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 IPSASB Meeting (June 2014) Agenda Item 
               9.1 

Issues Paper, Social Benefits 

Objective of the Issues Paper 
1. The objective of this session is to review this Issues Paper and chapters 1, 2, 4, 5 and 6 of a 

preliminary draft of the Consultation Paper (CP) on Social Benefits; and to provide directions for 
further development. The chapters cover the introduction; scope and definitions; identification of 
approaches and Option 1. 

Background 
2. The IPSASB agreed to restart its project on Social Benefits and approved the project brief at the 

September 2013 meeting. 

3. The IPSASB considered an Issues Paper at its March 2014 meeting. At this meeting the IPSASB 
provisionally agreed that the scope of the project should exclude collective goods and services. The 
IPSASB also agreed that the CP should propose that the Social Benefits project should proceed in 
two phases. It proposed that the first phase would consider cash transfers. The second phase would 
consider social transfers in kind. These are defined in the CP (and paragraph 28 below) as follows: 

Cash Transfers are social benefits paid in cash that allow individuals and households to use 
this cash indistinguishably from income from other sources. Cash transfers do not include 
reimbursements. 

Social Transfers in Kind are goods and services provided to individuals and households by 
a public sector entity through non-exchange transactions. Social transfers in kind include 
reimbursements. 

4. The IPSASB indicated the research that should be undertaken by staff in developing the CP. 

5. This Issues Paper proposes a structure for the CP and seeks the IPSASB’s comments on this 
structure. The paper also seeks the IPSASB’s views on the key issues that staff has identified in 
developing chapters 1, 2, 4, 5 and 6 of the CP. 

Consideration of Key Issues 

Structure 

6. Staff proposes that the structure of the CP should be as follows: 

Chapter 1 Introduction 

Chapter 2 Scope and Definitions 

Chapter 3 Social Benefit Schemes (summary) 

Chapter 4 Identification of Approaches 

Chapter 5 Option 1 (Liability Basis in the previous Issues Paper) – Recognition 

Chapter 6 Option 1 (Liability Basis in the previous Issues Paper) – Measurement 
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Chapter 7 Option 2 (‘Grand’ Executory Contract Basis in the previous Issues Paper) 

Chapter 8 Option 3 (Insurance Accounting Basis in the previous Issues Paper) 

Chapter 9 Presentation and Disclosure 

Chapter 10 Other Issues (will include the treatment of funds and implications for other IPSASs) 

Appendix A Social Benefit Schemes (detail) 

Appendix B Objectives of Financial Reporting and Qualitative Characteristics 

Matter(s) for Consideration 
1. The IPSASB is asked for its views as to whether the proposed structure of the CP is appropriate, 

and if not, what changes should be made. 

7. Agenda paper 9.2 comprises a preliminary draft of chapters 1, 2, 4, 5 and 6 of the CP. This covers 
the introduction; scope and definitions; identification of approaches and Option 1. The issues 
associated with these sections are discussed below. The remaining sections of the CP will be 
developed for the next meeting. Some aspects of the draft CP will need updating for future IPSASB 
decisions. These are shown highlighted. 

Chapter 1 – Introduction 

8. The Introduction to the CP provides the background to accounting for social benefits. It sets out the 
history of the IPSASB’s work on this topic and the approach taken in the CP. 

Matter(s) for Consideration 
2. The IPSASB is asked to provide any suggestions for redrafting the Introduction. Given the limited 

time available at the meeting to discuss this topic, staff proposes to take these suggestions 
outside of the meeting. 

Chapter 2 – Scope and Definitions 

Consistency with Government Finance Statistics (GFS) 

9. At the March 2014 meeting the IPSASB agreed that the CP should seek to align the project with the 
definitions and classifications used in GFS. The draft CP adopts this approach. The definitions and 
classifications adopted in the CP are based on the descriptions used in the System of National 
Accounts 2008 (SNA) as far as possible. 

10. There are two consequences of aligning the definition of social benefits with that used in the SNA 
compared to the IPSASB’s previous work on this topic. Firstly, the definition excludes collective goods 
and services. This is discussed below. Secondly, the definition includes exchange transactions. The 
CP proposes that employee benefits as defined in IPSAS 25 Employee Benefits are excluded from 
the scope of this project. The CP also proposes to exclude from the scope of this project financial 
instruments that are covered by IPSAS 29, Financial Instruments: Recognition and Measurement. 
This is proposed in order to avoid any confusion as to the appropriate treatment of transactions such 
as student loans. The IPSASB is asked to decide whether other social benefits provided through 
exchange transactions should be included or excluded from the scope of this project. 
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Exclusion of Collective Goods and Services 

11. At the March 2014 meeting the IPSASB provisionally agreed that the scope of the project should 
exclude collective goods and services. Some members commented that stronger reasons for the 
exclusion of collective goods and services were required. 

12. Paragraphs 2.24 - 2.31 of the draft CP explain the reasons for excluding collective goods and services 
from the scope of the project. The reasons focus on the different nature of collective goods and 
services compared to social benefits as defined in the draft CP. These reasons are summarized 
below. 

• Collective goods and services are “public” goods (i.e., non-exclusive, with no rivalry in 
acquisition); other social benefits are “private” goods (i.e., exclusive, with consumption by one 
individual or household reducing the availability of a good or service to others). 

• The factors that are considered when determining whether a present obligation has arisen for 
collective goods and services are likely to be different from the factors considered for other 
social benefits. Other social benefits can be assessed by reference to an individual’s 
entitlement. Collective goods and services do not have eligibility criteria because they are non-
exclusive. 

• The SNA definition of social benefits only includes cash transfers and individual goods and 
services. 

13. Because of these differences, the CP proposes that collective goods and services would be better 
addressed in a separate standard covering other non-exchange expenses. The CP notes that the 
IPSASB consultation on its work plan includes such a standard as a possible project. The CP will be 
updated to reflect the responses to this consultation, and any decisions on the work plan, prior to 
being issued. The CP also notes that respondents to the IPSASB’s previous consultations on this 
topic have expressed the view that present obligations for collective goods and services either arise 
only when services are provided, or do not arise at all. 

Matter(s) for Consideration 
3. The IPSASB is asked to: 

(a) Decide whether the scope of the project should include exchange transactions (other than 
employee benefits that are covered by IPSAS 25 and financial instruments that are covered 
by IPSAS 29). 

(b) Confirm its previous decision that collective goods and services should be excluded from 
the scope of the project; and 

(c) Indicate whether it considers that the reasons given for this exclusion are appropriate for 
the CP, and if not, what changes should be made. 

One or Two Phases? 

14. At the March 2014 meeting, the IPSASB debated whether all social benefits should be addressed 
together, or whether the project should be separated into two phases (one dealing with cash transfers 
the other with social transfers in kind). 

15. Arguments made at the meeting in favor of a single phase included the following (those addressed 
by the narrower definition of a cash transfer proposed in the CP are shown in italics): 
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• All social benefits meeting the definition of a liability should be included; 

• Accounting for a liability should not be dependent on the type of resource transferred; 

• There is a reputational risk if the IPSASB restricts the project to cash transfers; 

• Limiting the project to cash transfers could give entities an incentive to provide benefits in kind, 
and could exclude significant programs; 

• Some schemes offer beneficiaries the choice of receiving social transfers in kind or in cash; 

• Distinguishing cash transfers from individual goods and services could increase complexity in 
some cases. 

16. Arguments made at the meeting in favor of a narrower scope included: 

• Concentrating on cash transfers would simplify phase one of the project; 

• Some individual goods and services are provided through a combination of exchange and non-
exchange transactions in some jurisdictions; distinguishing between the exchange and non-
exchange elements could be complex; 

• Cash transfers can be more clearly defined than individual goods and services; 

• A project considering only cash transfers is more likely to be deliverable to a tight timetable; 

• The wider scope could be dealt with as a second phase to the project. 

17. The IPSASB agreed to include a preliminary view in the CP that the project should have two phases, 
as discussed above. 

18. Paragraphs 2.32 - 2.39 of the draft CP discuss the advantages and disadvantages of separating the 
project into two phases. In drafting this section of the CP, staff has reflected the IPSASB decision 
that the project should have two phases. However, staff has also sought to take into account some 
of comments made by members who favor the single phase approach. In particular, staff notes that 
proposals that result in the accounting for a liability being dependent on the type of resource 
transferred would be inconsistent with the conceptual framework. 

19. To avoid this scenario, the CP proposes that the cash transfer phase of the project should have a 
narrower scope than was assumed at the March 2014 meeting. The CP proposes that this phase of 
the project would address cash transfers as described in the SNA (and consequently as defined in 
the CP). This definition limits cash transfers to those cases where the recipients of the cash transfer 
can use the resources indistinguishably from resources from other sources. Cases where a recipient 
is reimbursed for expenses incurred, or where the recipient can choose between receiving a service 
directly or being reimbursed for expenses incurred, are classed as social transfers in kind. Other 
goods and services provided to individuals and households by a public sector entity through non-
exchange transactions are also classed as social transfers in kind. 

20. As drafted, the definition of reimbursements includes what staff has termed ‘prior reimbursements’. 
These are cash payments to individuals or households for specific purposes, made in advance of the 
individual or household incurring the expenditure. One example would be rent allowances paid to 
tenants to enable them to make payments to landlords. The SNA does not specify the treatment of 
prior reimbursements. Staff considers that some governments may treat prior reimbursements as 
cash transfers, because of the possibility that recipients will not use the transfer as intended. Should 
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the IPSASB decide to adopt this approach, there is a risk that the accounting for some benefits could 
be dependent on the nature of the resource. For example, rent allowances paid to individuals and 
households would be within the cash transfer phase of the project. The same rent allowances paid 
directly to the landlord would be within the social transfers in kind phase of the project. The CP adopts 
the approach that all reimbursements, including prior reimbursements, are social transfers in kind. 
The IPSASB is asked for its views on this approach. 

21. By defining cash transfers in this manner, staff considers that the scenario whereby the accounting 
for a liability is dependent on the type of resource transferred will not arise. However, this narrower 
scope will exclude more programs from the cash transfer phase of the project. 

22. A further consequence of this narrower definition is that the advantages and disadvantages of 
separating the project into two phases are different from those discussed at the March 2014 meeting. 
The draft CP reflects this. The CP does, however, identify further arguments in favor of the single 
phase approach. 

23. At the March 2014 meeting, it was assumed that this project would address non-exchange social 
benefits only. One of the reasons for supporting a two phase approach above reflects this. If, 
however, the definition of social benefits is aligned with the SNA definition, exchange transactions 
would be included. The draft CP rephrases this reason to reflect the proposed definition of social 
benefits. This will need to be amended should the IPSASB decide that the project should address 
non-exchange transactions only. 

24. TBG members considered that the CP should discuss whether social transfers in kind could be 
addressed in phase one, and cash transfers in phase two. The draft CP includes this discussion. 

25. Preliminary View 1 presents the IPSASB’s preferred approach of separating the social benefits 
project into two phases, with cash transfers as the first phase. 

Significance of Social Transfers in Kind 

26. In considering the two phase approach, members may find it helpful to understand the relative 
importance of cash transfers and social transfers in kind. Information provided by Eurostat indicates 
that in 2012, the average expenditure on social benefits in European Union countries was 21.5% of 
GDP. On average, social transfers in kind accounted for 21.4% of the total expenditure on social 
benefits1. 

27. Average figures do not reveal the wide variations between countries. Total expenditure on social 
benefits covered a range of 10.7% (Latvia) to 26% (Belgium and France) of GDP. The percentage of 
social benefits expenditure accounted for by social transfers in kind ranged from 4.4% (Malta) to 
49.2% (Netherlands). However, it is clear that social transfers in kind represent a significant expense 
in all European Union countries. 

1  Two countries, Cyprus and the United Kingdom, do not separately report social transfers in kind. 
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Matter(s) for Consideration 
4. The IPSASB is asked to: 

(a) Indicate whether it supports the approach of separating the project into two phases taken 
in the CP, and if not, to provide direction on how this should be changed; 

(b) Indicate whether it considers that ‘prior reimbursements’ should be treated as social 
transfers in kind or as cash transfers; 

(c) Indicate whether it considers that the reasons given in the CP for supporting a two phase 
approach are appropriate, and if not, what changes should be made. 

Definitions 

28. The SNA describes the different classes of social benefit to which it refers. The CP develops 
definitions based on these descriptions. The definitions are discussed in paragraphs 2.43 - 2.57 of 
the draft CP. The definitions, which are included in the CP as Preliminary View 2, are shown below: 

Social Benefits are benefits payable to individuals and households, in cash or in kind, to mitigate 
the effect of circumstances that may adversely affect the welfare of the individuals or households 
concerned. Social benefits do not include collective goods and services. 

The key definitions are as follows: 

(a) Cash Transfers are social benefits paid in cash that allow individuals and households to 
use this cash indistinguishably from income from other sources. Cash transfers do not 
include reimbursements. 

(b) Collective Goods and Services are goods and services that are delivered simultaneously 
to every member of the community. The provision of a collective service to one individual 
does not reduce the amount available to others in the same community or section of the 
community. 

(c) Social Transfers in Kind are goods and services provided to individuals and households 
by a public sector entity through non-exchange transactions. Social transfers in kind 
include reimbursements. 

(d) Reimbursements are cash payments made by a public sector entity to compensate an 
individual or household for all or part of the expense incurred or to be incurred by that 
individual or household in accessing specific services. 

(e) Social Security Programs are programs providing cash transfers, operated by or on 
behalf of a public sector entity, where the benefits received are conditional on participation 
in the program, usually by way of actual or imputed contributions made by or on behalf of 
the recipient. 

(f) Social Assistance Programs are programs providing cash transfers, operated by or on 
behalf of a public sector entity, where the benefits received are not conditional on 
participation in the program by way of contributions. 

(g) Pension Benefits are cash transfers that, once the eligibility criteria have been satisfied, 
continue to be payable until the death of the recipient. Pension benefits include, where 
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relevant, amounts payable to surviving family members and dependents that become 
payable only on the death of the recipient. 

(h) Non-Pension Benefits are cash transfers that are not pension benefits. 

29. The CP excludes employment related social insurance from the scope of the project. Within the SNA, 
this class of social benefit is provided by employers. Governments may provide these benefits, but 
only in their role as an employer. The CP considers that guidance on accounting for these schemes 
is already provided by IPSAS 25, Employee Benefits. 

30. The proposed scope of the project is shown in Figure 2 (paragraph 2.42) of the draft CP. This 
assumes the two phase approach is adopted and employment related social insurance is excluded. 

31. The definition of social benefits refers to benefits that “mitigate the effect of circumstances that may 
adversely affect the welfare of the individuals or households concerned.” This wording is based on 
the wording in the SNA. The IPSASB is asked to consider whether to retain this wording or to revert 
to the wording used in the 2008 CP. This referred to “transactions to protect the entire population, or 
a particular segment of the population, against certain social risks.” 

32. Staff notes that the SNA does not distinguish between pension benefits and non-pension benefits for 
social assistance schemes. However, this distinction may be useful when determining the 
measurement requirements for a scheme. This may be the case whether that scheme is a social 
security scheme or a social assistance scheme. Consequently, the definitions of pension benefits 
and non-pension benefits apply equally to social security and social assistance schemes. 

33. Staff notes that these definitions provide a high level of granularity. As the project progresses, it may 
become apparent that this level of granularity is not required. For example, the IPSASB may 
determine at a later stage of the project that the recognition and measurement requirements are the 
same for pension and non-pension benefits. In these circumstances, the definitions of pension 
benefits and non-pension benefits would not be required. Staff recommends that all the definitions 
are retained at this stage of the project. 

34. The terminology used in the definitions is taken from the SNA. Staff notes that this may differ from 
how the words are used in everyday speech. As an example, pension is often taken to refer to old 
age benefits but has a wider meaning within SNA. The CP also notes that not all old age benefits will 
satisfy the definition of pension benefits. For example, a retirement benefit that is subject to ongoing 
means testing, and which, therefore, could be withdrawn before death, would not meet the definition. 
The IPSASB will need to consider (i) whether it is appropriate to retain the SNA terminology; and (ii) 
if so, whether any changes to the terminology would be required. 
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Matter(s) for Consideration 
5. The IPSASB is asked whether it supports the definitions in Preliminary View 2. This includes: 

(a) Indicating whether it supports the scope of the project within the CP, and if not to provide 
direction on how this should be changed; 

(b) Indicating if it supports the classification of social benefits within the CP, and if not to 
provide direction on how this should be changed; 

(c) Indicating any changes that should be made to the definitions within the CP, including 
whether the SNA terminology should be retained or amended. 

Chapter 4 – Identification of Approaches 

35. This Chapter of the CP briefly outlines the three approaches to accounting for social benefits that the 
IPSASB has identified. The CP asks respondents if they are aware of any other approaches that the 
IPSASB should consider in developing an IPSAS. 

Matter(s) for Consideration 
6. The IPSASB is asked to provide directions to staff as to any redrafting required. 

Chapters 5 – Option 1: IPSAS 19 Approach–Recognition 

36. Chapter Five of the draft CP discusses recognition under the first of the approaches identified in 
Chapter 4. This is referred to as the IPSAS 19 Approach. 

37. This option is based on the theoretical model outlined in the 2004 ITC, which informed the IPSASB’s 
approach to social benefits until 2006. It was also the main option discussed in the 2008 CP. 

38. Chapter Five sets out definitions relating to a liability. These are taken from the Conceptual 
Framework, and will be updated for any changes made to the Framework prior to publication. 

39. The draft CP identifies three key factors that need to be taken into account in determining whether a 
present obligation has arisen from a non-legally binding obligation. These are: 

• Indication to others that the entity will accept certain responsibilities 

• Creation of a valid expectation 

• No realistic alternative but to settle 

40. The application of each of these factors to social benefits is considered. The CP considers whether 
a government’s ability to amend legislation means that it will always have a realistic alternative but 
to settle. The CP states that this is not the case. 

41. The chapter discusses different views as to when an obligating event might give rise to a non-legally 
binding obligation. These include the three views identified in the 2004 ITC, along with two other 
views that have been identified in the IPSASB’s previous work on this topic: 

• Obligations arise when all eligibility criteria have been met; 

• Obligations arise when threshold eligibility criteria have been satisfied;  

• Obligations arise when key participatory events have occurred. 
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• The view that governments should only recognize legal obligations in respect of social benefits; 
and 

• The “due and payable” approach. 

42. The chapter also discusses the treatment of revalidation requirements, and whether an obligating 
event occur earlier for contributory programs than non-contributory programs. 

43. Finally, the chapter discusses the possibility of social benefits (other than employee benefits) arising 
from exchange transactions. If the IPSASB decides to limit the scope of the project to non-exchange 
transactions, this discussion will be removed from the CP. 

Matter(s) for Consideration 
7. The IPSASB is asked to consider: 

(a) Whether the draft CP achieves an appropriate balance of detail and conciseness; and 

(b) Whether the IPSASB agrees with the draft Specific Matters for Comment 3 – 5, which seek 
responses on: 

• The point(s) at which an obligating event occurs under the IPSAS 19 approach; 

• Whether an obligating event occur earlier for contributory programs than non-
contributory programs under the IPSAS 19 approach; and 

• Whether social benefits (other than employee benefits) can arise from exchange 
transactions. 

Chapters 6 – Option 1: IPSAS 19 Approach–Measurement 

44. Chapter 6 discusses the measurement of the liabilities. The CP considers the measurement bases 
for liabilities set out in the Conceptual Framework. Preliminary View 3 concludes that liabilities in 
respect of social benefits should be measured using the Cost of Fulfillment. 

45. The CP refers to the guidance on the measurement of liabilities in other IPSASs. 

Matter(s) for Consideration 
8. The IPSASB is asked to: 

(a) Indicate whether it supports the inclusion of Preliminary View 3; and 

(b) Provide any suggestions for improving the drafting of this chapter. 
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DRAFT CONSULTATION PAPER, SOCIAL BENEFITS 

1 Introduction 
1.1 The delivery of social benefits to the public is a primary objective for many governments. It follows 

that governments spend a sizeable proportion of their expenditure on these benefits. The Preface to 
The Conceptual Framework for General Purpose Financial Reporting by Public Sector Entities (the 
Conceptual Framework) identifies the provision of social benefits as a distinguishing feature of the 
public sector. 

1.2 IPSASs do not provide guidance on how to account for social benefits. IPSAS 19, Provisions, 
Contingent Liabilities and Contingent Assets excludes provisions related to social benefits in non-
exchange transactions from its scope1. Entities applying accrual-based IPSASs may use inconsistent 
or inappropriate reporting for social benefits in their financial statements. As a result, users may not 
be able to find the information they need to assess social benefit programs. The lack of an IPSAS on 
accounting for social benefits is, therefore, a significant gap in the IPSASB’s literature. 

1.3 This Consultation Paper (CP) is an important step in determining the appropriate reporting of social 
benefits. This builds on the previous work of the IPSASB in this area. The CP considers the 
approaches to, and issues arising in, accounting for social benefits. Its objective is to initiate a debate 
about matters such as: 

• The definition and classification of social benefits; 

• Approaches to the recognition and measurement of social benefits; and 

• Presentation of information about social benefits. 

History of the Project 

1.4 Between 2002 and 2008 the IPSASB and its predecessor (the Public Sector Committee (the PSC)) 
carried out extensive work on accounting for social benefits. In March 2002, the PSC initiated its first 
project on this subject. This was one of the IPSASB’s first major public sector specific projects. 

1.5 The PSC established a Steering Committee to support the project. The Steering Committee included 
non-PSC members from national and local governments, international organizations and regional 
bodies to provide experience and expertise. The Steering Committee developed an Invitation to 
Comment (ITC), Accounting for Social Policies of Government. This was published in January 2004. 

1.6 Responses to the ITC supported the development of an IPSAS on social benefits. The preferred 
approach was based on IPSAS 19. The theoretical model outlined in the ITC governed the IPSASB’s 
approach to social benefits over the next few years. However, in November 2006 the IPSASB 
changed course. This was primarily because: 

• There was no consensus on when a present obligation arises especially for contributory cash 
transfer programs; and 

1  Further details can be found in Chapter 2 
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• Other standard setters were researching alternative approaches to accounting for social benefit 
programs at this time. 

1.7 The IPSASB also came to a view that the financial statements cannot satisfy all a user’s information 
needs regarding social benefits. Further information about the long-term fiscal sustainability of those 
programs, including their financing, is required. 

1.8 The IPSASB then developed an ED dealing just with disclosure. Recognition and measurement was 
addressed through a Consultation Paper. 

1.9 In March 2008 the IPSASB issued: 

• Exposure Draft (ED) 34, Social Benefits: Disclosure of Cash Transfers to Individuals or 
Households; 

• Consultation Paper, (CP) Social Benefits: Issues in Recognition and Measurement; and 

• Project Brief, Long-Term Fiscal Sustainability. 

1.10 The majority of respondents opposed the approach in ED 34. They did not consider that disclosures 
in the financial statements could convey sufficient information about social benefits. The approach 
taken in the project brief Long-term Fiscal Sustainability was supported. 

1.11 The IPSASB decided not to develop ED 34 into an IPSAS. The IPSASB also recognized the linkages 
between the Conceptual Framework and social benefits. The Elements and Recognition phase would 
define a liability. This definition would influence the accounting for social benefits. The IPSASB 
therefore decided to defer further work on this topic. The IPSASB initiated a project on the long-term 
sustainability of the public finances in 2008, based on the project brief. Recommended Practice 
Guideline 1, Reporting on the Long-Term Sustainability of an Entity’s Finances, was published in July 
2013. 

Approach taken in this CP 

1.12 The complete Conceptual Framework was published in October 2014. This CP draws on the 
Framework to update the IPSASB’s previous work on this subject. The CP also considers 
developments since 2008. 

1.13 This CP adopts a definition of social benefits that is consistent with Government Financial Statistics 
(GFS). This excludes collective goods and services such as defense and public order. The CP also 
adopts a classification of social benefits that is consistent with GFS. The reasons underlying this 
approach are set out in Chapter 2. 

1.14 The IPSASB proposes to address the social benefits project in two phases. The first phase will cover 
cash transfers. The second phase will cover social transfers in kind. The reasons underlying this 
approach are set out in Chapter 2, and respondents are asked to comment on this approach. 

1.15 The CP identifies options for accounting for social benefits. The CP evaluates these options against 
the objectives of financial reporting and the qualitative characteristics set out in the Conceptual 
Framework. The objectives of financial reporting and the qualitative characteristics are listed in 
Chapter 4 and discussed in Appendix B. The options identified are explored in Chapters 5–8. 

1.16 The CP discusses a range of social benefit programs in Chapter 3. This includes complex issues 
such as social security systems that operate as both social assistance and social insurance 
programs. The IPSASB acknowledges that these examples may not be relevant to some jurisdictions. 
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2 Scope and Definitions 
2.1 This section of the CP addresses the scope of a future IPSAS on social benefits. It also discusses 

the definitions (if any) that should be included in a future IPSAS. 

2.2 The 2004 ITC noted that what constitutes social benefits may vary between jurisdictions. It also stated 
that what constitutes social benefits in any jurisdiction will be generally understood. Existing IPSASs 
do not define social benefits. A description is given in IPSAS 19. This description provides a wide 
scope of social benefits, and consequently the 2004 ITC covered a wide range of non-exchange 
social benefits. Social benefits provided through exchange transactions are addressed in existing 
IPSASs. IPSAS 25 Employee Benefits includes guidance on accounting for programs such as 
occupational pensions. 

2.3 The Government Finance Statistics (GFS) framework describes social benefits. This is set out in the 
System of National Accounts 2008 (SNA). The SNA uses a narrower definition of social benefits than 
that previously developed by the IPSASB. 

2.4 In restarting this project, the IPSASB agreed that this CP would not consider “collective goods and 
services.” Collective goods and services might be addressed in a later project. The IPSASB published 
its Strategy Consultation in March 20142. The Consultation included non-exchange expenses as a 
possible project. The IPSASB agreed that this project [complete after December 2014 meeting 
decision]. 

2.5 Excluding collective goods and services narrows the scope of this project compared to the IPSASB’s 
previous work on this topic. It also more closely aligns the scope of this project with the scope of 
social benefits in the SNA. The SNA definition of social benefits does, however, encompass 
exchange transactions. The IPSASB’s previous work on this topic has been confined to non-
exchange transactions. 

Existing IPSASs 

2.6 As noted in paragraph 1.2, existing IPSASs do not address accounting for non-exchange social 
benefits. IPSAS 19 excludes from its scope “Those provisions and contingent liabilities arising from 
social benefits provided by an entity for which it does not receive consideration that is approximately 
equal to the value of goods and services provided, directly in return from the recipients of those 
benefits.”3 

2.7 IPSAS 19 describes social benefits as relating to “goods, services, and other benefits provided in the 
pursuit of the social policy objectives of a government. These benefits may include: 

(a) The delivery of health, education, housing, transport, and other social services to the 
community. In many cases, there is no requirement for the beneficiaries of these services to 
pay an amount equivalent to the value of these services; and 

(b) Payment of benefits to families, the aged, the disabled, the unemployed, veterans, and 
others. That is, governments at all levels may provide financial assistance to individuals and 

2  http://www.ifac.org/sites/default/files/publications/files/IPSASB-Strategy-Consultation-2015-2019_0.pdf 
3  IPSAS 19, paragraph 1 (a) 
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groups in the community to access services to meet their particular needs, or to supplement 
their income.”4 

2.8 The social benefits excluded from the scope of IPSAS 19 are commonly referred to as non-exchange 
social benefits. IPSAS 9 Revenue from Exchange Transactions defines non-exchange transactions: 

“Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange 
transaction, an entity either receives value from another entity without directly giving approximately 
equal value in exchange, or gives value to another entity without directly receiving approximately 
equal value in exchange.”5 

2.9 The examples of social benefits included in IPSAS 19 are often referred to as “cash transfers” and 
“individual goods and services.” In the 2004 ITC, the Steering Committee noted that “Social benefits 
could also be provided under other categories of government activity (for example, Defense, Public 
Order and Safety and Community Amenities).” These are often referred to as “collective goods and 
services.” 

2.10 Social benefits may also be provided through exchange transactions. The most common examples 
are employer programs such as occupational pensions. IPSAS 25 provides guidance on accounting 
for employer programs. IPSAS 19 provides guidance on accounting for other social benefits arising 
from exchange transactions. 

Government Finance Statistics 

2.11 The overarching framework for GFS is provided by the SNA. The SNA describes social benefits using 
four related concepts6: 

• Social insurance; 

• Social security; 

• Social assistance; and 

• Social transfers in kind. 

Social Insurance 

2.12 Social insurance programs are programs in which recipients are enrolled or participate to secure 
entitlement to current or future benefits. In almost all cases, recipients either contribute to the program 
or have contributions made on their behalf. Contributions may be paid on behalf of the recipient by a 
family member or their employer. The SNA divides social insurance payments into two types – 
pension and non-pension benefits. Pension benefits are wider than old age benefits. They include, 
for example, ongoing payments to persons with permanent disabilities. Benefits in respect of 
temporary ill health or temporary unemployment are classed as non-pension benefits. Pension 
benefits are always paid in cash; non-pension benefits may be paid in cash or in kind. 

4  IPSAS 19, paragraph 7 
5  IPSAS 9, paragraph 11 
6  See Chapter 8 of SNA 2008 for further details. 
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Social Security 

2.13 The SNA defines two categories of social insurance programs. The first category is social security. 
Social security programs are imposed, controlled and financed by a government. They provide social 
benefits to the community as a whole, or to particular sections of the community. These programs 
provide benefits such as old age pensions and unemployment benefits. As social insurance 
programs, social security programs are generally contributory programs. In some cases, the 
government itself will make or impute contributions on behalf of a recipient. This may happen, for 
example, during a period of unemployment. The SNA notes that the contributory nature of social 
security programs means they are quasi-contractual. The legal form varies from country to country. 
In some countries, retrospective changes are permissible; in other countries this is not the case. 

2.14 The second category of social insurance is other employment-related social insurance programs. 
The terms of these programs are determined by the employer, sometimes in conjunction with the 
employees. These programs provide benefits such as occupational pensions and health benefits. 

Social Assistance 

2.15 Social assistance programs provide similar benefits to social insurance programs. However, eligibility 
to benefits under a social assistance program is not dependent on contributions having been paid. 
Social assistance programs often include an assessment of income (sometimes referred to as a 
“means test”). Benefits are only payable where the income of the household is below a threshold. 

2.16 The SNA notes that the extent of household income provided by social assistance programs varies 
significantly from country to country. A few countries provide all income to meet social needs without 
contributions. However, this is rarely the case. 

Social Transfers in Kind 

2.17 Social insurance programs and social assistance programs provide income for households in the 
form of cash payments. This income can be used indistinguishably from income from other sources. 
This is not the case for social transfers in kind, where the public sector provides services directly or 
reimburses households or individuals for those services. 

2.18 When social benefits are payable in kind, the household generally has no discretion over the use of 
the benefit. The benefits simply relieve the household from having to meet these expenses out of 
income from other sources. In some cases, the government provides the benefits directly. An 
example of this is where a government directly funds and runs a hospital to provide medical benefits. 
Alternatively, the government may pay cash to the household to reimburse them for expenditure 
incurred. An example would be where a household pays a private hospital for medical benefits, and 
the government reimburses the household for some or all of the expenditure. Under the SNA, 
reimbursements are classified as social transfers in kind, not cash transfers. 

2.19 The SNA only uses this classification for programs funded by the government. Employer related 
social insurance programs are treated as cash transfers even where the employer provides benefits 
directly. This is a consequence of how consumption is accounted for in the SNA. 

Summary of the SNA Classification of Social Benefits 

2.20 The classification of social benefits in the SNA is summarized in Figure 1 below. 
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Figure 1: The SNA Classification of Social Benefits 

2.21 This classification does not include collective goods and services as identified in the 2004 ITC. The 
SNA describes these collective goods and services as “public” goods whereas social benefits are 
described as “private” goods. Collective goods and services have the following characteristics: 

• They are delivered simultaneously to each member of the community or section of the 
community; 

• Individuals cannot be excluded from the benefits of collective goods and services; and 

• The provision of a collective service to one individual does not reduce the amount available to 
others. 

Social Benefits 

Government 
or Employer 
Program? 

Cash or in 
Kind? 

Contributory 
Program? 

Pension 
Program? 

Government Program 

Cash Transfer 

Contributory Program 

Social Security 
Non-Pension 

Social Security 
Pension 

Social 
Assistance 

Social 
Transfers in 

Kind 

Employment 
Related Social 

Insurance 

Em
pl

oy
er

 P
ro

gr
am

 

Tr
an

sf
er

 in
 K

in
d 

N
on

-C
on

tri
bu

to
ry

 
Pr

og
ra

m
 

Pe
ns

io
n 

Pr
og

ra
m

 

N
on

-P
en

si
on

 
Pr

og
ra

m
 

Agenda Item 9.2 
Page 6 of 28 



Draft Consultation Paper, Social Benefits  
IPSASB Meeting (June 2014) 

Scope of the Social Benefits Project 

Consistency with SNA 

2.22 The IPSASB considers it important to reduce differences with the statistical basis of reporting where 
appropriate. This led the IPSASB to publish the policy paper, Process for Considering GFS Reporting 
Guidelines during Development of IPSASs in February 2014.7 

2.23 The IPSASB reviewed the SNA classification of social benefits to determine whether this 
classification would assist in the development of an IPSAS. The IPSASB concluded that the 
classification and definitions used within the SNA would assist the development of an IPSAS. 
Consequently, the scope, classification and definitions proposed within this CP are intended to be 
consistent with the descriptions given in the SNA as far as possible. 

Exclusion of Collective Goods and Services  

2.24 As mentioned in paragraph 2.4, the IPSASB agreed that collective goods and services are outside 
the scope of this CP. This is consistent with the description of social benefits used within the SNA. 

2.25 This CP considers there are other reasons why collective goods and services should not be within 
the scope of this project. Collective goods and services are “public” goods. They cover most of the 
services provided by the public sector. Conversely, social benefits as defined by the SNA are “private” 
goods. 

2.26 In this context, goods are “private” where they are consumed by individuals or households. 
Acquisition of these goods by one individual or household precludes their acquisition by other 
individuals or households. Goods are “public” where they delivered simultaneously to every member 
of the community and there is no rivalry in their acquisition. 

2.27 Social benefits are a significant proportion of expenditure for many governments, but are of a different 
nature to collective goods and services. 

2.28 This CP considers that the issues to be considered in determining if and when to recognize an 
expense will be different for collective goods and services and social benefits. Social benefits have 
eligibility criteria against which they can be assessed. This is not the case for collective goods and 
services. The factors that need to be taken into account in determining whether a present obligation 
exists are likely to be different for social benefits and collective goods and services. 

2.29 Measurement of any resulting liability is also likely to be different for social benefits and collective 
goods and services. If a liability exists for a social benefit, it can be assessed by reference to an 
individual or household. The period over which the benefit will be paid is therefore time limited. 
Conversely, if a liability exists for collective goods and services, this cannot be assessed by reference 
to an individual or household. It is arguable that the benefit is not time limited in the same way as for 
a social benefit. 

2.30 The 2004 ITC regarded collective goods and services as an ongoing activity of government. No 
provision is recognized for costs that need to be incurred to continue an entity’s ongoing activities in 
the future. The 2004 ITC concluded that there is no present obligation prior to the delivery of collective 
goods and services. Input costs associated with exchange transactions that a government enters into 
to deliver those services are accounted for in accordance with generally accepted accounting practice 

7  http://www.ifac.org/sites/default/files/publications/files/IPSASB-GFS-Policy-Paper.pdf 
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for those costs. Respondents to the IPSASB’s previous consultations on this topic have either 
supported this view or expressed the view that present obligations for collective goods and services 
did not arise at all. 

2.31 Because of these differences, this CP considers it more appropriate to address the issues relating to 
collective goods and services in a separate project dealing with non-exchange expenses. 

One or Two Phases? 

2.32 Social benefits includes both cash transfers and social transfers in kind. Both are expected to raise 
similar issues regarding the recognition and measurement of liabilities and expenses. However, some 
practical issues will arise in respect of social transfers in kind that will not arise in respect of cash 
transfers: 

• Some individual goods and services are wholly or partially exchange transactions in some 
jurisdictions and distinguishing between the exchange and non-exchange elements could be 
complex; and 

• At the boundary, it might be difficult to distinguish between individual goods and services and 
collective goods and services. Examples include fire prevention (where goods such as smoke 
alarms may be provided to sections of the community) and policing (where officers assisting 
one individual are unavailable to assist others at that time). 

2.33 There is therefore merit in considering a two phase approach to this project. The two phases would 
consider cash transfers and social transfers in kind separately. The advantages of this approach are: 

• Cash transfers can be defined more clearly than social transfers in kind, as the boundary 
between individual goods and services and collective goods and services does not need to be 
considered. 

• Accounting for social transfers in kind will need to consider whether the accounting for the 
exchange and non-exchange elements of a transaction should be different; this is less likely to 
be an issue for cash transfers. 

• Social transfers in kind are more closely identified with specific services; where a present 
obligation exists, the measurement issues to be addressed may therefore be less complex. 

• Concentrating on one phase would simplify the project and allow an IPSAS to be issued earlier 
than an IPSAS that included all social benefits. 

2.34 The disadvantages of a two phase approach are: 

• IPSASs would not address all liabilities and expenses related to social benefits until the second 
phase of the project was completed. This would significantly lengthen the time of the project 
and therefore the time before the gap in the IPSASB’s literature is closed. 

• A single phase ensures consistency in the principles underlying the accounting for all social 
benefits; a two phase approach carries a greater risk in this respect. 

• Many issues will be common to both phases. Issuing an IPSAS that addresses all social 
benefits may take longer than issuing an IPSAS that only addresses one phase, but will take 
significantly less time than is required to issue two IPSASs. 

• Dealing with social benefits in two phases may lead to some duplication. 
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• There could be a reputational risk if an IPSAS did not address all social benefits. 

2.35 This CP tentatively concludes that the two phase approach to the project should be adopted. The 
advantages of delivering an IPSAS as soon as possible outweigh the disadvantages of this approach.  

2.36 This CP also tentatively concludes that the first phase should cover cash transfers as defined in 
paragraph 2.46. This excludes those situations where a government makes a cash payment to an 
individual or household in respect of a specific service. These payments, referred to as 
reimbursements, are classed as social transfers in kind, not cash transfers. 

2.37 This CP considers this distinction to be appropriate. Considering all cash payments in a single phase 
could result in situations where the accounting for a liability would be dependent on the type of 
resource transferred. 

2.38 For example, a government may provide medical benefits directly, or may reimburse individuals for 
the expenses they incur in obtaining those benefits. The direct provision of the benefits and the 
reimbursement of the expenses are both classed as social transfers in kind. If the first phase of the 
project were to include all cash payments, this would include the reimbursement but not the direct 
provision of the benefits. The resulting IPSAS would provide guidance on accounting for the 
reimbursement but not the direct provision of benefits. This could lead to the adoption of different 
accounting treatments. In other words, the accounting for a liability could be dependent on the type 
of resource transferred. The IPSASB has already agreed that this would be inconsistent with its 
Conceptual Framework. 

2.39 Cash transfers and social transfers in kind are both significant in many jurisdictions. However, the 
IPSASB considers cash transfers will cover a greater proportion of expenditure. It proposes that the 
first phase of the project should address cash transfers. 

Preliminary View 1 
The IPSASB should develop guidance on accounting for social benefits in two phases. The first 
phase should consider cash transfers, and the second phase should consider social transfers in 
kind. 

Employment Related Social Insurance and Financial Instruments 

2.40 Within the SNA, social benefits includes employment related social insurance programs. Such 
programs are provided by the employer, and provide benefits such as occupational pensions and 
medical benefits. Governments may provide employment related social insurance programs in their 
role as an employer. These programs are outside the scope of this project. Guidance on accounting 
for employment related social insurance programs can be found in IPSAS 25. In some jurisdictions, 
this distinction may be more difficult to establish, for example where combined programs provide both 
social security and occupational pensions. These programs are considered in Chapter 3. 

2.41 This project also excludes transactions such as student loans, which may be considered to be social 
benefits in some jurisdictions. These transactions are financial instruments. Guidance on accounting 
for these transactions is provided in IPSAS 29, Financial Instruments: Recognition and Measurement. 
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Summary of Scope of this Project 

2.42 Figure 2 below shows the scope of this project. It also shows the proposed classification of social 
benefits that will be used in this project. Figure 2 incorporates the proposal, discussed in paragraph 
2.55, of classifying social assistance programs as pension or non-pension programs. 
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Figure 2: The Scope of the Social Benefits Project  
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Definitions 

2.43 The 2004 ITC did not define the term “social benefits”. At that time, the term was considered to be 
sufficiently well understood in each jurisdiction so that no definition was required. The following 
definition of social benefits was included in the 2008 CP: 

“The IPSASB defines social benefits as; 

(a) Cash transfers; and 

(b) Collective and individual goods and services 

that are provided by an entity to individuals or households in non-exchange transactions to protect 
the entire population, or a particular segment of the population, against certain social risks.” 

2.44 This CP considers that revised definitions are now required to ensure that the scope of the project is 
clear. This follows the proposals to exclude collective goods and services from the scope of the 
project, and to adopt a two phase approach to developing accounting guidance for social benefits. 

2.45 As discussed above, these definitions are intended to be consistent with the descriptions given in the 
SNA as far as possible. The definition of social benefits therefore includes exchange transactions, 
unlike the definition in the 2008 CP. 

2.46 For the purposes of this CP, Social Benefits are defined as follows: 

“Benefits payable to individuals and households, in cash or in kind, to mitigate the effect 
of circumstances that may adversely affect the welfare of the individuals or households 
concerned. Social benefits do not include collective goods and services.” 

2.47 Collective Goods and Services are defined as follows: 

“Goods and services that are delivered simultaneously to every member of the 
community. The provision of a collective service to one individual does not reduce the 
amount available to others in the same community or section of the community.” 

2.48 Cash Transfers are defined as follows: 

“Social benefits paid in cash that allow individuals and households to use this cash 
indistinguishably from income from other sources. Cash transfers do not include 
reimbursements.” 

2.49 Social Transfers in Kind are defined as follows: 

“Goods and services provided to individuals and households by a public sector entity 
through non-exchange transactions. Social transfers in kind include reimbursements.” 

2.50 Reimbursements are defined as follows: 

“Cash payments made by a public sector entity to compensate an individual or household 
for all or part of the expense incurred or to be incurred by that individual or household in 
accessing specific services.” 

2.51 Social Security Programs are defined as follows: 

“Programs providing cash transfers, operated by or on behalf of a public sector entity, 
where the benefits received are conditional on participation in the program, usually by 
way of actual or imputed contributions made by or on behalf of the recipient.” 
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2.52 Social Assistance Programs are defined as follows: 

“Programs providing cash transfers, operated by or on behalf of a public sector entity, 
where the benefits received are not conditional on participation in the program by way of 
contributions.” 

2.53 Pension Benefits are defined as follows: 

“Cash transfers that, once the eligibility criteria have been satisfied, continue to be 
payable until the death of the recipient. Pension benefits include, where relevant, 
amounts payable to surviving family members and dependents that become payable 
only on the death of the recipient.” 

2.54 Non-Pension Benefits are defined as follows: 

“Cash transfers that are not pension benefits.” 

2.55 The SNA draws the distinction between pension benefits and non-pension benefits for social security 
programs only. This distinction may be useful when determining the measurement requirements for 
a program, irrespective of whether that program is a social security program or a social assistance 
program. Consequently, the definitions of pension benefits and non-pension benefits apply equally 
to social security and social assistance programs. 

2.56 As discussed in paragraph 2.12 above, the definition of pension benefits is wider than old age benefits 
and includes for example, ongoing payments to persons with permanent disabilities. The definition 
may exclude some old age benefits. For example, old age benefits might be subject to ongoing means 
testing such that the benefit might be withdrawn. These benefits would not meet the definition of 
pension benefits in this CP. 

2.57 This CP does not propose a definition of employment related social insurance programs. Such 
programs are outside the scope of the social benefits project. The CP considers that excluding 
employee benefits, as defined in IPSAS 258, from the scope of this project will achieve this objective. 

Preliminary View 2 
Social Benefits are benefits payable to individuals and households, in cash or in kind, to mitigate 
the effect of circumstances that may adversely affect the welfare of the individuals or households 
concerned. Social benefits do not include collective goods and services. 

The key definitions are as follows: 

(a) Cash Transfers are social benefits paid in cash that allow individuals and households to 
use this cash indistinguishably from income from other sources. Cash transfers do not 
include reimbursements. 

(b) Collective Goods and Services are goods and services that are delivered simultaneously 
to every member of the community. The provision of a collective service to one individual 
does not reduce the amount available to others in the same community or section of the 
community. 

8  IPSAS 25, paragraph 10 provides the following definition: Employee benefits are all forms of consideration given by an entity in 
exchange for service rendered by employees. 
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(c) Social Transfers in Kind are goods and services provided to individuals and households 
by a public sector entity through non-exchange transactions. Social transfers in kind 
include reimbursements. 

(d) Reimbursements are cash payments made by a public sector entity to compensate an 
individual or household for all or part of the expense incurred or to be incurred by that 
individual or household in accessing specific services. 

(e) Social Security Programs are programs providing cash transfers, operated by or on 
behalf of a public sector entity, where the benefits received are conditional on participation 
in the program, usually by way of actual or imputed contributions made by or on behalf of 
the recipient. 

(f) Social Assistance Programs are programs providing cash transfers, operated by or on 
behalf of a public sector entity, where the benefits received are not conditional on 
participation in the program by way of contributions. 

(g) Pension Benefits are cash transfers that, once the eligibility criteria have been satisfied, 
continue to be payable until the death of the recipient. Pension benefits include, where 
relevant, amounts payable to surviving family members and dependents that become 
payable only on the death of the recipient. 

(h) Non-Pension Benefits are cash transfers that are not pension benefits. 

 

Specific Matter for Comment 1 
In your view: 

(a) Is the scope of this CP appropriate? 

(b) Are the definitions in Preliminary View 2 appropriate? 
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4 Identification of Approaches 
4.1 The IPSASB has considered how different jurisdictions manage their social benefit programs 

(summarized in Chapter 3 of this CP). The IPSASB has also considered how the objectives of 
financial reporting and the qualitative characteristics set out in the Conceptual Framework apply to 
social benefits. 

4.2 The objectives of financial reporting are set out in paragraph 2.1 of the Conceptual Framework. 

“The objectives of financial reporting by public sector entities are to provide information about the 
entity that is useful to users of GPFRs for accountability purposes and for decision-making 
purposes (hereafter referred to as “useful for accountability and decision-making purposes”).” 

4.3 The qualitative characteristics that need to be taken into account are: 

• Relevance 

• Faithful Representation 

• Understandability 

• Timeliness 

• Comparability 

• Verifiability 

4.4 The constraints on the information included in general purpose financial reports are: 

• Materiality 

• Cost-benefit 

• Balance between the qualitative characteristics 

4.5 Appendix B to this CP summarizes the IPSASB’s considerations of these matters. 

4.6 Following these considerations, the IPSASB identified three broad approaches to accounting for 
social benefits. These approaches are developed in detail in later chapters of the CP. The 
approaches can be summarized as follows: 

• Option 1: The IPSAS 19 approach. This approach considers social benefit programs by 
reference to the definitions of a liability in IPSAS 19 and the Conceptual Framework. The IPSAS 
19 approach updates the theoretical model outlined in the 2004 ITC, which informed the 
IPSASB’s approach to social benefits until 2006. Under this approach, obligations to pay social 
benefits are seen as no different (in principle) than other obligations. Under this approach, the 
key debate is about when a present obligation arises. 

• Option 2: social contract perspective. This approach was briefly outlined in the 2008 
Consultation Paper where it was referred to as the executory contract accounting model. This 
approach acknowledges, as commitments, both: 

(a) Public sector obligations to provide goods, services and cash transfers to individuals or 
households; and 

(b) The rights of individuals or households to receive those benefits. 
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The approach also acknowledges that the ongoing duty of individuals or households to 
contribute taxes and other sources of finance effectively offsets such obligations. There is a 
social contract between the state and the citizens such that citizens agree to pay taxes to 
enable the state to provide social benefits. This is analogous to an executory contract, where 
an entity would not recognize a liability until the counterparty to a contract had performed their 
obligations. Under this approach, present obligations only arise once legal entitlements are 
established. Using the executory contract analogy, this can be viewed as the state recognizing 
present obligations as legal entitlements are established, while citizens’ performance is 
achieved through recognizing their obligations to contribute taxes and other sources of finance 
as taxable and other obligating events occur. 

• Option 3: social insurance perspective. This approach considers that at least some social 
benefit programs are similar in practice to insurance contracts. As such, it may be appropriate 
to use an insurance accounting model when accounting for these programs. The IPSASB is 
not aware of any governments currently using this approach in their financial statements. One 
government uses the approach in their management accounts for some social insurance 
programs. The social insurance approach is most suited to contributory programs, where future 
contributions are compared to future payments to recipients and the net present value of the 
program is shown in the statement of financial position. This approach recognizes a present 
obligation to pay benefits at the point that coverage begins. The approach also recognizes a 
right to future receipts resulting from the provision of that coverage. 

4.7 The IPSASB has not identified any other approaches to accounting for social benefits. 

Specific Matter for Comment 2 
Are you aware of any additional approaches to accounting for social benefits that the IPSASB 
should consider in developing an IPSAS? 
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5 Option 1: IPSAS 19 Approach – Recognition 

Staff Comment: References to the Conceptual Framework in the following chapters are based on 
the papers presented and decisions taken at the March 2014 meeting. These will be updated once 
the Framework has been approved. 

Introduction 

5.1 This option is based on the theoretical model outlined in the 2004 ITC, which informed the IPSASB’s 
approach to social benefits until 2006. It also formed the main option discussed in the 2008 CP. 

5.2 The 2004 ITC considered the definitions relating to liabilities, and in particular the definition of a 
constructive obligation, in IPSAS 19. The ITC sought to apply these definitions to social benefits. 
Since the publication of the ITC and the 2008 CP, the IPSASB has finalized its Conceptual 
Framework9. This includes updated definitions relating to liabilities. This chapter of the current CP 
uses these updated definitions to refine the model used in the 2004 ITC and 2008 CP. 

Definitions relating to Liabilities 

5.3 Chapter Five of the Conceptual Framework includes the following definitions: 

“3.1 A liability is a present obligation of an entity for an outflow of resources that results from a 
past event. 

A Present Obligation 

3.2 A present obligation is a legal or non-legally binding obligation which an entity has little or 
no realistic alternative to avoid.” 

5.4 There are two key factors to be considered in determining when a liability arises for a social benefit: 

• What is the past event (or events) that gives rise to a present obligation? 

• At what point does an entity have little or no realistic alternative to avoid settling the obligation? 

5.5 These two factors are brought together in the definition of an obligating event: 

“An obligating event is an event that creates a legal or constructive obligation that results in an 
entity having no realistic alternative to settling that obligation.”10, 11 

5.6 The IPSASB’s previous work on social benefits has shown that the difficulty in applying this approach 
has been the identification of an obligating event. The point at which an obligating event arises will 
determine the recognition of a liability. It will also affect the measurement of that liability, as the earlier 
in the process the obligating event the greater the liability is likely to be. Views on what constitutes 
an obligating event differ. This chapter of the CP will explore those different views. 

5.7 The IPSASB has provisionally decided to consider social benefits in two phases, starting with cash 
transfers. The main focus of this chapter, therefore, is on cash transfers. However social transfers in 

9  The Conceptual Framework for General Purpose Financial Reporting by Public Sector Entities, published October 2014 
10  IPSAS 19, paragraph 18. 
11  The terms “non-legally binding obligation” in the Conceptual Framework and “constructive obligation” in IPSAS 19 are 

synonymous. 
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kind are discussed where this helps clarify an issue. In many cases the issues that arise in identifying 
when an obligating event takes place will be the same for cash transfers and social transfers in kind. 

Factors to be Considered 

5.8 An obligating event can give rise to a legal obligation. It may also give rise to a non-legally binding 
obligation. 

5.9 Where there is a legal obligation, the obligating event is the event that gives rise to the legal 
obligation. When considering social benefits, this is the point at which an individual or household 
could take legal action to enforce their entitlement to a benefit. An obligating event that gives rise to 
a legal obligation can usually be clearly identified. 

5.10 For example, the only eligibility criterion for an old age pension may be that an individual has passed 
their 65th birthday. Until that time, individuals are unable to enforce their entitlement. Beyond that 
time, they can enforce payment for amounts due. The obligating event will be their 65th birthday12. 

5.11 Identifying the obligating event that may give rise to a non-legally binding obligation is often more 
difficult. In order for a non-legally binding obligation to give rise to a liability there must be: 

• An indication to others that the entity will accept certain responsibilities; 

• The creation of a valid expectation; and 

• No realistic alternative but to settle. 

These are discussed below. 

Indication to others that the entity will accept certain responsibilities 

5.12 The definition of a non-legally binding obligation requires that an entity indicate acceptance of certain 
responsibilities to others. What actions might provide such an indication? The Conceptual 
Framework13 gives the examples of past practice, published policies and sufficiently specific current 
statements. In the public sector environment, published policies and specific statements could refer 
to: 

• Policies incorporated in legislation; 

• Policies included in documents such as election manifestos; 

• Policies announced at the time a draft budget is released; 

• Inclusion of funding for policies in published budgets; or 

• The approval of budgets by legislative or governing bodies. 

5.13 The Conceptual Framework notes that announcements made in the early stages of implementing a 
policy are unlikely to give rise to non-legally binding obligations. This includes a number of the 
examples in the previous paragraph. This is because of the other factors that need to be considered. 

12  In some jurisdictions, the legal obligation may not arise until the point at which the first payment becomes due. This may be later 
than the individual’s 65th birthday. 

13  Chapter 5, paragraph 3.11 
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Creation of a valid expectation 

5.14 The definition of a non-legally binding obligation not only requires an entity to have engaged in various 
actions. It requires those actions to have created a valid expectation in the other parties that it will 
discharge the responsibilities accepted. 

5.15 For a valid expectation to be created, announcements that an entity will accept certain responsibilities 
need to be sufficiently precise and certain. Policies included in election manifestos are unlikely to 
create a valid expectation as they are rarely sufficiently precise and certain. Policies that are 
enshrined in legislation are more likely to create a valid expectation. 

5.16 A non-legally binding obligation does not exist solely because an individual has a valid expectation 
that the entity will accept certain responsibilities and has relied on that expectation. There must also 
be a past event that provides the entity with no realistic alternative but to settle the obligation. 

No realistic alternative but to settle 

5.17 To satisfy the definition of an obligating event, an entity must have no realistic alternative to settling 
the obligation. Interpreting this requirement in the context of non-legally binding obligations is difficult. 

5.18 A government’s ability to change legislation could mean that it has a realistic alternative to settling 
non-legally binding obligations. Governments frequently change the nature and amount of benefits. 
Governments rarely provide categorical assurances that current benefits will continue to be provided 
in future periods. In many jurisdictions governments are frequently in power for limited periods. As 
such, they are unable to give such assurances even if they want to. 

5.19 However, governments operate on the basis that they will meet their outstanding obligations. 
Financial statements should reflect this. In addition, governments frequently have difficulty in 
changing policies that “promise” benefits to individuals or households. This applies particularly where 
past practice has created the valid expectation that those benefits will be provided. In this context, 
the “no realistic alternative but to settle” criterion may not apply in the same way to the public sector 
as it does to the private sector. It may need to be interpreted having regard to the circumstances in 
each jurisdiction. 

5.20 The IPSASB supports the approach in paragraph 5.19. It considers that reporting current obligations 
in the financial statements is more likely to provide useful information to users of the financial 
statements and meet the objectives of financial reporting. The IPSASB has identified a number of 
factors that it considers should be taken into account in determining whether an entity has no realistic 
alternative but to settle. These factors are: 

(a) The extent to which households are dependent on a particular benefit. If households are heavily 
dependent on a benefit it is less likely that the entity will cancel or decrease the benefit. 

(b) The entity’s past practice in: 

• Removing or reducing particular benefits; 

• Changing the method of providing benefits; or 

• Changing eligibility criteria. 

The ability to remove or reduce benefits may differ depending on the type of benefit and the 
groups of recipients. 
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(c) The extent to which an entity has used transitional provisions to soften the impact of changes 
in benefit entitlements. For example, it may delay the implementation of the new criteria in 
order to protect the rights of existing beneficiaries. A similar delay may protect those who are 
close to meeting eligibility criteria. 

(d) The likely political impact of changing benefits. 

(e) The existence of a budget allocation for the item. Particularly in the case of multi-year 
appropriations, this will provide more evidence of the entity’s intention to make payments. The 
existence of a budget allocation does not of itself guarantee that there is a present obligation. 
However, the absence of a budget allocation for an item that is not yet due and payable may 
imply that the entity has options other than to settle the obligation. 

5.21 Whether an entity has no realistic alternative to settling an obligation needs to be considered for all 
non-legally binding obligations. If a non-legally binding obligation exists, but the entity has a realistic 
alternative to settling the obligation, a liability is not recognized. 

Summary of factors to be considered 

5.22 The three factors should not be considered in isolation. They act progressively. An entity must have 
given an indication to others that the entity will accept certain responsibilities. It must be this indication 
that gives rise to a valid expectation that the will entity discharge those responsibilities. It must be as 
a result of creating that valid expectation that the entity has no realistic alternative but to settle the 
obligation. 

5.23 Assessing these factors requires the exercise of professional judgment. This applies particularly to 
social benefits, where the circumstances can be complex. Consequently, there are a number of views 
as to when an obligating event occurs. The remainder of this chapter discusses these views. 

When does an Obligating Event arise? 

Background 

5.24 The 2004 ITC identified three views as to when an obligating event might give rise to a non-legally 
binding obligation: 

• When all eligibility criteria have been met; 

• When threshold eligibility criteria have been satisfied; and  

• When key participatory events have occurred. 

5.25 Some consider that an obligating event in respect of social benefits can only arise from a legal 
obligation. This view is also discussed in this chapter. 

5.26 Other issues considered in the 2004 ITC and the 2008 CP are: 

• Whether requirements to revalidate eligibility criteria should be treated as a recognition criterion 
or a measurement attribute; and  

• Whether a present obligation arises at an earlier stage for contributory benefits compared to 
non-contributory benefits. 
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(a) Legal obligation view 

5.27 Those who support the legal obligation view argue that public sector entities should only recognize 
legal obligations in respect of social benefits. According to this argument, until a legal obligation exists 
a government always has the ability to avoid settling an obligation, for example by modifying eligibility 
criteria or amending legislation. 

5.28 As a result, the entity does have a realistic alternative to settling the obligation. The fact that, in the 
absence of a legal obligation, the entity is able to avoid settling the obligation may also negate the 
creation of a valid expectation of benefits being paid in the future. Consequently, an obligating event 
only occurs when the obligation becomes a legal obligation. 

5.29 Under the legal obligation view, identifying the point at which a liability should be recognized is 
relatively straightforward. 

(b) An obligating event arises when all eligibility criteria have been met 

5.30 The 2004 ITC summarized this approach as follows: 

“In the absence of a legal obligation, a past event giving rise to a present obligation occurs when 
an individual satisfies all applicable eligibility criteria. 

In the case of ongoing benefits which are subject to regular satisfaction of eligibility criteria, the 
maximum amount of the present obligation is the benefit that the individual is entitled to from the 
current point in time until the next point in time at which eligibility criteria must be satisfied. 

Where validation of eligibility criteria is required only once, the present obligation is for all future 
benefits to be provided to that individual as a result of that validation.” 

5.31 The ITC refers to an individual. It notes, however, that an entity may have an obligation to an 
individual, a group of individuals or an entity. This CP takes the term individual to refer to individuals 
and households. 

5.32 This approach considers that all eligibility criteria must have been met for an obligating event to have 
occurred. An entity will have a realistic alternative to providing cash transfers until a recipient meets 
all the eligibility criteria. For example, it could amend the relevant legislation. 

5.33 Under this approach, a requirement that a recipient revalidate eligibility criteria at a future date affects 
the recognition of a liability as well as its measurement. An entity does not recognize a single liability 
for future benefits. Instead, a series of liabilities are recognized over time, when the eligibility criteria 
(including revalidation) for each individual liability have been met. Revalidation is discussed later in 
this chapter. 

5.34 A variation on this view that recognizes a narrower range of liabilities is commonly known as the “due 
and payable” approach. This approach has been adopted by a number of governments in their 
financial statements. The approach is discussed below. 
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(c) Variation on all eligibility criteria have been met: the “due and payable” approach14 

5.35 Under the “due and payable” approach, benefits relating to the period which were paid or due to be 
paid in the period are recognized as an expense. Unpaid amounts are recognized as a liability. 

5.36 This approach considers that an obligating event does not arise until a recipient has satisfied all of 
the eligibility criteria. This view also considers that eligibility criteria need to be satisfied on an ongoing 
basis. Meeting the criteria at a point in time only generates a liability until the next payment point. 
Eligibility criteria need to be met anew before a liability is recognized for future payments. 

5.37 The “due and payable” differs from the legal obligation view. A legal obligation to make a payment 
may exist, but this would not be recognized as a liability under the “due and payable” approach if the 
payment was not due until a future period. Conversely, a liability would be recognized if the payment 
was due and payable, even if it arose from a non-legally binding obligation. 

(d) An obligating event arises when threshold eligibility criteria have been satisfied 

5.38 The 2004 ITC summarized this approach as follows: 

“In the absence of a legal obligation, a past event giving rise to a present obligation occurs when 
an individual meets the eligibility criteria for the first time (the threshold criteria). The present 
obligation is for all benefits to be provided to the individual in future periods regardless of whether 
the individual is required to satisfy eligibility criteria again in future periods.” 

5.39 Under this approach, the likelihood of an individual continuing to meet the eligibility criteria is a factor 
that affects measurement. This includes an assessment of a recipient’s longevity. This is the 
difference between this approach and approach (b) above. Under that approach, revalidation affects 
the recognition of a liability. Under this approach, revalidation only affects the measurement of the 
liability. 

5.40 Measurement is discussed in Chapter 6. 

5.41 This approach views an obligating event as occurring when key threshold eligibility criteria are first 
met. Examples would be when an individual: 

• Reaches pensionable age; 

• Becomes unemployed; 

• First qualifies for tertiary education; or 

• Is first diagnosed with a complaint for which medical support is provided. 

14  “Due and payable” is not interchangeable with “pay as you go”, although many entities account for social benefits using both 
concepts. “Due and payable” describes those liabilities that are recognized in respect of a social benefit. “Pay as you go” 
describes the funding arrangements in respect of a social benefit, especially an old-age pension, regardless of whether liabilities 
are recognized using a due and payable approach or another basis. 
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(e) An obligating event arises when key participatory events have occurred 

5.42 The 2004 ITC summarized this approach as follows: 

“In the absence of a legal obligation, a past event, or series of past events, giving rise to a present 
obligation occurs prior to the point at which an individual meets threshold eligibility criteria (where 
threshold criteria are applicable). 

The present obligation arises when key participatory events have occurred that lead an individual 
to have a reasonable expectation of eventually satisfying eligibility criteria for a benefit and, as a 
result, the individual has relied on that expectation over a period of time leaving the government 
with no realistic alternative but to settle the obligation in the future. 

The present obligation is for all benefits to be provided to the individual in future periods regardless 
of whether the individual is required to satisfy eligibility criteria again in future periods.” 

5.43 In certain circumstances an entity communicates its intention to provide certain benefits in the future. 
It confirms this intention by providing those benefits to current eligible recipients. The provision of old 
age pensions by a government is a case in point for many jurisdictions. Potential recipients respond 
to the government’s communication of intent by making economic decisions such that they rely on 
the receipt of those future benefits. This in turn is likely to mean that the government has no realistic 
alternative but to provide those benefits. 

5.44 Another example is the provision of free education (i.e., without charge to the students). Individuals 
may have a valid expectation that they will receive free education services prior to the point of actually 
satisfying all the eligibility criteria. If the right to free education is set out in legislation and there is a 
past practice of providing free education, this valid expectation may arise when a child is born. 

5.45 Those that support this view note that governments sometimes accept that individuals have a valid 
expectation that they will receive future benefits before they are eligible to do so. They may 
compensate individuals where benefits are withdrawn or modified. They argue that in these cases, 
meeting the eligibility criteria is not the critical event that gives rise to a present obligation. A liability 
should be recognized at an earlier point. Those that support this view argue that this is required to 
meet the objectives of financial reporting. 

5.46 The approach may be more difficult to apply than others. What constitutes an obligating event, and 
the point at which it occurs, is less clear than under other approaches. It may be possible to assert 
that individuals have relied on the expectation of receiving future benefits. There may be evidence 
that such reliance has occurred. However, it is difficult to identify the point at which the government 
has no realistic alternative but to provide those benefits. In some cases, there may have been a 
series of points at which expectations arose, leading to an increasing expectation over time. This 
may be the case with contributory programs, with each contribution made increasing the expectation 
that benefits will be paid in the future. 
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Specific Matter for Comment 3 

In your view, does an obligating event arise under the IPSAS 19 approach when: 

(a) A legal liability exists; 

(b) All eligibility criteria have been met; 

(c) Amounts become due and payable; 

(d) Threshold eligibility criteria have been satisfied; 

(e) Key participatory events have occurred; or 

(f) At some other point. 

If you consider that an obligating event can arise at different points depending on the nature of the 
social benefit or the legal framework under which the benefit arises, please provide details. 

Please explain your reasons for this view. 

How should revalidation requirements be taken into account? 

5.47 Different views of when an obligating event occurs have been described above. These views treat 
revalidation requirements in one of two ways, as discussed below. 

5.48 Many programs delivering social benefits require recipients who have satisfied threshold eligibility 
criteria to revalidate their eligibility at a future date in order to maintain their entitlement to benefits. 
Requirements for revalidation are normally laid down in the legislation or regulations governing the 
program. Some approaches consider that revalidation is taken into account when considering the 
recognition of a liability, as well as when measuring that liability. Other approaches consider that 
revalidation is only taken into account when considering the measurement of a liability. This 
distinction influences the extent of the present obligation and, if recognition criteria are met, the 
measurement of the resultant liability. 

5.49 Revalidation affects recognition under the approaches that consider an obligating event occurs when: 

(a) A legal liability exists; 

(b) All eligibility criteria have been met; or 

(c) Amounts become due and payable. 

5.50 It follows that, for these approaches, the extent of a present obligation cannot exceed the maximum 
amount that an individual is entitled to receive from one revalidation point to the next. An entity can 
avoid further payments beyond the next revalidation date. Liabilities may be lower than this maximum. 
This could occur where an individual’s eligibility ceases prior to the next revalidation point, for 
example when an individual claiming unemployment benefit starts a new job. 

5.51 Some argue that “continuing existence” of a beneficiary is an implicit eligibility criterion for all cash 
transfer programs as an entity will not have to make further payments beyond the reporting date if an 
individual were to die. For some programs, this may be an explicit criterion. 

5.52 Revalidation only affects measurement under the approaches that consider an obligating event 
occurs when: 

(a) Threshold eligibility criteria have been satisfied; or 

(b) Key participatory events have occurred. 
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5.53 Those who support these approaches consider that treating revalidation as a factor that affects 
recognition criterion may not meet the qualitative characteristic of comparability. They consider this 
approach can distort the recognition of liabilities, depending on the timing and frequency of eligibility 
revalidation requirements. Thus, two programs with identical benefits and nearly identical eligibility 
requirements can have different liabilities, because of different revalidation dates. They consider this 
approach may also fail to meet the qualitative characteristic of faithful representation. This is because 
it does not represent the claims on the resources of the entity. 

5.54 Entities could also seek to manipulate eligibility criteria to enable them to recognize fewer liabilities. 
An entity could reduce a liability by introducing a revalidation requirement where one does not 
currently exist, or by reducing the time between the end of the reporting period and the date at which 
revalidation is next required. 

5.55 Non-pension benefits, as defined in this CP, introduce a further complication. For some non-pension 
benefits, eligibility will be re-asserted at intervals after a period of ineligibility. Should measurement 
include all periods of eligibility or just the period until the beneficiary becomes ineligible? This decision 
affects the recognition and measurement of a liability under both the threshold eligibility criteria and 
participatory event views. An example of this scenario is unemployment benefits, where individuals 
may have alternating periods of employment and unemployment. 

Are there different obligating events for contributory and non-contributory schemes? 

5.56 Some argue that whether a program is contributory affects the point at which an obligating event 
occurs. According to this view, contributory programs should be considered separately from non-
contributory programs. This view argues that the payment of a specified number, or amount, of 
contributions creates a valid expectation that an individual or household will receive benefits based 
on those contributions. These expectations may be strengthened by communications regarding 
personal details of estimated future benefits. Such expectations are stronger than for non-contributory 
programs that are primarily funded from general taxation. It is also argued that it is unrealistic for the 
government to avoid paying such benefits. This is the case even if payments will only be made many 
years in the future. 

5.57 A valid expectation that benefits will be paid may also be stronger where recipients know that 
contributions are paid into a specific fund. 

5.58 Some argue that contributory programs give rise to quasi-exchange transactions. In this view, 
obligations under such programs should be recognized and measured in a similar manner to post-
employment benefit obligations under IPSAS 25. 

5.59 Some do not consider that whether a program is contributory affects the point at which an obligating 
event occurs. They challenge the view that there is an earlier point at which a government has no 
viable alternative but to pay benefits. They emphasize that governments have the ability to amend or 
repeal legislation, an attribute that distinguishes them from private sector entities. They may 
acknowledge that individuals receive personal information on the benefits that they are likely to 
receive, but note that such communications are often accompanied by caveats or other qualifications, 
for example, that the payment of projected benefits depends on the future viability of the fund from 
which those benefits are paid. In some jurisdictions, contributions may in substance be a form of 
taxation. Therefore they argue that the validity of those expectations is doubtful. 
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5.60 Contributory programs vary widely in nature and often depend partially on general taxation for their 
funding. Some therefore challenge whether citizens’ expectations of receiving benefits in the future 
for contributory programs are more valid than for non-contributory programs. 

5.61 Fiscal projections suggest that existing benefit levels are unsustainable, and that the government will 
have little choice but to take action such as raising participants’ contributions, reducing benefit levels 
or deferring the age at which benefits are first received. This again challenges the view that individuals 
will have a valid expectation of benefits being paid in the future. 

Specific Matter for Comment 4 
In your view, can an obligating event occur earlier for contributory programs than non-contributory 
programs under the IPSAS 19 approach? 

Please explain your reasons for this view. 

Social benefits arising from exchange transactions 

5.62 IPSAS 19 excludes from its scope social benefits arising from non-exchange transactions. Social 
benefits arising from exchange transactions are within the scope of IPSAS 19 unless they are covered 
by more specific requirements in other standards, for example IPSAS 25. 

5.63 Within the SNA, social benefits include exchange transactions. The main example is employment 
related social insurance. The definition of social benefits in this CP also includes social benefits 
arising from exchange transactions, although employee benefits are excluded from the scope of this 
project. 

5.64 This raises the question as to whether there are other social benefits arising from exchange 
transactions. For example, some social benefits are contributory in nature. Compulsory accident 
insurance may be provided by a government and may involve contributions. Education and medical 
services may also be provided on a contributory basis. Often these services will be subsidized by 
government, and will therefore be non-exchange transactions. Where no government subsidy is 
involved, should these services be considered exchange transactions? Does the answer to this 
question vary depending on whether some individual participants are subsidizing others? If these 
services are being provided on an exchange basis, is there any reason to account for them in a 
different manner than other exchange transactions? Respondents are asked for their views on these 
matters. 

Specific Matter for Comment 5 
In your view, is a social benefit provided on a contributory basis without government subsidy an 
exchange transaction where: 

(c) Some participants are subsidizing other participants; and  

(d) There is no cross-subsidization between participants? 

If you consider that some of all of these transactions are exchange transactions, should they be 
accounted for in accordance with the requirements for other exchange transactions? 

Please explain your reasons for this view. 
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6 Option 1: IPSAS 19 Approach – Measurement of the Liability 
6.1 So far the discussion of Option 1 has considered when a liability arises under the IPSAS 19 approach. 

It has also considered whether that liability covers future payments of benefits, and if so, how many. 
This chapter considers how the liability should be measured. 

6.2 Chapter Six of the Conceptual Framework discusses a number of measurement bases for liabilities. 
This CP proposes a preliminary view that, under the IPSAS 19 approach, the most appropriate basis 
for measuring liabilities in respect of social benefits is the Cost of fulfillment. This is because: 

• Many social benefits liabilities will arise from non-exchange transactions. There may be no 
consideration on which a Historical cost value could be based. Historical cost can also be 
difficult to apply to liabilities that may vary in amount, which may be the case with some social 
benefits. 

• It is extremely unlikely that there will be a Market value for social benefits. 

• In the context of social benefits, the Cost of release is the amount that “a third party would 
charge to accept the transfer of the liability.” For social benefits, a transfer of the liability will 
rarely be practically possible. 

• Assumption price “is the amount which the entity would rationally be willing to accept in 
exchange for assuming an existing liability.” This is not relevant to social benefits. The liability 
arises as a result of the public sector entity’s own actions. 

6.3 The Cost of fulfillment is defined in the Conceptual Framework: 

“Cost of fulfillment is the current value of fulfilling the obligations represented by the liability. Where 
the obligation is financial, fulfillment will be making the required payments; where the obligation is 
to provide goods or services, fulfillment consists of providing those goods or services.”15 

6.4 The measurement of the liability will require an estimate of payments to be made in future periods. 
The fact that payments may be made many years into the future affects the measurement of the 
liability. This is because there will be a degree of uncertainty regarding the future payments. The 
expected payments will also need to be discounted to reflect their current value. The Conceptual 
Framework notes the following: 

“Where the cost of fulfillment depends on uncertain future events, all possible outcomes are 
reflected in the estimated cost of fulfillment, which should aim to reflect all those possible 
outcomes in an unbiased manner.”16 

“Where fulfillment will not take place for an extended period, the flows need to be discounted to 
reflect the value of the liability at the reporting date.”17 

6.5 Guidance as to how these factors could be taken into account can be found in existing IPSASs. 
IPSAS 19 notes that if the provision being measured involves a large population of items, the 

15  Chapter 6, paragraph 4.18 
16  Chapter 6, paragraph 4.20 
17  Chapter 6, paragraph 4.24 
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estimated value is used.18 Estimated value is a probability-weighted approach that considers all 
possible outcomes. This CP considers that the Cost of fulfillment of a social benefit liability should 
reflect the estimated value. 

6.6 IPSAS 19 also notes that the evidence considered when assessing a provision may include reports 
from independent experts.19 IPSAS 25, Employee Benefits provides an example. In IPSAS 25, the 
measurement requirements for a defined benefit post-employment benefit plan are based on actuarial 
reviews. There are similarities between some social benefits and post-employment benefits. Actuarial 
reviews may provide an appropriate basis for measuring some or all social benefit liabilities. 

6.7 IPSAS 19 and IPSAS 25 provide guidance on the discount rates that could be applied. 

6.8 IPSAS 25 also considers the value of plan assets for funded post-employment benefit plans. Many 
social benefit programs are unfunded. However, in some cases a separate fund exists or there are 
earmarked assets. In such circumstances it may be appropriate to consider the program assets as 
well as liabilities. 

6.9 Post-employment benefits are often related to service. The greater the period of service, the greater 
the future benefits. ISPAS 25 provides guidance on measuring these benefits. Some social benefits 
have similar characteristics. For example, an old age pension program awards a full pension after 
contributions have been made for 40 years. A deduction of 2.5 per cent of the pension is made for 
each year contributions are not made. The measurement approach in IPSAS 25 may be an 
appropriate method of measuring the liability for programs that reflect service or contributions. 

Preliminary View 3 
Liabilities in respect of social benefits should be measured using the Cost of Fulfillment. The Cost 
of Fulfillment should reflect the estimated value. 

 

18  See IPSAS 19, paragraph 47 
19  See IPSAS 19, paragraph 46 
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