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FEEDBACK STATEMENT – ED 164 PROPOSED INTERPRETATION OF THE 
STANDARDS OF GRAP (IGRAP) ON ACCOUNTING FOR ADJUSTMENTS TO 

REVENUE AND ED 165 PROPOSED AMENDMENTS TO IGRAP 1 APPLYING THE 
PROBABILITY TEST ON INITIAL RECOGNITION OF REVENUE 

This Feedback Statement outlines 

feedback received on the proposed  

Interpretation to the Standards of 

GRAP on Accounting for Adjustments 

to Revenue and the amendments to 

IGRAP 1 on Applying the Probability 

Test on Initial Recognition  

 

 
Overview 

This Feedback Statement outlines decisions taken by the Board prior to approving the 

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

Revenue (IGRAP 20) and the amendments to IGRAP 1 on Applying the Probability Test 

on Initial Recognition. The Feedback Statement also outlines the key principles in IGRAP 

20 and the key amendments to IGRAP 1.   

 
Consultation process  

The ASB undertook a public consultation process with users of the financial statements, 

preparers, auditors, and other interested parties. 

Supporting material  
The Board’s analysis of both the written and verbal comments received on ED 164 and 

ED 165, along with its responses thereto.  

The final IGRAP on Accounting for Adjustments to Revenue (IGRAP 20).  

The amended IGRAP 1 Applying the Probability Test on Initial Recognition of Revenue.  

These materials can be accessed on the ASB’s website.  

Next steps 
IGRAP 20 and the amendments to IGRAP 1 become effective for financial periods 

commencing on or after 1 April 2020. Entities are, however, permitted to apply the 

principles in the Interpretations earlier.   
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What we heard 

  ED 164 Proposed IGRAP on Accounting for Adjustments to Revenue 

General support expressed 

for the principles proposed  

Respondents welcomed, and generally supported, the guidance on whether an adjustment to recognised revenue should 

be accounted for as a correction of an error or a change in an accounting estimate.  

Application of the principles 

in ED 164 to recognised 

revenue that arises from 

contractual arrangements  

ED 164 was applicable to adjustments to exchange and non-exchange revenue recognised that arose from statutory 

arrangements. During the public consultation process some respondents questioned whether the principles in ED 164 could 

also be applied to adjustments to recognised revenue that arises from contractual arrangements. 

The Board agreed that the principles in ED 164 can be applied, by analogy, to account for adjustments to recognised 

revenue arising from contractual arrangements where the fact patterns are similar to the statutory arrangements, i.e. where 

an appeal, objection or review process is undertaken and results in an adjustment to recognised revenue on completion of 

the process. The Board concluded that, irrespective of whether revenue is charged through (a) legislation or similar means; 

or (b) a contractual arrangement, applying the principles in the Standard of GRAP on Accounting Policies, Changes in 

Accounting Estimates and Errors (GRAP 3) remain the same when correcting an error or when accounting for a change in 

an accounting estimate.  
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What we heard 

  ED 164 Proposed IGRAP on Accounting for Adjustments to Revenue 

Clarification of scope 

exclusions 

ED 164 indicated that the accounting for adjustments to the underlying receivable and payable following the recognition of 

revenue, should be accounted for in accordance with the applicable Standards of GRAP. Based on feedback from 

respondents, the Interpretation was amended to explain that changes in the measurement of the related receivables or 

payables, other than those changes arising from applying the Interpretation, are outside the scope of the IGRAP.   

In addition, it was clarified that the accounting for adjustments to interest and penalties that arises from the revenue 

recognised following the completion of an appeal, objection or review process, are also outside the scope of this 

Interpretation. 

Considering whether an entity 

could reasonably have been 

expected to know of 

information 

As it may practically be difficult to distinguish between an error and a change in an accounting estimate, ED 164 explained 

that an entity should apply judgement to assess whether it could reasonably have been expected to know of information 

that becomes known after the recognition of revenue.    

Respondents agreed with the principle but requested that the Interpretation should explain what “reasonably expected to 

know” means. The Board concluded that professional judgement should be applied to assess whether an entity could 

reasonably have been expected to know of information on the initial recognition of the revenue.  
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What we heard 

  ED 164 Proposed IGRAP on Accounting for Adjustments to Revenue 

Determining an effective 

date  

 

 

 

Respondents had mixed views on the effective date of the Interpretation. Some respondents indicated that they will need 

some time to adjust their systems and processes to comply with the principles in the Interpretation. Others were of the view 

that the Interpretation should be implemented as soon as possible to address the divergent practices in accounting for 

adjustments to recognised revenue.  

The Board agreed to an effective date for financial years commencing on or after 1 April 2020 as (a) the divergent practice 

needs to be addressed as a matter of urgency, and (b) the Interpretation explains the application of GRAP 3, that has been 

effective for a number of years.  

 ED 165 Proposed amendments to IGRAP 1 on Applying the Probability Test on Initial 

Recognition of Revenue 

General support expressed 

for the principles proposed  

Respondents supported the clarification of other factors to be considered in applying the probability test on initial recognition 

of revenue.  

Considering credit risk 

associated with the non-

collection of revenue 

ED 165 clarified that an entity should consider other factors in assessing the probability of future economic benefits or 

service potential on initial recognition. These factors include settlement discounts, rebates or similar reductions, or 

adjustments to revenue following the completion of an appeal, objection or review process.  

Respondents requested further clarification on whether an entity’s assessment of its exposure to credit risk should be 

considered in assessing the probability of future economic benefits or service potential on initial recognition. The Board 

amended IGRAP 1 to explain that an entity’s exposure to credit risk associated with the non-collection of revenue, should 

not be taken into account when assessing probability on initial recognition.    
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Summary of key principles  

Summary of key principles 

IGRAP 20 on Accounting for Adjustments to Revenue 

• The IGRAP clarifies whether an adjustment to recognised revenue should be accounted for as a correction of an error, 

or as a change in an accounting estimate, following the outcome of an appeal, objection or review process.  

• The principles in IGRAP 20 apply to refunds that become payable following the completion of an appeal, objection or 

review process.   

• The principles in IGRAP 20 can be applied, by analogy, to account for adjustments to recognised revenue charged in a 

contractual arrangement where the fact patterns are similar, i.e. where an adjustment to the recognised revenue results 

from the completion of an appeal, objection or review process.  

• Where new information becomes known to an entity after the recognition of revenue, but the entity could not reasonably 

have been expected to know of this information, the adjustment to the recognised revenue is accounted for as a change 

in an accounting estimate following changes in the circumstances that led to the recognition of that revenue.   

• Where an entity becomes aware of new information that it could reasonably have been expected to know, and/or could 

reasonably have been expected to know was incorrect, the adjustment to the recognised revenue is likely to be a 

correction of an error. This includes (a) charging revenue applying a tariff, basis, percentage or formula that was not 

promulgated as required in legislation or similar means; or (b) applying a tariff, basis, percentage or formula incorrectly.  

• Errors that are discovered within a reporting period should be corrected before those financial statements are authorised 

for issue. 
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Summary of key principles  

Summary of key principles  

Amendments to IGRAP 1 on Applying the Probability Test on Initial Recognition of Revenue 

• IGRAP 1 requires that the initial amount of revenue recognised by an entity should reflect the revenue that the entity is 

entitled to collect. IGRAP 1 has been clarified to require that, on initial recognition of revenue, factors that may impact 

the probable inflow of future economic benefits or service potential, should be considered. These include settlement 

discounts, rebates or similar reductions based on the satisfaction or criteria, or as a result of adjustments to recognised 

revenue following the completion of an appeal, objection or review process.  

• Assessing the inflow of future economic benefits or service potential on initial recognition does not include an assessment 

of an entity’s exposure to credit risk.  

• An entity applies judgement in considering factors that impact the assessment of the inflow of future economic benefits 

or service potential on initial recognition. In applying judgement, an entity considers past experience and current facts 

and circumstances.   
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Transitional provisions and effective date 

Transitional provisions  IGRAP 20 and the amendments to IGRAP 1 are applied prospectively following the effective date.  

Effective date 
IGRAP 20 and the amendments to IGRAP 1 become effective for annual financial statements covering periods beginning 

on or after 1 April 2020. Earlier application is permitted.  

How to access information   

Access information on the 
ASB and its work 
programme online 

Visit our website on www.asb.co.za 

 

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

