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EXECUTIVE SUMMARY – APPLICATION OF STANDARDS OF GRAP BY PUBLIC 

ENTITIES THAT APPLY IFRS® STANDARDS  

This Executive Summary provides an 

overview of the proposed Directive on 

the Application of Standards of GRAP 

by Public Entities that Apply IFRS® 

Standards (ED 174) 

 

 

Overview 

The Accounting Standards Board issued the proposed Directive on The Application of 

Standards of GRAP by Public Entities that Apply IFRS® Standards (ED 169) in March 

2019.  

 

Project objectives   

Some public entities apply International Financial Reporting Standards (IFRS® 

Standards) based on the criteria in Directive 12 on The Selection of an Appropriate 

Reporting Framework by Public Entities.  

The proposed Directive provides guidance on when, and in what circumstances, an entity 

may consider the principles in a Standard of GRAP when formulating an accounting policy 

when there is no IFRS Standard that specifically applies to the transaction, other event 

or condition.     

Next steps The proposals in ED 174 will be modified in the final document in the light of comment 

received from respondents during the comment process. 

Comment deadline  Comment on ED 174 is due on 31 July 2019. 
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Background to the project 

History of the project   

Some public entities apply IFRS Standards if they meet the criteria to do so in Directive 12. These entities operate in the 

public sector, and may therefore undertake transactions for which an IFRS Standard does not exist.  

As the Board developes accounting standards for the public sector, stakeholders questioned if a Standard of GRAP can be 

considered when formulating an accounting policy in the absence of an IFRS Standard. If a Standard of GRAP can be 

considered, it was further questioned if the Standard should be adopted, or if the principles in the Standard of GRAP should 

only be considered when formulating an accounting policy.  

Following the consultation on its 2017 to 2020 work programme, the Board agreed to provide guidance in the form of a 

Directive to address these questions. As the Board is in terms of the Public Finance Management Act, Act No. 1 of 1999, 

mandated to determine generally accepted accounting practice for public entities, these entities need to consider the 

guidance issued by the Board.     
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Overview of ED 174 

Scope 

Which entities should 

apply the proposed 

Directive?  

The proposed Directive is applicable to an entity that applies IFRS Standards in accordance with Directive 12. The proposed 

Directive is not applicable to all entities that apply IFRS Standards in preparing their financial statements.   

 

What IFRS Standard should 

be considered in 

conjunction with the 

proposed Directive? 

The proposed Directive should be read in conjunction with IAS 8 Accounting Policies, Changes in Accounting Estimates 

and Errors. IAS 8 sets out the principles to be applied when formulating an accounting policy in the absence of an IFRS 

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

Considering a Standard of GRAP when formulating an accounting policy  

What are the requirements 

in IAS 8 that an entity 

needs to consider when 

formulating an accounting 

policy in the absence of an 

IFRS Standard?  

IAS 8 requires that an entity may formulate an accounting policy using guidance of another standard setting body, after 

considering the following in descending order: 

(a) the requirements in IFRS Standards that deal with a similar and related issued; and  

(b) the definitions, recognition criteria and measurement concepts of assets, liabilities, income and expenses in the IFRS 

Conceptual Framework.   

When formulating an accounting policy, the policy should result in information that (a) is relevant to the decision-making 

needs of users; and (b) meets the qualitative characteristics in the IFRS Conceptual Framework. 
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What should an entity take 
into account when it 

considers a 
pronouncement of another 

standard-setter when 
formulating an accounting 

policy? 

An entity may only consider a pronouncement of another of standard-setting body if it uses a similar Conceptual Framework 

to the IFRS Conceptual Framework, to develop accounting standards, other literature and accepted industry practices. The 

standard-setting body’s Conceptual Framework may not conflict with the requirements in the IFRS Conceptual Framework, 

and/or an IFRS Standard that deals with a similar or related issue. An entity may also not consider a pronouncement of 

another standard-setting body, including the Standards of GRAP: 

(a) when an IFRS Standard exists, that specifically applies to the transaction, other event or condition; 

(b) when an IFRS Standard exists that deals with a similar and related issue; 

(c) without considering the definitions, recognition criteria, measurement concepts of assets, liabilities, income and 

expenses in the IFRS Conceptual Framework; 

(d) to achieve a specific outcome that will be different had the requirements in the IFRS Standards, and the IFRS 

Conceptual Framework been applied; or  

(e) if applying the pronouncement does not meet the qualitative characteristics in the IFRS Conceptual Framework, and is 

not relevant to the economic decisions-making needs of users. 

What should the entity 
consider in assessing if a 
conflict exists between the 

GRAP Conceptual 
Framework and the IFRS 
Conceptual Framework? 

The Board agreed that the principles underpinning general purpose financial reporting by entities that apply an accrual basis 

of accounting as established in the GRAP Conceptual Framework, are similar to the principles in the IFRS Conceptual 

Framework. An entity applying IFRS Standards should, however, consider the following in assessing if a conflict exists 

between the two conceptual frameworks: 

(a) Service potential  

Service potential enables an entity to achieve its service objectives, without necessary generating cash flows or other 

economic benefits. The definition of an asset and liability in the public sector includes the concept of service potential, 

whereas this concept is excluded in the IFRS Conceptual Framework. Assets in the public sector are therefore held to 

provide a service, whereas profit-orientated entities hold assets to generate returns on investments rather than to 

provide a service.   
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(b) Users of financial statements 

The users of financial statements prepared using Standards of GRAP and IFRS Standards, and the decisions they 

make, may be different as a result of the different nature of activities undertaken. The users of financial statements 

prepared using Standards of GRAP need information on (i) the entity’s financial performance and if its performance 

objectives were achieved; and (b) whether funds were spent in accordance with the budget. Users of financial 

statements prepared using IFRS Standards are interested in the return on, and/or of their investments, to enable them 

to make decisions about resource allocations.  

As a result of these differences, an entity needs to apply judgement to assess whether the principles in the Standards of 

GRAP and/or the GRAP Conceptual Framework, are appropriate to their circumstances when they using a Standard of 

GRAP to formulate an accounting policy in the absence of an IFRS Standard.   

If an entity concludes that 
no conflict exists between 

the two conceptual 
frameworks, should the 
Standard of GRAP be 
adopted as part of the 

entity’s reporting 
framework? 

In accordance with IAS 8, an entity is not required to adopt a Standard of GRAP when using that Standard to formulate an 

accounting policy. The entity only considers the recognition, measurement, disclosure and presentation requirements when 

formulating the accounting policy. 
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If an entity concludes that a 
conflict exists between the 

two conceptual 
frameworks, what should 

an entity do? 

If an entity concludes that a conflict exists between the GRAP Conceptual Framework, and the IFRS Conceptual Framework 

and/or an IFRS Standard, the principles in the Standards of GRAP cannot be applied when formulating an accounting policy. 

Instead, the entity should consider the most recent pronouncements of other standard-setting bodies that use a similar 

conceptual framework, other accounting literature and accepted industry practices, subject to the requirements in IAS 8.  

Effective date  

What is the effective date 

of the proposed Directive?  

The Board will determine the effective date for the proposed Directive after considering the comment on ED 174. 

The proposed Directive does not have transitional provisions.   

How to access information   

Access information on the 
ASB and its work 
programme online 

Visit our website on www.asb.co.za 

Subscribe to our Newsletter 

Access the translated versions of the Standards 

 

http://www.asb.co.za/

