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BACKGROUND TO THE PROJECT 

1. The Accounting Standards Board (hereafter referred to as the Board) approved two 

Exposure Drafts in May 2018 dealing with adjustments to revenue, i.e. a proposed 

Interpretation of the Standards of GRAP (IGRAP) on Accounting for Adjustments to 

Revenue (ED 164) and proposed amendments to IGRAP 1 Applying the Probability 

Test on Initial Recognition Revenue (ED 165). Comment on ED 164 and ED 165 was 

due on 31 August 2018.  

2. The written and verbal comment received on ED 164 and ED 165, along with the 

proposed amendments to the proposed Interpretations, was discussed at two project 

group meetings held on 15 and 16 October 2018.  

3. At its meeting held on 13 November 2018, the Technical Committee considered the 

summaries of written and verbal comment on ED 164 and ED 165, the project group’s 

proposed responses thereto and the proposed Interpretations. Subject to changes 

being made, the Technical Committee recommended the proposed pronouncements to 

the Board for approval. 

PURPOSE OF THIS MEMORANDUM  

4. The objective of the memorandum is to present to the Board the proposed IGRAP on 

Accounting for Adjustments to Revenue and proposed amendments to IGRAP 1 for its 

consideration. This memorandum also outlines an overview of the consultation process 

as well as the issues and other matters that were debated by the Technical Committee 

which requires the Board’s input.  
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CONSULTATION PROCESS 

5. At the close of the comment period, the Board received three comment letters. In 

addition, the Department of the Free State Province issued a questionnaire to which a 

number of entities in the Free State responded. Verbal comments were also received 

from preparers, auditors and consultants through workshops, roundtable discussions 

or other meetings.  

6. In considering whether sufficient consultation was undertaken, the Technical 

Committee compared the stakeholders identified in the project brief to those consulted. 

The Technical Committee concluded that stakeholders were given sufficient 

opportunity to participate in the Board’s due process, after taking the following into 

consideration:  

 Where face-to-face consultations could not be undertaken with the stakeholders 

identified in the project brief, these stakeholders were invited to other engagements 

where the proposed Interpretations were discussed. 

 A request for input on ED 164 and ED 165 was sent to the Chief Financial Officers 

of public entities through the Office of the Accountant-General requesting them to 

comment on the proposals in the Interpretations. 

 The key public entities that will be impacted by the new guidance, provided 

feedback on the Exposure Drafts. The Technical Committee considered that other 

public entities are likely to have processes in place to account for adjustments to 

revenue. 

7. Based on these observations, the Technical Committee concluded that sufficient 

consultation was undertaken with key stakeholders.  

ACTIONS REQUESTED #1 

The Board is requested to CONFIRM the conclusion by the Technical Committee on 

the sufficiency of the due process.  

ISSUES RAISED BY RESPONDENTS DURING THE COMMENT PERIOD AND DEBATED 

BY THE TECHNICAL COMMITTEE  

Application of the proposed IGRAP on Accounting for Adjustments to Revenue to 

revenue that arises from contractual arrangements  

8. The Board initially agreed that the proposed IGRAP should clarify the accounting for 

adjustments to exchange and non-exchange revenue that is charged in terms of 

legislation or similar means, following the completion of a review, appeal or objection 

process, as provided for in legislation or similar means. During the comment period, a 

respondent questioned whether the guidance in the proposed IGRAP could also be 

applied to adjustments to revenue that arises from contractual arrangements. 

9. The Technical Committee agreed that the principles in the proposed IGRAP can be 

applied, by analogy, to the adjustments to revenue that arises from contractual 

arrangements, particularly if disputes or other adjustments arise and are resolved 

using similar mechanisms to those outlined in ED 164. The Technical Committee 

based its recommendation on the fact that: 
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(a) irrespective of how revenue is charged, i.e. through legislation or similar means or 

contractual arrangements, assessing whether an adjustment to the recognised 

revenue is a correction of an error or a change in an accounting estimate in terms 

of GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors, will 

be similar; and  

(b) the proposed IGRAP does not establish new principles, but merely sets out the 

consensus on the appropriate treatment of adjustments to recognised revenue 

based on the principles in GRAP 3.    

10. Paragraph .04A, along with paragraphs for the basis for conclusions (see BC 9C and 

BC9D, and the amendment to BC13), have been included in the proposed IGRAP (see 

attachment 4(b)).  

ACTIONS REQUESTED #2 

The Board is requested to CONFIRM: 

(a) the conclusion by the Technical Committee that the principles in the proposed 

IGRAP may be applied, by analogy, to revenue that arises from contractual 

arrangements where the fact patterns are similar; and 

(a) the proposed amendments as included in paragraph .04A, BC9C, BC9D and 

BC13.  

Effective date of the proposed pronouncements  

11. From the consultation process, it was noted that stakeholders had different views on 

the effective date of the proposed IGRAP and the amendments to IGRAP 1. Some 

stakeholders requested the Board to make the changes effective as soon as possible 

to address divergent practice, while others indicated that the effective date should be 

delayed due to other reforms currently taking place, such as mSCOA.  

12. The Technical Committee supported the project group’s recommendation of an 

effective date for financial years commencing on or after 1 April 2020, based on the 

fact that:  

(a) the principles in the proposed IGRAP are based on the principles in GRAP 3 that 

has been effective for a number of years; and    

(b) divergent practice needs to be addressed as a matter of urgency.  

ACTIONS REQUESTED #3:  

The Board is requested CONFIRM the effective date of 1 April 2020.  

FINALISATION OF PROPOSED IGRAP ON ACCOUNTING FOR ADJUSTMENTS TO 

REVENUE 

Re-exposure of proposed IGRAP on Accounting for Adjustments to Revenue 

13. In line with the Board’s policy on the re-exposure of pronouncements issued for 

comment, the Technical Committee considered an analysis by the Secretariat to 

evaluate if the re-exposure of the proposed IGRAP is necessary.  
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14. Based on this analysis, the Technical Committee agreed that the proposed IGRAP 

does not need to be re-exposed as no substantial amendments were made to the 

guidance or principles included in the proposed IGRAP. The scope of the proposed 

IGRAP remained unchanged. 

ACTIONS REQUESTED #4:  

The Board is requested to CONFIRM that re-exposure is not required.  

Approval of the proposed IGRAP and the amendments to IGRAP 1 as final 

pronouncements 

15. Respondents supported the proposed IGRAP and the amendments to IGRAP 1. Other 

than the recommendation to clarify the application of the proposed IGRAP to 

adjustments to revenue arising from contractual arrangements, minor editorial 

comment and requests to clarify some principles and illustrative examples, were noted.  

16. Subject to changes proposed by the Technical Committee, the Committee 

recommended the proposed IGRAP and the amendments to IGRAP 1 to the Board for 

approval as final pronouncements.  

ACTIONS REQUESTED #5:  

The Board is requested to: 

(a)  REVIEW the proposed IGRAP on Accounting for Adjustments to Revenue, and the 

proposed amendments to IGRAP 1 (see attachments 4(b) and 4(c); and 

(b)  if appropriate APPROVE the Interpretations as final pronouncements.   


