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 Levies have become more 
common in recent years with 
public authorities in a number of 
jurisdictions introducing levies to 
raise additional income. The key 
accounting question for those who 
pay the levy is when to recognise a 
liability. 
– Phil Dowad, KPMG’s global IFRS revenue recognition 

and provisions leader

Accounting for levies
A public authority may charge a levy on entities that operate 
in a specific market. 

The levies are triggered when an activity specified by 
legislation occurs. The amount payable may depend on data 
in the current or a previous reporting period, such as gross 
revenues or assets. The entity does not receive a specific 
asset in exchange for paying the levy.

The draft interpretation deals with levies that are recognised 
in accordance with the definition of a liability in IAS 37 
Provisions, Contingent Liabilities and Contingent Assets. 

When to recognise a liability
The draft interpretation confirms that an entity recognises a liability 
for a levy when and only when the triggering event specified in the 
relevant legislation occurs. An entity does not recognise a liability 
at an earlier date, even if it has no realistic opportunity to avoid the 
triggering event. 

For example, if an entity is liable to pay a levy if it generates revenues 
in a specific market on 1 January 2013, then it does not recognise a 
liability for the levy at 31 December 2012. The IFRS Interpretations 
Committee decided that this is the case even if the entity is 
economically compelled to operate in 2013 and prepares financial 
statements on a going concern basis. 

Interim reporting
The same recognition principles apply in the interim financial 
statements as in the annual financial statements, i.e. the levy should 
not be anticipated or deferred in the interim financial statements. 

For example, if an entity with an annual reporting period ending on 
31 December is liable to pay a levy if it operates in specific market on 
31 December 2012, then it does not recognise a liability for the levy, 
or any portion of the levy, in interim financial statements for the six 
month period ending on 30 June 2012.  

Business impacts
The draft interpretation would achieve greater comparability 
between entities that operate in the same market. However, the 
timing of liability recognition will depend on the precise wording of 
the relevant legislation and may be different for different levies.  

Basic facts
Draft Interpretation DI/2012/1 Levies Charged by 
Public Authorities on Entities that Operate in a 
Specific Market was issued on 31 May 2012. 

●● No effective date is proposed, although 
early adoption would be allowed. 
Retrospective application is proposed.

●● The comment period ends on 
5 September 2012.

Find out more 
For more information on the draft 
interpretation, please go to the IASB 
press release or speak to your usual 
KPMG contact.
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