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20 June, 2006 
 
 

Philippe Adhémar,  

Chairman  

International Public Sector Accounting Standards Board 

IFAC - 545, Fifth Avenue - 14th  Floor 

New York, NY 10017 
 
E-mail: publicsectorpubs@ifac.org 
 
 
Re: Exposure Draft 29: Revenue from Non-Exchange Transactions (Including Taxes and Transfers) 
 
 
Dear Mr. Adhémar, 
 
The Italian accountancy profession, represented by the Consiglio Nazionale dei Dottori Commercialisti 
(CNDC) and the Consiglio Nazionale dei Ragionieri (CNRPC) (hereafter “we”), supported by an ad hoc 
Consultative Group, is pleased to submit its comments on the proposed amendments to the Exposure 
Draft 29 “Revenue from Non-Exchange Transactions (Including Taxes and Transfers)”. 
 
The National Councils support the initiative undertaken by IPSASB and congratulate for the growing 
effort to intervene on specific themes in public sector with originality and consistency with the 
regulations currently in use and with those adopted by IASB for private companies.  
 
We largely share the proposals outlined in this document. However, as you may see from the following 
answers, we considered some aspects of the matter that may be susceptible of improvement. 
 
By attaching our comments to the Exposure Draft, we hope to provide a fruitful contribution to the 
development of the Project. 
 
 
Yours sincerely, 
 
Mr. Mario Damiani 
President of CNDC 
 
 
Mr. William Santorelli 
President of CNRPC 
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(a) Exclude entity combinations that are non-exchange transactions from the scope of the Standard 
(see paragraph 2). 
 
We share, in principle, the view that entity combinations that are non-exchange transactions should be 
excluded from the scope of the Standard. 
To this end, however, it is necessary to define precisely when an entity combination may be considered a 
non-exchange transaction. 
Actually the core Standard does not provide a punctual definition. BFCs maintain that this issue has not 
been analyzed yet because IPSASB has not yet considered the subject of entity combination (BC7). 
We believe therefore that, until the matter is settled, this exclusion should be maintained; after IFRS 3 
has been redrafted, the matter may be reconsidered.  
 
(b) Include within the scope of the IPSAS compulsory contributions to social security schemes (e.g. 
health and disability insurance, aged pensions) which are in the nature of non-exchange transactions. 
In particular: 
 (i) Do you think that these compulsory contributions to social security schemes should be 
explicitly excluded from the scope? 
 (ii) Do you think that the ED gives enough guidance in respect of such compulsory 
contributions? If not, do you think the IPSAS should explicitly address these compulsory 
contributions and provide specific guidance to assist entities determine to what extent such 
contributions should be considered as exchange transactions? (See paragraph BC27) 

 
We deem correct to include compulsory contributions to social security schemes within the scope of this 
Standard, as we agree that they should be considered non-exchange transactions. 
We deem the proposed definition satisfactory. As stated in BC27, it is not possible to include more 
explicit guidance in the proposed standard, due to the specific arrangements adopted in all national 
jurisdictions.  
 
 
(c) Define terms as set out in paragraph 8. These definitions have been developed by the IPSASB for 
this IPSAS. Please identify any amendments to the definitions that you consider necessary. 
 
The proposed definitions are appropriate. We believe however that the definition of «Non-exchange 
transaction» should be amended as follows: «In a non-exchange transaction, an entity either receives 
value from another entity without directly giving a reciprocal and approximately equal value in 
exchange, or gives value to another entity without directly receiving a reciprocal and approximately 
equal value in exchange.». 
Such definition would include reciprocal transactions performed not only directly but also indirectly, as 
the exchange process may follow particular paths, especially between public entities.  
 
(d) Distinguish exchange and non-exchange components of non-exchange transactions. Paragraphs 
11 and 12 note that these transactions may comprise two components, one of which is an exchange 
transaction, each component of which is recognized separately. 
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We agree in principle with the choice to adopt a sort of component approach for transactions. In order to 
avoid the risk of having too complex and discrete valuations, it may nevertheless be preferable to adopt a 
«prevalence criteria», especially when it is too expensive to identify the separate components. In such 
cases  the public entity should disclose the reason of the choice performed. 
In any case the exemplification provided in general terms in par.12 should be widened.  
 
 
(e) Include guidance to clarify that restrictions do not give rise to the recognition of a liability on 
initial recognition of the transferred asset (paragraph 20). Do you agree that restrictions do not give 
rise to liabilities on initial recognition of the transferred asset? 
 
We believe that Example 11 describes appropriately the matter and does not require any further detail. 
We agree with the approach adopted, i.e. to exclude liabilities on initial recognition. 
 
(f) Require recognition of assets when resources are transferred or when the reporting entity has an 
enforceable claim to resources that are to be transferred (see paragraphs 33 – 34 and paragraph 80). 
The ED notes that before a claim to a resource is enforceable, the resource does not meet the 
definition of “control of an asset” because the recipient reporting entity cannot exclude or regulate the 
access of the transferor to the resource. 
 
We totally agree with this approach. In such cases the conditions set out in par.31 are not satisfied.  
 
(g) Measure assets acquired in a non-exchange transaction at their fair value on initial recognition 
and amend IPSAS 12, “Inventories”, IPSAS 16, “Investment Property” and IPSAS 17, “Property, Plant 
and Equipment” to be consistent with this requirement (see paragraphs 38 – 39 and the Appendix). 
IPSAS 12 currently requires inventory to be initially recognized at cost, and IPSASs 16 and 17 currently 
require that where assets are acquired for no cost or a nominal cost, their cost is their fair value as at 
the date of acquisition. 
 
We totally agree with this approach. 
 
(h) Require that a liability be recognized in respect of an asset transferred subject to conditions upon 
initial recognition of the transferred asset (paragraph 50). When the condition has been satisfied the 
liability is reduced, or derecognized, and revenue recognized. Alternatively, do you consider that the 
IPSAS should only require the recognition of a liability when it is more likely than not that the 
condition will not be satisfied (see paragraph BC11)? In addition, are you of the view that the 
requirements relating to the recognition of a liability in respect of a condition applies equally to 
depreciable and non-depreciable assets? 
 
We agree with the choice to recognize a liability in respect of an asset transferred subject to conditions.  
The other option, though compliant with IAS 37, is too restrictive. Furthermore, the IAS 37 itself is 
undergoing revision on this aspect.   
We agree that recognition of a liability in respect of a condition applies equally to depreciable and non-
depreciable assets. 
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(i) Require liabilities related to inflows of resources to be measured according to the requirements of 
IPSAS 19, “Provisions, Contingent Liabilities and Contingent Assets” (paragraph 52). 
 
We agree. 
 
(j) Require a non-exchange transaction that gives rise to the recognition of an asset to also give rise to 
the recognition of revenue to the extent that a liability is not recognized (paragraph 54). Are there any 
non-exchange transactions in which it would be appropriate to initially recognize the gross inflow of 
economic benefits or service potential represented by the asset as revenue even if a liability is also 
recognized, with the simultaneous recognition of an expense for the liability? 
 
We believe it is preferable to recognize separately the costs and revenues generated by a liability.  
 
(k) Require a reporting entity to recognize liabilities in respect of advance receipts related to taxes 
(see paragraph 67) and advance receipts related to transfers (see paragraph 105). 
 
We agree with the proposed approach. 
 
(l) Not permit the netting of expenses paid through the tax system (see paragraphs 72 – 76) against 
taxation revenue. Instead such expenses must be recognized separately on a gross basis. The ED 
distinguishes between expenses paid through the tax system and tax expenditures, and notes that tax 
expenditures are foregone revenue, not expenses. 
 
We totally agree, as these two transactions differ substantially.  
 
(m) Permit recognition of services in-kind that satisfy the recognition requirements (see paragraphs 
99 – 103) and require disclosure of the nature and type of services in-kind received, whether 
recognized or not (paragraph 107 - 108). 
 
We believe that the choice should be mandatory in so far as assets satisfy conditions set out in par.31-39. 
The recognition criteria are set out in par. 38-39. 
  
(n) Provide entities a five year period in which to conform their accounting policies in respect of 
taxation revenue to the requirements of this Standard. (See paragraphs 115 – 122). Do you believe that 
transitional provisions should be provided in respect of other non-exchange transactions? 
 
We believe that the five year period is too long and should be reduced to not more than three years.  
 
 
 
 
 
 
 
  
 


