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Commenting on this Exposure Draft  

The Accounting Standards Board (the Board) seeks comment on the Exposure Draft of 

the International Public Sector Accounting Standard Board’s (IPSASB) proposed 

International Public Sector Accounting Standard (IPSAS) on Financial Instruments (ED 

159). Comment received on this Exposure Draft will be used in formulating a response to 

the IPSASB. 

Comment should be submitted in writing so as to be received by 8 December 2017. E-

mail responses are preferred. Unless respondents to the Exposure Draft specifically 

request confidentiality, the comment is a matter of public record once the 

pronouncement has been issued. Comment should be addressed to:  

 The Chief Executive Officer   

Accounting Standards Board  

P O Box 7001  

Halfway House   

1685  

Fax: +2711 697 0666  

E-mail Address: info@asb.co.za  

Copyright © 2017 by the Accounting Standards Board  

All rights reserved. No part of this publication may be reproduced, stored in a retrieval 

system, or transmitted, in any form or by any means, electronic, mechanical, 

photocopying, recording, or otherwise, without the prior permission of the 

Accounting Standards Board. The approved text is published in the English 

language. 

Permission to reproduce limited extracts from the publication will usually not be withheld.
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Background to this Exposure Draft 

The international landscape and impetus for change 

The IPSASB issued IPSAS 28 Financial Instruments: Presentation, IPSAS 29 Financial 

Instruments: Recognition and Measurement and IPSAS 30 Financial Instruments: 

Disclosures in 2010. These IPSASs were converged with the equivalent IFRSs in issue 

at the time.  

Since then, the International Accounting Standards Board (IASB) has significantly 

revised its approach to the recognition and measurement of financial instruments 

through the issue of IFRS 9 Financial Instruments. Many of the revisions made in IFRS 9 

respond to concerns raised after the global financial crisis about various aspects of 

accounting for financial instruments. These included the timeliness of information on 

credit losses and the use of fair value when measuring debt instruments, particularly an 

entity’s own debt.  

As many governments globally were affected by the global financial crisis, there has 

been an increased focus in the public sector on financial instruments and their impact on 

government debt. This increased focus means that the IPSASB needs to ensure that its 

Standards provide the most relevant information to users on these instruments. The 

decision to revise (and effectively replace) IPSAS 29, has resulted in changes in the 

following areas:  

 The classification of financial assets for subsequent measurement. The process to 

classify instruments has been simplified and is based on how entities manage 

instruments, and the economic characteristics of the underlying cash flows of an 

instrument.  

 The impairment model is no longer based only on historical evidence of credit 

losses. The revised approached, called an “expected loss” model, focuses on both 

historical and forward looking data that provides entities with information about the 

credit losses that are likely over the life of the instrument.  

 The hedge accounting requirements are more flexible. There is better flexibility of 

what may qualify as a hedged item which may be to the benefit of entities that are 

not financial institutions.  The hedge effectiveness requirements are also less 

onerous.  

The IPSASB plans to complete the revisions to its IPSASs on Financial Instruments in 

Quarter 3 of 2018.  
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Impact on the South African environment 

The Board issued GRAP 104 Financial Instruments in 2009, and was based on IAS 32 

Financial Instruments: Presentation, IAS 39 Financial Instruments: Recognition and 

Measurement and IFRS 7 Financial Instruments: Disclosures.  

Entities in the public sector are often prohibited by their regulatory framework from 

entering into complex financial instruments. As a result, the Board was able to eliminate 

a number of aspects of the equivalent IFRSs when developing GRAP 104, including 

eliminating alternative accounting approaches. This resulted in a substantially simplified 

Standard.  

During the Board’s consultation on its work programme for 2017-2020, stakeholders 

noted that aspects of GRAP 104 may need to be reconsidered based on the publication 

of IFRS 9. The Board agreed to review the following aspects of GRAP 104:  

 Classification of financial assets.  

 Impairment model.  

 Hedge accounting.  

The Board has commenced its review of GRAP 104 and it plans to issue proposed 

amendments to GRAP 104 in the first quarter of 2018.  

The issue of ED 62 by the IPSASB provides the Board, and stakeholders locally, an 

opportunity to consider both the amendments made to IFRS 9 and those proposed to 

IPSAS 29, when revising GRAP 104.  

Due process and timetable 

The due process followed by the Board in developing Standards of GRAP is for the 

Board to receive comment on the proposals set out in the Exposure Draft from 

preparers, users, auditors, standard setters and other parties with an interest in public 

sector financial reporting. Accordingly, all interested parties are invited to provide 

comment.  

Invitation to comment 

Comment is invited by 8 December 2017 on this Exposure Draft. The comment period is 

earlier than the comment date of the international Exposure Draft to enable the Board to 

review and collate the comment received prior to submission to the IPSASB.  

The Board requires that respondents express an overall opinion on whether the 

Exposure Draft, in general, is supported and supplement this opinion with detailed 

comment, whether supportive or critical, on the principles in the Exposure Draft.  
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Invitation to comment on specific matters 

The IPSASB invites comment on the following Specific Matters for Comment included 

below.  

Specific matter for comment 1 

Consistent with the relief provided in IFRS 9, the IPSASB has agreed in [draft] IPSAS [X] 

(ED 62) to allow an option for entities to continue to apply the IPSAS 29 hedging 

requirements. Do you agree with the IPSASB’s proposal? 

Specific matter for comment 2 

The IPSASB recognizes that transition to the new standard [draft] IPSAS [X] (ED 62) 

may present implementation challenges as a result of the number of significant changes 

proposed. Therefore the IPSASB intends to provide a 3 year implementation period until 

[draft] IPSAS [X] (ED 62) is effective (early adoption will be permitted). Do you agree 

with the proposed 3 year implementation period before [draft] IPSAS [X] (ED 62) 

becomes mandatory? Please explain.  

Specific matter for comment 3 

Do you agree with the proposed transition requirements in paragraph 153-180, 

consistent with those provided in IFRS 9? If not, what specific changes do you 

recommend and why?  

Other matters  

As with any other Exposure Draft, comment on any other matter would be welcomed. 

Comment is most helpful if reference is made to a specific paragraph or group of 

paragraphs in your response.  


