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1. To identify key issues related to public sector specific financial instruments. 

2. To provide directions on the way forward on the issues identified; statutory receivables, statutory 
payables and securitizations, for development of consultation paper(s). 

Material Presented 

Agenda Item 10.1 Draft Issues Paper, Public Sector Specific Financial Instruments 

Agenda Item 10.2 South African GRAP 108: Statutory Receivables 
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3. The IPSASB is asked to consider the issues paper and provide direction on how the issues 
identified in the paper, and any further issues identified by Members, should be addressed. 
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IPSASB Meeting (June 2014)   Agenda Item 
             10.1 

Objectives of Agenda Item 

1. To identify key issues related to public sector specific financial instruments. 

2. To provide directions on the way forward on the issues identified; statutory receivables, statutory 
payables and securitizations, for development of consultation paper(s). 

Background 

3. The IPSASB approved a project brief on Public Sector Specific Financial Instruments at the 
December 2013 meeting in Ottawa, Canada. The IPSASB decided that the project should start with 
a research phase to determine if the issues identified are complete and appropriate. The research 
phase of the project will continue until the issuance of a revised project brief and a consultation paper. 

4. Staff presented an issues paper at the March 2014 meeting discussing the following issues: 

(a) Central banks’ use of IPSAS;  

(b) Currency and coin in circulation; 

(c) Monetary gold; and 

(d) Special Drawing Rights (SDRs) and membership in the International Monetary Fund (IMF). 

5. A further issues paper covering the topics discussed at the March 2014 meeting will be discussed in 
September 2014. 

6. This issues paper addresses statutory1 receivables and payables, as well as securitization schemes 
in the public sector. This paper will report on national accounting standards which address these 
topics and present views on the way forward for the project for consideration and feedback. Both staff 
and the TBG, require input from members on the issues discussed in the paper. 

Development of the Task Force 

7. The IPSASB agreed to add one or two non-IPSASB members to the current TBG to form a task force. 
The IMF has provided one individual who has been added to the task force so far. Currently, work 
continues to identify an additional candidate from a government/central bank. 

Statutory Receivables and Payables 

8. In December 2013 the IPSASB directed staff to carry out research on statutory receivables, statutory 
payables, and securitizations, including the identification of examples of transactions. This issues 
paper gives the result of research carried out by staff. 

9. Guidance in IPSAS is comprehensive for accounting for receivables and payables that are 
contractual. A gap exists in IPSASB’s literature in accounting for non-contractual transactions, as the 
definitions in IPSAS 28-30, Financial Instruments, are applicable to contractual receivables and 
payables only. Non-contractual receivables and payables are covered to some extent by IPSAS 23, 
Revenue from Non-exchange Transactions (taxes and transfers) and IPSAS 19, Provisions, 
Contingent Liabilities and Contingent Assets. The key issue, for determining the appropriate 
accounting, is whether the transaction is contractual or not. 

1  Statutory receivables and payables are also referred to as non-contractual receivables and payables. 
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10. IPSAS 28.AG20 notes that the substance rather than the legal form of an arrangement is considered 
by an entity in determining whether a “contract” exists under IPSAS. IPSAS describes contracts as 
generally having the following: 

• Contracts involve willing parties entering into an arrangement; 

• The terms of the contract create rights and obligations for the parties in the contract, and those 
rights and obligations need not result in equal performance for each party; and 

• The remedy for non-performance is enforceable by law.  

11. There are a number of transactions for receivables and payables that are non-contractual and are 
governed by laws, legislation or regulation.  

12. Types of non-contractual receivables and payables are taxes, appropriations (government transfers), 
fines and penalties, fees and social benefits. Paragraphs 13-18 discuss these types of transactions. 

Taxes 

13. Taxes—are non-exchange transactions and are economic resources compulsorily paid/payable to 
governments in accordance with laws and/or regulations. Taxes arise based on the occurrence of a 
taxable event such as generating income, owning property or consumption of goods and services. 
For example, governments receive taxes from individuals, this does not create an obligation for the 
government to provide specific goods or services or a specified amount of services for the taxes 
received. Taxes are not entered into willingly and do not create rights and obligations for both parties 
in the transaction and, as such, would be considered non-contractual. 

Government Transfers 

14. Government Transfers or appropriations—at the federal/national, provincial/state and/or 
municipal/city levels is money that is appropriated (transferred) to departments, public entities and 
to/from different government jurisdictions. Transfers can be general (unconditional without 
restrictions in the legislation specifying use) or specific (conditions included in legislation on use). 
Transfers are compulsory transactions that are a result of legislation, which requires various parties 
to undertake certain transactions, which means that they non-contractual. Types of transfers can 
vary. However, often they occur either as a general payment from one level of government to another 
in accordance with an approved budget, or as specific transfer allocations approved through 
legislation that specifies conditions on its use. 

Fines and Penalties 

15. Fines and Penalties—are similar to taxes in that they are established through legislation and are also 
compulsory based on an identified event, which is usually the breach of a law or legislation. Fines 
and penalties are imposed for the purpose of encouraging or discouraging a certain action. When an 
entity or an individual contravenes a law or regulation, a fine or penalty is imposed. Since fines and 
penalties are compulsory transactions that do not give rights and obligations to all parties in the 
transaction, they are non-contractual in nature. Some examples of fines and penalties are:  

• Traffic fines imposed on motorists who disobey traffic laws;  

• Parking fines imposed by a municipality for drivers who disobey parking regulations; 

• Securities regulators who impose fines and penalties on entities for non-compliance with 
regulations; and 

Agenda Item 10.1 
Page 2 of 17 



Public Sector Specific Financial Instruments 
IPSASB Meeting (June 2014) 

• Penalties and fines imposed on individuals and entities for late filing of income taxes or breach 
of tax legislation. 

Fees 

16. Fees levied in accordance with legislation (permits)—are compulsory payments entities are required 
to make in accordance with legislation that allow for certain activities or participation in certain 
markets. Similar to taxes, fees are compulsory payments. However, in the case of fees, they are 
required before a certain activity occurs, and are required for permitted activity to legally proceed. 
Fees may be considered a contractual arrangement in some circumstances, given an entity agrees 
to pay a fee to receive a right or the authority to undertake a certain activity. Therefore, the entity 
provides payment and receives a specific right, while the government receives payment and the 
obligation to allow the entity to participate in a specific action. However, it is unclear if a contract 
would be considered to arise in this situation. Some examples of fees are as follows: 

• Driver’s license fees; 

• Payment for quotas for farming and fishing; 

• Payment for mineral, oil and gas, exploration and extractions rights; 

• Business permits; 

• Regulated industry permits—such as fees from financial services and securities regulators; 
and 

• Permits to sell regulated products or provide regulated services such as tobacco, alcohol and 
gaming. 

Social Benefits 

17. Social benefits—payments or transfers made by public sector entities to individuals or organizations. 
The nature of social benefits and accounting guidance for such schemes are being considered in the 
social benefits project. The IPSASB should be aware of the potential of overlap between the social 
benefits project and any project related to non-contractual payables. 

18. The key factor for all the types of transactions discussed above; taxes, transfers, penalties and fines, 
fees and social benefits, is that they are usually non-contractual.  

Matter(s) for Consideration 

1. The IPSASB is asked to consider the types of transactions noted above and provide feedback on the 
following: 

• Do members agree with the analysis of the nature of such transactions (contractual vs. non-
contractual); and 

• Is the IPSASB aware of any other types of transactions which should be considered?  

National Standards and Other Sources  

19. South Africa GRAP 108, Statutory Receivables was issued in September 2013. The standard notes 
that statutory receivables can arise from both exchange and non-exchange transactions. Recognition 
and initial recognition criteria are directed by the standard to be applied in line with the existing 
standards in GRAP for revenue from exchange and revenue from non-exchange transactions (which 
are equivalent to IPSAS 9 and IPSAS 23), as well as considering the requirements of GRAP 108. 
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GRAP 108 prescribes subsequent measurement requirements for non-contractual receivables, along 
with relevant disclosures. The standard explicitly scopes out receivables or financial assets that arise 
from contractual arrangements, leases or insurance contracts as defined under IFRS. GRAP 108 is 
included as agenda item 10.2. 

20. Canada has a standard PS 3510, Tax Revenue which deals with how to account and report for tax 
revenue in government financial statements. The standard notes that tax transactions are non-
exchange transactions and are economic resources compulsorily paid/payable to governments in 
accordance with laws and/or regulations. The standard requires taxes to be initially measured at net 
realizable value, even if that revenue is based on actual tax assessments as there is still uncertainty 
related to the outcome of any tax audits, appeals and court decisions in relation to taxes. 

21. Canada has a further standard which deals with government transfers, PS 3410 Government 
Transfers. This standard’s scope is accounting and reporting of government transfers to individuals, 
organizations and other governments from both a transferring government and recipient government 
perspective. Government transfers covered by this standard can be either monetary assets or 
tangible capital assets that are non-exchange transactions, or loans for which a direct financial return 
is not expected. The standard provides recognition criteria for both the transferor and the recipient. 
Transfers of monetary assets are measured at the amount stipulated in the law or regulation. 
Transfers of tangible capital assets are measured at the carrying amount of the transferred asset at 
the time of the transaction. 

22. The New Zealand Treasury has issued accounting guidance on the treatment of tax receivables. The 
guidance notes that tax receivables should be recognized at the amount of the tax owed, 
subsequently adjusted for any penalties and interest as charged, and should be tested for impairment 
in accordance with NZ IAS 36, Impairment of Assets. The guidance notes that tax receivables differ 
from other receivables and loans, in that they are non-contractual and arise from non-exchange 
transactions. The guidance states that the amount of tax owed is equal to fair value, which is 
consistent with NZ IAS 39 and IPSAS 23. These receivables are short term, so there is no need for 
discounting. The tax obligation is analogous to the transaction price and no concessionary terms or 
conditions exist in most cases to suggest that fair value would be less than face value. Subsequent 
measurement should consider adjustments for interest, updates of estimates or outcomes of tax 
disputes. Receivables are to be assessed annually for impairment. NZ does not consider tax 
receivables to be financial instruments. 

23. Australia accounts for statutory tax receivables at cost. Tax receivables derived from statutory 
requirements are explicitly excluded from financial instruments standards. In April 2010 the Australian 
Accounting Standards Board (AASB) expressed a view that AASB 136, Impairment of Assets was 
the most appropriate standard for assessing impairment of statutory receivables (and not AASB 139, 
Financial Instruments). The Australian Commonwealth Government has issued accounting Guidance 
Note No. 2013/1 Annual Appropriations Reporting, for use by Australian government reporting entities 
and its purpose is to provide explanations and interpretations in the application of Australian 
Accounting Standards for accounting for transfers. 

Matter(s) for Consideration 

2. The IPSASB is asked to identify any other national standards or other sources of information to be 
considered by staff in further research. 
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Statutory Receivables 

24. An important characteristic of a statutory receivable is that they do not arise from a contract. The 
types of transactions which might give rise to a statutory receivable have been discussed in 
paragraphs 13-18.  

25. Appendix A, provides a decision tree which outlines the considerations in the decision-making 
process when accounting for revenue transactions using IPSAS. When considering accounting for 
transactions which may result in recognition of a receivable, the first step in the process is making a 
determination as to whether the transaction is an exchange or a non-exchange transaction. 

26. IPSAS 9 Revenue from Exchange Transactions should be applied for exchange transactions. In 
applying IPSAS 9, revenue is recognized when it is probable that the future economic benefits or 
service potential will flow to the entity and these benefits can be reliably measured. IPSAS 9.14 notes 
that revenue should be initially measured at the fair value of the consideration received or receivable. 
Then an assessment of the nature of the arrangement should occur. If the arrangement is contractual, 
then IPSAS 29, Financial Instruments: Recognition and Measurement for subsequent measurement 
should be applied, and IPSAS 30, Financial Instruments: Disclosures should be followed. If the 
contract is non-contractual2, there appears to be no specific literature in IPSAS for subsequent 
measurement and derecognition of revenues under IPSAS 9. In this case the only appropriate IPSAS 
to consider is IPSAS 3, Accounting Policies, Changes in Accounting Estimates and Errors for 
determining an accounting policy for subsequent measurement and derecognition/impairment. 

27. If the transaction is a non-exchange transaction, IPSAS 23, Revenue from Non-Exchange 
Transactions (Taxes and Transfers) should be applied. IPSAS 23.31 requires recognition of revenue 
from non-exchange transactions when the entity obtains control over resources and an inflow of 
economic benefits or service potential is probable and the benefits can be reliably measured. When 
the recognition criteria are met, the receivable is measured at its fair value at the date of acquisition 
in accordance with IPSAS 23.42. There is then a determination whether the arrangement giving rise 
to revenue is contractual or not. If it is contractual, than the entity should apply IPSAS 29, Financial 
Instruments: Recognition and Measurement for subsequent measurement and IPSAS 30, Financial 
Instruments: Disclosures for presentation and disclosure requirements. If the contract is non-
contractual, there appears to be no specific literature in IPSAS to consider for subsequent 
measurement and derecognition for revenues under IPSAS 23. In this case IPSAS 3, Accounting 
Policies, Changes in Accounting Estimates and Errors is the only appropriate guidance for 
determining an accounting policy for subsequent measurement and derecognition/impairment. 

28. There is potential in IPSAS for inconsistency in financial reporting when non-contractual revenue 
transactions are undertaken, under both exchange and non-exchange transactions, as there is a lack 
of guidance for subsequent measurement of receivables or for derecognition/impairment, included in 
IPSAS 9 or IPSAS 23. The current revenue standards provide specific recognition criteria and initial 
measurement, and presentation and disclosure guidance. 

29. Because of the non-contractual nature of statutory receivables they are not considered financial 
instruments. Currently there is a gap in the IPSAS literature related to subsequent measurement and 
derecognition/impairment of non-contractual receivables. Staff believes there is a need to address 
the gap identified and proposes two potential approaches for the IPSASB to consider: 

• Approach one—update IPSAS 23 to address the gap which has been identified. The 2012 
IPSAS workplan consultation had seven respondents support a project improving IPSAS 23. 

2  Staff believes that exchange transactions resulting in a non-contractual receivable would be very rare. 
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In that consultation, a project to update IPSAS 23 had the 3rd highest level of support with 
seven constituents recommending it to be taken on as a project. 

• Approach two—create a new standard similar to the approach of the SAASB in developing 
GRAP 108, Statutory Receivables. This has been designed to address the current gap 
identified for non-contractual3 receivables, such as subsequent measurement, derecognition 
and impairment. A copy of the South African GRAP 108, Statutory Receivables attached as 
agenda item 10.2. 

30. Staff is of the view that the best approach would be approach two. This would address the identified 
gap in the IPSAS literature for subsequent measurement and derecognition of non-contractual 
receivables. Staff is of the view that development of such guidance should occur together with a 
project to further converge IPSAS 9 with IFRS 154 and an update of IPSAS 23.  

Matter(s) for Consideration 

3. The IPSASB is asked to note the information on statutory receivables and provide direction on the 
two proposed approaches to address accounting for statutory receivables. 

Statutory Payables 

31. The proposed definition of a liability in the current conceptual framework states that a liability is a 
present obligation of an entity for an outflow of resources that results from a past event. The IPSAS 
1 definition notes that liabilities are present obligations of the entity arising from past events, the 
settlement of which is expected to result in an outflow or resources embodying economic benefits or 
service potential. The same basic components exist under both definitions and there does not appear 
to be any tension between the two definitions. Under both definitions, a liability can arise from either 
a contractual or non-contractual arrangement.   

32. The first step in considering accounting for any liability is whether the definition is met, regardless of 
it appears contractual or non-contractual (statutory payable). If an entity has a liability, it would then 
consider the decision tree as outlined in Appendix B in determining how to account for it under current 
IPSAS. 

33. IPSAS guidance for accounting for payables can be found currently in either IPSAS 19, Provisions, 
Contingent Liabilities and Contingent Assets, IPSAS 25, Employee Benefits, IPSAS 29, Financial 
Instruments: Recognition and Measurement and in the IPSAS 1 definition of a liability5.  

34. If an entity has a liability, it assesses if it arises from a contract. If the liability is contractual, then it 
should be accounted for in accordance with IPSAS 28-30. 

35. If the liability is non-contractual an assessment as to the certainty of the amount and the timing of the 
settlement would need to be made. When assessing liabilities of uncertain amount or timing, IPSAS 
19, Provisions, Contingent Liabilities and Contingent Assets is the appropriate standard to consider. 

3  This would include non-contractual receivables that arise from both exchange and non-exchange transactions. 

4  IFRS 15, Revenue from Contracts with Customers supersedes the following existing standards in IFRS: IAS 11, Customer Contracts, IAS 18, 

Revenues, IFRIC 13, Customer Loyalty Programmes, IFRIC 15, Agreements for the Construction of Real Estate, IFRIC 18, Transfers of Assets 

from Customers and SIC-31, Revenue-Barter Transactions Involving Advertising Services. IFRS 15 was issued in May 2014. 

 
5  IPSAS 1 defines a liability and provides information on presentation of liabilities on the statement of financial position, but does not specifically 

address recognition, measurement, subsequent measurement or derecognition/impairment. For contractual liabilities guidance exists in IPSAS 28-

30. However, for non-contractual items, no explicit guidance exists.  
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However, when the timing and amount of the liability are certain (or very close to certain), there 
currently is no specific standard in IPSAS and therefore, IPSAS 3, Accounting Policies, Changes in 
Accounting Estimates and Errors would apply. 

36. In most cases transactions which give rise to statutory payables, the timing and amount are certain 
(or virtually certain). For example, if a government is legally required to transfer taxes to another level 
of government, the amount and timing of such a transfer may be determined in budget legislation. 
Therefore, statutory payables would not meet the definition of a provision which states that a provision 
is a liability of uncertain timing or amount. However, statutory payables may meet the recognition 
criteria as IPSAS 19.22 states that—provisions shall be recognized when: a) An entity has a present 
obligation (legal or constructive) as a result of a past event; b) It is probable that an outflow of 
resources embodying economic benefits or service potential will be required to settle the obligation; 
and c) A reliable estimate can be made of the amount of the obligation. All conditions must be met or 
a provision is not recognized.  

37. Considering IPSAS 19.22 recognition criteria, there may be scope to add additional guidance to 
IPSAS 196, or use IPSAS 19 as the basis for developing a separate standard for accounting for 
statutory payables7. 

38. The financial instruments standards are designed for contractual assets, liabilities and equity 
instruments—these transactions are non-contractual8. Staff believes there are two possible 
approaches for proceeding with this portion of the project: 

• Approach one—develop a new IPSAS based on IPSAS 19 to provide guidance on accounting 
for statutory payables when the timing or amount of a liability is certain (or nearly certain). 

• Approach two—do nothing at this time and allow for preparers to continue to use IPSAS 3, 
Accounting Policies, Changes in Accounting Estimates and Errors, to determine accounting 
policies. 

39. Staff is of the view that approach one is the most appropriate. However, it is recommended that if 
approach one is undertaken the IPSASB consider developing such a standard together with a project 
dealing with non-exchange expenses9. 

Matter(s) for Consideration 

4. The IPSASB is asked to note the information on statutory payables and provide direction on the two 
proposed approaches to addressing accounting for non-contractual payables. 

Securitizations 

40. The IPSASB specifically requested research on securitizations, which are common in the private and 
public sectors. Securitizations are complex as the structure and type of schemes vary. Securitization 
schemes and structures are almost always contractual in nature. However, the assets being 

6  To add guidance to IPSAS 19 a new type of specified liabilities would need to be defined in IPSAS 19. Which would not be considered ideal as it 

would change the basic understanding of what a provision is. 
7  Such a standard would scope out transactions covered by exiting standards which can give rise to liabilities, such as; IPSAS 13, leases, IPSAS 19, 

IPSAS 25, Employee Benefits and IPSAS 32, Service Concession Arrangements: Grantor. 

8  In the rare case when a statutory payable is deemed to be contractual, it would then qualify for financial instruments accounting and IPSAS 28-30 

could be applied. 
9  Staff is of the view that developing guidance for statutory payables is an issue which needs to be considered by the IPSASB while considering the 

need for a standard dealing with non-exchange expenses. 

Agenda Item 10.1 
Page 7 of 17 

                                                      



Public Sector Specific Financial Instruments 
IPSASB Meeting (June 2014) 

securitized may not be recognized on the statement of financial position and in rare circumstances, 
may be non-contractual.  

41. Securitizations generally are used to increase liquidity/financing by receiving a lump sum payment 
for transferring assets and their related future streams of cash flows. The issue consistently debated 
around securitizations relates to whether the payment is in substance a sale of an asset or a 
borrowing arrangement. 

42. Securitizations are often used to obtain a better rate for borrowing than an entity can obtain on its 
own or to circumvent restrictions on taking on traditional loans. Transferring assets to a separate 
legal entity, may allow the separate entity to achieve a higher credit rating, than that of the transferring 
entity. This is because the assets being transferred may be of a higher credit quality than the 
transferring entity’s portfolio of assets, the separation of the assets from the liabilities and pool of 
creditors for which the entire entity is exposed and/or the credit enhancements provided to the entity 
holding the assets from the transferor (through guarantees, asset substitution clauses and collateral). 

43. Use of securitizations schemes is relatively new, with the first securitization transaction, of mortgage 
backed securities occurring in the 1970’s in the US. To increase liquidity, US banks used 
securitizations to repackage pools of mortgages for sale as tradable securities. 

44. The main types of securitizations are as follows: 

• Asset-backed securities (ABS)10; 

• Mortgage-backed securities (MBS)11; 

• Collateralized debt obligations (CDO)12; and 

• Future flow securitizations. 

45. Of the above types of securitizations, future flow securitizations are the most frequent in the public 
sector. However, other types of securitizations also occur. 

46. “Future flow securitizations” is a term used to describe securitization vehicles, often used by 
developing countries, to borrow at preferred rates using foreign offshore Special Purpose Vehicles13 
(SPV) to hold receivables. Often these transactions are undertaken to obtain better borrowing rates 
than the government entity would be able to obtain.  

47. The rating agencies have developed a hierarchy of future flow receivable transactions. In developing 
the hierarchy the agencies consider performance, the products securitized and sovereign risks. The 
table below from Standard & Poors and Fitch, notes a hierarchy of the types of future flow receivables 
from the most secure in descending order to the least secure: 

10  ABS—financial security backed by a loan, lease or receivables (i.e. credit card debt) against assets other than real estate. 
11  MBS—financial security backed by a mortgage or a collection of mortgages. 
12  CDO—structured financial product that pools together cash flow-generating assets and repackages these into discrete tranches. The senior tranches 

in a CDO generally are less risky with lower coupon payments, the lower tier tranches have more risk and higher coupons. 

13  SPVs are commonly also called Special Purpose Entities (SPEs). 
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i. Heavy oil receivables 

ii. Diversified Payment Rights (DPRs14), airline tickets receivables, telephone 
receivables, credit card receivables and electronic remittances 

iii. Oil and gas royalties, export receivables 

iv. Paper remittances 

v. Tax revenue receivables 

48. In the public sector securitizations became more frequent in the mid-90’s when several developing 
countries experienced economic crises and had issues raising debt through conventional methods. 
The first significant use of securitizations started in Mexico in the mid-90’s and since then Mexico has 
been one of the most active jurisdictions for securitization transactions. Obtaining foreign financing 
became a significant challenge in Mexico with the devaluation of the Peso. Therefore to raise funds 
the government used nationally owned companies, such as Pemex and Telemex, the state owned 
oil and gas and telephone entities, to raise funds through sales of receivables to offshore SPVs. This 
allowed Mexico to raise foreign capital at more beneficial rates. In 1998 Mexico used securitizations 
of oil export backed securities which were rated BBB by Standard and Poor’s, which was three credit 
rating notches better than Mexican sovereign debt at the time. 

49. Due to legal restrictions on borrowing in Mexico at the state and local levels and the difficulties of 
obtaining affordable financing as a result of credit quality issues, there has been considerable reliance 
on securitizations for financing. The proceeds from these securitization deals have been used 
exclusively to finance public infrastructure and fund service improvements. An area where use of 
securitizations is developing is tax revenue receivables (such as federal tax transfers, payroll taxes, 
real estate taxes and user taxes). Generally a maximum of 50% of the expected taxation level is 
securitized, to reduce risk of variation and shortfalls in revenue. Some examples of securitizations 
undertaken are as follows: 

• In 2007 the state of Oaxaca obtained US$209 million collateralized by vehicle ownership taxes 
for a 30 year term. 

• In 2006 the state of Veracruz securitized approximately US$500 million collateralized by 
vehicle ownership taxes for a 30 year term. 

• In 2003 the state of Veracruz securitized approximately US$500 million collateralized by future 
payroll taxes for a 30 year term. 

50. Some examples of public sector securitizations, that are under consideration or have recently 
occurred are: 

• The government of Australia is considering securitizing up to AUS$23 billion of public Higher 
Education Contribution Scheme (HECS) debt by packaging it into ASB securities and selling it 
to the private sector. This would raise cash today in exchange for the future streams of 
payments from the HECS.  

• The UK sold £900 million in older student debt for £160 million in November 2013 in a 
securitization transaction. As part of the current budget deficit reduction process, the UK 

14  DPRs future cash flows from electronic payment orders such as international remittances requested by offshore obligors. For example an expatriate 

working in the United States (offshore obligor in this case), sends US dollar remittances to their bank in their home country. That home country bank, 

can securitize the remittances in the foreign currency and for use in a funding arrangement. 
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government is considering a sale of newer student debt from a £12 billion loan portfolio. Also, 
the UK is considering securitizing £3 billion in illiquid assets of the Royal Mail. 

How Securitizations Work 

51. Securitizations can take many structures, however most securitizations are based on a common 
structure outlined in Appendix C. In a basic structure the following are almost always present: 

• Asset Originator (Originator): The entity which has cash generating assets it wants to 
securitize.  

• Special Purpose Vehicle or Special Purpose Entity (SPV): The entity created, usually by a 
financial institution, for the purpose of purchasing the asset pool (reference portfolio). The SPV 
also issues debt securities backed by the asset pool. 

• Capital Market Investors (CMI): The investors who buy the debt securities issued by the SPV.  

• Asset Pool or Reference Portfolio (RP): The group of cash generating assets which are 
grouped together and sold from the originator to the SPV. 

52. A basic securitization scheme functions as follows. Firstly, an entity with cash generating assets—
the Originator, identifies assets to create the RP, which are sold to the SPV for an upfront cash 
payment. The SPV is a legal entity, set up specifically for the purpose of the transaction and usually 
to achieve a specific legal and accounting outcome. The SPV finances the acquisition of the RP by 
issuing tradable debt securities which are then sold to CMIs. The CMIs receive fixed or floating rate 
payments from holding the debt securities. The payments to the CMIs are funded through the cash 
generated from the RP.  

53. The sale of the RP by the Originator can be categorized as a true sale securitization, which is when 
the assets are sold outright to the SPV. Another structure sees only the credit risk associated with 
the RP transferred without the legal transfer of title, which is called a synthetic securitization. A 
synthetic securitization allows for exploitation of the price differences between the acquired (often 
illiquid) assets in the RP and the price investors are willing to pay for them as backing for the debt 
securities issued by the SPV as tradable (liquid) securities. 

54. The purpose of a securitization is to raise financing at the lowest possible cost. The originator usually 
provides some form of a credit enhancement to the SPV, usually by a guarantee or an agreed rate 
of return to the CMIs. By doing this the originator reduces the risk transferred to the SPV, and in turn 
reduces the risk investors are exposed to (and improves the credit worthiness of the SPV and in turn 
the debt securities issued by the SPV). In the common case when the originator provides a credit 
enhancement (guarantee) to the SPV limiting the downside risk to investors, it is also common for 
the originator to not transfer the contractual rights to receive all cash flows from the pool of assets to 
the investors, therefore retaining a residual interest. 

55. The above scenario is a basic and common structure of a securitization. However, many different 
variations exist, which can be highly complex. 

National Standards, SNA and ESA requirements 

56. The US Governmental Accounting Standards Board (GASB) Statement No.48, Sales and Pledges of 
Receivables and Future Revenues and Intra-Entity Transfers of Assets and Future Receivables notes 
that securitizations should be reported as a collateralized borrowings rather than a sale unless a 
specific set of criteria are met. Prior to the issuance of statement No. 48, guidance for securitization 
transactions was provided in several standards or not specifically addressed. To achieve sale of 
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assets accounting rather than collateralized borrowing the entity needs to show that any continuing 
involvement with the asset is terminated by meeting all of the following criteria:  

• The recipient entity in the transaction has no restriction on subsequently selling or pledging 
receivables; 

• There are no options for the originator to substitute or reacquire specific accounts receivable 
(unless those receivables are defective and are at the option of the recipient); 

• The sale agreement is not cancelable by either party to the agreement (including lump sum 
payments or transfers of other rights or assets); and 

• The receivables and cash collected from such receivables have been isolated from the 
originator. 

57. SNA 2008 22.131 notes that securitization occurs when a unit, termed the originator, conveys the 
ownership rights over financial or non-financial assets, or the right to receive specific future flows, to 
another unit, termed the securitization unit. In return the securitization unit pays an amount to the 
originator from its own sources of financing. The securitization unit is often a special purpose entity. 
The securitization unit obtains its own financing by issuing securities using the assets or rights to 
future flows transferred by the originator as collateral. Government units have made widespread 
use of this source of finance.  

58. SNA 2008 notes in 22.132 that a stream of future tax receipts is not recognized as a government asset 
that could be used for securitization. It further notes that to be treated as a sale, the asset must already 
appear in the balance sheet of the government and there must be a full change of ownership to the 
securitization unit as evidenced by the transfer of the risks and rewards of the asset. The following 
factors must be considered:  

• To be recorded as a sale, the purchase price must be equal to the current market price; and  

• If the government, as the originator, guarantees repayment of any debt related to the asset 
incurred by the securitization unit, it is unlikely that all of the risks associated with the asset have 
been transferred. 

59. Eurostat made a decision, 25 June 2007 STAT/07/88, to treat all securitization schemes as borrowing, 
as a result of the direct or indirect control governments would keep. Eurostat also considered it 
appropriate that all securitizations be accounted for consistently. In coming to a decision Eurostat 
considered securitizations schemes which covered fiscal claims, including schemes with deferred 
purchase price provisions, substitution clauses and financial guarantees. In all cases Eurostat 
determined that the risk and rewards do not transfer to the purchaser and the various clauses 
included in the securitization schemes led to a continuing involvement with the securitized asset and 
the related debt obligation of the SPV. 

60. Eurostat notes that securitization schemes were undertaken to achieve a certain accounting 
treatment, regardless of the economic merits of the transaction. Further, given the limited transfer of 
risks and rewards, there was not a genuine transaction in substance. 

Accounting for Securitizations 

61. Securitizations are contractual in nature. Both IPSAS 6, Consolidated and Separate Financial 
Statements and IPSAS 29 contain requirements and guidance relevant to accounting for SPVs. 

62. Often securitizations are structured to achieve a desired accounting outcome as much as an 
economic outcome. From an accounting perspective, securitizations usually aim to achieve off 
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balance sheet treatment for the entity undertaking the transaction, because the transaction is viewed 
as a complete or partial sale of assets. This is achieved through legal structuring of the transaction, 
when in substance, control and the transfer of risks and rewards of the assets have not been 
transferred to the SPV (or its investors). Under, IPSAS and IFRS, the standards currently in place 
require a review of the substance of the transactions. 

63. The first step in accounting for a securitization is whether the SPV is controlled by the reporting entity. 
IPSAS 29.AG51 provides a decision tree to apply, which has been included in Appendix D. IPSAS 
29.17 refers to IPSAS 6, Consolidated and Separate Financial Statements for determining which 
entities are controlled and consolidated. If the SPV is controlled15, the next step is to evaluate at 
consolidated level if there has been a transfer of assets to the investors in the SPV. If it is deemed 
that a transfer has occurred, the question then becomes to what extent. Determining whether a 
transfer to the investors has occurred is very complex and IPSAS 29.AG51 provides guidance on the 
considerations. The decision process guides users to assess if control of the assets exists in, part or 
as a whole, and further consideration whether the entity has transferred the risk and rewards of the 
asset. In practice under both IPSAS and IFRS, it is difficult to achieve off balance sheet treatment for 
securitizations as the nature of most securitizations include some continuing involvement with the 
SPV through guarantees, substitution clauses16 and residual interests in the SPVs cash flows. All 
these are factors which make it hard to demonstrate that the risks and rewards of the assets have 
been transferred. 

64. Most types of securitizations are similar in both the public and private sector. For example, MBS 
securities can be created by selling mortgages from either a private or public lending institution. ABS 
securities can be created by selling credit card receivables from a private bank or by selling student 
loans held by the government. In most cases the distinction by sector should not lead to a different 
accounting treatment.  

65. However, a sale of future taxation revenue streams is an example of a public sector specific 
securitization. This is the sale of rights to future receivables which have not been recognized as 
assets in the statement of financial position. Because governments have sovereign rights to set 
legislation for tax rates on income and capital, levy fines and penalties, and sell licenses and permits, 
it may be possible for governments to package and sell these future revenue streams to the private 
sector. The ability to create laws and regulations, gives governments the unique ability to transfer 
these rights to an SPV, even though these items are not recognized as assets in the statement of 
financial position.  

66. From an accounting perspective, the sale of future receivables could lead to the recognition of an 
initial gain when securitized or the recognition of a liability related to the obligation for the future cash 
flows, as there is no asset to derecognize on the statement of financial position. These types of 
transactions are not as common as the sale of receivables already recognized in the statement of 
financial position, as these are considered more secure and more marketable.  

67. In some rare cases a securitization may result in off balance sheet treatment17. Even if accounted for 
off-balance sheet IFRS 12, Disclosure of Interests in Other Entities requires detailed disclosures of 
interests in unconsolidated structured entities. The current project to update IPSAS 6-8, has proposed 
adoption of the IFRS requirements in ED 52, Disclosure of Interests in Other Entities. If the wording 

15  If the SPV is not controlled, generally you would have a true sale securitization and you would derecognize the asset and not consolidate the SPV. 
16  Substitution clauses are contractual requirements to substitute assets in a reference portfolio under certain conditions (performance conditions in 

most cases), to ensure a certain level of return and cash flow to the SPV investors.  
17  The SPV may be unconsolidated, or consolidated with the assets derecognized (partially or fully) in accordance with IPSAS29.AG51. 
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in the current ED is adopted, detailed information on the risks and exposures of unconsolidated 
securitization schemes will be incorporated in IPSASB’s literature. 

68. Based on the contractual nature of securitizations and the current guidance which exists in IPSAS, 
staff has identified the following options: 

• Approach one—do nothing and rely on existing application guidance in accounting for 
securitizations.  

• Approach two—develop additional guidance or a separate IPSAS to address the issue of future 
flow transactions which securitize future cash flows related to assets not currently recognized 
on the statement of financial position.  

69. Staff is of the view that approach two most appropriate. Development of such guidance should be 
considered while completing the financial instruments update project18, as securitizations are 
financial instruments and changes in those standards may impact accounting for such transactions.  

Matter(s) for Consideration 

5. The IPSASB is asked to note the information on securitizations and provide direction on the two 
proposed approaches to addressing accounting for securitizations. 

Discussion of Project Output 

70. Based on the research and analysis in this issues paper and the March 2014 issues paper there is a 
clear distinction between the topics related to monetary reserve transactions used by 
governments/central banks (monetary gold, IMF instruments and currency issued by the entity) and 
statutory receivables/payables and securitizations. 

71. Staff believe that the most appropriate initial output for the project would be separate consultation 
papers. One consultation paper should address the issues related to monetary reserve instrument 
transactions (monetary gold, IMF instruments and currency issued by the entity) and separate 
consultation papers to address statutory receivables/payables and securitizations. 

Matter(s) for Consideration 

6. The IPSASB is asked to provide direction on the proposal from staff on developing separate 
consultation papers. 

  

18  The IPSASB has committed to a project to update IPSAS 28-30, after the IASB completes its project to update IFRS 9, Financial Instruments which 

is expected to be completed in 2014. 
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Appendix A – Decision Tree – IPSAS Requirements for Receivables 
  

Does the receivable result from an exchange or a non-exchange 

Transaction? 

Apply IPSAS 9 Revenue 

From Exchange 
Transactions 

Recognize receivable if 
goods or services are 

provided. 

Apply IPSAS 23 Revenue From Non-
exchange Transactions (taxes and 

transfers) 

 Recognize receivable when entity 
controls resource and the inflow of 

benefits/service potential is probable 
and can be reliably measured. 

Measure at fair value of  

consideration received. 

Measure at fair value at  

acquisition. 

Is the arrangement contractual? 

Apply IPSAS 29 for subsequent 
measurement and derecognition. 

IPSAS 28 and IPSAS 30 for 
presentation and disclosure, 

respectively (and IPSAS 9 revenue 
presentation and disclosure 

requirements). 

Currently no standard for 
subsequent measurement and 

derecognition.  Currently applicable 
guidance IPSAS 3 Accounting 

Policies, Changes in Accounting 
Estimates and Errors. 

Yes No 

Exchange Non-exchange 

Apply IPSAS 23 presentation and 
disclosure. 
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Appendix B – Decision Tree – IPSAS Requirements for Payables 
 

Does a payable (which is settled in cash or another  

financial asset) arise from a contractual arrangement? 

Apply IPSAS 28-30 on 
financial instruments in 

accounting for contractual 
liabilities. 

Is the timing and amount of the 
payable certain when recognized? 

Apply IPSAS 19 Provisions, 
Contingent Liabilities and 

Contingent Assets 

Currently no specific IPSAS requirements.  
Currently applicable guidance IPSAS 3 

Accounting Policies, Changes in Accounting 
Estimates and Errors. 

 

Yes 

Yes No 

No 

 

Agenda Item 10.1 
Page 15 of 17 



Public Sector Specific Financial Instruments 
IPSASB Meeting (June 2014) 

Appendix C – Basic Securitization Structure 
 

Asset Originator (Originator) 
  

Sells a pool/group of assets to a 
Special Purpose Vehicle (SPV) 

Special Purpose Vehicle 
(SPV) 

  
SPV issues debt securities 

backed by the asset pool sold 
by the asset originator 

  

 Capital Market Investor (CMI) 
 

The investor buys the debt 
securities issued by the SPV 

which are backed by the asset 
pool from the originator 

Originator  sells a pool of 
assets to the SPV for 
cash. 

Cash flows from the pool 
of assets flows to SPV. 

SPV receives cash for 
issuance of debt securities 
secured by the asset pool.  

Debt securities pay 
interest payments to 
CMIs. 
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Appendix D – Decision Tree – IPSAS 29.AG51 – Derecognition of a Financial Asset 

Derecognize the asset 

No 

Derecognize the asset 

No 

Continue to recognise the asset to the extent of 

the entity’s continuing involvement. 

Have the rights to the cash flows from 

the asset expired or been waived? 

[paragraph 19(a)] 

Has the entity transferred 

substantially all risks and 

rewards? [paragraph 22(a)] 

Has the entity retained 

substantially all risks and 

rewards? [paragraph 22(b)] 

Has the entity retained control of 

the asset? [paragraph 22(c)] 

No 

Yes 

No 

Has the entity assumed an obligation to 

pay the cash flows from the asset that 

meets the conditions in paragraph 21? 

[paragraph 20(b)] 

No 

Yes 

Yes 

Yes 

Yes 

Continue to recognize 

the asset 

No 

Continue to recognize 

the asset 

Derecognize the asset 
No 

Consolidate all controlled entities, (including any Special 

Purpose Entities) [paragraph 17] 

Determine whether the derecognition principles below are 

applied to a part or all of an asset (or group of similar 

assets) [paragraph 18] 

Has the entity transferred its rights to 

receive the cash flows from the asset? 

[paragraph 20(a)] 
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STATUTORY RECEIVABLES 

Introduction 

Standards of Generally Recognised Accounting Practice 

The Accounting Standards Board (the Board) is required in terms of the Public Finance 
Management Act, Act No. 1 of 1999, as amended (PFMA), to determine generally 
recognised accounting practice referred to as Standards of Generally Recognised 
Accounting Practice (GRAP). 

The Board must determine GRAP for: 

(a) departments (including national and provincial and government components); 

(b) public entities; 

(c) trading entities (as defined in the PFMA); 

(d) constitutional institutions; 

(e) municipalities and boards, commissions, companies, corporations, funds or other 
entities under the ownership control of a municipality; and 

(f) Parliament and the provincial legislatures.  

The above are collectively referred to as “entities”.  

The Board has approved the application of Statements of Generally Accepted Accounting 
Practice (GAAP), as codified by the Accounting Practices Board and issued by the South 
African Institute of Chartered Accountants as at 1 April 2012, to be GRAP for the following 
entities applying Statements of GAAP:  

(a) government business enterprises (as defined in the PFMA); 

(b) any other entity, other than a municipality, whose ordinary shares, potential ordinary 
shares or debt are publicly tradable on the capital markets; and 

(c) entities under the ownership control of any of these entities. 

The Board has approved the application of International Financial Reporting Standards 
(IFRSs) issued by the International Accounting Standards Board to be GRAP for these 
entities where they are applying IFRSs.  

Financial statements should be described as complying with Standards of GRAP only if they 
comply with all the requirements of each applicable Standard of GRAP and any related 
Interpretations of the Standards of GRAP.   

Any limitation of the applicability of specific Standards or Interpretations is made clear in 
those Standards or Interpretations of the Standards of GRAP. 

The Standard of GRAP is set out in paragraphs .01 to .43. All paragraphs in this Standard of 
GRAP have equal authority.  The status and authority of appendices are dealt with in the 
preamble to each appendix. This Standard should be read in the context of its objective, its 
basis for conclusions if applicable, the Preface to Standards of GRAP, the Preface to the 
Interpretations of the Standards of GRAP and the Framework for the Preparation and 
Presentation of Financial Statements.  
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Standards of GRAP and Interpretations of the Standards of GRAP should also be read in 
conjunction with any directives issued by the Board prescribing transitional provisions, as 
well as any regulations issued by the Minister of Finance regarding the effective dates of the 
Standards of GRAP, published in the Government Gazette. 

Reference may be made here to a Standard of GRAP that has not been issued at the time of 
issue of this Standard. This is done to avoid having to change the Standards already issued 
when a later Standard is subsequently issued. Paragraph .12 of the Standard of GRAP on 
Accounting Policies, Changes in Accounting Estimates and Errors provides a basis for 
selecting and applying accounting policies in the absence of explicit guidance. 
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Objective 

.01 The objective of this Standard is to prescribe accounting requirements for the 
recognition, measurement, presentation and disclosure of statutory receivables.  

Scope  

.02 An entity that prepares and presents financial statements under the accrual 
basis of accounting shall apply this Standard in accounting for statutory 
receivables.  

.03  This Standard does not apply to the following receivables, except if indicated 
otherwise: 

(a)  Receivables and any other financial assets that arise from contractual 
arrangements to which the Standard of GRAP on Financial Instruments 
applies.  

(b) Receivables to which the Standard of GRAP on Leases applies.  

(c)  Insurance contracts as defined in the International Financial Reporting 
Standard on Insurance Contracts. 

.04 Statutory receivables can arise from both exchange and non-exchange 
transactions. Where these receivables arise from exchange and non-exchange 
revenue transactions, an entity shall apply the recognition and initial 
measurement requirements of the Standards of GRAP on Revenue from 
Exchange Transactions and Revenue from Non-exchange Transactions (Taxes 
and Transfers), as well as the requirements of this Standard.    

Definitions (see paragraphs AG2. to AG7.) 

.05 The following terms are used in this Standard of GRAP with the meanings 
specified: 

 Carrying amount is the amount at which an asset is recognised in the 
statement of financial position. 

 The cost method (for purposes of this Standard) is the method used to account 
for statutory receivables that requires such receivables to be measured at their 
transaction amount, plus any accrued interest or other charges (where 
applicable) and, less any accumulated impairment losses and any amounts 
derecognised.   

 Nominal interest rate is the interest rate and/or basis specified in legislation, 
supporting regulations or similar means. 

 Statutory receivables are receivables that: 

(a) arise from legislation, supporting regulations, or similar means; and  
(b) require settlement by another entity in cash or another financial asset.  

 The transaction amount (for purposes of this Standard) for a statutory 
receivable means the amount specified in, or calculated, levied or charged in 
accordance with, legislation, supporting regulations, or similar means.  
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 Terms defined in other Standards of GRAP are used in this Standard with the 
same meaning as in those other Standards. 

Recognition (see paragraphs AG8.) 

.06 An entity shall recognise statutory receivables as follows:  

(a) if the transaction is an exchange transaction, using the Standard of GRAP 
on Revenue from Exchange Transactions;  

(b) if the transaction is a non-exchange transaction, using the Standard of 
GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers); or 

(c) if the transaction is not within the scope of the Standards of GRAP listed in 
(a) or (b) or another Standard of GRAP, the receivable is recognised when 
the definition of an asset is met and, when it is probable that the future 
economic benefits or service potential associated with the asset will flow 
to the entity and the transaction amount can be measured reliably.  

Derecognition 

.07 An entity shall derecognise a statutory receivable, or a part thereof, when: 

(a)  the rights to the cash flows from the receivable are settled, expire or are 
waived; 

(b)  the entity transfers to another party substantially all of the risks and 
rewards of ownership of the receivable; or 

(c)  the entity, despite having retained some significant risks and rewards of 
ownership of the receivable, has transferred control of the receivable to 
another party and the other party has the practical ability to sell the 
receivable in its entirety to an unrelated third party, and is able to exercise 
that ability unilaterally and without needing to impose additional 
restrictions on the transfer. In this case, the entity shall: 
(i)    derecognise the receivable; and 
(ii)  recognise separately any rights and obligations created or retained in 

the transfer. 
The carrying amounts of any statutory receivables transferred shall be 
allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. An entity shall 
consider whether any newly created rights and obligations are within the 
scope of the Standard of GRAP on Financial Instruments or another Standard 
of GRAP. Any difference between the consideration received and the amounts  
derecognised and, those amounts recognised, in accordance with this 
paragraph shall be recognised in surplus or deficit in the period of the transfer. 
 

.08 Most often, statutory receivables are derecognised when the amounts owing are paid 
by the debtor. An entity may have the ability to waive its rights to receive cash flows 
from a statutory receivable in accordance with legislation, regulation or a specific 
policy. For example, an entity might agree to waive the collection of certain amounts 
owing due to the introduction of a new policy. The expiration of rights related to 
statutory receivables would typically be governed by legislation, regulation or an 
equivalent. 
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.09 An entity may have the ability to sell or transfer all or part of its statutory receivables 
to a third party, for example, the securitisation of debtors in a financing transaction.  
Where such transactions arise, an entity considers whether it has transferred or 
retained substantially all the risks and rewards associated with its receivables. If it is 
not clear from an assessment of only the risks and rewards, an entity considers 
whether or not it retains control over the receivable.  

Measurement 

Initial measurement (see paragraphs AG9. to AG13.) 

.10 An entity shall initially measure statutory receivables at their transaction 
amount. The statutory receivables in paragraph .06, shall be measured initially 
in accordance with the relevant Standard of GRAP. The amount determined on 
initial measurement in accordance with another Standard of GRAP is the same 
as the transaction amount described in this Standard.  

Subsequent measurement 

.11 An entity shall measure statutory receivables after initial recognition using the 
cost method. Under the cost method, the initial measurement of the receivable 
is changed subsequent to initial recognition to reflect any: 

(a) interest or other charges that may have accrued on the receivable (where 
applicable); 

(b) impairment losses; and  
(c) amounts derecognised. 

Accrued interest (see paragraphs AG14. to AG15.) 

.12 An entity may be required or entitled to levy interest on any overdue or unpaid 
amounts in terms of legislation, supporting regulations, by-laws or similar means. In 
most instances, the interest rate, as well as the basis for levying such interest, e.g. 
simple or compound interest and, the events that give rise to the levying of interest, is 
often specified in legislation or in the supporting regulations. Where interest is levied, 
this affects the subsequent measurement of statutory receivables.  

.13 Where an entity levies interest on the outstanding balance of statutory 
receivables, it shall adjust the transaction amount after initial recognition to 
reflect any accrued interest. Accrued interest is calculated using the nominal 
interest rate.  

.14 Interest on statutory receivables shall be recognised as revenue in accordance 
with the Standard of GRAP on Revenue from Exchange Transactions or the 
Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers), whichever is applicable.  

Other charges 

.15 An entity may be required or entitled in terms of legislation, supporting regulations, 
by-laws or similar means to levy additional charges on overdue or unpaid amounts. 
Common examples include penalties and fines. Where such charges are levied, an 
entity applies the principles in paragraph .13 and 14, as well as the relevant Standard 
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of GRAP on Revenue from Exchange Transactions or the Standard of GRAP on 
Revenue from Non-exchange Transactions (Taxes and Transfers).  

Impairment losses (see paragraphs AG16. to AG21.) 

.16 Although statutory receivables arise through legislation or similar means and may 
allow entities certain remedies in the event of non-payment, the likelihood of 
collecting the amounts owing may diminish over time. An entity shall therefore assess 
the appropriateness of the carrying amount of statutory receivables recognised at 
every reporting date.   

.17 An entity shall assess at each reporting date whether there is any indication 
that a statutory receivable, or a group of statutory receivables, may be 
impaired. If any such indication exists, the entity shall apply paragraphs .22 to 
.29 below.  

.18 In assessing whether statutory receivables are impaired, an entity assesses whether 
there are any indications that: 

(a) individually significant receivables are impaired; and/or  
(b) groups of similar, individually insignificant, receivables are impaired.   

If there is no indication that an individually significant statutory receivable is impaired, 
it is included in a group of similar receivables and collectively assessed for 
impairment. If an impairment loss is, or continues to be, recognised for an individually 
significant receivable, then those receivables are not included in a collective 
assessment.  

.19 Statutory receivables shall be grouped together and assessed collectively for 
impairment when they exhibit similar characteristics which provide information about 
the possible collectability of the amounts owing to the entity. For example, it may be 
appropriate to group statutory receivables based on the transaction type, e.g. taxes, 
fines or grants as there may be specific remedies for non-payment available in 
legislation for these types of transactions.  Similarly, it might also be appropriate to 
group statutory receivables together based on the type of debtor, e.g. commercial 
entities and individuals as this might provide information about management’s 
intention and ability to collect amounts due.   

.20 Impairment losses assessed and/or recognised on a group basis represent an interim 
step pending the identification of impairment losses on individual statutory 
receivables. As soon as information is available that specifically identifies losses on 
individually impaired statutory receivables in a group, those assets are removed from 
the group. 

.21  In assessing whether there is any indication that a statutory receivable, or 
group of statutory receivables, may be impaired, an entity shall consider, as a 
minimum, the following indicators:  

(a) Significant financial difficulty of the debtor, which may be evidenced by 
an application for debt counselling, business rescue or an equivalent. 

(b) It is probable that the debtor will enter sequestration, liquidation or other 
financial re-organisation. 

(c) A breach of the terms of the transaction, such as default or delinquency 
in principal or interest payments (where levied).  
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(d) Adverse changes in international, national or local economic conditions, 
such as a decline in growth, an increase in debt levels and 
unemployment, or changes in migration rates and patterns.  

.22 If there is an indication that a statutory receivable, or a group of statutory 
receivables, may be impaired, an entity shall measure the impairment loss as 
the difference between the estimated future cash flows and the carrying 
amount. Where the carrying amount is higher than the estimated future cash 
flows, the carrying amount of the statutory receivable, or group of statutory 
receivables, shall be reduced, either directly or through the use of an 
allowance account. The amount of the loss shall be recognised in surplus or 
deficit.  

.23 In estimating the future cash flows, an entity considers both the amount and 
timing of the cash flows that it will receive in future.  Consequently, where the 
effect of the time value of money is material, an entity discounts the estimated 
future cash flows using a rate that reflects the current risk free rate and, if 
applicable, any risks specific to the statutory receivable, or group of statutory 
receivables, for which the future cash flow estimates have not been adjusted. 

.24 In determining whether a statutory receivable, or group of statutory receivables, is 
impaired, management estimates the cash flows that it expects to collect based on 
facts and circumstances at the reporting date. These estimates include any cash 
flows that may be received from any collateral or encumbrances held over property, 
less any costs incurred to obtain, seize, sell or otherwise liquidate the underlying 
assets. The cash flows from collateral or encumbrances held are not included in the 
estimated cash flows when management does not intend to call up the collateral 
held. For example, an entity may have the ability to seize and sell fixed property to 
recover any amounts owing, but may choose not to take such action if it is likely to 
cause economic hardship. 

.25  The future cash flows of a group of statutory receivables that are collectively 
evaluated for impairment can be estimated using historical experience for receivables 
with similar characteristics. Entities that have no entity-specific historical experience 
or insufficient experience, can use peer group experience (when available) for 
comparable groups of statutory receivables. Historical experience may need to be 
adjusted to reflect the effects of current conditions that did not affect the period on 
which the historical experience is based and, to remove the effects of conditions in 
the historical period that do not exist currently. Where historical experience is used, 
the methodology and assumptions used to estimate future cash flows shall be 
reviewed regularly to reduce any differences between estimated and actual 
impairment losses. 

.26 The process for estimating the amount of an impairment loss may result either in a 
single amount or in a range of possible amounts. In the latter case, the entity 
recognises an impairment loss equal to the best estimate within the range (the 
Standard of GRAP on Provisions, Contingent Liabilities and Contingent Assets 
discusses principles in relation to a ‘range of outcomes’), taking into account all 
relevant information available before the financial statements are issued about 
conditions existing at the end of the reporting period. 



 
  GRAP 108 

 

Issued September 2013       11 Statutory Receivables 

 
    

.27 An impairment loss recognised in prior periods for a statutory receivable shall 
be revised if there has been a change in the estimates used since the last 
impairment loss was recognised, or to reflect the effect of discounting the 
estimated cash flows in accordance with paragraph .23. 

.28  When the estimates used to determine an impairment loss in a prior period change, 
either because of changes in the amount that is collectible (such as an improvement 
in a debtor’s financial position) or when it will be collected (such as an improvement 
in the expected settlement period), the amount of the impairment loss previously 
recognised is adjusted. Any amount previously recognised is also revised to reflect 
the passage of time where the estimated cash flows are discounted. 

.29 Any previously recognised impairment loss shall be adjusted either directly or 
by adjusting the allowance account. The adjustment shall not result in the 
carrying amount of the statutory receivable or group of statutory receivables 
exceeding what the carrying amount of the receivable(s) would have been had 
the impairment loss not been recognised at the date the impairment is revised. 
The amount of any adjustment shall be recognised in surplus or deficit.  

Presentation and disclosure 

General 

.30 An entity shall apply the requirements of this Standard, as well as those in 
other Standards of GRAP, that are relevant to the presentation and disclosure 
of statutory receivables.  

.31 An entity applies the presentation and disclosure requirements of this Standard, as 
well as those in other Standards of GRAP, including the Standards of GRAP on 
Presentation of Financial Statements, Revenue from Exchange Transactions, and 
Revenue from Non-exchange Transactions (Taxes and Transfers) in presenting and 
disclosing information about statutory receivables.  

Disclosure 

.32 An entity shall disclose information that enables users of its financial 
statements to evaluate the significance of statutory receivables on its financial 
position and performance. An entity shall provide sufficient information to 
permit reconciliation of information presented in the notes to the line items 
presented in the financial statements.  

.33 The disclosures in paragraphs .34 to .41 outline the minimum disclosures that are 
likely to satisfy users’ needs. Additional information may however be needed. In 
providing the disclosures in paragraphs .34 to .41 below, the entity shall consider 
whether it is appropriate to provide the disclosures based on the nature or type of 
transaction. For example, when an entity has taxes, fines and appropriations, it may 
be appropriate to separately disclose information about these types of transactions.   

.34 An entity shall disclose a description of: 

(a) how the transaction arises, with specific reference to applicable 
legislation, supporting regulations, or similar means; 

(b) how the transaction amount is determined; 
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(c) interest or other charges levied charged (where applicable), including the 
basis and rate used;  

(d) the basis used to assess and test whether a statutory receivable is 
impaired, including how receivables are grouped and assessed for 
collective impairment; and 

(e) the discount rate applied to the estimated future cash flows, where 
applicable, and how it was determined.   

.35 The carrying amount of statutory receivables shall be disclosed separately in 
the notes to the financial statements, clearly distinguishing statutory 
receivables from receivables which are financial assets and other receivables. 

.36 An entity shall disclose the amount of any significant impairment losses 
separately from any revisions to those impairment losses recognised on 
statutory receivables in the period, either in the statement of financial 
performance or in the notes to the financial statements.  

.37 Where an entity records impairment losses in an allowance account rather than 
directly reducing the carrying amounts of statutory receivables, it shall 
disclose a reconciliation of changes in that account during the period in the 
notes to the financial statements.  

.38 For significant impairment losses recognised or reversed, an entity shall 
disclose the main events and circumstances that led to the recognition or 
reversal of the impairment loss. An entity shall provide this information in 
aggregate for other losses or reversals.  

.39 An entity shall disclose, information about the key indicators and assumptions 
used to assess and calculate whether statutory receivables were impaired 
during the reporting period.  

.40 When an entity holds collateral, which may include financial assets, non-
financial assets and other forms of collateral such as guarantees or 
encumbrances over assets, it shall:  

(a) Recognise such assets if they meet the recognition criteria in other 
Standards of GRAP.  

(b) Disclose the nature and amounts of collateral recognised (where the 
criteria in (a) have been met) or held, in the notes to the financial 
statements. 

(c) For collateral other than cash, disclose its policies in relation to 
executing its rights over assets held as collateral and, its policies for 
disposing of or using such assets in the notes to the financial 
statements.  

.41 An entity shall disclose information about the collectability of statutory 
receivables recognised at the reporting date as follows:  

(a) An analysis of statutory receivables that are past due at the reporting, and 
which have been impaired.  

(b) An analysis of statutory receivables that are past due that have not been 
impaired. 

(c) Factors the entity considered in assessing impairment losses in (a) and (b) 
above. 
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Transitional provisions  

.42 The transitional provisions to be applied by entities on the initial adoption of 
this Standard are prescribed in a directive(s). The provisions of this Standard 
should be read in conjunction with each applicable directive(s).  

Effective date 

.43 This Standard of Generally Recognised Accounting Practice becomes effective 
for annual financial statements covering periods beginning on or after a date to 
be determined by the Minister of Finance in a regulation to be published in 
accordance with section 91(1)(b) of the Public Finance Management Act, Act 
No. 1 of 1999, as amended.  
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Appendix A - Application guidance 

This appendix is an integral part of the Standard. 

AG1.  This application guidance explains the application of selected principles in the 
Standard to statutory receivables.  

Definitions 

Statutory receivables 

AG2.  Receivables in the public sector can arise from contracts or legislative 
requirements. Only those receivables that arise from legislation or an equivalent 
means, such as regulations, by-laws or other documents issued in terms of 
legislation, such as ministerial orders and cabinet or municipal council decisions, 
are considered “statutory receivables” and are within the scope of this Standard.  

AG3. The public sector is a highly regulated environment with a number of overarching 
Acts or regulations governing the actions or behaviours of entities. For example, the 
Public Finance Management Act, Act No.1 of 199 (as amended) (PFMA) and the 
Municipal Finance Management Act, Act No 56 of 2003 (MFMA) provide prescripts 
for the management of entities’ finances. Even if an entity’s operations are 
regulated by legislation, it does not mean that all transactions it enters into arise 
from statute. Similarly, an entity may be required to render certain services or 
undertake certain activities in terms of the Constitution of the Republic of South 
Africa, (Act No. 108 of 1996). This does not mean that the rendering these services 
or undertaking these activities are statutory transactions. Transactions are only 
considered statutory where they are undertaken because of specific legislative 
requirements requiring or permitting an entity to enter into those transactions.   

AG4. The following example illustrates the application of paragraph AG3. The financial 
affairs of municipalities are governed by the MFMA.  This legislation requires or 
allows them to undertake certain activities to fulfil their mandates. This in turn 
requires them to undertake certain transactions, such as the procurement of goods 
and services. Even though the procurement of goods and services is governed by 
prescripts in legislation, the individual transactions with suppliers are most likely to 
be contractual in nature as the municipality can determine who to contract with, and 
on what terms and conditions. On the other hand, specific legislation may require 
municipalities to undertake certain transactions, such as to levy property taxes in 
accordance with the Municipal Property Rates Act, Act No. 6 of 2004 and their by-
laws. As these transactions are undertaken specifically in terms of legislation which 
outlines who should be taxed and, at what rates and amounts, these transactions 
are statutory in nature.  

AG5. Receivables that arise from contractual arrangements differ from statutory 
receivables because they are entered into voluntarily by entities and are not entered 
into as a result of specific legislative requirements (refer to the Standard of GRAP 
on Financial Instruments paragraph AG28. to AG32.). Contractual receivables, to 
the extent that they otherwise meet the definition of a financial asset, are within the 
scope of the Standard of GRAP on Financial Instruments. In assessing whether an 
arrangement is statutory or contractual in nature, an entity considers only the legal 
form of the arrangement. If the arrangement is governed by specific legislation 
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rather than a contract concluded between the relevant parties, then it is statutory in 
nature.  

AG6. The definition of “statutory receivables” in paragraph .05 refers to receivables that 
“(b) require settlement by another entity in cash or another financial asset”. “Entity” 
in this context includes an individual, trust, juristic person or other legal entity.   

Transaction amount 

AG7. Transaction amount is defined in this Standard specifically for statutory receivables. 
The transaction amount of a statutory receivable is determined by reference to the 
specific tariffs, fees, scales or calculation basis specified in legislation or similar 
means. For example, the transaction amount of fees due to the Companies and 
Intellectual Property Commission for registered companies is calculated by applying 
the rates specified in legislation to the turnover of the company. Additional 
examples are discussed in paragraph AG11. As an entity only considers the 
requirements of the applicable legislative framework in determining the transaction 
amount, any time value of money or financing elements are excluded from the initial 
measurement of statutory receivables.   

Recognition of statutory receivables 

AG8.  With the exception of paragraph .06(c), the timing of when a statutory receivable is 
recognised, is not specified in this Standard. An entity applies either the Standard of 
GRAP on Revenue from Exchange Transactions or the Standard of GRAP on Non-
exchange Revenue Transactions (Taxes and Transfers). When neither of these 
Standards are applicable, an entity considers whether the receivable meets the 
definition of an asset and whether the recognition criteria in paragraph .06(c) are 
met.  

Measurement of statutory receivables  

General 

AG9. Statutory receivables are measured initially at their transaction amount, using the 
prescripts of legislation, regulations or an equivalent. The transaction amount is 
adjusted in subsequent reporting periods to accrue for any interest or other charges 
that an entity levies (if required or permitted to do so in legislation or similar means) 
and, to account for any impairment losses or any amounts derecognised, for 
example, the settlement of amounts owing by a debtor. When the initial 
measurement of a statutory receivable is outlined in another Standard of GRAP, the 
requirements of that Standard, as well as the requirements of this Standard, are 
applied in determining the transaction amount.  

Statutory receivables in the scope of the Standards of GRAP on exchange and non-
exchange revenue 

AG10. The most common examples of statutory receivables include taxes, fines, penalties, 
appropriations, grants and fees charged in terms of legislation.  These transactions 
can be either exchange or non-exchange in nature. Entities should evaluate the 
terms and conditions of the transaction and apply either the Standard of GRAP on 
Revenue from Exchange Transactions or the Standard of GRAP on Revenue from 
Non-exchange Transactions (Taxes and Transfers) for the initial recognition and 
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initial measurement of these transactions. The requirements of this Standard are 
however also considered for the initial measurement of statutory receivables.  

AG11. Both the Standards of GRAP on Revenue from Exchange Transactions and Revenue 
from Non-exchange Transactions (Taxes and Transfers) require initial measurement 
at fair value. In determining the fair value of a statutory receivable, an entity applies 
the requirements of that Standard, including any estimation or measurement methods 
identified for specific transactions.  The fair value determined in accordance with 
those Standards of GRAP is the transaction amount for purposes of this Standard. 
An entity also applies the requirements in this Standard insofar as they relate to 
determining the transaction amount which is based on legislation, supporting 
regulations or similar means. As the measurement of statutory receivables is based 
on the applicable legislative framework, initial measurement of the transaction does 
not include any other elements such as the consideration of the time value of money 
or financing.  

Initial measurement  

Initial measurement of taxes, fines, penalties, appropriations and grants  

AG12.  Taxes, fines, penalties, appropriations and grants arise from non-exchange revenue 
transactions. As a result, both the Standard of GRAP on Revenue from Non-
exchange Transactions (Taxes and Transfers) and this Standard are applied in 
initially measuring these transactions. The fair value or transaction amount of taxes, 
fines, penalties, appropriations and grants is determined using the amount specified 
in, or calculated or charged in accordance with, legislation or similar means, and 
applying any estimation or measurement methods specific to these types of 
transactions. The following examples illustrate how transaction amount may be 
determined for the transactions outlined above using the relevant legislation or 
equivalent:  

 Tax receivables: Identify the income, activity or goods and services subject to 
tax, and apply the applicable tax rates.  

 Fines and penalties: Identify the offences and breaches for which fines and 
penalties can be levied, and apply the amounts specified in legislation. 
Depending on the nature of the fine or penalty, a value or scale of values may 
be stipulated in legislation, which may or may not allow for an appeal or dispute 
process. Alternatively, where no fine or penalty values are specified in 
legislation, a regulator, court, commission or other body may be responsible for 
imposing the fine or penalty.  

 Appropriations and grants: Identify the values stipulated in the Division of 
Revenue Act (DORA) or published budgets (where they have a status similar to 
that of the DORA). 

Initial measurement of fees charged in terms of legislation 

AG13.  Fees charged in terms of legislation can result from either exchange or non-
exchange transactions. When the receivable arises from a non-exchange revenue 
transaction, paragraph AG11. applies. Where the receivable arises from an 
exchange revenue transaction, an entity applies the Standard of GRAP on Revenue 
from Exchange Transactions to the initial recognition and initial measurement, as 
well as the requirements of this Standard. Therefore, an entity would determine the 
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fair value or transaction amount of fees charged in terms of legislation by reference 
to the fees stipulated in legislation, regulation or an equivalent (such as a policy 
approved by a governing body), along with any estimation methods specific to these 
types of transactions.  

Subsequent measurement 

Nature of interest levied  

AG14. In terms of the cost method, an entity recognises interest and any other charges as 
part of the subsequent measurement of a statutory receivable when it is required or 
entitled to do so in terms of legislation, supporting regulations, by-laws or similar 
means.  Any interest levied by an entity on statutory receivables is classified as 
either exchange or non-exchange revenue in accordance with the Standards of 
GRAP on Revenue from Exchange Transactions or Revenue from Non-exchange 
Transactions (Taxes and Transfers).  

AG15.  Interest is classified as either exchange or non-exchange based on the nature of 
the underlying transactions. This means that if interest is levied on a receivable 
which is recognised and initially measured in accordance with the Standard of 
GRAP on Revenue from Exchange Transactions, then any interest is exchange in 
nature. Likewise, if a receivable is recognised and initially measured in accordance 
with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes 
and Transfers), then any interest levied on that receivable is non-exchange in 
nature. As an example, if interest is levied on taxes, which is non-exchange 
revenue and within the scope of the Standard of GRAP on Revenue from Non-
exchange Transactions (Taxes and Transfers), then any interest levied is also 
classified as non-exchange revenue.  

Impairment 

 AG16. An entity should assess at every reporting date whether there is any indication that 
a receivable or group of receivables is impaired. Certain types of statutory 
receivables may be less likely to be impaired than others. For example, it may be 
unlikely that receivables for appropriations are impaired as the counter-party to the 
transaction is a national or provincial department. Consequently an entity should 
develop an appropriate methodology for categorising statutory receivables and, 
accumulating information about the collectability of those categories, so that they 
can be assessed for impairment in a meaningful way.   

AG17. The list of indicators in paragraph .21 is not exhaustive. There may be other 
indications that an asset may be impaired. Where other indicators are more 
appropriate, an entity applies these in assessing whether a statutory receivable is 
impaired. An entity should also consider applicable legislation, supporting 
regulations or similar means when assessing whether there is any indication that a 
receivable or group of receivables is impaired or should be derecognised.  

AG18. When an entity estimates the future cash flows of a receivable, it considers both the 
amount of cash flows that it will receive in future, as well as their expected timing. If 
the cash flows are only likely to be received some time in the future, then the effect 
of the time value of money may need to be considered. Where the effect of the time 
value of money is material, an entity discounts the estimated future cash flows 
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using a risk-free rate of interest and, if applicable, adjusts this rate for any risk 
specific to the receivable.  

AG19. Where it is necessary for an entity to discount the expected cash flows of a 
receivable or group of receivables in determining whether it is impaired, the initial 
effect of that discounting, as well as the unwinding of that interest over time, is 
included in the amount of the impairment loss recognised or as an adjustment to the 
impairment loss respectively. 

AG20. Where a receivable or group of receivables is impaired, an entity continues to 
accrue for any nominal interest or other charges due to the entity, where this is in 
accordance with the applicable legislation, regulation or similar. 

AG21. After the recognition of an impairment loss, it may be necessary to revise the 
amount of that impairment loss in subsequent periods. In particular, an entity 
revises any previously recognised impairment losses when the expected timing or 
amount of the cash flows to be collected changes.  
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Appendix B - Consequential amendments to other 
Standards of GRAP 

The purpose of the appendix is to identify the consequential amendments to other Standards 
of GRAP resulting from the issue of the Standard of GRAP on Statutory Receivables.  

Amended text is shown with new text underlined and deleted text struck through. 

A1.  Amendments to GRAP 9 Revenue from Exchange Transactions 

 Scope 

.09 In distinguishing between exchange and non-exchange revenues, substance 

rather than the form of the transaction should be considered.  Examples of 
non-exchange transactions include revenue from the use of sovereign powers 
(for example, direct and indirect taxes, duties, and fines), grants and 
donations. Interest arising on exchange and non-exchange transactions is 
classified on the basis of the underlying transaction. As a result, interest can 
be exchange or non-exchange, depending on whether the underlying 
transaction from which it arises is exchange or non-exchange.  

 Measurement of revenue 

.15  Revenue shall be measured at the fair value of the consideration 
received or receivable.  

 Measurement of revenue arising from contractual arrangements  

.16  The amount of revenue arising on a transaction which is contractual in nature 
is usually determined by agreement between the entity and the purchaser or 
user of the asset or service.  It is measured at the fair value of the 
consideration received or receivable taking into account the amount of any 
trade discounts and volume rebates allowed by the entity. 

.17  In most cases, the consideration is in the form of cash or cash equivalents 
and the amount of revenue is the amount of cash or cash equivalents 
received or receivable.  However, when the inflow of cash or cash equivalents 
is deferred, the fair value of the consideration may be less than the nominal 
amount of cash received or receivable.  For example, an entity may provide 
interest free credit to the purchaser or accept a note receivable bearing a 
below-market interest rate from the purchaser as consideration for the sale of 
goods. When the arrangement effectively constitutes a financing transaction, 
the fair value of the consideration is determined by discounting all future 
receipts using an imputed rate of interest.  The imputed rate of interest is the 
more clearly determinable of either: 

(a) the prevailing rate for a similar instrument of an issuer with a similar 
credit rating; or 

(b) a rate of interest that discounts the nominal amount of the instrument 
to the current cash sales price of the goods or services. 

The difference between the fair value and the nominal amount of the 
consideration is recognised as interest revenue in accordance with 
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paragraphs .34 and .35 and in accordance with the Standard of GRAP on 
Financial Instruments. 

.18  When goods or services are exchanged or swapped for goods or services 
which are of a similar nature and value, the exchange is not regarded as a 
transaction that generates revenue.  This is often the case with commodities 
like oil or milk where suppliers exchange or swap inventories in various 
locations to fulfil demand on a timely basis in a particular location.  When 
goods are sold or services are rendered in exchange for dissimilar goods or 
services, the exchange is regarded as a transaction that generates revenue.  
The revenue is measured at the fair value of the goods or services received, 
adjusted by the amount of any cash or cash equivalents transferred.  When 
the fair value of the goods or services received cannot be measured reliably, 
the revenue is measured at the fair value of the goods or services given up, 
adjusted by the amount of any cash or cash equivalents transferred. 

Measurement of revenue arising from statutory (non-contractual) arrangements 

.18A The amount of revenue arising on a transaction which is statutory (non-
contractual) in nature is usually measured by reference to the relevant 
legislation, regulation or similar means. The fee structure, tariffs or calculation 
basis specified in legislation, regulation or similar means is used to determine 
the amount of revenue that should be recognised. This amount represents the 
fair value, on initial measurement, of the consideration received or receivable 
for revenue that arises from a statutory (non-contractual) arrangement (see 
the Standard of GRAP on Statutory Receivables).  

Interest, royalties, dividends or similar distributions 

.35 Revenue shall be recognised using the following accounting treatments:  

(a) Interest shall be recognised using the effective interest rate 
methods as set out in the Standards of GRAP on Financial 
Instruments and Statutory Receivables,  

(b) Royalties shall be recognised as they are earned in accordance 
with the substance of the relevant agreement.  

(c) Dividends or similar distributions shall be recognised when the 
owner’s right to receive payment is established.  

A2. Amendments to GRAP 23 Revenue from Non-exchange 
Transactions (Taxes and Transfers) 

 Non-exchange transactions 

.09 There are also additional transactions where it is not immediately clear 
whether they are exchange or non-exchange transactions. In these cases an 
examination of the substance of the transaction will determine if they are 
exchange or non-exchange transactions.  For example, the sale of goods is 
normally classified as an exchange transaction. If, however, the transaction is 
conducted at a subsidised price, that is, a price that is not approximately 
equal to the fair value of the goods sold, that transaction falls within the 
definition of a non-exchange transaction.  In determining whether the 
substance of a transaction is that of a non-exchange or an exchange 



 
  GRAP 108 

 

Issued September 2013       21 Statutory Receivables 

 
    

transaction, professional judgement is exercised.  In addition, entities may 
receive trade discounts, quantity discounts, or other reductions in the quoted 
price of assets for a variety of reasons. These reductions in price do not 
necessarily mean that the transaction is a non-exchange transaction.  

.09A Interest levied on transactions arising from exchange or non-exchange 
transactions is classified based on the nature of the underlying transaction, ie. 
if the underlying transaction is a non-exchange transaction then any interest 
levied is also classified as non-exchange, while any interest levied on an 
exchange transaction is classified as exchange.  

Measurement of assets on initial recognition 

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

Non-monetary assets 

.41  Consistent with the Standards of GRAP on Inventories, Investment Property 
and Property, Plant and Equipment, assets acquired through non-exchange 
transactions are measured at their fair value as at the date of acquisition. 

Monetary assets 

.41A   Monetary assets are those assets, which include receivables, that are settled 
through the receipt of cash, or another financial asset, from another entity. 
Monetary assets can arise from both contractual and statutory (non-
contractual) arrangements.  

.41B  Assets arising out of contractual arrangements that otherwise meet the 
definition of a financial instrument (see paragraph AG296. of the Standard of 
GRAP on Financial Instruments), such as cash and transfers receivable, are 
measured in accordance with paragraph .40 of this Standard as well as 
paragraphs .34 and AG77. to AG86. of the Standard of GRAP on Financial 
Instruments. An entity applies the Standard of GRAP on Financial Instruments 
for the subsequent measurement, derecognition, presentation and disclosure 
of any assets arising out of contractual arrangements that meet the definition 
of financial instrument. 

.41C Receivables that arise from statutory (non-contractual) arrangements (see 
paragraph .05 of the Standard of GRAP on Statutory Receivables) are initially 
measured in accordance with paragraph .40 of this Standard as well as 
paragraph .10 of the Standard of GRAP on Statutory Receivables. An entity 
applies the Standard of GRAP on Statutory Receivables for the subsequent 
measurement, derecognition, presentation and disclosure of statutory 
receivables.    

.42  An entity applies the Standard of GRAP on Financial Instruments for the 
subsequent measurement, derecognition, presentation and disclosure of any 
assets arising out of contractual arrangements that meet the definition of 
financial instrument.  
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A3. Amendments to GRAP 104 Financial Instruments 

.03 This Standard does not apply to the following instruments, except where 
indicated otherwise:… 

(h)    Statutory receivables as defined in the Standard of GRAP on 
Statutory Receivables.  

AG28.  Assets and liabilities in the public sector arise from out of both contractual and 
statutory (non-contractual) arrangements. Assets and liabilities arising out of 
statutory (non-contractual) arrangements do not meet the definition of a 
financial asset or a financial liability. 

AG29. Contracts, for the purposes of this Standard, are evidenced by the following  
criteria: 

 contracts involve willing parties entering into an arrangement; 

 the terms of the contract create rights and obligations for the parties to 
the contract, and those rights and obligations need not result in equal 
performance by each party. For example, a donor funding arrangement 
creates an obligation for the donor to transfer resources to the recipient 
in terms of the agreement concluded, and establishes the right of the 
recipient to receive those resources. These types of arrangements may 
be contractual even though the recipient did not provide equal 
consideration in return, i.e. the arrangement does not result in equal 
performance by the parties; and 

       performance and remedy for non-performance are enforceable by law. 

AG29A. Contractual arrangements can often be distinguished from statutory (non-
contractual) transactions or arrangements as follows:  

(a) Contractual arrangements are governed by common law whereas non-
contractual transactions or arrangements in the public sector are 
undertaken in terms of specific legislation.  

(b) Parties to a contractual arrangement are willing, whereas parties to a non-
contractual transactions or arrangements are usually compelled to 
transact with one another on terms specified in legislation or an 
equivalent.   

(c) The remedies for non-performance differ. In a contractual arrangement, 
the remedies for non-performance are agreed between the parties and 
may include termination of the contract. In non-contractual arrangements, 
the remedy for non-performance is often outlined in specific legislation.  

AG30. Non-exchange revenue transactions are initially recognised and measured in 
accordance with the Standard of GRAP on Revenue from Non-exchange 
Transactions (Taxes and Transfers). Where the transaction is contractual and 
otherwise meets the definition of a financial asset, the principles in this 
Standard are also applied. Where the transaction is statutory (non-
contractual) in nature, an entity applies the Standard of GRAP on Statutory 
Receivables rather than this Standard. Non-contractual, non-exchange 
revenue transactions are initially recognised and measured in accordance 
with the Standard of GRAP on Revenue from Non-exchange Transactions 
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(Taxes and Transfers). and subsequently accounted for using the Standard of 
GRAP on Statutory Receivables. If non-exchange revenue transactions are 
contractual and otherwise meet the definition of a financial asset, the 
principles in this Standard are also applied. Guidance on the subsequent 
measurement, derecognition, presentation and disclosure of non-contractual 
non-exchange revenue transactions will be provided in a Guideline to be 
issued by the Board. 

AG31. The following examples illustrate paragraphs AG29. and AG30.: 

(a)   An entity may undertake a formal agreement with an international aid 
agency to receive funding for one of its programmes. Although the initial 
recognition and initial measurement of the receivable is dealt with in the 
Standard of GRAP on Revenue from Non-exchange Transactions 
(Taxes and Transfers), it is also a financial asset since the receivable 
arises from a contract which is to be settled through the receipt of cash. 
Consequently the subsequent measurement, derecognition, 
presentation and disclosure requirements of this Standard also apply. 

(b)   A reporting entity in the national government collects taxes in terms of 
legislation. Even though taxes are settled between the taxpayer and the 
entity in cash, any resulting assets and liabilities are not financial 
instruments since the transaction is executed in terms of legislation as 
opposed to a contract. The entity recognises an asset (a receivable for 
taxes owing to the government) when the taxable event occurs, and 
measures the asset at fair value in accordance with the Standard of 
GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers). and subsequently accounts for the receivable using the 
Standard of GRAP on Statutory Receivables. 

AG32. An entity also considers the classification requirements of this Standard in 
determining whether an inflow of resources received as part of a contractual 
non-exchange revenue transaction is in substance a liability or a residual 
interest. 
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Basis for conclusions 

This basis for conclusions gives the Accounting Standards Board’s (the Board’s) reasons for 
accepting or rejecting certain solutions related to the accounting for statutory receivables. 
This basis for conclusions accompanies, but is not part of, the Standard of GRAP on 
Statutory Receivables. 

Background and history 

BC1. When the Board developed its Standard of GRAP on Financial Instruments, it 
considered whether the internationally accepted definition of a financial instrument, 
which is described as a contract that gives rise to a financial asset in one entity and 
a financial liability or equity interest in another entity, was appropriate for the public 
sector. The Board noted that the reference to “contractual” arrangements limited the 
types of arrangements that would be considered financial instruments in the public 
sector. In particular, the Board was concerned that receivables and payables that 
arise from legislation or similar means, such as tax receivables, would be excluded 
from the definition of financial instruments.  

BC2. During the initial consultation on the financial instruments’ project, the Board 
proposed amending the definition of a financial instrument to include contractual 
arrangements as well as those that arise from legislation or similar means. The 
Board’s constituents did not support this proposed change. As a consequence, the 
Board agreed to undertake a separate project to assess the appropriate accounting 
treatment of receivables and payables that arise from legislation or similar means.  

BC3. The first step in this separate project was the issuance of Discussion Paper 7 on 
Assets and Liabilities Arising from Non-contractual Arrangements that have the 
Features of Financial Instruments. The comments received on the proposals in 
Discussion Paper 7 have been used to formulate the scope, definitions and 
measurement bases proposed in this Standard. These areas, along with key issues 
raised by respondents and the Board’s conclusions thereon, are outlined in the 
paragraphs that follow.  

Scope 

BC4. In developing Discussion Paper 7, the Board considered whether the scope should 
include both receivables and payables that do not arise from contracts. In forming a 
decision, the Board considered whether, or the extent to which, guidance already 
existed for both receivables and payables.  The extent of existing guidance included 
in the Standards of GRAP is outlined in paragraphs BC5. and BC6. below.   

BC5. The Standards of GRAP on Revenue from Exchange Transactions and Revenue 
from Non-exchange Transactions (Taxes and Transfers) prescribe requirements for 
the initial measurement of receivables when they arise from exchange and non-
exchange revenue transactions. As these Standards deal with the timing and 
measurement of revenue to be recognised, they do not prescribe principles for 
subsequent measurement. Where the arrangements are contractual, the 
subsequent measurement requirements in the Standard of GRAP on Financial 
Instruments are applied. No equivalent guidance exists for receivables that do not 
arise from contracts. As a result, the Board concluded that its primary focus should 
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be to assess what the appropriate accounting requirements would be for such 
receivables, particularly after initial recognition.  

BC6.  By contrast, two Standards of GRAP exist for payables: The Standard of GRAP on 
Provisions, Contingent Liabilities and Contingent Assets outlines accounting 
principles (recognition, both initial and subsequent measurement and derecognition) 
for payables that arise from legislation or equivalent means. The Standard of GRAP 
on Financial Instruments outlines accounting principles (recognition, both initial and 
subsequent measurement and derecognition) for payables that arise from contracts.  

BC7.  While there is no lack of accounting guidance for payables, the Board was of the 
view that there may be merit in considering whether symmetry is necessary 
between the accounting approaches and measurement bases applied to 
receivables and payables. The Board considered that symmetry may be particularly 
important if the counterparties to receivables and payables are within the same 
economic entity. As a result, the Board agreed that the Discussion Paper should 
include both receivables and payables.  

BC8.  In the Discussion Paper, the Board proposed using an amortised cost model for 
non-contractual receivables and, as a consequence, proposed amortised cost for 
non-contractual payables where their timing and amount is certain. Respondents to 
the Discussion Paper rejected this view, and instead proposed that a cost based 
measurement basis should be used for non-contractual receivables. The Board 
agreed with respondents’ rationale for rejecting an amortised cost approach in 
favour of a cost based measurement basis and decided that the Standard should be 
developed on that basis (this is discussed in further detail in paragraphs BC16. to 
BC23. below). As the approach in the Standard of GRAP on Provisions, Contingent 
Liabilities and Contingent Assets most closely resembles a cost based model for 
payables, the Board agreed that the scope of the Standard should be limited to non-
contractual receivables. The remainder of the Basis for Conclusions focuses on the 
Board’s decisions on non-contractual receivables.    

Definitions  

Distinguishing contractual and statutory receivables 

BC9.  As noted in BC1. above, financial instruments arise from contractual arrangements. 
There is no specific definition of a “contract” included in the Standards of GRAP. In 
developing the Standard of GRAP on Financial Instruments however, the Board 
outlined the essential features of a contractual arrangement, which are as follows:  

(a) The parties to the arrangement should be willing.  
(b) The arrangement should give rise to rights and obligations to the parties to the 

arrangement. 
(c) Performance and the remedy for non-performance are enforceable.  

BC10. In assessing what the boundary should be between financial instruments and this 
Standard, the Board considered whether or not the characteristics of a contract 
outlined above could be used in assessing the nature of an arrangement. The 
Discussion Paper therefore proposed that, in assessing whether an arrangement is 
contractual or not, an entity should consider substance over form and assess 
whether or not the characteristics of a contract are demonstrated, even if the 
transaction is undertaken in accordance with specific legislation. 



 
  GRAP 108 

 

Issued September 2013       26 Statutory Receivables 

 
    

BC11. Respondents to the Discussion Paper rejected this view and indicated that 
substance over form cannot be applied because of the legal frameworks governing 
contracts and transactions that arise from legislation. In particular, it was noted that, 
if an arrangement arises from legislation, then it cannot be contractual for the 
following reasons:   

(a) Contracts are governed by common law and, therefore, if specific legislation 
exists, that legislation has a higher authority than common law.  

(b) The parties to contractual arrangements are willing, whereas for transactions 
and arrangements governed by legislation, they are most often compulsory 
transactions, eg. taxes, fines, appropriations and fees charged in accordance 
with legislation.  

BC12. Respondents were also of the view that applying the characteristics of a contract by 
analogy to transactions that are undertaken because of specific legislative 
requirements, may become overly complex and subjective. As an illustration, an 
individual may conclude that he/she chooses to live in a particular area and 
therefore the payment of property taxes is, by analogy, a contractual arrangement.  

BC13.  Based on the responses, the Board agreed that there should be two categories of 
receivables and, that these categories should be distinguished based on the legal 
framework which governs them, ie. contractual arrangements governed by common 
law and, statutory arrangements governed by specific legislation, regulations, 
documents issued in accordance with legislation such as ministerial orders, cabinet 
and council decisions, or similar means.  

Recognition of statutory receivables 

BC14.  Statutory receivables arise primarily from exchange and non-exchange revenue 
transactions. The Board concluded that where receivables arise from these 
transactions, the applicable Standards of GRAP on Revenue from Exchange 
Transactions and Revenue from Non-exchange Transactions (Taxes and Transfers) 
should be applied to the recognition of statutory receivables.  

BC15. The Board considered that there may be statutory receivables that arise from other 
transactions. An example of such a transaction might be the recognition of 
receivables related to construction contracts which are dealt with in a separate 
Standard of GRAP. In such circumstances, the Board agreed that, for initial 
recognition, an entity should assess whether any other Standards of GRAP apply to 
the initial recognition of the receivable or, alternatively, apply the requirements of 
the Framework for the Preparation and Presentation of Financial Statements.  

Measurement of statutory receivables 

Determining an appropriate measurement approach  

BC16.  In the Discussion Paper, the Board outlined two approaches which may be feasible 
for the measurement of statutory receivables: amortised cost less impairment (as 
described in the Standard of GRAP on Financial Instruments) or cost less 
impairment. The implications of the proposed approaches are as follows:  

(a) Under the amortised cost approach, entities would be required to recognise 
receivables at fair value (as required by the Standards of GRAP on Revenue 
from Exchange Transactions and Revenue from Non-exchange Transactions 
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(Taxes and Transfers). Fair value would include the transaction amount (e.g. 
the amount charged in accordance with legislation), but would include an 
assessment of the fair value of any other elements in the transaction, including 
any financing elements (“credit”) in the arrangement. Applying this approach 
meant that entities would need to have determined a market related rate of 
interest for a similar instrument, on similar terms and with the same risk 
characteristics, at initial recognition and, if material, discount the receivable. 
This rate would be then be used as the effective interest rate in applying the 
amortised cost approach.  

(b) Under the cost less impairment approach, the receivable would be recognised 
initially at fair value, except that the fair value on initial recognition would be the 
transaction amount and would ignore the effects of any financing elements. The 
transaction amount would therefore be calculated based on the amounts 
described in legislation or an equivalent.  

BC17. The Board indicated in the Discussion Paper that its preferred approach was 
amortised cost less impairment as statutory receivables are similar in nature to 
financial receivables as the counterparties are known, and the terms and conditions 
specified.  As most entities apply the amortised cost approach for contractual 
receivables, the Board was also of the view that it might be easier in practice to 
apply the same accounting requirements for both contractual and statutory 
receivables, particularly for entities that have both types of receivables, eg. 
municipalities.  

BC18. During the consultation, respondents indicated that, where they have both 
contractual and statutory receivables, they already account for those receivables 
using different measurement bases. Respondents generally indicated that statutory 
receivables are accounted for initially at cost, which equals the transaction amount, 
and then subsequently tested for impairment.  

BC19. Respondents noted that the reason for using cost rather than amortised cost is 
because of the complexity associated with the initial recognition and measurement 
of statutory receivables. As statutory receivables are most often non-exchange in 
nature, a considerable amount of reliance is placed on the use of estimates, both to 
identify when a transaction can be recognised as well as the amount at which it 
should be measured. Where estimates are used to measure receivables under the 
amortised cost, whenever the estimates are revised the receivable would need to 
be revised to reflect not only the change in estimate, but also the discounting of 
those revised estimates. This means that any revisions to the estimates would give 
rise to a profit or loss as the new estimates would need to be discounted using the 
effective interest rate. 

BC20.  The Board agreed with respondents that the extent to which estimates are used to 
recognise and measure certain types of non-exchange transactions, particularly 
taxes and fines, may result in undue complexity under the amortised cost approach. 
The Board also noted that presenting profits or losses (or gains and losses) on any 
revisions to estimates of taxes and fines receivables may not provide users with the 
most appropriate information for accountability and decision-making purposes. 

BC21. Respondents also noted that the amortised cost approach is, at least on initial 
recognition and initial measurement, premised on the fact that similar transactions 
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exist in the market.  They indicated that, because of the nature of the transactions, 
there is no market for such transactions. For example, there is no equivalent market 
for taxes, fines, appropriations and fees charged to regulate certain activities. The 
absence of a market makes determining a market related rate of interest for initial 
measurement onerous and arbitrary. In most instances, the entity which is 
responsible for levying and collecting these revenues has no discretion over whom 
it transacts with, or the terms and conditions of the transaction, as these are 
specified in legislation or equivalent.  

BC22. Some respondents contested the notion that there are “financing” elements in 
transactions such as taxes, fines and appropriations. For taxes and fines, they 
contested that the period of time allowed to settle any outstanding amounts should 
be seen as an administrative measure rather than extending credit. This is 
particularly important because in the time period allowed to settle these 
transactions, parties may be allowed to appeal the amount due or lodge disputes. 
Respondents also noted that, for certain transactions, there may be no settlement 
period, for example, appropriations which are paid based on the overall cash 
available at national and provincial government.      

BC23. The Board agreed with respondents’ views that applying a measurement basis 
which considers the effect of any financing elements and assumes that a market 
rate can be determined for the financing elements in those transactions, is 
inappropriate because the information produced may not be relevant for users in 
assessing accountability or making decisions. The Board agreed that applying a 
cost-based approach may provide more relevant information about statutory 
receivables due to an entity, their collectability and, through appropriate disclosure, 
the effect of such receivables on an entity’s financial performance, financial position 
and cash flows.  

Applying a cost-based measurement approach 

BC24.  The Board considered that applying a cost-based measurement approach meant 
that the transaction should be measured initially at cost. The Board agreed that 
“cost” for statutory arrangements would reflect the prescripts of legislation or an 
equivalent and should ignore the effects of discounting or the time value of money. 
The Board agreed that this cost, called the “transaction amount” should remain 
unchanged until it is either wholly or partly derecognised.   

BC25.  The Board however concluded that transaction amount may need to be amended 
after initial recognition to provide useful information to users of the financial 
statements. In particular, the Board concluded that adjustments may be necessary 
to reflect (a) any interest or other charges that the entity is required or permitted to 
levy and (b) any amounts that are, or may be, uncollectable by assessing whether 
the receivables are impaired.  

BC26. The Board noted that, where the receivables arose from revenue transactions, there 
are existing requirements regarding the initial measurement of these transactions. 
The Standards of GRAP on Revenue from Exchange and Revenue from Non-
exchange Transactions (Taxes and Transfers) require the use of fair value for initial 
measurement.  

BC27.  In considering whether “fair value” in those other Standards is the same as 
“transaction amount” in this Standard, the Board examined the guidance in other 
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Standards of GRAP. The Standard of GRAP on Financial Instruments notes that the 
fair value of a financial instrument on initial recognition is normally the same as the 
transaction price, except if part of the consideration exchanged is for something 
other than the financial instrument.  For statutory receivables, consideration is only 
given to compensate for amounts owing in terms of legislation or an similar means. 
No other elements exist because the transactions are not comparable to other 
receivables in the market. As a result, no financing or market-related interest 
elements exist. The Board therefore concluded that the “fair value” of a statutory 
receivable determined using the Standards of GRAP dealing with revenue is the 
same as the transaction amount envisaged in this Standard.  

Interest levied on statutory receivables 

BC28. Respondents to the Exposure Draft questioned the nature of interest levied on 
statutory receivables, in particular, whether interest is exchange or non-exchange in 
nature. The Board considered two arguments:  

(a) As interest is levied as a result of delayed payment, interest can be seen as 
compensation for the use of money and is therefore always exchange in nature. 

(b) The nature of any interest levied is dependent on the nature of the underlying 
transaction, ie. if a transaction is non-exchange in nature, then any interest 
levied is also non-exchange. Similarly if a transaction is exchange in nature, 
then any interest is also exchange. 

BC29. The Board noted that, while there is merit in both arguments, it favoured the view 
that the nature of the underlying transaction should be used to determine the nature 
of any interest levied on those transactions. In particular, the Board noted that it 
would be seemingly inappropriate, and impractical, to classify interest on 
transactions differently to the underlying transaction itself. Based on its conclusions, 
the Board agreed to amend both the Standards of GRAP on Revenue from 
Exchange Transactions and Revenue from Non-exchange Transactions (Taxes and 
Transfers) to make it clear that interest levied by an entity can be either exchange 
or non-exchange in nature.      

Assessing whether statutory receivables are impaired 

BC30.  So as to provide information to users about the collectability of amounts owing to 
the entity, the Board agreed that it is necessary to assess whether statutory 
receivables are impaired at every reporting date.  

BC31.  The Board agreed that an initial assessment should be undertaken to determine if 
there is any indication that a statutory receivable is impaired. Given the volume of 
receivables, the Board agreed that this assessment should be made firstly for any 
individually significant statutory receivables and, then by grouping together groups 
of individually insignificant statutory receivables which exhibit similar characteristics. 
Any individually significant receivables which are not considered impaired on their 
own, should be grouped with other receivables and assessed for impairment. Given 
the diversity of the types of non-exchange receivables that exist, the Board agreed 
that it is not feasible to define these specific characteristics. It did however agree 
that the characteristics should demonstrate information about the collectability of 
the amounts, which may include how collection might be enforced and the likelihood 
of instituting enforcement actions.  
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BC32. The Board considered what the most appropriate approach would be to measure 
impairment losses on statutory receivables. The Board agreed that, because the 
receivable will result in cash or another financial asset being received by the entity, 
impairment losses should be calculated by comparing the carrying amount of the 
receivable to the estimated future cash flows. In formulating the impairment 
approach for statutory receivables, the Board concluded that the approach adopted 
should be similar to the value-in-use approach in the Standard of GRAP on 
Impairment of Non Cash-generating Assets.  

BC33.  The estimated cash flows would be based on the amounts that management 
expects to receive based on facts and circumstances at the reporting date. The 
Board agreed, on balance that, although statutory receivables are generally short-
term in nature and the effect of discounting is likely to be immaterial, entities should 
discount the estimated future cash flows in circumstances where this is material. 
Any changes to the expected timing and amount of the cash flows should be 
accounted for as a revision to the impairment loss previously recognised and could 
result in both a positive or negative change. Where discounting is applied, the 
Board agreed that the unwinding of such interest should adjust the impairment loss 
recognised and not the initial transaction amount.  

Derecognition of statutory receivables 

BC34. When the Board considered what appropriate derecognition requirements would be 
for statutory receivables, it considered the nature of the underlying transactions and 
how they might be settled: 

 As the statutory receivable requires settlement in cash or another financial 
asset, any amounts transferred in settlement would give rise to the receivable 
being recognised.  

 The entity may waive its right to receive any future cash flows, for example, 
through a specific policy decision such as a tax amnesty programme.   

 Although considered rare, entities may enter into securitisations or factoring 
of their receivables.  

BC35. Based on the ways in which rights and obligations associated with statutory 
receivables are settled, the Board concluded that the derecognition requirements in 
the Standard of GRAP on Financial Instruments are appropriate. The derecognition 
requirements in this Standard have therefore been developed using the Standard of 
GRAP on Financial Instruments.  

Presentation and disclosure  

BC36.   In formulating the presentation and disclosure requirements of the Standard, the 
Board considered what information users of the financial statements would find 
relevant for accountability and decision-making. The Board concluded that the 
following information would be useful to users:  

(a) All statutory receivables are appropriately reflected on the statement of 
financial position and the accompanying notes.  

(b) Any revenues (interest) and expenses (impairment loss or reversals) are 
reflected either in the statement of financial performance or the accompanying 
notes.  
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(c) Sufficient information is provided in the notes to the financial statements 
about:  

 The nature and type of statutory receivables. This information is provided 
by the disclosures in the Standards of GRAP on Revenue from Exchange 
Transactions and Revenue from Non-exchange Transactions (Taxes and 
Transfers) which require information about the revenue types. The 
Standard of GRAP on Presentation of Financial Statements requires that 
receivables from exchange and non-exchange transactions should be 
separated.  

 Information about the collectability of carrying amounts reflected on the 
statement of financial position.  

 The distinction between receivables that are financial assets and 
statutory receivables.  

 The basis used to account for statutory receivables, in particular the 
arrangements regarding the circumstances when interest is levied, on 
what basis, and at what rate. The policy should also describe information 
about the impairment methodology adopted. In particular how receivables 
were grouped together and, if discounted, how the rate is determined. 
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