
 

EFRAG FR TEG - EFRAG CFSS meeting 
19 March 2026  

Paper 14-01 
EFRAG Secretariat – Isabel Batista-Pirhonen 

Vasilis Dionelis, Mery de Falco, Didrik 
Thrane Nielsen (Project Director) 

 

EFRAG FR TEG – EFRAG CFSS meeting 19 March 2026  Paper 14-01, Page 1 of 17 
 

This paper has been prepared by the EFRAG Secretariat for discussion at a public meeting of EFRAG FR TEG/CFSS. The 

paper forms part of an early stage of the development of a potential EFRAG position. Consequently, the paper does 

not represent the official views of EFRAG or any individual member of the EFRAG FRB or EFRAG FR TEG-CFSS. The paper 

is made available to enable the public to follow the discussions in the meeting. Tentative decisions are made in public 

and reported in the EFRAG Update. EFRAG positions, as approved by the EFRAG FRB, are published as comment letters, 

discussion or position papers, or in any other form considered appropriate in the circumstances. 

Levies — application requirements  

Issues Paper 

Objective 

1 The objective of this session is to obtain EFRAG FR TEG – EFRAG CFSS members’ views on 

the possible application requirements for levies under IAS 37 Provisions, Contingent 

Liabilities and Contingent Assets in preparation for the ASAF meeting in March 2026.  

2 Specifically, we will seek your views on the following: 

(a) Topic 1 - Principle and supporting presumption for application requirements for 

levies  

(b) Topic 2 – Whether the presumption should be rebutted and if so when.  

3 The IASB initially discussed the initial application requirements for levies at its meeting in 

October 2025. These same ideas were discussed with ASAF members at the December 2025 

meeting. Details on the IASB October and ASAF December 2025 discussion are provided in 

the Appendix of this paper. In February 2026, the IASB tentatively decided to add to IAS 37 

application requirements for levies.  

4 At the ASAF meeting in March 2026, the IASB staff will seek views from ASAF members on 

the application requirements for levies focusing on whether the presumption should be 

rebutted.  

Papers for this session  

5 In addition to this summary paper, the following papers (ASAF agenda papers) are provided 

as background material:  

(a) Agenda paper 14-02 – AP7 – provisions – levies - Background paper  

(b) Agenda paper 14-03 – AP7A – provisions – levies application requirements 

Background paper  
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(c) Agenda paper 14-04 – AP7B – provisions – rebuttable – non rebuttable presumption 

- Background paper.  

Background information on the project  

6 The IASB published Exposure Draft Provisions—Targeted Improvements (the ED) in 

November 2024, with a comment deadline of 12 March 2025. 

7 On 1 April 2025, EFRAG submitted its Final Comment Letter on the IASB/ED/2024/8.  

8 Appendix 1 to this paper contains additional background information:  

(a) Existing IFRS accounting requirements for levies 

(b) The ED proposals on the recognition of levies 

(c) Feedback in the ED proposals  

(d) Subsequent IASB discussions of initial IASB staff views.  

Provision recognition criteria under IAS 37  

9 The criteria in IAS 37 for recognising a provision comprises three conditions - ‘obligation’, 

‘transfer’ and ‘past-event’ conditions. This paper focuses on the past-event condition and 

specifically on requirements for applying that condition to levies.  

10 This paper has been prepared based on the ASAF background papers referred to in 

paragraph 5.  

Topic 1 - Principle and supporting presumption for application requirements for levies  

11 At its February 2026 meeting, the IASB tentatively decided to supplement the ‘past-event’ 

condition proposed in the ED with application requirements for levies. Those application 

requirements would add to IAS 37 application requirements for levies that would: 

(a) specify a principle - that the economic benefit or action that meets the past-event 

condition for recognising a levy is ‘the economic benefit or activity the government 

is seeking to levy’; and 

(b) support this principle with a constraining presumption - that ‘the economic benefit 

or activity the government is seeking to levy will be one of those required by the levy 

legislation for the levy to be payable’. 

12 The IASB tentative decisions were based in the IASB staff recommendations which built 

on ideas provided by IASB and ASAF members in October and December 2025 

respectively.  

https://www.ifrs.org/projects/work-plan/provisions/ed-cl-provisions-targeted-improvements/
https://www.efrag.org/system/files/sites/webpublishing/Project%20Documents/340/EFRAG%20comment%20letter%20on%20IASB%20ED-2024-8.pdf
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13 The IASB also discussed whether the constraining presumption should be rebuttable in 

some circumstances. The IASB will be asked to make a decision on this question at a future 

meeting. The rebuttable presumption is discussed below in paragraphs 26 - 59.  

General recognition requirement  

14 Building on ideas provided by IASB and ASAF members, the IASB staff proposed the 

following recognition principle for levies:  

(a) apply the general past-event condition proposed in paragraph 14N of the ED. 

Paragraph 14N of the ED proposes that the past-event condition is met when an 

entity: 

(i) has obtained specific economic benefits or taken a specific action; and 

(ii) as a consequence, will or may have to transfer an economic resource it would 

not otherwise have had to transfer. 

(b) Develop a principle and supplement with principle with a constraining presumption 

as tentatively agreed by the IASB at its meeting in February 2026 and explained in 

paragraph 11.   

15 Entities subject to the levy would assess the terms of the legislation and the circumstances 

of its enactment to reach a conclusion.  

IASB staff rationale when developing and recommending the levy recognition principle  

16 The IASB staff provided the following arguments to support the recognition principle for 

levies under IAS 37:  

(a) A more effective approach - adding application requirements for levies to IAS 37 

could be achieved more quickly and simply and create less disruption for preparers 

and users of financial statements. Therefore, in responding to the feedback from 

IASB and ASAF members, the IASB staff have focused on developing new ideas for 

application requirements for levies that could be included in an amended IAS 37. 

(b) Principle-based approach - because the principle and presumption can be expressed 

simply and would need little further application guidance, they could be only slightly 

more complex to explain and apply than the requirements in IFRIC 21 Levies. This 

slight additional complexity would be justified by the better outcomes in many cases. 

(c) Useful information - investors receive the most useful information about the effects 

of a levy if an entity recognises these effects when it conducts the activity the 

government is seeking to levy. 
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(d) Activity on which the levy is payable - the activity the government is seeking to levy 

is very likely to be one of the activities required for the levy to be payable. Adding 

this presumption would reduce the subjectivity of the assessment, thereby making 

application easier and promoting consistent application.   

(e) Specific guidance on identifying which activities are subject to a levy - further 

application guidance could be difficult to develop (because the terms of levies vary 

so much) and is probably unnecessary (because it is usually clear which of the 

activities required for a levy to be payable is the one the government is seeking to 

levy). 

Applying the recognition principle  

17 A preparer of financial statements would start by assessing the terms of the levy 

legislation to identify the (one or more) economic benefits or activities required for the 

levy to be payable. Examples of benefits or activities required for a levy to be payable: 

(a) generating revenue or profits in a specific period; 

(b) conducting business activities in a specific period;  

(c) operating in a market on a specific date; or 

(d) owning a specific asset or liability on a specific date. 

18 The preparer would then decide which of these identified economic benefits or activities is 

the one the government is seeking to levy. The past-event condition would be met when 

the entity obtains that benefit or conducts that activity.  

Levies recognised over time  

19 If the economic benefit is obtained or the activity is conducted over time, the past event 

condition would be met, and the resulting present obligation would accumulate, over that 

time in accordance with paragraph 14O of the ED.  

Paragraph 14O states that if the economic benefits are obtained, or the action is taken, 

over time, the past-event condition is met, and the resulting present obligation 

accumulates, over that time.  

20 If the levy is payable only on activity that exceeds a specified threshold in a period, the 

past-event condition would be met, and the present obligation would accumulate, as the 

entity conducts activity that contributes to the total on which the levy will be assessed at 

the end of the period in accordance with paragraph 14P of the ED.  
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Paragraph 14Q specifies requirements for situations in which an entity has an obligation to 

transfer an economic resource only if it takes both (or all) of two (or more) separate actions. 

Paragraph 14Q specifies that the past-event condition is met when the entity has taken the 

first action (or any of the actions) and has no practical ability to avoid taking the second 

action (or all the remaining actions).  

 Implications for practice  

21 The implications for practice would depend on the terms of the levy: 

(a) if the activity the government is seeking to levy occurs before the activity that 

triggers the payment of the levy, a liability would be recognised before it is 

recognised at present applying IFRIC 21; whereas  

(b) if the activity the government is seeking to levy also triggers the payment of the levy, 

a liability would be recognised at the same time as it is recognised at present applying 

IFRIC 21. 

22 The economic benefits or activities required for a levy to be payable are a matter of fact - 

identified by assessing the terms of the legislation. They are independent of the entity’s 

circumstances. Accordingly, the IASB staff would expect all entities subject to a specific levy 

to identify the same economic benefits or activities. 

Feedback from FIWG on 9 March 2026 meeting  

23 EFRAG FIWG members generally supported the recognition principle and supporting 

presumption for levies. However, members questioned whether it would work for all bank 

levies and asked whether the concerns around ’too early recognition’ would be addressed. 

One FIWG member agreed to send the EFRAG Secretariat some examples.  

EFRAG Secretariat analysis  

24 The EFRAG Secretariat generally supports the IASB tentative decision and the IASB staff 

reasoning discussed in this paper supporting this decision.  We particularly agree with the 

focus on determining when the past event is met - the past-event condition would be met 

when the entity obtains that benefit or conducts that activity/action that gives rise to a levy 

being payable under the applicable legislation.  

25 However, given the diverse intentions and objectives of levies applicable in practice, we 

agree that further outreach would be useful to assess whether the principle and the 

constraining presumption in paragraph 11 will work for all levies, particularly when the  

observable benefits or activities/ actions and the intentions of the legislation are less 

obvious.  
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Topic 2 - Rebuttable or no rebuttable presumption?  

26 This section discussion whether the presumption on the recognition principle for a levy 

should be rebuttable in some circumstances.  

Why add a presumption  

27 The presumption is that the economic benefit or activity the government is seeking to 

levy will be one of those required by the levy legislation for the levy to be payable. 

28 In some (possibly quite rare) cases, the terms of levy legislation do not align precisely with 

the activity the government is seeking to levy.  

(a) none of the economic benefits or activities required for the levy to be payable is the 

same as the one the government is seeking to levy (for practical reasons, for 

example).  

(b) the activity the government is seeking to levy is difficult to measure directly and the 

government can achieve its policy objectives more simply, or collect the levy more 

quickly, by levying a proxy economic benefit or activity. 

 

Illustrative example  

29 A government imposes an annual levy on large banks, with a stated policy objective of 

compensating society for the risks these banks pose to society. Banks pose this risk 

continuously throughout a levy year.  

30 However, because the banking system is very stable (large banks rarely enter or leave 

the market or significantly change the scale of their operations within a levy year), the 

government can achieve its policy objective (charge the right banks the right amount), 

while minimising administrative complexity and collecting the levy sooner, by charging 

the levy only on entities operating as large banks on the first day of the levy year. 

Analysis 

31 The activity the government is seeking to levy (the risk a bank poses to society 

throughout a levy year) occurs at a different time from the activity required by the 

legislation for the levy to be payable (operating as a large bank on the first day of the 

levy year). 

32 A bank could recognise a liability and expense for a levy in accordance with the 

recommended principle only by rebutting the presumption and recognising the provision 

according to the recognition principle. 
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33 In the above example: 

(a) The activity the government is seeking to levy (the risk a bank poses to society 

continuously throughout a levy year) would occur at a different time from the 

activity required by the legislation for the levy to be payable (operating as a large 

bank on the first day of the levy year). 

(b) A large bank could recognise a liability and expense for a levy in accordance with the 

principle only by rebutting the presumption and therefore recognising the provision 

for the levy ‘in the correct’ period(s) - in which the entity obtains that benefit or 

conducts that activity for which it needs to pay the levy.  

(c) The EFRAG Secretariat considers that the activity (which give gives rise to the levy 

being payable) is the risk posed continuously throughout a levy year (rather than at 

a point in time - first day of the levy year). We acknowledge that the risk may not be 

‘continuous’ (i.e. spread evenly throughout the year). However, we consider that in 

some cases it may be practical and less costly to assume it is ‘continuous’ rather than 

determining the exactness of the spread of the risk.   

Possible conditions for rebutting the presumption 

34 Conditions for rebutting the presumption could be added to ensure that rebuttal would be 

limited to cases where there is reasonable and supportable information demonstrating that 

the activity the government is seeking to levy is different from any of those required for 

the levy to be payable.  

35 The IASB staff developed two possible conditions:  

(a) Evidence within the legislation of the activity the government is seeking to levy 

(the policy objective). 

(b) Evidence that the required economic benefit or activity is an effective proxy. 

36 Arguments could be made for specifying only the first condition, or for specifying both the 

first and second conditions.  

Condition 1 - Evidence within the legislation of the activity  

37 This condition could be specified: 

(a) Tightly - by requiring that the legislation specifies the activity the government is 

seeking to levy; or 
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(b) more loosely - by requiring that the legislation either specifies or indicates through 

its terms the activity the government is seeking to levy 

Condition 2 - economic benefit or activity is an effective proxy 

38 Evidence that the government has been able to levy a ‘proxy’ economic benefit or activity 

without significantly changing either: 

(a) the scope of the levy (the entities required to pay it); or 

(b) the amounts payable by each entity  

39 In the example described in paragraphs 29-31, such evidence could include information 

demonstrating that few large banks have entered or left the market in recent years or 

significantly changed the scale of their operations within a levy year.  

One or both conditions?  

40 Specifying only Condition 1 would make the requirements simpler and could be sufficient, 

especially if that first condition is specified tightly. 

41 Specifying Condition 2 with Condition 1 could be a means of sense-checking conclusions 

reached applying Condition 1, and could make the conditions more robust, especially if 

Condition 1 is specified more loosely. 

Permit or require the rebuttable presumption  

42 The IASB would need to decide whether to permit or require an entity to rebut the 

presumption (where the conditions for rebuttal are met). 

Requiring rebuttal  

43 Requiring rebuttal would: 

(a) avoid a risk of diversity in practice but  

(b) would impose more cost on preparers of financial statements - all entities would 

need to assess all their levies just to conclude that the conditions for rebutting are 

not met in most cases.  

Permitting (without requiring) rebuttal 

44 Permitting rebuttal would: 

(a) impose less cost on preparers of financial statements because most entities could 

ignore the possibility of rebuttal, but  

(b) could create a risk of diversity in practice, impairing comparability. 
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45 The IASB staff consider that the risk of significant diversity in practice might be low. Robust 

conditions for rebuttal would narrowly limit the range of levies for which the presumption 

could be rebutted. Furthermore, in the IASB staff experience, entities operating in a sector 

subject to a specific levy tend to seek a sector-wide consensus on an appropriate 

accounting policy for the levy and then all apply that policy, to aid communication to 

investors. 

Pros and cons: rebuttable vs non-rebuttable presumption 

In favour of a rebuttable presumption 

46 The requirements would be more principle-based.  

47 Every levy could be recognised in a way that faithfully represents the economics of the levy 

(the activity the government is seeking to levy).  

48 Although requirements relating to rebuttal would add some complexity to IAS 37, the costs 

for preparers could be minimised by permitting without requiring rebuttal (where the 

conditions for rebuttal are met). Preparers could ignore requirements relating to rebuttal 

except in the (possibly rare) cases where applying the presumption would clearly 

misrepresent the economics of a levy. 

In favour of a non-rebuttable presumption 

49 Even if simplified as much as possible, requirements relating to rebuttal would add 

complexity to IAS 37. All preparers of financial statements would have to acquire an 

understanding of these requirements, even though many of them might never encounter 

a levy of the type that meets the conditions for rebuttal.  

50 A non-rebuttable presumption would avoid the (perhaps low) risk of diversity in practice 

that could result from permitting but not requiring rebuttal of the presumption. 

51 The benefits of a rebuttable presumption could be marginal: 

(a) aware of only a handful of cases where there is a clear disconnect between the terms 

of levy legislation and the activity the government is seeking to levy. 

(b) in each of these cases, the accounting treatment resulting from applying the 

presumption might not be perfect, but it would be the same as the accounting 

treatment under IFRIC 21. Some entities subject to such levies have said that, 

although they generally disagree with the outcome of applying IFRIC 21, they have 

worked out how to apply it and get information to investors.  
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IASB discussion in February 2026 

52 At its February 2026 meeting, the IASB discussed whether the presumption should be 

rebuttable, without being asked to make any decisions on this matter. 

53 Most IASB members expressed a tentative preference for, or willingness to accept, a non-

rebuttable presumption. They referred to: 

(a) its simplicity and lower application costs  

(b) the lower risk of diversity in practice and of unintended consequences  

(c) evidence that the benefits of a rebuttable presumption could be marginal.  

54 Some IASB members expressed a tentative preference for, or a willingness to accept, a 

rebuttable presumption, on the grounds that an ability to rebut the presumption would be 

necessary to faithfully reflect the economics of some levies. Most of these IASB members 

favoured permitting (not requiring) entities to rebut the presumption (where the 

conditions for rebuttable are met), to minimise application costs. 

55 An IASB member expressed a desire for more information on how many entities could 

benefit from a rebuttable presumption. 

56 An IASB member commented on the possible conditions for rebuttal, expressing a 

preference for specifying Condition 1 tightly and omitting Condition 2.  

EFRAG Secretariat analysis  

57 At this stage, the EFRAG Secretariat is inclined to view the ability to rebut the presumption 

as necessary to ensure that all levies (including the ones where the underlying ‘levied’ 

activity/action is less obvious) can be recognised in a way that faithfully represents the 

economics of the levy. For instance, the rebuttal seems needed to ensure the ’correct 

accounting’ for the bank levy discussed above in paragraphs 29-32. This is explained in the 

analysis of the example in paragraph 33.  

58 However, similar to one IASB member’s view, we think that before a final IASB decision is 

taken, it would be useful to have more information on how many entities, and particularly 

which type of levies, could benefit from a rebuttable presumption.  

59 Our ‘gut feel’ is that the rebuttal should be required and not permitted (where the 

conditions for rebuttal are met). If ‘required’ it would ensure companies apply the 

requirements in the same way – thus avoid the risk of the loss of comparability. However, 

we also acknowledge that requiring the rebuttal questions the principle and the supporting 

presumption – this concern was raised by some EFRAG FIWG members at the March 2026 
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meeting.  We therefore recommend further work on the specific cases – real life examples 

– where the rebuttal would be required or whether it might be more appropriate to 

develop a set of indicators – based on the conditions in paragraphs 34 - 41.   

60 EFRAG Secretariat observe that even when the objective or purpose of a levy is explicitly 

stated in the legislation, it sometimes happens that the relevance of the objective or 

purpose stated in the legislation may diminish over time. 

Questions to EFRAG TEG-CFSS members  

61 What are your views on whether the presumption described above should be rebuttable; 

and if the presumption is rebuttable:  

(a) what the conditions for rebuttal should be, and 

(b) whether rebuttal should be permitted or required? 

62 Are you aware of any levies imposed in your country or region that might meet the 

conditions for rebuttal described in paragraphs 37 - 39? If so, what are the details of 

these levies? 

63 Do you have comments or questions on other aspects of the possible application 

requirements, including the principle and supporting presumption tentatively agreed by 

the IASB at its meeting in February 2026? 
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APPENDIX 1  

Existing IFRS accounting requirements for levies 

1 At present, levies are recognised in accordance with IFRIC 21, an interpretation of IAS 37. 

Under IFRIC 21, the action that meets the present obligation criterion for recognising a 

liability is ‘the activity that triggers the payment of the levy, as identified by the legislation’. 

Accordingly, if two or more activities are required for a levy to be payable, an entity 

recognises a liability for the levy only when it has conducted the last of these activities. 

2 IFRIC 21 has been criticised for leading to outcomes that fail to reflect the economics of 

some levies - especially levies where the government is seeking to levy one economic 

benefit or activity (for example, revenue generated in a year) but, perhaps for 

administrative purposes, has drafted the legislation so that an entity’s liability to pay the 

levy is triggered only when the entity meets a later condition (for example, exceeding a 

revenue threshold or operating in a market on the first day of the following year). An entity 

cannot recognise a liability for the levy until it has met that later condition. 

ED proposals – recognition of levies  

ED proposals 

3 To recall, the proposed requirements affecting the timing of recognition of levies are 

contained in paragraphs 14A–14R of the Exposure Draft . 

4 A key paragraph 14A proposes three conditions for meeting the present obligation 

criterion: 

(a) an obligation condition—the entity has an obligation; 

(b) a transfer condition—the nature of the obligation is to transfer an economic 

resource; and 

(c) a past-event condition—the entity’s obligation is a present obligation that exists as 

a result of a past event. 

Feedback on the ED proposals  

Feedback on ED  

EFRAG’s position in the FCL  

5 EFRAG expressed concerns on the implications regarding the ED proposals on the 

accounting outcomes for levies, as those increase reliance on judgement, which may not 

lead to a reduction in compliance costs. A consequence of amending the present obligation 

https://www.ifrs.org/projects/work-plan/provisions/ed-cl-provisions-targeted-improvements/
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recognition criterion is the withdrawal of IFRIC 21 Levies. While EFRAG welcomed this 

development, it noted that the ED does not fully address concerns previously raised 

regarding IFRIC 21. 

6 EFRAG also noted that it could be debated whether the payment of a levy should always 

be considered a transfer or whether it could sometimes be an exchange transaction. To 

avoid diversity in practice on this issue, EFRAG recommended that the IASB consider stating 

that the payment of a levy is not an exchange transaction.  

Feedback to the IASB  

7 Respondents expressed various application difficulties when applying the proposed 

present obligation criterion to levies and about possible outcomes to levies in their 

jurisdictions. For example:  

(a) Citing examples of levies causing concern – such as property tax, and various 

banking levies1  

(b) The proposed requirements are unclear – particularly the past event condition – for 

example some questioned whether holding the assets or liabilities used to calculate 

the levy should be identified as an ‘action’ that meets the past-event condition  

(c) The resulting information would not be useful - recognising a recurring annual levy 

at a point in time, especially before the year of charge, does not faithfully represent 

the substance of a levy (means through which a government appropriates a portion 

of the benefits an entity obtains from conducting an activity or using an asset over a 

levy year). The substance of a levy would be more faithfully represented by 

recognising the levy expense over the period in which the entity obtains the benefits 

the government seeks to appropriate.  

(d) The problem lies in the interpretation of ‘action’ - the only ‘action’ giving rise to an 

obligation to pay a levy is the activity that a legislator is seeking to tax. Having a status 

that brings an entity into the scope of the legislation (usually defined at a point in 

time for simplicity) or holding assets or liabilities on which the levy will be calculated 

 

1 Such as the Bank of England Levy, the EU Single Resolution Fund Levy, a French levy on banks that funds 

payments to local authority that have taken out ‘toxic’ loans. For each of these levies is a recurring annual 

charge payable by entities engaged in a specified activity during one year (the levy year), but calculated by 

reference to a measure of specific assets or liabilities held by the entity as at a specified date before the 

start of the levy year. In some cases, the specified date is more than a year before the start of the levy year.  
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should not be viewed as ‘actions’ that give rise to an obligation.  Some respondents 

considered that for a levy, there is only one action to consider.   

(i) Referring to example 13B (a levy on an entity operating as a bank on the last 

day of its annual reporting period), the government is seeking to tax banking 

activity, so the levy charged at the end of each reporting period should be 

accumulated over the entity’s annual reporting period (the period in which it 

has been conducting banking activities). 

(ii) Referring to example 13C (property tax)—although the tax is charged on the 

value of property at a single date, the objective is to tax transactions carried 

out using the property throughout the year, so the provision should be 

accumulated over the year. 

(e) Issues with the application of the transfer condition – a few respondents 

questioned the implications of the transfer condition for levies and argued that the 

entity receives no economic resources (rights) in exchange for paying the levy. Paying 

a levy gives an entity access to a market and hence is akin to paying for an operating 

licence.  

8 Regarding the issue on interpreting an ‘action’, a group representing European preparers 

of financial statements suggested that the problem is not necessarily with the 

requirements in the ED (paragraphs 14N - 14Q) - rather it is in the way the illustrative 

examples apply those requirements to levies. This group suggested that the only ‘action’ 

giving rise to an obligation to pay a levy is the activity that a legislator is seeking to tax. 

Having a status that brings an entity into the scope of the legislation (usually defined at a 

point in time for simplicity) or holding assets or liabilities on which the levy will be 

calculated should not be viewed as ‘actions’ that give rise to an obligation. 

9 Respondents highlighted the following suggestions to respond to the concerns noted:  

(a) specifying simplified application requirements (a ‘single mechanism’) for levies, to 

reduce complexity and the risk of diversity in practice 

(b) scoping levies out of IAS 37 and developing IFRIC 21 as a separate standard 

(c) developing ‘robust’ requirements and guidance on applying the general 

requirements to levies (including what constitutes an ‘action’; factors that 

distinguish a single action that the entity takes over time from distinct actions that 
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an entity considers separately; looking at relevant actions stemming from the terms 

and conditions of the mechanism imposing the levy) 

(d) developing illustrative examples.  

Subsequent IASB discussions of initial IASB staff views  

October 2025 IASB meeting 

10 At its meeting in October 2025, the IASB discussed initial staff ideas for application 

requirements for levies that could resolve the problems identified by respondents. More 

details on the ideas discussed are presented in Agenda paper 22 – levies ideas for 

application requirements. The examples discussed are presented in Agenda paper 22A – 

Levies Illustrative examples.  

11 The paper focused on levies that depend in part on one or more actions an entity takes 

before the levy year. Ideas included: 

(a) requiring entities to ignore all actions taken before the levy year; 

(b) requiring entities to ignore some actions taken before the levy year—for example 

those that serve only to restrict the scope of the levy, or to provide a basis for 

estimating the scale of the entity’s activity during the levy year; and 

(c) defining the levy year—possibly as the period during which a levy-payer takes the 

actions that determine the extent of its obligation. 

12 IASB members generally agreed that, in identifying relevant actions, an entity should 

disregard actions it takes before the levy year. However, several IASB members cautioned 

against over-complicating or over-engineering application requirements. 

Meetings of small groups of IASB members during November 2026 

13 During November 2025, the IASB staff held follow-up meetings with IASB members in small 

groups, to explore views on whether, in identifying relevant actions for a levy, an entity 

should focus on the terms of the levy legislation (the activities required by the legislation 

for the levy to be payable) or the government’s policy objective for the levy (the activity 

the government is seeking to levy). 

14 In most cases, the terms and policy objective are aligned—an activity required for the levy 

to be payable is the activity the government is seeking to levy. But in a few cases, 

alternative (proxy) activities are required by the legislation, usually to simplify the 

administration or accelerate the collection of the levy. 

https://www.ifrs.org/content/dam/ifrs/meetings/2025/october/iasb/ap22-levies-ideas-application-requirements.pdf
https://www.ifrs.org/content/dam/ifrs/meetings/2025/october/iasb/ap22-levies-ideas-application-requirements.pdf
https://www.ifrs.org/content/dam/ifrs/meetings/2025/october/iasb/ap22a-levies-illustrative-examples.pdf
https://www.ifrs.org/content/dam/ifrs/meetings/2025/october/iasb/ap22a-levies-illustrative-examples.pdf
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15 Some IASB members expressed concerns about requiring an entity to identify relevant 

actions purely by reference to the terms of the legislation. They noted that the resulting 

accounting could mis-represent the economics of a levy in some cases.  

16 Other IASB members expressed concerns about permitting entities to identify relevant 

actions by reference to the government’s policy objective, noting that: 

(a) the policy objective is not always stated explicitly in the legislation and might be open 

to subjective interpretation; and  

(b) the costs (complexity and unintended consequences) of requirements to identify the 

policy objective for a levy could exceed the benefits (better outcomes in relatively 

rare cases). 

17 Suggested ways of mitigating risks created by entities to identify relevant actions by 

reference to the government’s policy objective included: 

(a) including a presumption that the terms of the legislation reflect the policy objective; 

and 

(b) permitting entities to consider the policy objective only if that objective is stated 

within the legislation. 

December 2025 ASAF discussion  

18 In December 2025, members of the ASAF discussed the initial staff ideas for application 

requirements the IASB had discussed in October. ASAF members expressed the following 

views:  

(a) the OIC and ASBJ representatives expressed a view that the application requirements 

discussed by the IASB could be so complex to apply that they would not be an 

improvement on IFRIC 21.  

(b) because of their concerns about complexity, the UKEB, OIC and FASB representatives 

suggested removing levies and other non-reciprocal transactions from the scope of 

IAS 37 and developing a new standard for those transactions. The UKEB 

representative suggested retaining IFRIC 21 until a new standard for levies is issued 

- noting that its stakeholders, although generally disagreeing with the outcome of 

applying IFRIC 21 to some levies, have worked out how to apply it and get 

information to investors. 

(c) however, the AcSB, ANC, AOSSG, EFRAG and SOCPA representatives expressed 

concerns about scoping levies out of IAS 37. The EFRAG representative suggested 
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that if levies were excluded from the scope of IAS 37, scope-related issues could 

become acute. The AcSB representative said a separate standard for levies would 

need to be developed concurrently with the amendments to IAS 37 because it would 

be impossible to finalise the amendments to IAS 37 while retaining IFRIC 21. 

(d) the AcSB representative said he liked the notion reflected in comments from a 

respondent to the ED (a group of European preparers of financial statements - that 

the action giving rise to an obligation to pay a levy is the activity the legislator is 

‘seeking to tax’. The AcSB representative expressed a view that requirements should 

focus on the objective of a levy - some terms of levy legislation reflect the 

mechanism, not the objective. 

(e) the PAFA representative reiterated PAFA’s disagreement with the outcome of 

applying IFRIC 21 and said that any solution the IASB develops should be principle-

based. Similarly, the ANC representative said any application requirements should 

align with the underlying principles of IAS 37. 

 

 


