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BACKGROUND AND PURPOSE     

1. The Board agreed to develop guidance in the form of a Directive for public entities that 

apply IFRS Standards (hereafter referred to as “IFRS public entities”) in accordance with 

Directive 12 The Selection of an Appropriate Reporting Framework by Public Entities, 

on: 

• when, and in what circumstances an entity may apply a Standard of GRAP when 

formulating an accounting policy;  

• whether a Standard of GRAP should be adopted as part of the entity’s Reporting 

Framework, or whether the Standard should only be considered in developing an 

accounting policy; and  

• whether a conflict exists between the Conceptual Framework for General Purpose 

Financial Reporting (hereafter referred to as “the GRAP Conceptual Framework”) 

and the Conceptual Framework for Financial Reporting issued by the IASB 

(hereafter referred to as “the IFRS Conceptual Framework”).  

Engagement with Financial Reporting Standards Council 

2. The Board agreed that, as the Financial Reporting Standards Council (FRSC) is the 

standard setter for entities that apply IFRS Standards, the FRSC should be consulted 

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

3. 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. A follow up 

meeting was held in November 2018 where the draft Directive was discussed with 
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members of the FRTC to obtain (a) technical input on the proposed Directive and (b) 

comment on whether, in their view, a conflict exists between the GRAP Conceptual 

Framework, and the IFRS Conceptual Framework (hereafter referred to as “the two 

conceptual frameworks”).  

4. During this discussion, members of the FRTC noted that, even though there are some 

overlaps between the two conceptual frameworks, the users of financial statements and 

the use of the concept of service potential are clear points of departure. The FRTC 

recommended that the proposed Directive should explain these differences. The 

proposed Directive should explain that an entity needs to consider the users of its 

financial statements and their information needs in assessing whether a conflict exists 

between the two conceptual frameworks.     

5. As the FRTC indicated that there may be a delay in appointing the FRSC, it was 

recommended that the draft Directive should be circulated to members of the FRTC for 

input prior to submission to the FRSC.  

6. The Board noted the comment and input from the FRTC at its meeting held in November 

2018. The Board agreed that, if the FRSC is not constituted by the first quarter of 2019, 

the proposed Directive should be finalised and the FRSC consulted as part of the 

Board’s public consultation process.  

7. As agreed with the members of the FRTC, an amended copy of the draft Directive was 

circulated to them for comment and input that is due by 21 February 2019. No comment 

was received from FRTC members by this date.  

8. A project group meeting was held on 22 February 2019 with auditors and other technical 

advisors. The minutes of the meeting is included as attachment 7(b). 

9. The objective of this memorandum is to inform the Technical Committee of the 

deliberations at the project group meeting. The Technical Committee is also required to 

consider the proposed Directive and the accompanying Invitation to Comment (ITC) in 

recommending it to the Board for approval as an Exposure Draft, if deemed appropriate. 

ISSUES RAISED DURING PROJECT GROUP DISCUSSIONS  

10. During the project group meeting, some members noted that their previous concern on 

the Board’s authority to determine what constitutes IFRS, remains. These members 

noted that, in their view, when IFRS entities are required to consider the guidance in the 

proposed Directive, it could result in them preparing financial statements using an “IFRS 

plus” reporting framework. This could then impact their fair presentation compliance with 

IFRS Standards. In the absence of an IFRS Standard that specifically applies to a 

transaction, other event or condition, entities that prepare financial statements using 

IFRS Standards should be discouraged to consider anything other than (a) an IFRS 

Standard that deals with a similar and related issue, or (b) the definitions, recognition 

criteria and measurement concepts for assets, liabilities, income and expenses in the 

IFRS Conceptual Framework, when formulating an accounting policy.  

11. In response to this concern, the Secretariat notes that IAS 8 allows entities to consider 

the most recent pronouncements of other standard-setting bodies in the absence of an 

IFRS Standard that specifically applies to a transaction, other event or condition. 

Therefore, an entity that applies the principles in IAS 8 when formulating an accounting 

policy in the absence of an IFRS Standard, is, in the Secretariat’s view, still applying the 
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principles in the IFRS Standards. The proposed Directive will therefore not establish an 

“IFRS plus” reporting framework, as the Directive merely explains the considerations 

when using a Standard of GRAP to formulate an accounting policy in the absence of an 

IFRS Standard.   

ACTION REQUESTED #1 

The Technical Committee is requested to: 

(a) NOTE the concern from some project group members that the proposed Directive 

may result in an “IFRS plus” reporting framework; and  

(b) CONFIRM whether it agrees with the Secretariat’s view as noted in paragraph 11.   

PROPOSED DIRECTIVE ON THE APPLICATION OF STANDARDS OF GRAP BY PUBLIC 

SECTOR ENTITIES THAT APPLY IFRS STANDARDS  

12. The project group members recommended the proposed Directive to the Technical 

Committee for its consideration, subject to the following clarifications: 

• The users of the financial statements of public sector entities, may include the 

same users of the financial statements of profit orientated entities.  

• The users of the financial statements of profit orientated entities may have an 

interest in the financial statements of public sector entities when they need to make 

decisions about the return on, or of, their investments. When users are only 

interested in making decisions about the return on, or of, their investments, the 

service potential of an asset or a liability is unlikely to meet this information need.  

• Public entities may have a level of accountability beyond that required by the IFRS 

Conceptual Framework. However, in preparing financial statements, entities should 

focus on whether a conflict exists between the two conceptual frameworks by the 

considering who its users are, and their information needs, to make the economic 

decisions described in the IFRS Conceptual Framework. The need for information 

about an entity’s broader accountability may be met through reporting outside the 

financial statements 

13. The proposed Directive on The Application of Standards of GRAP by Public Sector 

Entities that Apply IFRS® Standards and the accompanying ITC are included as 

attachments 7(c) and 7(d).    

ACTION REQUESTED #2 

The Technical Committee is requested to CONSIDER the proposed Directive and the 

accompanying ITC, and if deemed appropriate, RECOMMEND the pronouncement to 

the Board for issue as an Exposure Draft.  

CONSULTATION 

14. In line with the current timetable, it is anticipated that the Board will finalise the 

proposed Directive in the third quarter of 2019 if approved as an Exposure Draft at the 

March 2019 Board meeting.  

15. In order for the Technical Committee and the Board to consider the comment on the 

proposed Directive in August and September 2019, the Secretariat recommends a 

three-month comment period, with comment due by the end of July 2019.  
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ACTIONS REQUESTED #3:  

The Technical Committee is requested to INDICATE whether it agrees with a comment 

period of three months, with comment due by the end of July 2019.  

NEXT STEPS  

16. Following the recommendation from project group members, the Board will consider the 

proposed Directive and accompanying ITC at its meeting scheduled on 27 March 2019.  

ACTIONS REQUESTED #4:  

The Technical Committee is requested to NOTE the next steps.  


