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1. WELCOME AND APOLOGIES 

1.1 Members were WELCOMED to the Technical Committee. Apologies were 

NOTED from M Kunene and N Ranchod. 

1.2 The Secretariat NOTED that, because the Minister of Finance had not appointed 

new Board members, the Technical Committee is not properly constituted. There 

are only three members of the Technical Committee at present, which are the 

Chief Executive Officer, and the representatives of the National Treasury and 

Auditor-General. Two of the previous Board members present at the Technical 

Committee are however eligible to have their terms renewed. If renewed, this 

would ensure continuity in the decisions of the Technical Committee. 

1.3 The Secretariat EXPLAINED that, for the documents to be issued for comment, 

they could be issued as staff papers. Issuing the documents in this way ensures 

that the work of the ASB continues and is not substantially delayed.  

1.4 The Technical Committee AGREED with the approach of issuing the documents 

as staff documents, subject to the following:  

 The role of a staff paper should be clearly communicated. A notice should be 

issued in the Government Gazette, a communication drafted to accompany 

the documents, and the branding on the front covers changed.  

 When the Board is properly constituted, the staff papers will be withdrawn 

and, if approved, issued as Exposure Drafts of the Board. The Exposure 

Drafts will be subjected to the Board’s due process outlined in the Preface to 

the Standards of GRAP. The Board could consider a shortened comment 

period as part of its due process given the availability of the document for 

comment as a staff paper.  

Secretariat  

1.5 The Committee ELECTED V Ndzimande to chair the meeting.  

2. CONFIRMATION OF THE AGENDA 

The agenda was CONFIRMED without amendment.  

3. DECLARATIONS OF INTERESTS 

The register of interests was NOTED, and members were REQUESTED to 

update this if necessary.  

Members 

4. MINUTES OF THE PREVIOUS MEETING 

The minutes of the meeting held on 8 November 2017 were TABLED and 

APPROVED without amendment.  

5. MATTERS ARISING FROM THE MINUTES OF THE PREVIOUS MEETING 

5.1 The Secretariat TABLED a summary of the matters arising from the previous 

meetings.  
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5.2 The Secretariat NOTED that for item 7.7 it has scheduled a meeting with the 

MFMA unit at National Treasury to discuss the accounting for unauthorised, 

irregular, and fruitless and wasteful expenditure for 10 April 2018.  

5.3 It was QUESTIONED why items that are completed are reflected on the summary 

of matters arising. The Secretariat EXPLAINED that these items were only 

completed in late November 2017 so they were reflected as outstanding actions 

at the last meeting. These would be removed for the next meeting.  

TECHNICAL ACTIVITIES 

6. ACCOUNTING FOR LANDFILL SITES 

6.1 The Secretariat TABLED the following at the meeting: 

 Memorandum from the Secretariat. 

 Minutes of the project group meetings held on 19 and 22 February 2018.  

 The proposed Guideline on Accounting for Landfill Sites.  

 Proposed Invitation to Comment (ITC).  

Depreciation of land 

6.2 It was NOTED that the Board previously agreed that the land used in the landfill 

and landfill site asset itself should be accounted for separately. Under this 

approach, land would not be depreciated. The Board also considered an 

alternative view where the land and all the facilities constructed on the land are 

combined and accounted for as a single asset that is depreciated over the 

estimated useful life of the landfill site. The Board agreed that the Guideline 

should clarify that judgement should be applied to determine whether land in a 

landfill should be depreciated.  

6.3 It was NOTED that the project group members recommended that the proposed 

Guideline should explain the principle that land and buildings should be 

separated, but that the alternative view of combining the land and the landfill site 

asset should not be illustrated in the proposed Guideline.  

6.4 The Technical Committee DEBATED the recommendation from the project 

group. The principle in GRAP 17 on Property, Plant and Equipment explains that 

land can have a finite useful life in some instances rather than explaining that 

land and structures on it should be combined. An entity needs to apply judgement 

to assess when land will have a finite useful life.  

6.5 It was AGREED that the footnote in paragraph 3.33 should be deleted. The 

section in chapter 2 on measurement of land after initial recognition should 

explain that land in a landfill will usually have an unlimited useful life as, after the 

landfill site stops receiving waste, the land will be rehabilitated and the entity’s 

end-use plan implemented. Entities should, however, apply judgement to assess 

if the land in a landfill will have a limited useful life, for example, where there is no 

rehabilitation and the landfill is not used for an alternative purpose.  

6.6 It was also AGREED that the example in GRAP 17 should be flagged for the next 

improvements project to be undertaken by the Board.  

Secretariat 
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Ongoing monitoring and inspection costs incurred during the operation of the 

landfill site 

6.7 It was NOTED that, in terms of the Minimum Requirements, entities need to 

undertake on-going monitoring and inspection while a landfill site is operational. 

There are no operational consequences if the required monitoring and inspection 

is not undertaken and, as a result, inspection costs should be recognised as an 

expense. It was also observed that these costs should be expensed as they do 

not improve the landfill site asset’s future economic benefits or service potential. 

6.8 Some Technical Committee members INDICATED that they did not support the 

principle of expensing on-going monitoring and inspection costs as and when 

incurred. Other members AGREED with the principle. After some debate it was 

AGREED that: 

 the Guideline should not be prescriptive on the treatment of on-going 

monitoring and inspection costs but should rather explain when these costs 

should be capitalised to the landfill site asset. It was NOTED that this 

principle is explained in paragraph 3.29; 

 the example in paragraph 3.30 should be expanded to illustrate when 

monitoring and inspection costs should be capitalised to the landfill site 

asset; 

 the reference to ”on-going monitoring and inspection” should be amended to 

refer to “monitoring and inspection undertaken during the operation of the 

landfill site” and “monitoring and inspection undertaken after closure of the 

landfill site”; and  

 the second sentence in paragraph 3.32 should be deleted as (a) the 

Guideline should not refer to non-compliance with legal requirements, and 

(b) that the last sentence repeats the principle in the first sentence. 

Secretariat  

Construction of assets required for rehabilitation  

6.9 It was NOTED that guidance on how assets that are constructed when the entity 

commences with the rehabilitation of the landfill site should be accounted for 

where an estimate of the costs to construct these assets is included in the initial 

estimate of the landfill rehabilitation provision.  

6.10 The Technical Committee AGREED with the inclusion of the guidance in chapters 

3 and 4 that explain that (a) the asset should be recognised when it is developed 

or constructed for rehabilitation; and (b) the landfill rehabilitation provision related 

to these assets should be derecognised. 

6.11 It was AGREED that an example should be included in paragraph 3.54 to explain 

the principle.  

Secretariat 
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Proposed Guideline on Accounting for Landfill Sites  

Chapter 2 Accounting for the land in a landfill 

6.12 It was AGREED that the phrase “as part of the entity’s service delivery objectives” 

in paragraph 2.12 (a) should be deleted.  

6.13 It was AGREED that paragraph 2.13 should be amended to indicate that existing 

land can be owned and/or controlled by the entity.  

6.14 It was AGREED that, as land acquired, donated or transferred from a third party is 

also subjected to impairment, the principle that explains that land should be 

assessed for impairment should also be included in this section of the Guideline.   

Chapter 3 Accounting for the landfill site asset 

6.15 It was QUESTIONED whether the principles listed in paragraph 3.7 on when to 

capitalise or expense costs apply to both the development and construction of the 

landfill site asset. It was CONFIRMED that the principles in paragraph 3.7 apply 

to both the construction and development of the landfill site asset. 

6.16 It was AGREED that the list of considerations in paragraph 3.7 should be 

amended to “and” otherwise an entity may decide to capitalise or expense when 

only one criterion is met.  

6.17 It was AGREED that the Secretariat should consider whether the criterion in 

GRAP 31 on Intangible Assets regarding the entity’s ability to complete the landfill 

site asset and to use it, should be included in paragraph 3.7.  

6.18 It was AGREED that paragraph 3.18(b) should refer to insurance costs and not 

just insurance.  

6.19 It was AGREED that paragraph 3.19 should clarify that the assets listed should be 

accounted for as separate assets.  

6.20 The principle in paragraph 3.34 that explains that the depreciation of the landfill 

site asset ceases when the landfill site asset becomes idle or when the landfill site 

is retired from active use was QUESTIONED.  

6.21 It was AGREED that the paragraph will be clarified to explain that depreciation will 

cease when the landfill site no longer receives waste.  

6.22 It was AGREED that paragraph 3.36 should explain that a trench or cell can be a 

significant component of the landfill site asset for purposes of depreciation.  

Secretariat 

6.23 Some editorial comment was NOTED.  

Chapter 4 Accounting for the provision, rehabilitation, closure, end-use and monitoring 

6.24 It was AGREED that the column description “useful life” in example 1 should be 

amended.  

6.25 It was AGREED that the revaluation reserve in example 3 should be reduced to 

explain the accounting where the balance of the revaluation reserve is less than 

the amount of the change in the landfill rehabilitation provision. 
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Secretariat 

6.26 Some editorial comment was NOTED.   

Chapter 5 Other considerations  

6.27 It was DEBATED whether the guidance on aligning existing accounting policies 

with the principles in the Guideline should be expanded. Some Technical 

Committee members were of the view that the paragraph should explain that the 

entity should apply judgement to assess whether aligning its existing principles 

constitutes an error or a change in an accounting policy. Other members were of 

the view that including the reference to GRAP 3 should be sufficient.   

6.28 After some debate it was AGREED that paragraph 5.29 should be expanded to 

explain that when aligning its existing accounting policies with the principles in the 

Guideline, the entity needs to apply judgement to assess if the alignment 

constitutes an error, a change in an accounting policy or a change in an 

accounting estimate. It was also agreed that the paragraph should refer to both 

amendments to accounting policies and estimates.  

6.29 It was QUESTIONED whether the proposed Guideline should explain that a 

landfill site asset and the related landfill rehabilitation provision can arise as a 

result of a transfer of functions. After consideration it was AGREED that an 

explanation should be included in chapter 3.  

6.30 It was QUESTIONED whether the proposed Guideline should provide guidance 

on the accounting of penalties and fines that result from non-compliance with 

licence conditions and/ or the Minimum Requirements. It was AGREED that the 

accounting for fines and penalties that may result from non-compliance should be 

explained in chapter 5.   

Secretariat 

6.31 Subject to the matters agreed, the Technical Committee AGREED that the 

proposed Guideline and accompanying ITC should be issued as a staff paper.  

Secretariat 

6.32 It was AGREED that the amended Guideline should be circulated to the Technical 

Committee for final comment and input prior to publication.   

Secretariat 

7. ACCOUNTING FOR ADJUSTMENTS TO REVENUE 

7.1 The Secretariat TABLED the following at the meeting: 

 Memorandum from the Secretariat. 

 Minutes of the project group meetings held on 7 and 8 February 2018. 

 Proposed Interpretation on Adjustments to Revenue. 

 Proposed amendments to IGRAP 1 Applying the Probability Test on Initial 

Recognition.  

 Proposed Invitation to Comment.  
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Distinction between an error and a change in an accounting estimate 

7.2 It was NOTED that stakeholders indicated that it is difficult to distinguish between 

an error and a change in an accounting estimate given the volume of 

transactions. Currently the Standard of GRAP on Accounting Policies, Changes 

in Accounting Estimates and Errors (GRAP 3) does not provide guidance on this 

distinction.  

7.3 It was NOTED that, in the absence of a specific principle in the Standard of 

GRAP, a new principle cannot be included in the proposed IGRAP to distinguish 

between an error and a change in an accounting estimate. The new proposed 

IGRAP is therefore not specific on whether an adjustment to revenue should be 

accounted for an error or a change in an accounting estimate. As a practical 

solution, clarification has been included in the proposed IGRAP to explain that an 

adjustment to revenue that results from new facts that become known and that 

are outside the control of the entity (external factors), is likely to be accounted for 

as a change in an accounting estimate. An adjustment to revenue is likely to be 

accounted for as an error when new facts become known to the entity that is 

within its control (internal factors), or where the entity was reasonable expected 

to know that the information provided was incorrect.  

7.4 The Technical Committee DEBATED the proposed clarification and the example 

in Appendix A that explains the consideration of external and internal factors. 

7.5 Some Technical Committee members DISAGREED with the inclusion of the 

proposed guidance on the basis that this is not based on a conceptual argument. 

These members were of the view that considering internal and external factors 

should be part of the entity’s internal policy.  

7.6 Other members AGREED that considering internal and external factors is a 

practical way of distinguishing between an error and a change in an accounting 

estimate and stakeholders should be given an opportunity to comment on the 

proposal.  

7.7 After some consideration it was AGREED that: 

 the guidance on internal and external considerations should be retained in 

the proposed IGRAP but that it should be clarified that these considerations 

are only applicable in relation to adjustments to revenue charged in terms of 

legislation or similar means. This clarification should also be added to the 

question included in the ITC;  

 paragraph .19 should be clarified to emphasise that judgement should be 

applied by management when considering internal and external factors; and 

 the lead in to the two considerations should be amended to indicate that they 

are merely examples.  

Secretariat 

Proposed IGRAP on Adjustments to Revenue and amendments to IGRAP 1 

7.8 Members REVIEWED the proposed IGRAP and AGREED the following 

amendments:  
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 The term “error” should be amended to “correction of error” where 

appropriate.   

 The conclusion to example 2 should be elaborated to explain that the 

valuation roll was not enacted and that this resulted in the adjustment to 

revenue charged.  

7.9 Some editorial comment was NOTED.  

Secretariat 

7.10 Members REVIEWED the amendments to IGRAP, and no issues were raised.  

Proposed Invitation to Comment 

7.11 It was AGREED that the second Specific Matter for Comment should:  

 Request respondents to indicate if there are any other considerations, in 

addition to the external and internal factors, that could be considered in 

distinguishing between a change in an accounting estimate and an error.  

 The question should be amended to request respondent’s views on whether 

considering external and internal factors as proposed in paragraph .19 could 

lead to an incorrect assessment of whether an adjustment to revenue is an 

error or a change in an accounting estimate.     

7.12 Some editorial comment was NOTED. 

Secretariat 

7.13 Subject to the matters agreed, the Technical Committee AGREED that the new 

proposed IGRAP, the proposed amendments to IGRAP 1 and the accompanying 

ITC should be issued as a staff paper.  

Secretariat 

7.14 It was AGREED that the revised documents should be circulated to the Technical 

Committee for final comment and input prior to publication.    

Secretariat 

8. TRANSITIONAL PROVISIONS FOR GRAP 34 TO 38 INTERESTS IN OTHER 

ENTITIES  

8.1 The Secretariat TABLED the following at the meeting: 

 Memorandum from the Secretariat.  

 Analysis of the written comment received on ED 157. 

 Analysis of the verbal comment received on ED 157.  

 Proposed transitional provisions for the Standards of GRAP on Interests in 

Other Entities.  

Public consultation process 

8.2 The Secretariat NOTED that limited comment was received from stakeholders on 

ED 157. To obtain additional comment, the Secretariat sent communication to the 

chief financial officers of national and provincial public entities, municipalities and 

municipal entities, requesting them to consider the proposed transitional 
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provisions for the initial adoption of GRAP 34 to GRAP 38. In response to this 

request, comment was received from two municipalities as well as from the Office 

of the Accountant-General.  

8.3 The Technical Committee AGREED that sufficient consultation was undertaken 

on the basis that:  

 The proposed transitional provisions were considered when the International 

Public Sector Accounting Standards (IPSASs) on Interests in Other Entities 

were issued in 2013 for comment. No specific concerns were raised by 

respondents on the proposed transitional provisions included in the IPSASs. 

These transitional provisions formed the basis for the development of the 

local transitional provisions for GRAP 34 to GRAP 38.  

 A roundtable discussion was held with stakeholders during November 2017 

to obtain comment on ED 157.  

 From feedback received from the National Treasury, it was concluded that a 

limited number of entities will be impacted by the adoption of GRAP 34 to 

GRAP 38.  

Proposed effective date for GRAP 34 to GRAP 38  

8.4 It was NOTED that the Invitation to Comment to ED 157 indicated that the Board 

proposes an effective date of 1 April 2019 for GRAP 34 to GRAP 38. It was 

NOTED that the Office of the Accountant-General requested the Board to extend 

the effective date to 1 April 2020 to allow the National and Provincial Treasuries 

and other affected entities more time to prepare for the implementation of GRAP 

34 to GRAP 38.   

8.5 The Secretariat NOTED that the National Treasury indicated that a limited 

number of entities prepare consolidated financial statements. Based on this 

observation, and that affected entities will have 2018 and 2019 to determine 

whether entities need to be included in their consolidation, the Secretariat 

RECOMMENDED that the effective date should not be extended to 1 April 2020.  

8.6 It was NOTED that the effective date needs to be approved by the Board. In the 

absence of a Board, the effective date for GRAP 34 to GRAP 38 may be 

determined as 1 April 2020 if the Board is unable to approve the transitional 

provisions before March 2018. This is because the pronouncements should be in 

the public domain for at least one year prior to the Standards becoming effective.   

Proposed transitional provisions for the initial adoption of GRAP 34 to GRAP 38  

8.7 The Technical Committee RECOMMENDED the proposed transitional provisions 

for the initial adoption of GRAP 34 to GRAP 38 to the Board for its consideration.  

Secretariat  

9. PROPOSED REVISIONS TO GRAP 104 FINANCIAL INSTRUMENTS 

9.1  The Secretariat TABLED the following at the meeting:  

 Memorandum from the Secretariat.  

 Minutes of the project group meetings held on 23 and 26 February 2018.  
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 Proposed revisions to GRAP 104:  

- Main body of the Standard.  

- Application guidance.  

- Consequential amendments to other Standards of GRAP.  

- Implementation guidance.  

- Illustrative examples.  

- Basis for conclusions.  

- Invitation to Comment. 

Issues to be deliberated 

Concessionary loans that are credit impaired on origination 

9.2 The Secretariat NOTED that it had identified issues since the last Board meeting 

on the interaction between concessionary loans and the requirements for 

purchased or originated credit impaired instruments. In particular whether the 

concessionary component includes expected credit losses or whether these 

should be recognised separately on initial recognition.  

9.3 The Secretariat NOTED that from a user perspective, it may be appropriate to 

recognise the loan, the concessionary component and credit losses separately as 

these three components provide different information to the users. For example, 

the concessionary component provides information about the social benefits 

provided, while the credit losses provide information about an entity’s credit risk 

management practices. It was however observed that it is not possible to 

separate the three components under the purchased or originated credit impaired 

model as the discount rate would be a credit adjusted effective interest rate, i.e. a 

rate that includes expected credit losses in the initial measurement at fair value. 

As a result, the concessionary aspects of the loan and the expected credit losses 

would need to be recognised together. At present, the proposal is to recognise 

both components as a social benefit in accordance with the Framework for the 

Preparation and Presentation of Financial Statements (Framework).  

9.4 The Secretariat EXPLAINED that a practical expedient had also been developed 

where an entity cannot determine a reliable fair value for a concessionary loan, 

particularly when it is credit impaired. The practical expedient allows entities to 

measure the loan using the expected cash flows, including credit losses, 

discounted using a rate that reflects the time value of money of a similar 

instrument.  

9.5 The Technical Committee QUESTIONED whether all concessionary loans would 

be considered credit impaired on initial recognition. The Secretariat EXPLAINED 

that an entity would still need to consider whether any of the events listed in the 

definition of a “credit impaired financial asset” is met, and that AG 2.23 provides 

guidance on how to apply the definition to concessionary loans.  

9.6 The Technical Committee QUESTIONED how the IPSASB is planning to 

approach concessionary loans that are credit impaired. The Secretariat 

EXPLAINED that it is liaising with the staff of the IPSASB on the issue, but there 
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is no clear resolution at the moment. It was AGREED that it is important to 

understand the direction the IPSASB is taking on this issue, as well as on 

commitments to provide concessionary loans.  

9.7 The Technical Committee SUPPORTED (a) the proposed recognition of the 

social benefit and expected credit losses as one component, and treated together 

as a social benefit and recognised in accordance with the Framework, and (b) the 

practical expedient. 

Disclosure of concessionary loans 

9.8 The Secretariat NOTED that when commenting on ED 62 Financial Instruments 

issued by the IPSASB, it was observed that more comprehensive disclosure is 

provided on concessionary loans. As a result, preparers suggested that the 

Board should consider including equivalent disclosures in the amendments to 

GRAP 104.  

9.9 The Secretariat OUTLINED the proposed disclosures, and indicated that these 

would apply when the concessionary loan is not purchased or originated credit 

impaired as separate disclosures are proposed for these loans. Project group 

members supported the inclusion of the proposed disclosures as they provided a 

more complete picture to users of the financial statements 

9.10 The Technical Committee SUPPORTED the disclosures. 

9.11 The Secretariat EXPLAINED that the project group debated whether the 

disclosures should be extended to concessionary investments. The project group 

did not believe that the same level of disclosure is needed as there is only likely 

to be a financial instrument and non-exchange component. The Technical 

Committee AGREED with this conclusion.  

9.12 The Secretariat NOTED that it developed separate disclosure requirements for 

concessionary loans that are purchased or originated credit impaired. The 

Secretariat EXPLAINED that it may not be possible to separate the three 

components for recognition because of the issues with the use of the credit 

adjusted effective interest rate, but that it may be possible to provide information 

on the three components on the basis of the undiscounted cash flows. While 

project group members supported the disclosures, the firms questioned whether 

it is practicable to provide the information. Preparers confirmed that the 

information would be necessary to determine the fair value of the financial asset.  

9.13 The Technical Committee SUPPORTED the proposed disclosures.  

Loan commitments 

9.14 The Secretariat EXPLAINED that after the last Board meeting, it was agreed that 

the treatment of loan commitments should be revisited. The Secretariat inserted 

the requirements of IFRS 9 for loan commitments into the main body and 

application guidance of GRAP 104. Two issues required further consideration:  

 The initial measurement of a loan commitment provided in a non-exchange 

transaction and how, or if, fair value can be determined.  

 The measurement of a commitment to provide a concessionary loan.  
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9.15 The Secretariat NOTED that loan commitments may be issued in non-exchange 

transactions, and as a result, there may not be a reliable measure of fair value on 

initial measurement. As a result, the Secretariat proposed introducing the same 

expedient as for financial guarantee contracts, i.e. entities should be permitted to 

recognise loan commitments at their loss allowance when there is no reliable 

measure of fair value.  

9.16 The Technical Committee AGREED that the same principles should be applied to 

loan commitments.  

9.17 The Secretariat EXPLAINED that, because commitments to provide loans on 

below market terms are in the scope of IFRS 9, questions arose about the 

interaction between the initial measurement of a commitment to provide a 

concessionary loan and the measurement of the loan itself.  

9.18 The Secretariat INDICATED that there is merit in initially recognising 

commitments to provide concessionary loans as this provides information about 

an entity’s obligation to provide resources to external parties on unfavourable 

terms. It was also NOTED that it would be useful if the initial measurement 

includes both the concessionary component of the loan to be provided as well as 

the expected credit losses as this provides users with information about the level 

of resources committed/given away/needed to fund the loans. As a result, the 

Secretariat proposed recognising the concessionary component and loss 

allowance together as a social benefit in accordance with the Framework.  

9.19 The Secretariat NOTED that the project groups discussed three potential issues:  

 The initial recognition of the social benefit component and loss allowance 

together and whether this raises issues for the subsequent measurement of 

the loss allowance. It was agreed that there should be no issues as the entity 

would have initially calculated the loss allowance, and it is a matter of 

tracking any changes subsequently. It was agreed that this should be 

explained in the basis for conclusions.  

 Whether an entity applies the same effective interest rate from initial 

recognition, or would this change with each draw down. It was agreed that 

the rate should remain unchanged from initial recognition, particularly 

because the social benefit component is recognised before any draw downs 

on the loan. It was agreed that this should be explained in the application 

guidance.  

 How to treat an unutilised loan commitment on its expiration. It was agreed 

that an entity merely derecognises the facility.  

9.20 The Secretariat EXPLAINED that it included guidance in AG5.19B explaining that 

the effective interest rate is not changed with each draw down of the facility. It 

was also INDICATED that the struck through paragraph between AG5.100 and 

AG5.101 needed to be re-instated.  

9.21 The Technical Committee QUESTIONED whether there was any explicit 

guidance in IFRS 9 on this issue. The Secretariat NOTED that the paragraph to 

be re-instated indicates that each draw down is not seen as a new financial 
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instrument, but other than this, no explicit guidance is provided on the effective 

interest rate.  

9.22 The Technical Committee SUPPORTED the proposed approach.  

Material financing transactions 

9.23 The Secretariat NOTED that GRAP 104 includes guidance on material financing 

transactions and how to assess whether receivables or payables need to be 

discounted on initial recognition. Some stakeholders questioned whether the 

practical expedient in IFRS 15 Revenue from Contracts with Customers should 

be included in the revisions to GRAP 104. The practical expedient indicates that 

receivables need not be discounted if the transaction will be settled within 12 

months. The Secretariat NOTED that while no specific issues were raised on the 

existing guidance, the practical expedient may be easier to apply as it creates a 

rule. As the IPSASB also plans to issue an equivalent of IFRS 15, the practical 

expedient would be consistent with the potential direction taken internationally for 

revenue transactions. 

9.24 The Secretariat NOTED that diverse views were expressed by the project groups. 

Preparers generally supported the use of the practical expedient as a “rule” of 

less than 12 months is easier to apply. They also believed the expedient should 

apply to both receivables and payables as this was the approach generally 

applied in practice. The firms were concerned about applying the expedient to 

payables, as this seemed to conflict with legislation that requires entities to settle 

obligations in 30 days from receipt of invoice.  

9.25 The Secretariat INDICATED that, on balance, it believed the existing guidance 

should be retained and the issue re-considered when the ASB discusses an IFRS 

15 equivalent.  

9.26 The Technical Committee broadly SUPPORTED the view that the practical 

expedient should not be introduced. Members QUESTIONED whether there is 

any need for guidance on discounting and whether a more principles-based 

approach could be adopted. It was also QUESTIONED whether the same 

expedient needs to apply to both receivables and payables.  

9.27 The Secretariat EXPLAINED that the existing guidance was added to respond to 

divergence in practice about whether, for example, 30 day interest free credit 

periods (for either receivables or payables) required discounting. The current 

guidance requires entities to consider practice in their industry in deciding if 

discounting should be considered. At the initial stages of the project, it was 

agreed that the existing guidance should be retained.  

9.28 The Technical Committee SUPPORTED retaining the guidance, but observed 

that the guidance may need to be revisited once IFRS 15 is issued.  

Secretariat 

Main body of Standard and application guidance 

9.29 The main body and application guidance of the Standard were REVIEWED. No 

issues were raised.  



 

14 

 

Consequential amendments 

9.30 The Secretariat EXPLAINED the process followed to develop the consequential 

amendments, and that these are based on amendments proposed by the IASB in 

IFRS 9, the IPSASB in ED 62, and taking into account revisions made by the 

Board to the previous requirements of GRAP 104. In particular, the Secretariat 

highlighted the amendments to GRAP 1 Presentation of Financial Statements to 

include guidance on the components of net assets, and IGRAP 1 Applying the 

Probability Test on Initial Recognition which proposes excluding the recognition 

of interest revenue.  

9.31 The Technical Committee AGREED with the proposed consequential 

amendments.  

Implementation guidance and illustrative examples 

9.32 The Secretariat NOTED that when GRAP 104 was originally issued, it included 

implementation guidance and illustrative examples in a single appendix. When 

GRAP 104 became effective, the appendix was deleted as its contents were 

meant to be included in the GRAP 104 guideline issued by the National Treasury. 

Limited information was however included in the GRAP 104 guideline. 

9.33 The Secretariat NOTED that the implementation guidance is critical to 

understanding certain concepts in the Standard. As a result, the Secretariat 

proposed separating the implementation guidance and illustrative examples, and 

retaining the implementation guidance once the Standard becomes effective.  

9.34 The Technical Committee SUPPORTED this proposal.  

9.35 The Secretariat EXPLAINED the process followed to develop the implementation 

guidance and illustrative examples.  

9.36 The Technical Committee INDICATED that example 22 in the implementation 

guidance should be expanded to deal with the situation when a concessionary 

loan is credit impaired, and the related disclosure illustrated.  

Secretariat  

Basis for conclusions 

9.37 The Technical Committee REVIEWED the basis for conclusions. No 

amendments were proposed.  

Invitation to Comment 

9.38 The Secretariat EXPLAINED that the Invitation to Comment included questions 

for the areas where significant changes are proposed to GRAP 104. A summary 

of the significant changes will be published with the Invitation to Comment.  

9.39 The Technical Committee SUPPORTED the Invitation to Comment.  

Comment period and next steps 

9.40 Subject to the change agreed to the examples, the Technical Committee 

AGREED that the proposed document should be issued as a staff paper.  
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9.41 The Technical Committee RAISED concerns about the volume of material for 

stakeholders to read. The Committee SUGGESTED having a longer comment 

period than normal to allow stakeholders to read and understand the changes in 

order to respond.  

9.42 The Secretariat NOTED that the work programme initially proposed finalising the 

amendments in the fourth quarter of 2018. However, in order to consider the work 

of the IPSASB on the issues related to concessionary loans and loan 

commitments, the Secretariat proposes moving the finalisation of the 

amendments to GRAP 104 to the first quarter of 2019. This would also allow a 

longer comment period, as it could close early/mid December 2018.  

9.43 The Technical Committee SUPPORTED the change in timing of the project. They 

however QUESTIONED whether this would affect the performance targets. The 

Secretariat EXPLAINED that only the quarterly targets would be affected.  

9.44 The Secretariat INDICATED that it has also been thinking about the 

communication material that is made available to stakeholders when the 

document is issued for comment (either as a staff paper or an Exposure Draft). 

The Secretariat NOTED that it may develop two different Executive Summaries – 

one for “simple” financial instruments, and one for all instruments/more complex 

instruments.  

9.46 The Technical Committee SUPPORTED the development of this additional 

material, but noted that it may take time to develop and that this should be 

considered in deciding on the comment period. 

10. APPLYING MATERIALITY IN THE PREPARATION OF THE FINANCIAL 

STATEMENTS 

10.1 The Secretariat TABLED the following documents at the meeting: 

 Memorandum from the Secretariat 

 Minutes of project group meetings held in February 2018 

 Proposed Guideline on The Application of Materiality to Financial Statements 

 Flowcharts for assessing materiality 

10.2 The Secretariat NOTED that at the Board meeting held in September 2017, the 

Board considered issues identified in the project brief and the proposed structure 

and outline of the proposed Guideline. 

10.3 The Secretariat NOTED that, in line with the project brief, the first draft of the 

proposed Guideline has been developed. The first draft does not include case 

studies and examples, as these will be considered by the Technical Committee in 

the second quarter when the final draft of the proposed Guideline, the proposed 

amendments to GRAP 1, as well as the accompanying Invitation to Comment will 

be considered. 

Deliberation of the issue on assessing the cumulative effect of applying 

accounting policies 

10.4 The Secretariat PROVIDED background to the issue. The Secretariat 

EXPLAINED that the proposed Guideline indicates that materiality assessments 
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should consider both qualitative and quantitative factors, and discusses the 

interaction between those factors. The Secretariat believes that this approach 

helps resolve the issue on the assessment of the cumulative effect of applying 

accounting policies. 

10.5 The Technical Committee NOTED that there are two issues that need to be 

considered separately: 

 Whether the assessment of materiality should consider both quantitative and 

qualitative factors, and the level of interaction between these factors when 

assessing materiality.  

 The treatment of the assessment of the cumulative effects of applying 

accounting policies. 

10.6 The Secretariat EXPLAINED that the flowcharts were prepared to illustrate the 

interaction between qualitative and quantitative factors when assessing 

materiality. 

10.7 The Technical Committee broadly SUPPORTED the approach followed in the 

proposed Guideline, particularly the discussion in paragraphs 5.21 to 5.31 but 

was not in favour of the use of flowcharts. The discussion in the proposed 

Guideline is sufficient and explains clearly what entities should consider when 

assessing materiality.  

10.8 It was SUGGESTED that the Secretariat considers including the guidance in 

paragraph .53 of the IASB’s Practice Statement 2. 

Secretariat 

10.9 Some members QUESTIONED how an entity accounts for the change in 

assessment, where it had assessed in prior periods that the application of an 

accounting policy is immaterial but concludes differently in a subsequent period. 

10.10 The Secretariat EXPLAINED that in such cases an entity would account for the 

change in assessment retrospectively as a change in accounting policy. 

10.11 Some members ARGUED that a retrospective change implies that an entity had 

made an error in applying its accounting policies. 

10.12 The Secretariat EXPLAINED that the change in assessment is not an error, as at 

the time of the initial assessment of accounting policies, the entity concluded that 

it does not need to recognise, measure, present or disclose information in 

accordance with the specific requirements outlined in the Standards of GRAP, as 

the effect of applying those requirements was immaterial.  

10.13 The Secretariat PROVIDED an example of the impact of the cumulative effect of 

applying an accounting policy relating to the consolidation of a controlled entity. 

Entities are required to apply the consolidation requirements in GRAP 6 when the 

effect of applying those requirements is material. When the effect of applying 

such an accounting policy is immaterial, an entity will depart from the specific 

requirements in GRAP 6 and not consolidate its controlled entities. However, an 

entity is also required to review its accounting policies on an on-going basis to 

assess whether they are still appropriate, and to ensure that material items are 

accounted for in accordance with the Standards of GRAP. If in a subsequent 
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period, an entity assesses that the cumulative effect of applying a particular 

accounting policy is material, then it will be required to consolidate those 

controlled entities retrospectively as a change in accounting policy in accordance 

with GRAP 3.  

10.14 It was NOTED that the requirement to assess the cumulative effect of applying 

accounting policies is onerous, and some members were unsure whether it is a 

requirement of the Standard. They instead suggested that accounting policies 

should be applied based on assessments of materiality for specific transactions 

or events in a particular year. This however implies that an entity may flip flop 

between accounting treatments for the same transactions based on whether 

those transactions are material or immaterial in a particular period.   

10.15 It was AGREED that the issue will not be resolved in this meeting as no 

agreement could be reached on the correct treatment. 

10.16 The Secretariat was DIRECTED to engage with the staff of the IASB to ascertain 

the correct accounting treatment of the application of an accounting policy that 

was immaterial in prior periods but material in the current period’s financial 

statements. It was also AGREED that specific examples should be considered 

and tested based on the approaches described in the proposed Guideline and 

those proposed by some members.  

Secretariat 

Page-by-page review of the proposed Guideline 

10.17 The Technical Committee REVIEWED the first draft of the proposed Guideline, 

and no amendments were noted. 

10.18 It was AGREED that the Technical Committee will consider the final draft, 

including the case studies and examples, at its next meeting.  

11. PREPARATION OF CONSOLIDATED FINANCIAL STATEMENTS REQUIRED 

IN LEGISLATION 

11.1 The Secretariat TABLED the following at the meeting:  

 A memorandum from the Secretariat.  

 Project Brief on Practical issues relating to consolidated financial statements.  

11.2 The Secretariat PROVIDED a background to the project. The Secretariat NOTED 

that, in the first phase of the project, research was undertaken to understand 

challenges experienced by national and provincial treasuries in preparing the 

national and provincial consolidated financial statements. The sources of 

information considered and stakeholders consulted were explained, along with 

the review of international practice. 

Technical issue 1: Basis of preparation – Application of control 

11.3 The Secretariat EXPLAINED that the issue identified by the National Treasury is 

that the PFMA requires a consolidation to be prepared in accordance with 

generally recognised accounting practice (Standards of GRAP) and specifies the 

entities to be consolidated. It is unclear whether these entities are controlled in 
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terms of Standards of GRAP. A further concern of the National Treasury was that 

no controlling entity could be identified. 

11.4 Following a review of the requirements of the PFMA, the Standards of GRAP, 

and the current basis of preparation, the Secretariat EXPLAINED that the 

following was established: 

 GRAP 6 does not require a controlling entity to be a separate legal entity.  

 The definition of control in GRAP 6 Consolidated and Separate Financial 

Statements (and GRAP 35 Consolidated Financial Statements) is similar to 

the definition of ownership control used in the PFMA, with reference to 

public entities to be included in the consolidation. 

 By requiring the consolidation of all entities that are controlled by the 

appropriate branch of government to be consolidated, the intention of the 

PFMA was to provide a holistic picture of government’s finances for 

accountability and decision-making purposes. 

 The Executive branch of government is the branch that would control the 

entities required to be consolidated in terms of GRAP 6. 

 It is unclear if all entities required to be consolidated by the PFMA will meet 

the definition of controlled entities in GRAP 6. It is also unclear whether 

there are other entities that are controlled entities in accordance with 

GRAP 6 that are not currently included in the PFMA consolidation. 

11.5 Based on what was established, the Secretariat NOTED the following views and 

proposals: 

 The National Treasury should assess whether the effect of consolidating 

entities included in the PFMA that do not meet the definition of control in 

GRAP 6, as well as not consolidating entities not included in the PFMA that 

do meet the definition of control in GRAP 6, is material to the consolidated 

financial statements.  

 If the effect of consolidating particular entities, or not, is immaterial, the 

consolidation prepared in accordance with the PFMA will materially comply 

with the requirements of GRAP 6 and compliance can be asserted in the 

basis of preparation. 

 If the effect of consolidating particular entities, or not, is material, a 

consolidation prepared in accordance with the PFMA will not comply with 

the requirements of GRAP 6 and the basis of preparation is not in 

accordance with the Standards of GRAP. In this case, the National 

Treasury should assess if it has departed from the requirements of the 

Standards of GRAP to achieve fair presentation in accordance with GRAP 

1 Presentation of Financial Statements.  

 These views and proposals should be communicated in a letter to the OAG. 

11.6 The Technical Committee AGREED with the views and proposed communication. 

A member NOTED that the letter to the OAG should make it clear that materiality 

is not applied to the requirements in legislation. The PFMA should be complied 

with in full, with the difference between the PFMA and GRAP 6 being assessed. 
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Technical issue 2: Eliminating inter-entity transactions 

11.7 The Secretariat NOTED that a view was expressed that eliminating all inter-entity 

transactions may result in an inappropriate reduction of government’s revenue 

and the cost of government’s activities in the consolidated financial statements.  

11.8 The Secretariat NOTED its view that the requirement of GRAP 6.41 to eliminate 

all inter-entity transactions in full is appropriate for the consolidated financial 

statements as it will result in information about government’s activities with 

external parties being included in the consolidated financial statements, which is 

in line with the purpose of the consolidation.  

11.9 The Technical Committee SUPPORTED this view and that no further action is 

needed.  

Technical issue 3: Presentation of budget and actual information 

11.10 The Secretariat NOTED that uncertainties exist regarding whether GRAP 24 

Presentation of Budget Information applies to the legislated consolidations. It was 

NOTED that the National Treasury has concluded that there is no publicly 

available consolidated budget that is comparable to the legislated consolidations 

and therefore GRAP 24 does not apply.  

11.11 This was SUPPORTED by the Technical Committee. A member NOTED that it 

could be worthwhile including the requirements of GRAP 24 in the letter to the 

OAG and that this should be assessed in future, as the scope of the consolidated 

budget and consolidated financial statements are being aligned. 

Practical issues 

Process to eliminate inter-entity transactions 

11.12 The Secretariat NOTED a number of difficulties shared by the National Treasury 

with the process to eliminate inter-entity transactions.  

Differing reporting periods:  

11.13 The Secretariat EXPLAINED the following regarding the National Treasury’s 

concern regarding different reporting periods: 

 The current treatment of different reporting periods may need to change 

when the new requirements in GRAP 35 are introduced, particularly because 

GRAP 35 does not refer to a difference in reporting periods of less than three 

months, which is explicit in GRAP 6.  

 The Secretariat compared the requirements of GRAP 6 with the 

requirements of GRAP 35 and found that there should be no impact on the 

National Treasury’s current consolidation process as a result of the change 

in GRAP 35. 

11.14 A member NOTED that the concern was raised by the National Treasury 

previously and enquired what the difficulty is that they foresee with applying 

GRAP 35. The Secretariat NOTED that the difficulty seems to relate to a 

misunderstanding that “the latest available information” referred to in GRAP 35 

implies that audited financial statements should be used. It seems as if the 

National Treasury and AGSA have agreed on a suitable approach, and there is 

concern that this may need to be revisited with GRAP 35 being issued.  
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11.15 The Secretariat NOTED its view that no action is required by the Board in relation 

to the practical issues, which was SUPPORTED by the Technical Committee.  

11.16 The way forward was NOTED and that the Secretariat will continue to involve the 

National Treasury in developing pronouncements, and monitor the environment 

as it matures. 

11.17 A member ASKED how the project will be finalised in the absence of a Board. 

The Secretariat NOTED that the proposals agreed by the Technical Committee 

will be presented to the new Board for approval before further actions are taken. 

12. EMERGING ISSUES  

12.1 The Secretariat TABLED a memorandum at the meeting outlining feedback on 

emerging issues previously discussed at the Technical Committee and/or Board 

meetings. The Secretariat PROVIDED an overview of events that have taken 

place since issuing the memorandum in February.  

Heritage assets 

12.2 The Secretariat EXPLAINED that in the inception report received from the North 

West University, issues related to the measurement of heritage assets were 

observed. The report recommended further analysis of the practices in other 

countries. A student at the University is doing her Master’s degree in heritage 

assets, and Professor Schutte is going to suggest that she undertake this 

analysis as part of her research.  

12.3 The Secretariat PROVIDED feedback from its meeting with the Department of 

Arts and Culture and the museums that report to the Department, on 7 March 

2018. The more significant items discussed include the following:  

 Some entities still need to prepare asset registers, and that specialist skills 

are needed to undertake this work.  

 Preparers acknowledged that the implementation of GRAP 103 had 

highlighted poor museum practice.  

 The museums, despite having funds made available to them, were 

constrained in terms of the resources available to them to apply the 

Standards.  

 Issues were raised in terms of the application of materiality and the 

perceived need to use external valuers.  

 Whether the cost model can be applied after the revaluation model was 

selected on initial adoption of the Standard.  

 Technical issues were raised about the classification of assets, both across 

the asset Standards as well as within GRAP 103, the separate disclosure of 

repairs and maintenance on heritage assets, items denominated in foreign 

currency, and accounting for items on loan. The Secretariat has requested 

the Department to provide more information on these issues to assess if 

further guidance is needed.  

12.4 The Secretariat NOTED that some audit-related issues were raised at the 

meeting. These will be discussed with the AGSA at a meeting in early April.  
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12.5 The Secretariat TABLED a letter received from the National Library of South 

Africa requesting that the ASB:  

 Make the transitional provisions for GRAP 103 prospective.  

 Develop guidance on the classification of library collections.  

 Provide a capitalisation threshold for the Library.  

12.6 The Secretariat INDICATED that it responded to the entity indicating that (a) 

prospective application was discussed and rejected by the Board, and that any 

change in the transitional provisions would need to follow a due process, and (b) 

the development of implementation guidance is outside the ASB’s mandate.  

Application of Directive 12 

12.7 The Secretariat NOTED that no additional issues had been raised on the 

application of the Directive. The outreach event at the Public Entity CFO Forum is 

only likely to happen in the second half of April.  

Accounting by Principals and Agents 

12.8 The Secretariat NOTED that apart from the presentation at the February 

Accounting Forum meeting, there were no further discussions on this issue.  

12.9 The National Treasury NOTED that the issue on principals and agents was not 

discussed at the recent PAG Forum. The focus of the discussion at that Forum 

was on the classification of expenses as exchange or non-exchange in terms of 

the Modified Cash Standard.  

Request for exemption from preparing consolidated financial statements 

12.10 The Secretariat NOTED that it had met with the entities that requested exemption 

from consolidating controlled entities or applying the equity method in accounting 

for entities where it had significant influence. Based on the types of arrangements 

discussed, the Secretariat did not believe that the entities qualified for any of the 

exemptions in GRAP 6 Consolidated and Separate Financial Statements, GRAP 

35 Consolidated Financial Statements, GRAP 7 Investments in Associates, or 

GRAP 36 Investments in Associates and Joint Ventures.  

12.11 The Technical Committee SUPPORTED the position reached by the Secretariat.  

13.  ADMINISTRATION 

13.1 The Secretariat TABLED a report outlining the progress to date in achieving the 

targets for 2017/18 as well as an updated work programme.  

13.2 The Secretariat NOTED that, although there may not be a Board in place before 

the 31st of March to formally approve and/or issue the relevant documents, the 

quarterly and annual targets were met. 

13.3 The Technical Committee AGREED that the relevant documents have been 

developed, and that the absence of a Board to approve and/or issue the 

documents is outside the Secretariat’s control. It was AGREED that this should 

be highlighted in the Annual Report.  

Secretariat 
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14. INTERNATIONAL STANDARD SETTING 

14.1 The Secretariat TABLED the highlights of the December 2017 IPSASB meeting. 

It was NOTED that the Concurrent Exposure Drafts on Leases and the Strategy 

and Work Plan had been issued by the Secretariat.  

14.2 The Secretariat PROVIDED verbal feedback on the March 2018 meeting. The 

key decisions of the IPSASB were NOTED:  

 Revenue – Explore the feasibility of applying the approach proposed by 

the XRB in New Zealand in its comments on the Consultation Paper.  

 Non-exchange expenses – Delay consideration of the comments until the 

comments have been received on ED 63 Social Benefits.  

 Financial instruments – The Task Force is to consider the issues raised 

by respondents.  

 Public sector measurement – The objective of the Exposure Draft was 

discussed and changes agreed.  

 Improvements to IPSAS – Approved as an Exposure Draft.  

14.3 The comment letters on ED 62 Financial Instruments and the Consultation Paper 

on Revenue and Non-exchange Expenses were NOTED.  

14.4 The Secretariat TABLED the draft comment letter on ED 63 Social Benefits for 

the Committee’s consideration. The Secretariat EXPLAINED that the comment 

letters are not usually reviewed by the Technical Committee prior to them being 

issued. As there is substantial disagreement with the view proposed in the 

Exposure Draft, the Secretariat wanted the Technical Committee to review the 

letter before being sent to the IPSASB.  

14.5 The Secretariat EXPLAINED that, based on its consultations with stakeholders, 

there was no support for the approach to the recognition of social benefits in ED 

63. Stakeholders believed that the liabilities of government would be understated, 

and also noted potential application issues with the proposed approach. 

Stakeholders supported the alternative view expressed in the Exposure Draft.  

14.6 The Technical Committee SUPPORTED the position reached. It was AGREED 

that the comment letter need not be reviewed by the Board, and that the 

comment letter should be submitted to the IPSASB.  

Secretariat 

15.  FUTURE MEETINGS 

The future meeting dates for 2018 were NOTED. 

GENERAL  

Members were THANKED for their participation and the meeting was ADJOURNED at 

15:00.  
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