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‘Public service’ is generally taken to mean services that are provided by
government to its citizens. Such services are considered so essential to modern life
that for moral reasons their provision is guaranteed. Such services have traditionally
not been provided by the private sector as they are the primary responsibility of
national governments. Even where they are provided by the private sector, for social
and political reasons they are usually subject to regulation going beyond that

applying to most economic sectors.

§19849 PWC’s manual of accounting — IFRS 2015 -Volume 2, Service concession arrangements
paragraph 33.10 — page n0.33003 — 33004.
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§1989 Deloitte IGAAP 2015, A guide to IFRS reportmg Volume A Part 2, Service concession

arrangements page no. 2347 — 2348. am3iEwitys Tuws:ususiguaun
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Control of significant residual interest by the grantor

Direct ownership, where the grantor owns the infrastructure from the outset, but simply gives the operator a
right of access to the infrastructure to undertake the public service during the concession period.

Through the concession agreement by requiring the operator to return the infrastructure at the end of the
concession period or to hand it over to another operator. the grantor is able to exercise control of the
residual infrastructure is through a call option to acquire the infrastructure asset

Through a call option to acquire the infrastructure asset at the end of the concession period. Such a call
option would effectively prevent the operator from selling or pledging the asset. [/t does not matter whether
the option exercise price is at fair value at the date of exercise (where the operator bears the residual value
risk) or is pre-determined (where the grantor bears the residual value risk). The fact that the call option

allows the grantor to control the right to use the infrastructure and, hence, its residual is sufficient for the
concession arrangement to fall within IFRIC 12's scope. |

#1989 PWC'’s manual of accounting — IFRS 2015 —Volume 2, Service concession arrangements paragraph 33.20 -

@*«“ 33.21 (page no. 33007).
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Residual Interest

service concession arran ement

cant residual interest at the
- the scope of IFRIC 12 only
| Ame. and (2) the res_i u,,__

#1984 Deloitte iIGAAP 2015, A guide to IFRS reporting Volume A Part 2, Service concession arrangements,
paragraph 2.2.3, page no. 2352.
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Arrangement is for the whole life of the infrastructure

What if the arrangement is for the whole life of the infrastructure? Assets in service
concession arrangements may revert to the grantor at the end of the concession term
but they may not have much, if any, remaining useful life. Many modern buildings,
for example, only have a useful life of thirty years or so and this is a common
- concession term.  Consequently, infrastructure used in a service concession

M arrangement for its entire useful life (‘whole of life infrastructure’) is included
- within the scope of [FRIC 12. [IFRIC 12.6],

e TAN ]

#1984 International GAAP 2015, The Internal Financial Reporting Group 2015 of EY Volume 2, Service

concession arrangements, paragraph 3.2, page no. 1709.
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21984 IFRIC 12 Basis for Conclusions #ia#11 21

BC21 The IFRIC concluded that treatment of infrastructure that the operator constructs or acquires or to
which the grantor gives the operator access for the purpose of the service arrangement should be determined by

whether it is controlled by the grantor in the manner described in paragraph 5. If it is so controlled (as will be the

case for all arrangements within the scope of the Interpretation), then, regardless of which party has legal title to it

during the arrangement, the infrastructure should not be recognised as property, plant and equipment of the

operator because the operator does not control the use of the public service infrastructure.
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Thank you

The information contained herein is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the
future. No one should act upon such information without appropriate professional advice after a thorough examination
of the particular situation. Materials published may only be reproduced with the consent of FAP.




