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TO:  MEMBERS OF THE TECHNICAL COMMITTEE      

FROM:  AMANDA BOTHA 

SUBJECT: USE OF STANDARDS OF GRAP BY PUBLIC SECTOR ENTITIES THAT 

APPLY IFRS STANDARDS  

DATE:  29 OCTOBER 2018 

FILE REF: ATTACHMENT 6 

BACKGROUND AND PURPOSE     

1. At the Technical Committee meeting held in September 2018, members:  

(a) noted concerns raised by project group members on the development of the 

proposed guidance on the use of Standards of GRAP by public sector entities 

that apply IFRS Standards; and 

(b) made recommendations to the Board on how the project should progress.  

2. The Board at its meeting held on 27 September 2018 considered the Technical 

Committee’s recommendations and agreed that:  

 as the Public Finance Management Act, Act No 1 of 1999, as amended, mandates 

the Board to determine the reporting framework for all entities in the public sector, 

the Board is the appropriate authority to issue guidance to public entities that 

apply IFRS on the application of IAS 8 when formulating an accounting policy;  

 a Directive is the appropriate mechanism to provide this guidance. Directives are 

secondary legislation that public entities applying IFRS Standards need to 

consider to ensure compliance with their legislative reporting requirements. Public 

entities that apply IFRS have a level of accountability beyond the IFRS Framework 

because they are organs of state;   

 the proposed Directive should merely provide guidance on what to do when an 

IFRS Standard does not deal with a specific transaction or issue, rather than being 

authoritative;  
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 the proposed Directive will not be applicable to all entities that apply IFRS 

Standards, but only to those entities that meet the criteria in the Directive on The 

Selection of an Appropriate Reporting Framework by Public Entities to apply IFRS; 

and 

 the proposed Directive should explain (a) when it will be permissible to use the 

pronouncements of another standard setter; and (b) that a pronouncement of 

another standard-setter may not be considered if an IFRS Standard exists for a 

transaction or event, and/or to achieve a specific outcome that will be different, 

had an IFRS Standard been considered.  

3. As the Financial Reporting Standards Council (FRSC) is the standard setter for entities 

that apply IFRS Standards, the Board agreed that the FRSC should be consulted on 

the development of the proposed Directive prior to its issue as an Exposure Draft. The 

objective of the engagement with the FRSC is to: 

(a) consult the FRSC on the technical aspects in the proposed Directive;  

(b) request the FRSC to make a recommendation to public entities that apply IFRS 

to consider Standards of GRAP when developing an accounting policy in the 

absence of an IFRS Standard dealing with a specific transaction or event; and  

(c) obtain comment from the FRSC on whether they concur with the Board’s view 

that no conflict exists between the GRAP Conceptual Framework and the IFRS 

Conceptual Framework (hereafter referred to as the two conceptual 

frameworks).  

4. As the Chairman of the FRSC directed the Secretariat to first engage with the 

Financial Reporting Technical Committee (FRTC), the Secretariat attended the FRTC 

meeting on 18 October 2018 to obtain input on the key issues as directed by the 

Board, prior to engaging with the FRSC.  

5. The objective of this memorandum is to provide feedback to the Technical Committee 

on the engagement that took place with the FRTC on 18 October 2018.  

INPUT AND FEEDBACK FROM THE FRTC ON THE DEVELOPMENT OF THE 

PROPOSED DIRECTIVE   

6. The FRTC noted the matters agreed by the Board as outlined in paragraph 2. The 

following comment was noted from the FRTC:  

(a) It is unlikely that a meeting will be scheduled for the FRSC in 2018 as the Board 

is not yet constituted as required by the Companies Act.  

(b) Some members questioned whether the proposed Directive will be applied by 

more entities other than those anticipated by the Board. The Secretariat noted 

that, in terms of the Board’s legislative mandate, it can only issue guidance to 

public entities.  

(c) Neither the FRSC, nor the FRTC can prohibit the Board from developing 

guidance for public entities, as the Board is the standard-setter for these entities 

in terms of legislation. As such, agreement need not be reached with the FRSC 

on the guidance developed, but that the FRSC should merely be consulted on 

the content of the Directive in order to provide technical input.  
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(d) The FRTC requested that the draft Directive be discussed at their next meeting, 

scheduled on 20 November 2018. The FRTC will then make a recommendation 

to the FRSC on the technical principles outlined in the proposed Directive. 

(e) On requesting input on whether the FTRC members had any comment on 

whether a conflict exists between the two conceptual frameworks, members did 

not provide an immediate reaction. Some members indicated that they will 

circulate the proposed Directive to the technical teams within their organisation 

to obtain views on differences between the two conceptual frameworks that 

could result in conflict and that this will be discussed in more detail at the 

November meeting.  

NEXT STEPS 

7. Based on the initial engagement with the FRTC, the Secretariat will: 

(a) discuss the draft Directive, incorporating comment received from the Board at its 

previous meeting, at the next FRTC meeting for technical input; and  

(b) present to the FRTC, a high level comparison between the two conceptual 

frameworks to assist with the debate on whether a conflict exists between the 

two conceptual frameworks.  

8. An engagement will be scheduled with the FRSC when a FRSC meeting date is 

confirmed.  

ACTION REQUIRED 

The Technical Committee is requested to NOTE the feedback from the discussion with 

the FRTC. 


