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CONTRACTUAL RIGHTS

e Contractual Rights are rights to economic resources arising from contracts or agreements that will result in both an asset and revenue in the future.

e They arise out of a contract or agreement that is binding between two or more parties, has clear economic consequences and is enforceable by law. They may include contractual rights to
receive payments under a shared cost agreement or contractual rights to receive lease payments.

e They are distinct from assets since no past transaction or event giving rise to an asset has occurred at the financial statement date.
e They are distinct from contingent assets since there is no uncertainty related to the existence of the contractual right.

o Contractual rights are governed by contract law and are distinct from certain public sector entity rights, such as the right to tax and the right to license. Such rights are derived from
legislation based on constitutional authority or delegated constitutional authority.

DISCLOSURE

e A public sector entity’s financial statements must disclose information about its contractual rights. Professional judgment is required to determine which contractual rights to disclose.
Factors to consider include:
e Contractual rights that are abnormal in relation to the financial position or unusual business operations; and
e Contractual rights that will govern the level of a certain type of revenue for a considerable period in the future.

e This disclosure must include a description of the nature, extent and timing.

1 Earlier adoption of this Section is permitted.
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This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The publication cannot be relied upon to cover specific

situations and you should not act, or refrain from acting, upon the information contained therein without obtaining specific professional advice. Please contact BDO Canada LLP to

discuss these matters in the context of your particular circumstances. BDO Canada LLP, its partners, employees and agents do not accept or assume any liability or duty of care for any
loss arising from any action taken or not taken by anyone in reliance on the information in this publication or for any decision based on it.
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