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Update on IASB tentative decisions

Levies — aspects of the application requirements

Issues Paper

Topic 1 — Application requirements for levies
Introduction

1 This part of this paper has been developed based on IASB Agenda paper 22A and |ASB

Agenda paper 22C discussed at the IASB meeting in May 2026. The purpose of the meeting

was to make further tentative decisions in order to complete the model for the possible
application requirements for levies, previously discussed by the IASB at its meeting in

February 2026.

2 In February 2026, the IASB tentatively decided to supplement the ‘past-event’ condition
proposed in the Exposure Draft (‘ED’) with application requirements for levies. Those

application requirements would:

(@)  specify a principle—namely, that the economic benefit or action that meets the past-
event condition for a levy is the economic benefit or activity the government is

seeking to levy; and

(b)  support this principle with a constraining presumption—namely, 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.

3 In May 2026, the IASB discussed whether the constraining presumption should be
rebuttable in some circumstances and how to express requirements that include a non-

rebuttable presumption.
4  Appendix 1 to this paper contains additional background information:

(a)  Existing IFRS accounting requirements for levies
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(b)  ED proposals — recognition of levies
(c)  Feedback on the ED proposals
(d) EFRAG FR TEG — CFSS meeting 19 March 2026

(e)  Feedback from ASAF March 2026 on the model for the application requirements for

levies

5 Appendix 2 to this paper contains IASB’s revised proposals to the ED, together with the

related proposed Illustrative Examples:
(a)  Application requirements for levies - supplements to the ED

(b)  llustrative examples - supplements to the Guidance on implementing IAS 37

Provisions, Contingent Liabilities and Contingent Assets.

Summary of IASB’s tentative decisions in May 2026
6 In May 2026, the IASB tentatively decided:

(a) to make the constraining presumption non-rebuttable; and
(b)  to express the resulting application requirements as:

(i) a general requirement - the past-event condition is met when an entity has
obtained the economic benefit or conducted the activity required by levy
legislation for a levy to be payable (the relevant economic benefit or activity);

and

(i)  a supporting principle - if more than one economic benefit or activity is
required for a levy to be payable, the relevant economic benefit or activity is
the one that best reflects the economic benefit or activity the government is

seeking to levy.

IASB staff analysis and IASB discussion
Constraining presumption: rebuttable vs non-rebuttable
7 The IASB staff noted that the rebuttable presumption would ensure the recognition of
provisions for some levies aligned with the underlying principle of the model, ensuring a
faithful representation of the economic substance of levies where the presumption would

clearly misrepresent the economics of a levy.

8 Although aware that a rebuttable presumption would add complexity to IAS 37, the IASB
staff highlighted that this complexity could be minimised if the rebuttal were permitted

and not required, limiting its application to rare cases. Also, the IASB staff observed that,
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even if permitting rebuttal could introduce a risk of diversity in application because not
required, such risk is expected to be limited in practice, as entities operating within the

same sector typically converge on a common accounting treatment for the levy.

9 Onthe other hand, in supporting a non-rebuttable presumption, the IASB staff noted that
a non-rebuttable presumption would ensure full consistency with the general past-event
condition proposed in the ED. Under this approach, the activity that meets the ‘past-event
condition’ would always correspond to one of those required for the levy to be payable,
and the application requirements for levies only serve to clarify how the general principle

applies when more than one economic benefit or activity is required.

10 The IASB staff observed that introducing rebuttal requirements would significantly increase
the complexity of IAS 37 and costs involved when discussing the use of the rebuttal with
auditors and other parties without delivering sufficiently better outcomes. This concern
was raised by several ASAF members in March 2026. Furthermore, the potential benefits
of a rebuttable presumption could be marginal - given that only a small number of levies
have a clear mismatch between ‘the economic benefit or activity required by levy
legislation for levy to be payable’ and ‘the one the government is seeking to levy’. In such
cases, the outcome under a non-rebuttable presumption would be consistent with current

accounting under IFRIC 21 Levies.

11 Most IASB members agreed with the IASB staff's recommendation and reasoning
supporting a non-rebuttable presumption (cost-benefit reasons). They noted that a non-
rebuttable presumption is a more practical solution as it avoids requiring all entities to
assess the conditions for rebuttal. Also, they agreed with the IASB staff analysis regarding
the accounting treatment resulting from applying the non-rebuttable presumption for
some levies that could be not perfect but consistent with the IFRIC 21, with which preparers

are already familiar.

12 However, a few IASB members expressed their preference on a rebuttable presumption as
more principle-based, highlighting that this approach would better capture cases where
legislation does not faithfully reflect the economic activity being taxed. One of these
members, although in favour of a rebuttable presumption, agreed with a non-rebuttable

presumption solely for cost-benefit reasons, not for conceptual reasons.

Requirements that include a non-rebuttable presumption
13 In analysing how to express requirements that include a non-rebuttable presumption, the

IASB staff identified two ways of expressing the principle and the requirement:
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(a) asageneral principle and constraining requirement or

(b) as a general requirement with a supporting principle that would apply only if more

than one economic benefit or activity is required for levy to be payable.

14 The IASB staff concluded that the application requirements should be expressed as a

general requirement with a supporting principle:

General requirement

The past-event condition is met when an entity has obtained the economic benefit or
conducted the activity required by levy legislation for a levy to be payable (the relevant

economic benefit or activity).
Supporting principle

If more than one economic benefit or activity is required for a levy to be payable, the
relevant economic benefit or activity is [the one that best reflects] the economic benefit or

activity the government is seeking to levy.

15 The IASB staff noted that this approach:
(@)  bestreflects, in a clear way, the past-event condition of the ED;
(b) aligns with the logical steps a preparer would follow in practice and

(c)  limits the need for judgement - required only when more than one economic benefit
or activity is required for a levy to be payable — as the preparers only need to select

among activities required by the levy legislation.

16 IASB members agreed with the IASB staff's recommendation, highlighting that the
supporting principle is relevant only in cases where more than one economic benefit or

activity is required for a levy to be payable.

17 Also, the IASB members noted that in these cases the preparers’ assessment is limited to
the requirements set out in the legislation without considering factors outside the levy
legislation and suggested that this clarification should be included in the Basis for

Conclusions.

EFRAG Secretariat analysis
18 The EFRAG Secretariat notes that it had expressed a preliminary inclination towards
allowing a rebuttable presumption to ensure a more faithful representation of the
economics of all levies, specifically in cases where the underlying ‘levied’ activity/action is

less obvious, and to ensure the 'correct accounting’ for certain levies (bank levy). However,
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we also acknowledged the need for further information on how many entities, and
particularly which type of levies, would have benefit from a rebuttable presumption before

a final IASB decision.

In light of the subsequent IASB staff analysis and related discussions explained above in
paragraphs 7-12, the EFRAG Secretariat has further considered the relative merits of a
rebuttable versus non-rebuttable presumption. We are aware that introducing a
rebuttable presumption would increase the complexity of IAS 37, imposing costs for all
entities to assess rebuttal conditions, and that the incremental benefits of the rebuttable
presumption are expected to be limited, given that only a small number of levies present a
clear mismatch between ‘the economic benefit or activity required by levy legislation for
the levy to be payable’ and ‘the one the government is seeking to levy’, as highlighted by
the IASB staff.

Although we are aware that some levies could benefit from a rebuttable presumption,
these cases appear to be limited in number and scope. We acknowledge that for these
limited cases, the non-rebuttable presumption would provide the same accounting

outcomes as IFRIC 21, with which preparers are familiar.

Overall, in line also with EFRAG FR TEG - EFRAG CFSS members’ views expressed in March
(see paragraphs 60-70 of Appendix 1), the EFRAG Secretariat supports the IASB tentative
decision to introduce a non-rebuttable presumption as it does not create additional

complexity.

Moreover, considering that we support the non-rebuttable presumption, the EFRAG
Secretariat agrees with IASB tentative decision to express the requirements that include a
non-rebuttable presumption as a general requirement with a supporting principle as this
approach limits the use of judgement only to cases in which more than one economic

benefit or activity is required for levy to be payable.

Finally, we also agree with the illustrative examples proposed by the IASB staff (reproduced

after paragraph 74 of Appendix 2) to be added to the implementation guidance of IAS 37.

Questions for EFRAG FR TEG

24

25

26

What are your views on the IASB tentative decisions in paragraph 6?
What are your views on the EFRAG Secretariat analysis in paragraphs 18-237?

Do you have any comments on the IASB staff’s illustrative examples (reproduced after

paragraph 74 of Appendix 2)?
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Topic 2 — Removal of paragraph 14Q

Introduction

27 This part of this paper has been developed based on IASB Agenda paper 22B discussed at

28

the IASB meeting in May 2026. The discussion on what to do with paragraph 14Q of the
ED is a consequence of adding the application requirements for levies described above. The

IASB agenda paper was structured as follows:
(a)  Requirement proposed in paragraph 14Q

(b)  Application of paragraph 14Q in determining the proposed accounting treatment for

levies

(c)  Use of paragraph 14Q in explaining the proposed requirements for restructuring

provisions

(d)  1ASB staff analysis - reasons for revising paragraph 14Q — two options proposed by
the IASB staff:

(i) Option 1—refine paragraph 14Q
(i)  Option 2—omit paragraph 14Q.

The IASB staff recommended omitting from IAS 37 the requirement proposed in paragraph

14Q of the ED.

Summary of IASB’s tentative decisions

29

The IASB tentatively decided to omit from IAS 37 the requirement proposed in paragraph
14Q of the ED.

Proposals in the ED

30

31

Paragraph 14Q proposes that if a requirement to transfer an economic resource is a
consequence of taking two or more separate actions, the past-event condition is met
when the entity has taken any of the actions and has no practical ability to avoid the

remaining actions.

Paragraph 14Q of the ED derives from paragraph 4.32 of the Conceptual Framework for

Financial Reporting (Conceptual Framework), which states that:

4.32 In some situations, an entity’s duty or responsibility to transfer an economic
resource is conditional on a particular future action that the entity itself may take.

Such actions could include operating a particular business or operating in a particular
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market on a specified future date or exercising particular options within a contract.
In such situations, the entity has an obligation if it has no practical ability to avoid

taking that action.
32 Paragraph 14Q is applied in two ways in the ED:
(a)  in determining the proposed accounting treatment for levies; and

(b)  inexplaining why the proposed amendments to IAS 37 do not change existing IAS 37

requirements for restructuring provisions

Use of paragraph 14Q in explaining the proposed requirements for levies

33 The main application of paragraph 14Q in the ED is in specifying how to apply the past-
event condition to levies when there are two or more separate actions or activities that
need to be met. This is illustrated in examples 13A and 13B accompanying the ED. These
examples explain that the past-event condition is met when the entity has conducted the

first activity and has no practical ability to avoid the second activity.

34 As noted in paragraph 6 above, in May 2026 the IASB tentatively that the application
requirements for levies comprise (1) a general requirement that links the past event to the
levy legislation and (2) a supporting principle that states that if more than one economic
benefit or activity is required for a levy to be payable, the relevant economic benefit or
activity is the one that best reflects the economic benefit or activity the government is

seeking to levy.

35 The issue is that the outcomes may differ if more than one economic benefit or activity is
required for a levy to be payable and create a possible tension between the application

requirements and paragraph 14Q of the ED. This is illustrated in the table below:

Exposure Draft Possible application

proposals requirements for levies

Action that meets  Economic benefit or activity Economic benefit or activity
past-event required by levy legislation required by levy legislation

condition for alevy to be payable. ~ for a levy to be payable.

(Paragraph 14N)

Which economic The first one to occur, if The one that best reflects

benefit / activity if  the entity has no practical the economic benefit or

more than one? ability to avoid the others. activity the government is
(Paragraph 14Q) seeking to levy.
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Use of paragraph 14Q in explaining the proposed requirements for restructuring
provisions

36 Paragraph 14Q in the ED is also used to explain why the amendments to IAS 37 would not
change its existing requirements for restructuring provisions. The application requirements
for restructuring costs are set out in paragraphs 72 and 80 of IAS 37 requiring the entity to
have a detailed formal plan for the restructuring and raised a valid expectation in those

affected.

37 The Basis for Conclusions of IAS 37 (paragraph BC51) explains that for a provision to be
recognised, it is necessary that the entity has announced or started to implement a
restructuring plan and thus has no practical ability to avoid the restructuring. This
explanation is particularly relevant when a transfer of an economic resource is a
consequence of taking two or more separate actions. For example, employing people and
then making them redundant, the past-event condition is met when the entity has taken
any of the actions (employing people) and has no practical ability to avoid the remaining

actions (making them redundant)?.

38 The ED did not change the requirements in IAS 37 on restructuring provisions — only some
wording changes were made to clarify that restructuring provisions are present obligations,
rather than constructive obligations. However, removing paragraph 14Q will require the

IASB to develop another explanation to support the accounting for restructuring provisions.

Respondent feedback and EFRAG position in the FCL
39 Regarding paragraph 14Q of the ED, EFRAG noted that the wording of paragraph 14Q of
the ED (‘in some situations, an entity has an obligation to transfer an economic resource
only if it takes two (or more) separate actions ...") could be used as guidance on when to
recognise a liability for variable/contingent consideration. If this is not the intention, the
IASB could indicate so, for example, in the Basis for Conclusions that would accompany
amendments to IAS 37. On restructuring provisions, EFRAG asked for clarification between
the requirements in IAS 37 on restructuring and the requirements in IAS 19 Employee

Benefits dealing with termination benefits.

IASB staff analysis and IASB discussion
40 The IASB staff consider that any tension between the general past-event condition in IAS

37 and specific application requirements for levies could create application difficulties. This

1 When the entity has taken actions that prevents it from assuming the future benefit of the employee then

the provision reflects that the work contract with the employee has become onerous.
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could happen in cases where it is unclear which of the requirements should take

precedence.

To solve the potential tension between paragraph 14Q and the proposed accounting

requirements for levies, the IASB staff proposed one of two ways:
(a)  Option 1 —refine paragraph 14Q
(b)  Option 2 — omit paragraph 14Q entirely.

Option 1 - refine paragraph 14Q

Refinement could be achieved by:

(a)  specifying that paragraph 14Q is applied after the ‘relevant’ economic benefit or

activity has been identified; and

(b)  wording paragraph 14Q using wording more like that of the paragraph of the

Conceptual Framework from which it derives (see paragraph 31above).

In case an entity has obtained the relevant economic benefit or taken the relevant action
required to meet the past-event condition but the entity’s obligation to transfer an
economic resource remains ‘conditional on a particular future action the entity itself may
take’, paragraph 14Q could specify the past-event condition is met only if the entity has

no practical ability to avoid that future action.

This can be illustrated in Example 2 - An energy windfall levy of Appendix 2 of this paper.
In this example, the conclusion would be that the past-event condition is met as the
company earns revenue from selling energy in the specified country over the course of

20X3 only if it has no practical ability to avoid operating in that country on 1 January 20X4.

Overall, the IASB staff consider that refining paragraph 14Q would create unnecessary

complexity especially for levy accounting.

Option 2 — omit paragraph 14Q

The IASB staff consider that the types of obligations affected by the absence of the
paragraph 14Q requirement would be rare. They also think that the principles underlying
the application requirements for levies would provide a reasonable basis for determining

an appropriate accounting policy for such obligations.

Overall, the main advantage of omitting paragraph 14Q from IAS 37 is to avoid adding
unnecessary complexity to IAS 37. This has been a big ask from many stakeholders

throughout the development of IAS 37. For restructuring provisions, the 1ASB staff note
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that the restructuring provision requirements in IAS 37 would not change and could be

explained in a different way.

48 |ASB staff recommended omitting from IAS 37 the requirement proposed in paragraph 14Q
of the ED.

IASB discussion and conclusion

49 |ASB members agreed with the |ASB staff recommendation to omit paragraph 14Q.

EFRAG Secretariat analysis
50 The EFRAG Secretariat agrees with the IASB tentative decision for similar reasons. We
consider that paragraph 14Q is not needed given the proposed revisions made to levy
accounting. We would agree that it is not necessary for restructuring provisions given that

the proposals in the ED did not change the current requirements in 1AS 37.

Questions for EFRAG FR TEG

51 Do you agree with the IASB tentative decision in paragraph 29 above?
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Appendix 1

Existing IFRS accounting requirements for levies

52

53

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.

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

54 In the ED, the present obligation criterion comprises three conditions — ’obligation’,
"transfer’, and ’past-event’ conditions.

55 Paragraphs 14M-14R of the ED explain the proposed past-event condition. The proposed
past-event condition would change the timing of recognition of some levies. If a
requirement to pay a levy is a consequence of conducting two or more separate activities,
the past-event condition could be met when the entity has conducted any of the activities,
not only when it has conducted all of them.

ED paragraphs

“14M The third condition for meeting the present obligation recognition criterion is that the

entity’s obligation is a present obligation that exists as a result of a past event.

14N An entity’s obligation becomes a present obligation that exists as a result of a past event

when the entity:

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

(b) as aconsequence of having obtained those benefits or taken that action, will or may

have to transfer an economic resource it would not otherwise have had to transfer.

EFRAG FR TEG meeting 11 June 2026 Paper 12-02, Page 11 of 19



Levies — aspects of the application requirements
Issues Paper

140 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.

14P In some situations, an entity has an obligation to transfer an economic resource only if a
measure of its activity in a period exceeds a specific threshold. In such situations, the action that
meets the past-event condition is the activity that contributes to the total activity on which the
amount of the transfer is assessed. At any date within the assessment period, the present
obligation is a portion of the total expected obligation for the assessment period. t is the portion
attributable to the activity carried out to date. The entity recognises a provision if the recognition

criteria in paragraphs 14(b) and 14(c) are met—that is, if:

(c) it is probable that the entity’s activity will exceed the threshold and the entity will be

required to transfer an economic resource (see paragraph 14(b)); and

(d) a reliable estimate can be made of the amount of the obligation (see paragraph

14(c)).

14Q In some situations, an entity has an obligation to transfer an economic resource only if it takes
two (or more) separate actions, and the requirement to transfer an economic resource is a
consequence of taking both (or all) these actions. In such situations, 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).

14R A decision to prepare an entity’s financial statements on a going concern basis implies that
the entity has no practical ability to avoid taking an action it could avoid only by liquidating the

entity or by ceasing to trade.”

Feedback on the ED proposals
Feedback to the IASB
56 Many respondents to the IASB ED generally agreed with the proposed amendments to the
‘past-event’ condition and for the withdrawal of IFRIC 21, as these would lead to earlier
and more progressive recognition of levies resulting in a more faithful representation in
interim financial statements. Respondents noted some revenue-based levies (digital
services taxes and energy windfall levies) which are charged on entities whose revenue

exceeds a threshold and/or on entities operating on a date after the year levy.

57 However, some respondents expressed concerns about the implications of the ‘past-event’
condition for some European levies where the levy is payable when the entity conducts a

specific activity in a levy year but the amount is calculated based on metrics measured at

EFRAG FR TEG meeting 11 June 2026 Paper 12-02, Page 12 of 19



Levies — aspects of the application requirements
Issues Paper

the date before the levy year. In these cases, respondents noted that is complex to identify
the relevant past event as it is unclear whether activities occurring before the levy year

meet the ‘past-event’ condition.

EFRAG position in the FCL

58

59

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
recognition criterion is the withdrawal of IFRIC 21.While EFRAG welcomed this
development, it noted that the ED does not fully address concerns previously raised

regarding IFRIC 21.

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.

EFRAG FR TEG — CFSS meeting 19 March 2026

60

61

62

63

Members supported retaining application requirements for levies within IAS 37.

Principle for application requirements can lead to complexity: Some members considered
that the principle specified? is complex to apply and would lead to uncertain outcomes
for certain types of levies, such as property taxes and bank levies. However, another
member considered the principle simpler than the application requirements suggested by

the IASB staff in October 2025, representing a step in the right direction.

Members provided examples of bank leviesin France and the UKon which
the principle had been tested.In the former, wasclear whatthe government

was seeking to levy, but not in the latter.

Rebuttal of presumption to hinder consistent application: Some members also considered
that permitting or requiring the constraining presumption®to the principleto be
rebuttable would hinder the consistent application of the requirements. The ESMA
representative added that in other IFRS Accounting Standards rebuttable presumptions
pertain to entity-specific facts and circumstances, whereas levies are jurisdiction-specific.
Therefore, entities coming to different conclusions for the same levies would not be a
helpful outcome. However, another member reported mixed feedback on the rebuttable

presumption in his jurisdiction, suggesting for it to be permitted rather than required.
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Clarification questions and suggestions regarding the constraining
presumption: Members asked what the reference year for the activity the government
is seeking to levy would be, if the presumption is rebutted. Moreover, they suggested the
IASB clarify what should happen in cases the principle does not work (e.g. explicitly stating
that the outcome would be the same as in IFRIC 21 Levies, if that is the IASB'’s intention) (in

effect supporting the need for a rebuttal).

Moreover, shouldthe IASB decidethe presumption to be non-rebuttable,
members recommended articulating the differences between provisions and liabilities,
and explicitly mentioning levies in IAS 37 to ensure that the new requirements do not result

in a recognition of a liability beyond the current IFRIC 21 requirements.

Requirements resulting in more faithful representation: The I1ASB member highlighted
that the requirements would result in more faithful representation for some types of
levies, albeit at the cost of lower standardised answers, particularly if the presumption
would be rebuttable. He noted that the requirements would either represent an improved

or the same accounting outcome as under IFRIC 21.

User feedback that intra-seasonality is not considered: The IASB member also underscored
that users noted during the ED consultation that the ‘at a point’ recognition of some
annual provisions for levies (in contrast toan ‘overtime’ recognition) would be

disregarded as intra-annual seasonality.

Feedback from ASAF March 2026 on the model for the application requirements for levies

68

69

70

Regarding whether the presumption should be rebuttable, some ASAF members expressed
a preference for a non-rebuttable presumption, reflecting views held by most of their
stakeholders, as they considered that a non-rebuttable presumption would enhance

consistency and minimise application costs.

Other members instead supported a rebuttable presumption, highlighting that such
flexibility would enable entities to faithfully represent the economic substance of levies,
given the diversity in levy design across jurisdictions (principle-based), suggesting that the

rebuttal should be permitted but not required, in order to limit application costs.

Still other ASAF members did not express a view on the rebuttal but expressed concerns
that the proposed requirements seem too complex, noting that the principle may be
difficult to apply, given that the activity the government is seeking to levy is not always

clear and potentially leading to costly discussions and diversity in practice.
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Appendix 2

IASB Agenda paper 22C: Application requirements for levies - supplements to the ED
71 The application requirements would supplement the requirements proposed in the ED and
could be added to the ‘Application of the recognition and Measurement Rules’ section of

IAS 37.

Indicative drafting

“Levies
83A In this Standard, the term levy is used to refer to a charge that:

(a) a government imposes on entities that obtain a specific economic benefit (for
example, revenue or a gain in the value of their real estate) or conduct a specific
activity (for example, operating in a specific market sector or locality or holding

specific assets); and

(b) is non-reciprocal—the entities receive no new rights from the government in

exchange for paying the charge.

Applying the present obligation recognition criterion

()

83E By definition, a levy is a non-reciprocal charge, meaning that the nature of the entity’s
obligation is to transfer an economic resource (to pay a levy) without receiving an economic
resource (any new rights) from the government in exchange. Therefore, an obligation for a levy

always meets the transfer condition.

(...)”

72 The following paragraph 83G (a) reflects the general requirement discussed in paragraph

6(b)(i)of this paper.

Indicative drafting

“Applying the past-event condition

83G An entity’s obligation for a levy becomes a present obligation that exists as a result of a past

event when:

(a)  the entity has obtained the economic benefit or conducted the activity required by
the levy legislation for the levy to be payable (the relevant economic benefit or

activity); and
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(b) as a consequence, the entity will or may have to pay a levy it would not otherwise

have had to pay. (Paragraph 14N).”

73 The following paragraph 83H reflects the supporting principles discussed in paragraph
6(b)(ii) of this paper.

Indicative drafting
“83H If more than one economic benefit or activity is required by levy legislation for a levy to be
payable, the relevant economic benefit or activity is the one that best reflects the economic benefit

or activity the government is seeking to levy.”

IASB Agenda paper 22C: lllustrative examples - supplements to the Guidance on implementing
IAS 37

74 The illustrative examples would replace Illustrative Examples 12—13C proposed in the ED
and could be added to the Guidance on implementing IAS 37. The purpose of the examples
is to illustrate when an obligation for a levy meets the past-event condition for recognising

a provision.

“Example 1 - A levy on manufacturers of electric and electronic equipment

(One economic benefit or activity is required by levy legislation for a levy to be payable)

A levy is imposed on manufacturers to fund the disposal of electrical and electronic equipment at
the end of its life (disposal in 20X5), with the amount proportional to the entity’s market share in

a specified period (20X5), although the amount payable will be required in 20X6.

As the levy legislation requires only one activity for the levy to be payable — having market share
in 20X5 - the past-event condition is met when a manufacturer conducts that activity and there is
no requirement for management to identify the activity that best reflects the activity the

government is seeking to levy.

Because the activity is performed over time, the present obligation arises progressively over that

year (20X5).

Example 2 - An energy windfall levy

(More than one economic benefit or activity is required by levy legislation for a levy to be payable)

A levy is imposed on large energy companies which are required to pay 1% of the revenue earned
from selling energy during 20X3 if they reported revenue of more than CU1 billion in 20X0 and are
still operating in the country on 1 January 20X4. Under the legislation three economic benefit or

activity are required for the levy to be payable:
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(@)  global revenue of more than CU1 billion in a prior period (20X0);

(b)  revenue earned from selling energy in the country in 20X3 and

(c)  operating in the country on 1 January 20X4.

Among these three economic benefits and activities, the generation of revenue in 20X3 is
identified as the one that best reflects the economic benefit or activity the government is seeking

to levy.

Accordingly, the past-event condition is met when the company earns revenue from selling energy

in 20X3.

Because the activity is performed over time, the present obligation arises progressively over that

year (20X3).

Example 3 — A digital services levy

(More than one economic benefit or activity is required by levy legislation for a levy to be payable)

A levy is imposed on large companies that earn revenue from providing specified types of digital
services which are required to pay 3% of the revenue from providing specified digital services in
the country in the levy year (20X0). Under the legislation two economic benefits are required for

the levy to be payable:
(d)  global revenue in the levy year 20X0 exceeds CU750 million and

(e)  revenue earned in the levy year 20X0 from providing specified digital services exceeds

CU20 million.
During 20XO0:
(i) entity’s global revenue reaches CU750 million on 17 March and

(i)  revenue earned from providing specified digital services reached CU20 million
on 15 April (forecast CU80 million at 31 December 20X0; levy CU2.4 million
equal to 3% of CU 80 million).

Among these two economic benefits, the revenue from providing specified types of digital services
in the country is identified as the one that best reflects the economic benefit or activity the

government is seeking to levy.

Accordingly, the past-event condition is met for the 20X0 as the entity earns revenue that
contributes to the total it will earn from providing specified digital services in 20X0 - both revenue

below and above the threshold.
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The threshold does not determine the timing of recognition but affects whether the obligation
becomes payable. Consequently, the provision is recognized progressively over the period 20X0,
rather than only when the threshold is exceeded, as the entity earns revenue from providing

specified digital services over the course of 20X0.

Example 4 — A property tax

(One economic benefit or activity is required by levy legislation for a levy to be payable)

A property tax is imposed on entities that own property used for specified business activities.
Under the legislation property tax is payable when the entity owns the property and uses it for
specified business activities on 1 January of the levy year and is notified to the entity by 30 March

must be paid by 31 July in the levy year.
Two variations:

(f) Variation A — the tax is payable in full for the year levy even if the entity sells the

property after 1 January

(g) Variation B — the tax is payable only for the months in which the entity owns the

property and uses it for specified business activities.

In both variations, the levy legislation requires only one activity for the levy to be payable and
there is no requirement for management to identify the activity that best reflects the activity the

government is seeking to levy:

(h)  owning property and using it for specified business activities on 1 January (Variation

A) or

(i) owning property and using it for specified business activities for the period beginning

on 1 January in the levy year.

Consequently, the provision is recognized in full on 1 January (Variation A) or progressively over

the levy year (Variation B).

Example 5 — A central bank levy

(More than one economic benefit or activity is required by levy legislation for a levy to be payable)

A levy is imposed on large banks operating in the country to fund he financial stability and
monetary policy functions of the country’s central bank for the calendar year in which the levy is

charged. Under the legislation two economic benefits are required for the levy to be payable:

(ij) holding a banking licence on 1 January of the levy year and
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(k)  exceeded a specified threshold (CU 1 million) of customer deposits during the final

quarter of the previous year (reference period).

Among these two economic benefits, holding a banking licence on 1 January of the levy year is
identified as the one that best reflects the economic benefit or activity the government is seeking

to levy because:

(i) the levy is designed to fund costs arising in that year (not costs arising in the

reference period) and

(i)  thedeposit threshold of the reference period is considered only a measurement

basis.

Accordingly, the past-event condition is met at a specific point in time when the entity holds the
banking licence on 1 January of the levy year and the provision is recognized for the full amount

on 1 January of the levy year.

In this example, because the activity that best reflects the economic benefit or activity the
government is seeking to levy is also the last one, the provision for this bank levy is recognized at

the same time as under IFRIC 21.”
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