideration that is unconditional. A right to consideration is
unconditional if only the passage of time is required before consideration is due. For example, an
entity would recognize a receivable if it has a present right to a transfer even though that amount may
be subject to refund in the future. In accordance with paragraph 31, an entity shall subsequently
measure a receivable in accordance with IPSAS 41. Upon initial recognition of a receivable, any
difference between the measurement of the receivable in accordance with IPSAS 41 and the
corresponding amount of revenue recognized shall be presented as an expense (for example, as an
impairment loss).
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This Standard uses the terms “binding arrangement asset” and “binding arrangement liability” but
does not prohibit an entity from using alternative descriptions in the statement of financial position for
those items. If an entity uses an alternative description for a binding arrangement asset, the entity
shall provide sufficient information for a user of the financial statements to distinguish between
receivables and binding arrangement assets.

Disclosure

167.

168.

169.

The objective of the disclosure requirements is for an entity to disclose sufficient information
to enable users of financial statements to understand the nature, amount, timing and
uncertainty of revenue and cash flows arising from revenue transactions. To achieve that
objective, an entity shall disclose qualitative and quantitative information about all of the
following:

(@) Its revenues from transactions without binding arrangements (see paragraphs 172-
176);

(b) Its revenues from transactions with binding arrangements (see paragraphs 177-187);

(c) The significant judgments, and changes in the judgments, made in applying this
Standard to those binding arrangements (see paragraphs 188-190); and

(d) Any assets recognized from the costs to obtain or fulfill a binding arrangement with a
resource provider in accordance with paragraph 148 or 152 (see paragraphs 191-192).

An entity shall consider the level of detail necessary to satisfy the disclosure objective and how much
emphasis to place on each of the various requirements. An entity shall aggregate or disaggregate
disclosures so that useful information is not obscured by either the inclusion of a large amount of
insignificant detail or the aggregation of items that have substantially different characteristics. See
paragraphs AG203-AG204 for additional guidance.

An entity shall disclose either on the face of, or in the notes to, the general purpose financial
statements:

(&) The amount of revenue from transactions recognized during the period, showing
separately, and by major classes:

Q) Taxes;
(i)  Other compulsory contributions and levies;
(iii)  Transfers; and
(iv) Compliance obligations in a binding arrangement.
(b) The amount of receivables recognized at the reporting date in respect of revenue;

(c) The amount of liabilities recognized at the reporting date in respect of transferred assets
subject to compliance obligations;

(d) The amount of liabilities recognized at the reporting date in respect of concessionary
loans that are subject to requirements on transferred assets;

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

(f)  The amount of any liabilities forgiven.
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170. An entity shall disclose in the notes to the general purpose financial statements:

171.

@)
(b)

()

(d)

(e)

®

The accounting policies adopted for the recognition of revenue;

The judgments, and changes in the judgments, made in applying this Standard that
significantly affect the determination of the amount and timing of revenue;

For major classes of revenue from transactions, the basis on which the transaction
consideration of inflowing resources was measured,;

For major classes of taxation revenue and revenue from other compulsory contributions
and levies that the entity cannot measure reliably during the period in which the taxable
event or equivalent event for other compulsory contributions and levies occurs,
information about the nature of the tax, or other compulsory contribution or levy;

The nature and type of major classes of bequests, gifts, and donations showing
separately major classes of goods in-kind received; and

Qualitative and quantitative information about services in-kind that have been
recognized.

In the public sector, an entity may have a revenue transaction where the entity is compelled to satisfy
an obligation for or impose a cost on the counterparty in the transaction, and the face value of the
revenue transaction may not always be collectible. This may occur when the entity is compelled by
way of legislation, constitutional authority, legally sanctioned process and policy decisions, or other
mechanisms, and the counterparty may not have the ability or intention to pay. Examples of such
transactions include revenue from taxes or fines without binding arrangements, or revenue from
satisfying a compliance obligation by providing goods or services to a third-party beneficiary in a
binding arrangement. The entity shall disclose the following:

@)

(b)

(©

(d)

A description of the legislation or policy decision which compels a party in the revenue
transaction to satisfy its obligation to the entity in the revenue transaction;

The amount of revenue from these transactions that was recognized after application of
paragraphs 25 and 105 of this Standard, or the amount of revenue recognized after
consideration of an implicit price concession from the application of paragraph 115;

The amount from these transactions that was not recognized as revenue, as the collection of
consideration was not probable in accordance with paragraph 119, or as the amount from these
transactions that was not recognized as revenue as it was considered to be an implicit price
concession from the application of paragraph 115; and

If the transaction consideration has been reduced after consideration of an implicit price
concession from the application of paragraph 115, an entity shall disclose the following:

()  The amount from these transactions that was recognized as revenue after identification
of the implicit price concession; and

(i)  The amount from these transactions that was not recognized as revenue, as it was
considered an implicit price concession.

38



REVENUE

Specific Disclosure for Revenue without Binding Arrangements

172.

173.

174.

175.

176.

As noted in paragraph 46, in many cases an entity will be able to reliably measure assets and revenue
arising from taxation and other compulsory contributions and levies 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 or have
elapsed since the taxable event or equivalent event for other compulsory contributions and levies
occurred. In these cases, the entity makes disclosures about the nature of major classes of taxation
or other compulsory contributions and levies that cannot be reliably measured, and therefore
recognized, during the reporting period in which the taxable event or equivalent event for other
compulsory contributions and levies occurs.

Paragraph 169(e) requires an entity to disclose the existence of advance receipts. 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.

Paragraph 170(e) requires an entity to make disclosures about the nature and type of major classes
of bequests, gifts, and donations it has received. These inflows of resources are received at the
discretion of the resource provider, which exposes the entity to the risk that, in future periods, such
sources of resources may change significantly.

Entities that do not recognize services in-kind on the face of the general purpose financial statements
are strongly encouraged to disclose qualitative information about the nature and type of major classes
of services in-kind received, particularly if those services in-kind received are integral to the
operations of the entity. 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.

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 175 strongly encourages an entity to make qualitative 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.

Specific Disclosure for Revenue with Binding Arrangements

177.

178.

An entity shall disclose all of the following amounts for the reporting period unless those amounts are
presented separately in the statement of financial performance in accordance with other Standards:

(&) Revenue recognized from binding arrangements with compliance obligations, separately from
its other sources of revenue; and

(b)  Any impairment losses recognized (in accordance with IPSAS 41) on any receivables or
binding arrangement assets arising from an entity’s binding arrangements, which the entity
shall disclose separately from impairment losses from other binding arrangements.

Compliance obligations impose limits on the use of assets, which impacts the operations of the entity.
Disclosure of the amount of liabilities recognized in respect of compliance obligations assists users
in making judgments about the ability of the entity to use its assets at its own discretion. Entities are
encouraged to disaggregate by class the information required to be disclosed by paragraph 169(c).
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Disaggregation of Revenue

179.

180.

An entity shall disaggregate revenue recognized from binding arrangements into categories that
depict how the nature, amount, timing and uncertainty of revenue and cash flows are affected by
economic factors. An entity shall apply the guidance in paragraphs AG205-AG207 when selecting
the categories to use to disaggregate revenue.

In addition, an entity shall disclose sufficient information to enable users of financial statements to
understand the relationship between the disclosure of disaggregated revenue (in accordance with
paragraph 179) and revenue information that is disclosed for each reportable segment, if the entity
applies IPSAS 18, Segment Reporting.

Binding Arrangement Balances

181.

182.

183.

An entity shall disclose all of the following:

(@) The opening and closing balances of receivables, binding arrangement assets and binding
arrangement liabilities from binding arrangements, if not otherwise separately presented or
disclosed;

(b) Revenue recognized in the reporting period that was included in the binding arrangement
liability balance at the beginning of the period; and

(c) Revenue recognized in the reporting period from compliance obligations satisfied (or partially
satisfied) in previous periods (for example, changes in transaction consideration).

An entity shall explain how the timing of satisfaction of its compliance obligations (see
paragraph 184(a)) relates to the typical timing of payment (see paragraph 184(b)) and the effect that
those factors have on the binding arrangement asset and the binding arrangement liability balances.
The explanation provided may use qualitative information.

An entity shall provide an explanation of the significant changes in the binding arrangement asset
and the binding arrangement liability balances during the reporting period. The explanation shall
include qualitative and quantitative information. Examples of changes in the entity’s balances of
binding arrangement assets and binding arrangement liabilities include any of the following:

(@) Changes due to public sector combinations;

(b) Cumulative catch-up adjustments to revenue that affect the corresponding binding
arrangement asset or binding arrangement liability, including adjustments arising from a
change in the measure of progress, a change in an estimate of the transaction consideration
(including any changes in the assessment of whether an estimate of variable consideration is
constrained) or a modification to a binding arrangement;

(c) Impairment of a binding arrangement asset;

(d) A change in the time frame for a right to consideration to become unconditional (i.e., for a
binding arrangement asset to be reclassified to a receivable); and

(e) Achange in the time frame for a compliance obligation to be satisfied (i.e., for the recognition
of revenue arising from a binding arrangement liability).
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Compliance Obligations

184.

An entity shall disclose information about its compliance obligations in binding arrangements,
including a description of all of the following:

(&) When the entity typically satisfies its compliance obligations (for example, upon shipment, upon
delivery, as services are rendered or upon completion of service), including when compliance
obligations are satisfied in a bill-and-hold arrangement;

(b)  The significant payment terms (for example, when payment is typically due, whether the
binding arrangement has a significant financing component, whether the consideration amount
is variable and whether the estimate of variable consideration is typically constrained in
accordance with paragraphs 119-121);

(c) The nature of the compliance obligations the entity has promised to satisfy, highlighting any
compliance obligations to arrange for another party to incur compliance obligations (i.e., if the
entity is acting as an agent);

(d)  Obligations for returns, refunds and other similar obligations; and

(e) Types of warranties and related obligations.

Transaction Consideration Allocated to the Remaining Compliance Obligations

185.

186.

187.

An entity shall disclose the following information about its remaining compliance obligations:

(@) The aggregate amount of the transaction consideration allocated to the compliance obligations
that are unsatisfied (or partially unsatisfied) as of the end of the reporting period; and

(b)  An explanation of when the entity expects to recognize as revenue the amount disclosed in
accordance with paragraph 185(a), which the entity shall disclose in either of the following
ways:

Q) On a quantitative basis using the time bands that would be most appropriate for the
duration of the remaining compliance obligations; or

(i) By using qualitative information.

As a practical expedient, an entity need not disclose the information in paragraph 185 for a
compliance obligation if either of the following conditions is met:

(@) The compliance obligation is part of a binding arrangement that has an original expected
duration of one year or less; or

(b)  The entity recognizes revenue from the satisfaction of the compliance obligation in accordance
with paragraph AG90.

An entity shall explain qualitatively whether it is applying the practical expedient in paragraph 186
and whether any consideration from binding arrangements is not included in the transaction
consideration and, therefore, not included in the information disclosed in accordance with
paragraph 185. For example, an estimate of the transaction consideration would not include any
estimated amounts of variable consideration that are constrained (see paragraphs 119-121).
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Significant Judgments in the Application of this Standard

Determining the Timing of Satisfaction of Compliance Obligations

188. For compliance obligations that an entity satisfies over time, an entity shall disclose both of the
following:

(@) The methods used to recognize revenue (for example, a description of the output methods or
input methods used and how those methods are applied); and

(b)  An explanation of why the methods used provide a faithful depiction of the use or transfer of
goods or services.

189. For compliance obligations satisfied at a point in time, an entity shall disclose the significant
judgments made in evaluating when a compliance obligation is satisfied.
Determining the Transaction Consideration and the Amounts Allocated to Compliance Obligations

190. An entity shall disclose information about the methods, inputs and assumptions used for all of the
following:

(@) Determining the transaction consideration, which includes, but is not limited to, estimating
variable consideration, adjusting the consideration for the effects of the time value of money
and measuring non-cash consideration;

(b)  Assessing whether an estimate of variable consideration is constrained;

(c) Allocating the transaction consideration, including estimating stand-alone values of promised
goods or services, and allocating discounts and variable consideration to a specific part of the
binding arrangement (if applicable); and

(d)  Measuring obligations for returns, refunds and other similar obligations.
Assets Recognized from the Costs to Obtain or Fulfill a Binding Arrangement with a Resource
Provider
191. An entity shall describe both of the following:

(@) Thejudgments made in determining the amount of the costs incurred to obtain or fulfill a binding
arrangement with a resource provider (in accordance with paragraph 148 or 152); and

(b)  The method it uses to determine the amortization for each reporting period.
192. An entity shall disclose all of the following:

(@) The closing balances of assets recognized from the costs incurred to obtain or fulfill a binding
arrangement with a resource provider (in accordance with paragraph 148 or 152), by main
category of asset (for example, costs to obtain binding arrangements with resource providers,
pre-binding arrangement costs and setup costs); and

(b)  The amount of amortization and any impairment losses recognized in the reporting period.
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Practical Expedients

193.

If an entity elects to use the practical expedient in either paragraph 126 (about the existence of a
significant financing component) or paragraph 151 (about the incremental costs of obtaining a binding
arrangement), the entity shall disclose that fact.

Effective Date and Transition

Effective Date

194.

195.

An entity shall apply this Standard for annual financial statements covering periods beginning
on or after January 1, 2026. Earlier application is permitted. If an entity applies this Standard
earlier, it shall disclose that fact.

When an entity adopts the accrual basis IPSAS 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 IPSAS.

Transition

196.

197.

198.

199.

For the purposes of the transition requirements in paragraphs 197-203:

(@) The date of initial application is the start of the reporting period in which an entity first applies
this Standard; and

(b) A completed binding arrangement is a binding arrangement for which:

(i)  The entity has satisfied all of the conditions identified in accordance with IPSAS 23,
Revenue from Non-Exchange Transactions (Taxes and Transfers); or

(i) The entity has satisfied all of its promises identified in accordance with IPSAS 9,
Revenue from Exchange Transactions and IPSAS 11, Construction Contracts.

An entity shall apply this Standard using one of the following two methods:

(@) Retrospectively to each prior reporting period presented in accordance with IPSAS 3, subject
to the expedients in paragraph 199; or

(b) Retrospectively with the cumulative effect of initially applying this Standard recognized at the
date of initial application in accordance with paragraphs 201-203.

Notwithstanding the requirements of paragraph 33 of IPSAS 3, when this Standard is first applied,
an entity need only present the quantitative information required by paragraph 33(f) of IPSAS 3 for
the annual period immediately preceding the first annual period for which this Standard is applied
(the “immediately preceding period”) and only if the entity applies this Standard retrospectively in
accordance with paragraph 197(a)). An entity may also present this information for the current period
or for earlier comparative periods, but is not required to do so.

An entity may use one or more of the following practical expedients when applying this Standard
retrospectively in accordance with paragraph 197(a):

(@) For completed binding arrangements, an entity need not restate binding arrangements that:

0] Begin and end within the same annual reporting period; or
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(i)  Are completed binding arrangements at the beginning of the earliest period presented.

(b)  For completed binding arrangements that have variable consideration, an entity may use the
transaction consideration at the date the binding arrangement was completed rather than
estimating variable consideration amounts in the comparative reporting periods.

(c) For binding arrangements that were modified before the beginning of the earliest period
presented, an entity need not retrospectively restate the binding arrangement for those
modifications to a binding arrangement in accordance with paragraphs 65-66. Instead, an
entity shall reflect the aggregate effect of all of the modifications that occur before the beginning
of the earliest period presented when:

0] Identifying the satisfied and unsatisfied compliance obligations;
(i)  Determining the transaction consideration; and

(i)  Allocating the transaction consideration to the satisfied and unsatisfied compliance
obligations.

(d) For all reporting periods presented before the date of initial application, an entity need not
disclose the amount of the transaction consideration allocated to the remaining compliance
obligations and an explanation of when the entity expects to recognize that amount as revenue.

For any of the practical expedients in paragraph 199 that an entity uses, the entity shall apply that
expedient consistently to all binding arrangements within all reporting periods presented. In addition,
the entity shall disclose all of the following information:

(@) The expedients that have been used; and

(b)  To the extent reasonably possible, a qualitative assessment of the estimated effect of applying
each of those expedients.

If an entity elects to apply this Standard retrospectively in accordance with paragraph 197(b), the
entity shall recognize the cumulative effect of initially applying this Standard as an adjustment to the
opening balance of accumulated surplus (or other component of net assets/equity, as appropriate) of
the annual reporting period that includes the date of initial application. Under this transition method,
an entity may elect to apply this Standard retrospectively only to binding arrangements that are not
completed binding arrangements at the date of initial application (for example, January 1, 20XX for
an entity with a December 31 year-end).

An entity applying this Standard retrospectively in accordance with paragraph 197(b) may also use
the practical expedient described in paragraph 199(c), either:

(@) For all modifications to a binding arrangement that occur before the beginning of the earliest
period presented; or

(b)  For all modifications to a binding arrangement that occur before the date of initial application.

If an entity uses this practical expedient, the entity shall apply the expedient consistently to all binding
arrangements and disclose the information required by paragraph 200.

For reporting periods that include the date of initial application, an entity shall provide both of the
following additional disclosures if this Standard is applied retrospectively in accordance with
paragraph 197(b):
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(@) The amount by which each financial statement line item is affected in the current reporting
period by the application of this Standard as compared to IPSAS 9, IPSAS 11, and IPSAS 23;
and

(b)  An explanation of the reasons for significant changes identified.

Withdrawal of Other Standards

204. This Standard supersedes the following Standards:
(@ IPSAS 9, issued in 2001;
(b) IPSAS 11, issued in 2001; and
(c) IPSAS 23, issued in 2006.

IPSAS 9, IPSAS 11, and IPSAS 23 remain applicable until IPSAS 47 is applied or becomes effective,
whichever is earlier.
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Appendix A

Application Guidance

This Appendix is an integral part of IPSAS 47.

AG1. This Application Guidance is organized into the following categories:

(@)
(b)
()

(d)

Scope (paragraphs AG2-AG9);

Definitions (paragraphs AG10-AG12);

Identify the Revenue Transaction (paragraphs AG13-AG31);

(i)
(ii)

Enforceability (paragraphs AG14-AG25);
Parties in an Arrangement (paragraphs AG26—-AG31);

Revenue from Transaction with Binding Arrangements (paragraphs AG32-AG138);

0}
(i)
(iii)

(iv)
v)

(vi)
(vii)

(viii)

(ix)

)

(xi)

(xii)
(xiii)

(xiv)

(xv)

(xvi)

Criteria for the Binding Arrangement Accounting Model (paragraphs AG32-AG39);
Breach of Terms and Conditions of a Binding Arrangement (paragraphs AG40-AG42);

Identifying Compliance Obligations in a Binding Arrangement (paragraphs AG43—
AG56);

Initial Recognition of Revenue (paragraphs AG57-AG58);
Existence and Recognition of a Liability (paragraphs AG59-AG62);
Satisfaction of Compliance Obligations (paragraphs AG63—-AG81);

Resource Provider Acceptance of the Entity’'s Transfer of Goods or Services
(paragraphs AG82—-AG85);

Methods for Measuring Progress towards Complete Satisfaction of a Compliance
Obligation (paragraphs AG86—-AG95);

Right of Return for a Transfer of Goods or Services to Another Party (paragraphs
AG96-AG103);

Consideration Payable to a Resource Provider for a Transfer of Goods or Services to
Another Party (paragraphs AG104—-AG106);

Allocation of a Discount for a Transfer of Goods or Services to Another Party
(paragraphs AG107-AG109);

Determination of the Stand-Alone Value (paragraph AG110);

Warranties for Goods or Services Transferred to Another Party (paragraphs AG111—
AG116);

Principal Versus Agent Considerations (paragraphs AG117-AG125);

Resource Provider Options for Additional Goods or Services (paragraphs AG126—
AG130);

Resource Providers’ Unexercised Rights (paragraphs AG131-AG134);
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(xvii) Non-Refundable Upfront Fees (and Some Related Costs) for a Transfer of Goods or
Services to Another Party (paragraphs AG135-AG138);

Application of Principles to Specific Transactions (paragraphs AG139-AG202);

0] Capital Transfers (paragraphs AG140-AG142);

(i)  Services In-Kind (paragraphs AG143-AG149);

(i)  Pledges (paragraph AG150);

(iv)  Advance Receipts of Transfers (paragraph AG151);

(v) Concessionary Loans (paragraphs AG152—-AG153);

(vi) Measurement of Transferred Assets (paragraph AG154);

(vii) Debt Forgiveness and Assumptions of Liabilities (paragraphs AG155-AG158);
(viii) Fines (paragraphs AG159-AG160);

(ix) Bequests (paragraphs AG161-AG163);

(x)  Gifts and Donations, including Goods In-Kind (paragraphs AG164-AG167);
(xi) Licensing (paragraphs AG168-AG182);

(xii) Repurchase Agreements (paragraphs AG183—-AG196);

(xiii) Consignment Arrangements (paragraphs AG197-AG198);

(xiv) Bill-and-Hold Arrangements (paragraphs AG199—-AG202); and

Disclosure (paragraphs AG203-AG207);

0] Disclosure of Disaggregated Revenue (paragraphs AG205-AG207).

Scope (paragraph 3)

AG2.

AG3.

AG4.

The scope of this Standard is focused on establishing principles and requirements when accounting
for revenue transactions. Revenue may arise from transactions without binding arrangements or
with binding arrangements. The definitions in paragraph 4 establish the key elements in applying
the scope of the Standard.

While taxation is the major source of revenue for many governments, other public sector entities
rely on transfers (sometimes known as grants) and other sources of funding. Examples of these
revenues include, but are not limited to:

(@)
(b)

(©)

Taxes;

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

Capital transfers.

This Standard specifies the accounting for the incremental costs of obtaining a binding arrangement
and for the costs incurred to satisfy a binding arrangement if those costs are not within the scope
of another Standard (see paragraphs 148-161). An entity shall apply those paragraphs only to the
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costs incurred that relate to a binding arrangement (or part of that binding arrangement) that is
within the scope of this Standard.

Scope Exclusions

AGS.

AG6.

AGT.

AGS.

AG9.

Gains from the sale of non-financial assets within the scope of IPSAS 16, Investment Property,
IPSAS 31, Intangible Assets, or IPSAS 45, Property, Plant, and Equipment, that are not an output
of an entity’s activities are not considered revenue. However, the recognition and measurement
principles within this Standard may be applied to account for the disposals of such assets.

This Standard does not apply to public sector combinations. 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 of the
assets and liabilities of another operation or entity. Public sector combinations are accounted for in
accordance with IPSAS 40, Public Sector Combinations.

Transfers of resources that satisfy the definition of contributions from owners will not give rise to
revenue. Contributions from owners are defined in IPSAS 1, Presentation of Financial Statements.
For a transaction to qualify as a contribution from owners, it will be necessary to satisfy the
characteristics identified in that definition, and to consider the substance rather than the form of the
transaction. A contribution from owners may be evidenced by, for example:

(@) 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;

(b) A formal agreement, in relation to the contribution, establishing or increasing an existing
financial interest in the net assets/equity of the recipient that can be sold, transferred, or
redeemed; or

(c) The issuance, in relation to the contribution, of equity instruments that can be sold,
transferred, or redeemed.

Agreements that (a) 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) 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.

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 entity will pay fixed distributions to the
resource provider, with a return of the resource provider’s investment at a specified future time, the
transaction is more characteristic of a loan. For contractual arrangements, an entity also considers
the guidance in IPSAS 28, Financial Instruments: Presentation, when distinguishing liabilities from
contributions from owners.
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Definitions (paragraphs 4-8)

Binding Arrangement

AG10.

AG11.

AG12.

A binding arrangement is an arrangement that confers both enforceable rights and obligations on
the parties to the arrangement. A contract is a type of binding arrangement. Each party in the
binding arrangement willingly entered into the arrangement and is able to enforce their respective
rights and obligations conferred on them in the arrangement.

This Standard specifies the accounting for an individual binding arrangement. However, as a
practical expedient, an entity may apply this Standard to a portfolio of binding arrangements (or
compliance obligations) with similar characteristics if the entity reasonably expects that the effects
on the financial statements of applying this Standard to the portfolio would not differ materially from
applying this Standard to the individual binding arrangements (or compliance obligations) within
that portfolio. When accounting for a portfolio, an entity shall use estimates and assumptions that
reflect the size and composition of the portfolio.

Binding arrangements can be evidenced in several ways. A binding arrangement is often, but not
always, in writing, in the form of a contract or documented discussions between the parties. The
binding arrangement may arise from legal contracts or through other equivalent means such as
statutory mechanisms (for example, through legislative or executive authority and/or cabinet or
ministerial directives). Legislative or executive authority can create enforceable arrangements,
similar to contractual arrangements, either on their own or in conjunction with legal contracts
between the parties.

Identify the Revenue Transaction (paragraphs 9-15)

AG13.

An entity shall consider the terms of its revenue transaction and all relevant facts and
circumstances when applying this Standard. An entity shall apply this Standard, including the use
of any practical expedients, consistently to arrangements with similar characteristics and in similar
circumstances.

Enforceability

AG14.

AG15.

The interdependent rights and obligations in an arrangement must be enforceable to meet the
definition of a binding arrangement. Enforceability can arise from various mechanisms, so long as
the mechanism(s) provide(s) the entity with the ability to enforce the terms of the arrangement and
hold the parties in the arrangement accountable for the satisfaction of stated obligations. An entity
should determine whether an arrangement is enforceable based on whether each entity in the
arrangement has the ability to enforce the rights and the obligations. The entity’s assessment of
enforceability occurs at inception and when a significant external change indicates that there may
be a change in the enforceability of that arrangement.

Since enforceability can arise from various mechanisms, an entity should objectively assess all
relevant factors to determine whether an arrangement is enforceable. In some jurisdictions, public
sector entities cannot enter into legal obligations, because they are not permitted to contract in their
own name; however, there are alternative processes with equivalent effect to legal arrangements
(described as enforceable through equivalent means). For an arrangement to be enforceable
through “equivalent means”, the presence of an enforcement mechanism outside the legal system,
that is similar to the force of law without being legal in nature, is required to establish the right of

49



AG16.

AG17.

AG18.

AG19.

AG20.

AG21.

AG22.

REVENUE

the resource provider to obligate the entity to complete the agreed obligation or be subject to
remedies for non-completion. Similarly, a mechanism outside the legal systems, that is similar to
the force of law without being legal in nature, is required to establish the right of the entity to obligate
the resource provider to pay the agreed consideration. Thus, an entity should identify and assess
all relevant factors by considering legal or equivalent means in which the involved parties enforce
each of the respective rights and obligations under the arrangement.

In the public sector, an arrangement is enforceable when each of the parties in the arrangement is
able to enforce their respective rights and obligations. An arrangement is enforceable if the
agreement includes:

(a) Clearly specified rights and obligations for each involved party; and

(b) Remedies for non-completion by each involved party which can be enforced through the
identified enforcement mechanisms.

When an entity assesses enforceability, the entity should consider how the identified mechanisms
of enforceability impose implicit or explicit consequences on any party or parties that do not satisfy
their obligation(s) in the arrangement, through legal or equivalent means. If the entity is not able to
determine how the mechanisms of enforceability identified would in substance enable the entity to
hold the other parties in the arrangement accountable for satisfying their obligation(s) in cases of
non-completion, then the arrangement is not enforceable and does not meet the definition of a
binding arrangement.

Enforceability arises from the compulsion by a legal system, including through legal means
(enforced in the courts in a jurisdiction, as well as judicial rulings and case law precedence to
comply with the terms of the arrangement) or compliance through equivalent means (laws and
regulations, including legislation, executive authority, cabinet or ministerial directives).

Executive authority (sometimes called an executive order) is an authority given to a member or
selected members of a government administration to create legislation without ratification by the
full parliament. This may be considered a valid enforcement mechanism if such an order was issued
directing an entity to satisfy the stated obligations in the arrangement.

Cabinet or ministerial directives may create an enforcement mechanism between different
government departments or different levels of government of the same government structure. For
example, a directive given by a minister or government department to an entity controlled by the
government to satisfy the stated obligations in the arrangement may be enforceable. Each party
must be able to enforce both the rights and obligations conferred on them in the arrangement to
meet the definition of a binding arrangement. Each party must have the ability and authority to
compel the other party or parties to fulfill the promises established within the arrangement or to
seek redress should these promises not be satisfied.

Sovereign rights are the authority to make, amend and repeal legal provisions. On its own, this
authority does not establish enforceable rights and obligations for the purposes of applying this
Standard. However, if the use of sovereign rights were detailed in the arrangement as a means of
enforcing the satisfaction of obligations by an entity, this may result in a valid enforcement
mechanism.

An entity may feel compelled to deliver on the obligations in an arrangement because of the risk
that it might not receive future funding from the other party. In general, the ability to reduce or
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withhold future funding to which the entity is not presently entitled would not be considered a valid
enforcement mechanism in the context of this Standard because there is no obligation on the
resource provider to provide such funding. However, if the entity is presently entitled to funding in
the future through another binding arrangement, and the terms of this other binding arrangement
specifically allow for a reduction in the future funding if other arrangements are breached, then the
reduction in future funding could be considered a valid enforcement mechanism.

When determining if a reduction of future funding would be an enforcement mechanism, the entity
shall apply judgment based on the facts and circumstances. Key factors that may indicate the
resource provider would reduce future funding in the event of a breach of promises made in another
binding arrangement are the resource provider’s ability to reduce future funding and its past history
of doing so.

A statement of intent or public announcement by a resource provider (e.g., government) to spend
money or deliver goods and/or services in a certain way is not, in and of itself, an enforceable
arrangement for the purposes of this Standard. Such a declaration is general in nature and does
not create a binding arrangement between a resource provider and an entity (resource recipient).

In some jurisdictions, specific terms and conditions may be included in arrangements that are
intended to enforce the rights and obligations, but they have not been historically enforced. If past
experience with a resource provider indicates that the resource provider never enforces the terms
of the arrangement when breaches have occurred, then the entity may conclude that the terms of
the arrangement are not substantive, and may indicate that such terms do not in substance hold
the other entity accountable and the arrangement is not considered enforceable. However, if the
entity has no experience with the resource provider, or has not previously breached any terms that
would prompt the resource provider to enforce the arrangement, and it has no evidence to the
contrary, the entity would assume that the resource provider would enforce the terms, and the
arrangement is considered enforceable. An entity should consider any past history of enforcement
as one of the relevant factors in its overall assessment of enforceability and whether the entities
can objectively be held accountable for enforcing the rights and satisfying the obligations they
agreed to in the arrangement.

Parties in an Arrangement

AG26.

AG27.

Arrangements in the public sector often include two or more parties. For the arrangement to meet
the definition of a binding arrangement for the purposes of this Standard, at least two of the parties
to the arrangement must have their own rights and obligations conferred by the arrangement, and
the ability to enforce these rights and obligations.

For public sector-specific transactions with binding arrangements, the resource provider is the party
that provides consideration to the entity for goods or services set out in a binding arrangement but
is not necessarily the party that receives those goods or services. The resource provider may
provide consideration for the entity to:

(& Use resources internally for goods or services. In these cases, the resource provider does
not directly receive any goods, services, or other assets in return;
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(b)  Transfer distinct goods or services to the resource provider. In these cases, the resource
provider is a purchaser’, as it receives goods or services that are an output of an entity’s
activities under a binding arrangement for its own consumption; or

(c) Transfer distinct goods or services to a third-party beneficiary. In multi-party arrangements
(discussed below), the resource provider has a binding arrangement with and provides
consideration to the entity to deliver goods or services to a third-party beneficiary. For
example, if a central government provides funding to a regional health department to conduct
bone density screening for citizens over the age of 55, the central government is the resource
provider and the citizens are the third-party beneficiaries. The resource provider can enforce
delivery of those goods or services or seek recourse from the entity if the promises in the
binding arrangement are not satisfied.

That is, at a minimum, the entity receiving the consideration (resource recipient) must be able to
enforce the promise to receive funding (consideration), and the entity providing the funding (the
resource provider) must be able to enforce satisfaction of the obligations assumed by the entity
receiving the consideration. The minimum two-way enforceability in a binding arrangement is
illustrated in the diagram below:

RIGHT TO ENFORCE SATISFACTION OF OBLIGATIONS

' PROMISE TO PROVIDE FUNDING 1

RESOURCE ENTITY
PROVIDER (RESOURCE RECIPIENT)

' PROMISE TO SATISFY OBLIGATIONS '

RIGHT TO RECEIVE FUNDING

Parties noted within a binding arrangement that do not have enforceable rights and obligations are
third-party beneficiaries. Third-party beneficiaries in multi-party binding arrangements do not have
any rights to force the entity to deliver goods or services. However, for these multi-party
arrangements to be within the scope of this Standard the resource provider must have the ability
to force the entity to deliver distinct goods or services to the third-party beneficiaries. In these multi-
party arrangements, the entity (resource recipient) is not an agent of the resource provider because
the entity gains control of the consideration from the resource provider and is responsible for

7

A purchaser is a resource provider that provides a resource to the entity in exchange for goods or services that

are an output of an entity’s activities under a binding arrangement for its own consumption. A customer is a type
of purchaser.
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providing goods or services to the third-party beneficiaries. This relationship is illustrated in the
following diagram:

National Government
(Resource provider)

Binding

Arrangement

Regional Government Health

Services Entity
(Entity — Resource recipient)

Citizens Receiving Health Services
(Third-party beneficiaries)

AG30. In assessing enforceability of an arrangement, the entity considers not only its ability to enforce its
right to receive funds related to the completed obligation(s), but also the resource provider’s ability
to compel the entity to satisfy its obligations.

AG31. Some revenue transactions may be enforceable, but only create enforceable rights and obligations
for one party in the arrangement. These transactions do not meet the definition of a binding
arrangement for the purposes of this Standard because of the lack of two-way enforceability.

Revenue from Transactions with Binding Arrangements
Criteria for the Binding Arrangement Accounting Model (paragraphs 56—61)

Economic Substance

AG32. An entity shall determine whether a transaction with a binding arrangement that requires a transfer
of distinct goods or services to a purchaser or third-party beneficiary has economic substance by
considering the extent to which its future cash flows or service potential is expected to change as
a result of the transaction. A transaction has economic substance if:

(8 The configuration (risk, timing, and amount) of the cash flows or service potential of the asset
received differs from the configuration of the cash flows or service potential of the asset
transferred: or

(b)  The entity-specific value of the portion of the entity’s operations affected by the transaction
changes as a result of the exchange; and

(c) The differences in (a) and (b) are significant relative to the current value of the assets
exchanged.

AG33. For the purposes of determining whether a transaction has economic substance, the entity-specific
value of the portion of the entity’s operations affected by the transaction shall reflect post-tax cash
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flows, if tax applies. The results of these analyses may be clear without an entity having to perform
detailed calculations.

For the purposes of this Standard, economic substance includes commercial substance.

Probability of Collection of Consideration to which an Entity is Entitled — Consequences of Paragraph 56(e)

AG35.

AG36.

AG37.

AG38.

AG39.

An entity should apply judgment in considering the facts and circumstances upon entering into a
binding arrangement to assess the resource provider’s ability and intent at inception to pay the
expected consideration at a future date.

An entity should assess collectability at the inception of the binding arrangement based on the
entity’s best estimate of the risks associated with the resource provider in the binding arrangement.
This initial assessment may differ from actual consideration collected subsequently as a result of
changes in conditions or expectations. Such changes would be reflected as either impairment
(decline from initial circumstances) or recognition of the full consideration (exceeding the expected
collection determined at inception).

A price concession may be provided as part of the binding arrangement. A price concession is
generally known by the parties at the inception of the binding arrangement, either implicitly or
explicitly, and potentially informed by past history with the parties. This Standard typically measures
revenue based on the transaction consideration to which an entity expects to be entitled rather than
the amount that it expects to ultimately collect. Revenue is adjusted for discounts, rebates, refunds,
credits, price concessions, incentives, performance bonuses, penalties or other similar items, but
it is not reduced for impairment losses. However, where an entity is providing goods or services
and accepts a lower amount of consideration from the resource provider than the price stated in
the binding arrangement, the acceptance of the lower amount of consideration represents an
implicit price concession (see paragraphs 109 and 115(b)). The entity assesses whether this lower
amount of consideration, after taking the implicit price concession into account, meets the
collectability criterion in paragraph 56(e).

In some binding arrangements, entities are compelled by legislation to provide certain goods or
services (such as water and electricity) to all citizens, regardless of whether the citizens have the
intention or ability to pay for those goods or services.

When payment of the consideration, less any price concession, is not probable for delivering the
good or service to certain groups of citizens, the criterion for identifying a binding arrangement in
paragraph 56(e) is not met. In these circumstances, where the collection of the consideration, less
any price concession, is not probable at the inception of the binding arrangement, an entity shall
apply paragraph 58 of this Standard.

Breach of Terms and Conditions of a Binding Arrangement

AG40.

The accounting treatment of a breach of the terms and conditions of a binding arrangement
depends on:

(@ Whether there are any incomplete compliance obligations remaining under the arrangement;

(b)  When the breach occurred — i.e., whether it was in the period in which the breach is
discovered or in a prior period; and

(c) The reason for the breach.
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If the breach occurs in the current period and is identified before the authorization of the financial
statements for issue, the entity will recognize a liability for the amount to be refunded to the resource
provider and derecognize any revenue recognized during the reporting period.

Where the breach is determined to have occurred in a prior period, the accounting treatment will
be decided by assessing whether the breach has resulted in a:

(@ Change in accounting estimate as defined in IPSAS 3, Accounting Policies, Changes in
Accounting Estimates, and Errors. Accounting estimates are used where items in financial
statements cannot be measured with precision and judgment may be required in measuring
those items as described in IPSAS 3;

(b)  Prior period error which has arisen from a failure to use, or from the misuse of, faithfully
representative information that was available when the financial statements for the period
were authorized for issue or could reasonably be expected to have been obtained; or

(c) Separate past event because the amount recognized in prior period financial statements is
not an estimated amount and was based on the use of faithfully representative information
available at the date of the approval of the financial statements for the relevant reporting
period.

Identifying Compliance Obligations in a Binding Arrangement (paragraphs 68-77)

Promises to Use Resources

AGA43.

AG44.

AGA45.

A compliance obligation is an entity’s promise in a binding arrangement to either use resources
internally for a distinct good or service or transfer a distinct good or service to a purchaser (i.e.,
resource provider) or third-party beneficiary. The objectives of a compliance obligation may be
incremental to the entity’s service delivery objectives, or additional objectives in which the entity
has engaged through the binding arrangement. The promise to use resources results in other
resources (i.e., distinct goods or services that provide rights to economic benefits or service
potential, or both) for either the reporting entity or another external party (either the purchaser or a
third-party beneficiary. See paragraph AG49 for further guidance). The entity may also receive the
benefit of the good or service but directs the use of the benefit to other parties.

This Standard requires an entity to appropriately identify any compliance obligations when it enters
into a binding arrangement, and then recognize revenue as or when it satisfies each of the identified
compliance obligations in accordance with the terms and conditions of the binding arrangement.

In the public sector, identifying compliance obligations may require significant judgment. A
necessary condition for the existence of a compliance obligation is that the promise must be
sufficiently specific to be able to determine when that compliance obligation is satisfied. An entity
considers the following factors in identifying whether a promise is sufficiently specific:

(@ The nature or type of the promise to use resources;
(b)  The cost or value of the distinct goods or services from the promise to use resources;
(c) The quantity of the distinct goods or services from the promise to use resources; and

(d)  The period over which the use of resources occurs.
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The existence of performance indicators in relation to the promises may, but does not necessarily,
indicate the existence of a compliance obligation as defined in this Standard. A performance
indicator is a type of performance measurement (either quantitative, qualitative or descriptive) used
to evaluate the success and extent to which an entity is using resources, providing services and
achieving its service performance objectives. A performance indicator is often an internally imposed
measure of performance and not a compliance obligation.

Promises to Use Resources Internally

AGA4T.

AGA48.

In many instances, an entity’s promise in a binding arrangement requires the entity to use resources
internally for a distinct good or service to achieve specific service delivery objectives. Examples of
resources provided to a public sector entity in a binding arrangement may include:

(8) Transfers from national governments to provincial, state or local governments;
(b) Transfers from state/provincial governments to local governments;
(c) Transfers from governments to other public sector entities;

(d) Transfers to governmental agencies that are created by laws or regulations to perform
specific functions with operational autonomy, such as statutory authorities or regional boards
or authorities; and

(e) Transfers from donor agencies to governments or other public sector entities.

A resource provider in the binding arrangement would have the ability to enforce how the entity
uses resources to achieve specific objectives and hold the entity accountable in complying with
such terms. The compliance obligations may be imposed by requirements in binding arrangements
establishing the basis of transfers, or may arise from the normal operating environment, such as
the recognition of advance receipts.

Promises to Use Resources for Another Party (A Resource Provider (Purchaser) or Third-Party Beneficiary)

AG49.

AG50.

AG51.

In some instances, an entity’s promise in a binding arrangement requires the entity to use resources
to transfer a distinct good or service to an external party or parties (i.e., to the purchaser (resource
provider) or a third-party beneficiary) identified in the binding arrangement, in compliance with the
terms and conditions of the binding arrangement. In practice, an entity will consider whether it
maintains control of the resources, or the resources are converted into a good and/or service and
are required to be transferred to the resource provider or a third-party beneficiary. In this case, the
resource provider is effectively a purchaser of distinct goods or services from the entity.

A key feature distinguishing an entity’s promise to transfer a distinct good or service from other
promises in the binding arrangement is the clear identification of an external party receiving the
distinct goods or services. A binding arrangement which imposes an obligation on an entity to
transfer a distinct good or service to a specified external party (i.e., the purchaser or a specified
third-party beneficiary) generally provides a clear indicator of specificity and transfer of control of
the economic benefits and service potential of the resources from the entity to the external party.

Depending on the binding arrangement, goods or services promised in a compliance obligation
may include, but are not limited to, the following:

(a) Provision of goods produced by an entity (for example, inventory such as publications or
municipal water provided for a fee);
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(b)  Purchase of goods by an entity and provided to citizens (for example, waste collection bins);

(c) Resale of rights to goods or services purchased by an entity (for example, an emission
allowance resold by an entity acting as a principal, see paragraphs AG117-AG125);

(d) Provision of goods or services by an entity to third-party beneficiaries (for example a
vaccination program for children provided by a hospital that was funded by a government for
that purpose);

(e) Performing a task for a purchaser that is specified in the binding arrangement (for example,
management of water facilities);

) Providing a service of standing ready to provide goods or services (for example, paramedics
on site at an athletic competition organized by a community group);

(@) Providing a service of arranging for another party to transfer goods or services to a purchaser
or third-party beneficiary (for example, the Post Office acting as an agent of another party by
collecting telephone and electricity payments, see paragraphs AG117-AG125);

(h)  Granting rights to goods or services to be provided in the future that 