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1. WELCOME AND APOLOGIES 

Members were WELCOMED to the meeting. Apologies were NOTED from M 

Grobbelaar, D Mathebula, J Mojapelo, and R Small.   

2. MINUTES OF THE PREVIOUS MEETING 

The minutes of the previous meeting were APPROVED without amendment.  

3. TECHNICAL ACTIVITIES 

3.1 The Secretariat EXPLAINED that the purpose of the meeting was to discuss what 

transitional provisions should be provided for the revisions to GRAP 104 on Financial 

Instruments, whether any transitional relief should be provided, and identify a potential 

effective date.  

3.2 The Secretariat EXPLAINED the differences between GRAP 104 (2009) and GRAP 

(2019), as well as any decisions made by the Board in March 2019 that resulted in 

departures from IFRS 9 on Financial Instruments. The key decision made by the Board 

in March 2019 was to require the gross basis of calculating interest revenue on 

receivables, regardless of whether the receivables become credit impaired after 

origination.  

Principles for developing transitional provisions 

3.3 The Secretariat INDICATED that because the amendments to GRAP 104 were aligned 

to IFRS 9 and IFRS 7 on Financial Instruments: Disclosures, the proposed transitional 

provisions were based on those in IFRS 9 and IFRS 7.  

3.4 Given the differences between the previous and the new version of GRAP 104, project 

group members DEBATED whether any additional transitional provisions are needed, 

over and above those outlined in IFRS 9 and IFRS 7. Project group members 

DISCUSSED the following:  

• Amortised cost and impairment of receivables – There are two practical expedients 

that can be applied in determining impairment losses, i.e. the use of lifetime credit 

losses and a provision matrix, and the exemptions from (a) applying the 

requirements for purchased or originated credit impaired assets and (b) using the 

net basis to determine interest revenue on credit impaired financial assets. Entities 

would likely find the disclosure requirements for impairment losses onerous, 

particularly the disclosures on management judgement. This is however not unique 

to receivables. The view was that sufficient relief has been provided to deal with the 

key implementation issues that may be experienced for receivables, and therefore 

no additional transitional provisions are needed. 

• Modifications to receivables – The Secretariat explained that there was an 

increasing trend in renegotiating the term of receivables to maximise collection, and 

whether this would pose any particular issues regarding the application of the 

modification requirements introduced in GRAP 104 (2019). It was agreed that if the 

modification is merely to ensure collection, there are unlikely to be any specific 

issues that warrant specific guidance.  

• Investments – During the consultation process, some preparers noted that various 

effective interest rate and interest revenue calculations would need to be done 
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outside their general ledger. As this is a practical implementation issue rather than 

an issue that requires specific accounting guidance, no specific transitional 

provisions are needed. This should instead be considered in deciding whether any 

transitional relief is needed.  

3.5 Some project group members INDICATED that, in the private sector, entities may have 

incorrectly applied IAS 39. When adopting IFRS 9, entities often presented all changes 

from the prior year as if they were changes in an accounting policy when some could 

have been as a result of the correction of errors. It was QUESTIONED whether specific 

guidance is needed to indicate that this practice is incorrect in accordance with GRAP 3 

on Accounting Policies, Changes in Accounting Estimates and Errors. 

3.6 Project group members ACKNOWLEDGED that this is an issue in practice, but that it is 

not unique to financial instruments. It was AGREED that a FAQ to GRAP 3 should be 

developed to indicate that, when a new Standard or new requirements are applied, an 

entity should consider whether any changes result from the adoption of a new 

accounting policy, or are the result the correction of errors resulting from incorrect 

application of existing principles.  

  Transitional relief 

3.7 The Secretariat EXPLAINED that, apart from the transitional provisions, project group 

members should consider whether any transitional relief should be provided to allow 

entities to develop appropriate policies, change systems, etc. particularly for complex 

transactions. In the past, entities have been allowed a three-year period in which to 

adopt certain recognition and/or measurement requirements of the Standards. When the 

Board discussed the transitional provisions for recent Standards, it debated whether to 

allow a three-year transitional relief period, or whether the effective date should be 

delayed as an alternative.  

3.8 The Secretariat NOTED that the three-year relief period has resulted in additional 

complexity because preparers are often unsure (a) what the transitional relief covers, 

(b) when the relief period expires, and (c) what information should be presented to users 

during the relief period. There are also usually additional disclosure requirements during 

the relief period.  

3.9 The Secretariat INDICATED that for these reasons, it proposed a delayed effective date 

rather than a three-year relief period.  

3.10 Project group members SUPPORTED this proposal, highlighting additional complexities 

that the three-year relief period provided for auditors.  

3.11 The Secretariat NOTED that it proposed an effective date of 1 April 2024, which 

considered a number of factors, including:  

• The expected completion of the due process on the transitional provisions.  

• The time to acquire the necessary approvals from the Minister.  

• Approximately five years’ experience of applying IFRS 9 in the private sector.  

• A three-year relief period from the earliest date that the amendments could become 

effective, which is 1 April 2021.    
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3.12 Project group QUESTIONED what other Standards need to be adopted in the near 

future.  

3.13 The Secretariat EXPLAINED that while there were a number of new Standards, their 

implementation dates were 2019 or 2020.  

3.14 Project group members SUPPORTED the proposed date of 1 April 2024. It was also 

OBSERVED that the date should not be extended much beyond 1 April 2024 as it is 

possible that the IASB would undertake a post-implementation of IFRS 9 around this 

time.  

3.15 Project group members INDICATED that, although they support the date, work needs 

to be done to ensure that entities remain aware of the changes to GRAP 104 leading up 

to 1 April 2024.  

  Review of proposed transitional provisions 

3.16 The Secretariat EXPLAINED that the proposed transitional provisions were a mark-up 

of the transitional provisions in IFRS 9 and IFRS 7, excluding those related to hedge 

accounting. When the Exposure Draft is issued, the mark-up will be removed.  

3.17 Project group members INDICATED that it might be necessary to explain the various 

paragraph numbers in the Invitation to Comment, as well as how to access the revised 

GRAP 104.  

Secretariat 

3.18 Project group members DEBATED the relief provided in paragraph .12 on the 

application of the effective interest method. Knowing that entities currently do not apply 

the amortised cost and impairment principles in GRAP 104 correctly, some project group 

members QUESTIONED whether it would be easier for entities to not apply the 

requirements of the Standard retrospectively and just use fair value as the opening 

balance. The proposal by these members was to delete the ‘impracticable’ requirement 

in paragraph .12.      

3.19 Project group members AGREED that it would be inappropriate for entities to be given 

an opportunity to use fair value in any instance as (a) this would mean that the prior year 

information could include a material error which management may be aware of, and (b) 

this may create an opportunity for entities to request ‘fresh start’ accounting in other 

areas. It was AGREED that entities should only be allowed to use fair value where it is 

impracticable to retrospectively calculate the balances using the effective interest 

method.  

3.20 It was AGREED that the paragraph references in the following paragraphs should be 

amended:  

• Paragraph .04 – paragraph 4.1.2(a) should be 4.2(a).  

• Paragraph .08 – paragraph 1.11 should be 1.07.  

Secretariat 

3.21 Project group members NOTED that because IFRS 9 was developed in stages, some 

of the wording in paragraph .15 could be simplified so as to not specifically refer to the 

changes in classification and measurement. It was AGREED that paragraph .15 should 

be amended as follows:  
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“Despite the requirement in paragraph .01, an entity that adopts the classification and 

measurement requirements of this Standard…” 

Secretariat 

3.22 Subject to these changes, the project group RECOMMENDED the proposed transitional 

to the Technical Committee.  

4 ADJOURNMENT 

4.1 The Secretariat NOTED that it would arrange another project group meeting to discuss 

the updates to the Fact Sheets to accompany GRAP 104.  

4.2 Members were THANKED for the participation in the project and their contributions. The 

meeting was adjourned at 12:15.  

 

Prepared by:  J Poggiolini 

Date issued:  10 May 2019 


