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RESPONSES TO THE VERBAL COMMENT RECEIVED ON THE PROPOSED DIRECTIVE 

ON THE APPLICATION OF STANDARDS OF GRAP BY PUBLIC ENTITIES THAT APPLY 

IFRS® STANDARDS (ED 174) 

The Accounting Standards Board (Board) approved an Exposure Draft of the proposed 

Directive on The Application of Standards of GRAP by Public Entities that Apply IFRS® 

Standards (ED 174). A notice was published in the Government Gazette on 12 April 2019 

(Notice 42391). The comment period closed on 31 July 2019.  

The proposed Directive was discussed with preparers, auditors, consultants and other 

interested parties by way of roundtable discussions and other meetings listed in the table on 

the next page. The verbal comment on ED 174 is summarised in this document and includes 

the Board’s responses.  

The summary of written comment received is included in a separate analysis.  
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CLASSIFICATION OF VERBAL COMMENT RECEIVED ON THE PROPOSED DIRECTIVE ON 

THE APPLICATION OF STANDARDS OF GRAP BY PUBLIC ENTITIES THAT APPLY IFRS® 

STANDARDS (ED 174) 

No. Name/Organisation Preparers 

 

Users 

 

Auditors Other 

interested 

parties 

1. Public Sector Accounting Forum (July 

2019) 

X X X X 

2. Roundtable discussion with public entities 

applying IFRS Standards1 

X    

 

3. Roundtable discussion with firms, 

auditors, consultants and other interested 

parties  

 X X X 

4.  SAICA Accounting Practice Committee 

(June 2019) 

X  X X 

 

                                                           
1 An invitation was extended to Schedule 2, 3B and 3D public entities to attend this discussion.   
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NO. COMMENT BOARD’S RESPONSE 

1.1 Roundtable discussion with public entities applying IFRS Standards 

1.1.1 Participants supported the development of the proposed Directive.   Noted.  

1.1.2 Participants raised a concern that, even though the primary users of IFRS financial statements 

are existing and potential investors, lenders and other creditors, some auditors still consider 

government as the primary user. Entities applying IFRS Standards are sometimes required by 

their auditors to present information in their financial statements to meet government’s needs. 

This information may, however, not be relevant to IFRS users.  

Noted. Users of financial statements that are 

prepared using IFRS Standards, need information on 

the return on, and/or of their investments to enable 

decision making. Preparers should apply the 

appropriate reporting framework based on their users 

and their information needs.  

After consultation with stakeholders it was observed 

that the matter is not widespread. As a result, no 

further action is proposed. Entities should consider 

the Guideline on The Application of Materiality to 

Financial Statements to ensure that they do not 

present information that does not meet users needs.  

1.2 Roundtable discussion with firms, auditors and consultants  

1.2.1 The last paragraph in the Introduction to the Directive explains that “Directives should be read in 

conjunction with the applicable Standards of GRAP or Interpretations of the Standards of GRAP, 

as well as the Preface to the Directives”. 

As this proposed Directive should be read with the International Accounting Standard on 

Accounting Policies, Changes in Accounting Estimates and Errors (IAS® 8), the paragraph in the 

introduction is contradictory and should be deleted.   

Noted. The wording in the introduction is standard in 

all the pronouncements issued by the Board.  

The Directive clearly indicates that the guidance 

needs to be read with the requirements in IAS 8 

Accounting Policies, Changes in Accounting 

Estimates and Errors.  
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NO. COMMENT BOARD’S RESPONSE 

 Roundtable discussion with firms, auditors and consultants (continued)  

1.2.2 Some participants questioned why the Board did not include the guidance on the application of 

Standards of GRAP when formulating an accounting policy in Directive 12 on The Selection of 

an Appropriate Reporting Framework by Public Entities.  

These participants were of the view that if the proposed guidance is issued in a separate 

Directive, entities applying IFRS Standards may not be aware of the guidance.  

Noted. Directive 12 became effective for financial 

periods commencing on or after 1 April 2018. Most 

entities to whom Directive 12 is applicable would 

have considered the criteria in the Directive on, or 

before, its effective date. Entities will only reconsider 

the criteria in Directive 12 when a significant change 

has occurred in future periods that leads it to 

conclude that it no longer meets the criteria to apply 

the IFRS Reporting Framework. Entities applying 

IFRS Standards are thus less likely to be aware of 

the guidance if it is included in Directive 12.  

Furthermore, the objective of Directive 12 and that of 

the proposed Directive is different. Directive 12 sets 

out criteria to determine the most appropriate 

reporting framework in preparing financial 

statements. The objective of the proposed Directive 

is to explain when, and in what circumstances 

Standards of GRAP may be considered when 

formulating an accounting policy in the absence of an 

IFRS Standard. The Board agreed that guidance on 

the application of Standards of GRAP when 

formulating an accounting policy is better suited in a 

separate Directive. Communication will be shared 

with public entities to inform them about the new 

guidance.      
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NO. COMMENT BOARD’S RESPONSE 

 Roundtable discussion with firms, auditors and consultants (continued)  

1.2.3 The proposed Directive explains that management should apply judgement to assess whether 

the principles in the Standards of GRAP and/or the GRAP Conceptual Framework are in conflict 

with either the existing IFRS Standards and/or the IFRS Conceptual Framework. 

Participants questioned whether allowing preparers to make this assessment will result in 

different conclusions on whether Standards of GRAP may be considered when formulating an 

accounting policy in the absence of an IFRS Standard. Preparers will apply judgement based on 

their assessment of who the main users are of their financial statements. This approach can be 

subjective and could result in two IFRS entities reaching different conclusions on the same 

accounting issue.    

These participants were also of the view that, allowing preparers to conclude on whether a 

conflict exists, seems as if standard setting responsibilities are given to preparers.  

Noted.  

The users of financial statements prepared using 

IFRS Standards and Standards of GRAP, and their 

information needs, differ. As management is familiar 

with, and best understands its users, the Board 

concluded that preparers should assess whether a 

conflict exists between the Standards of GRAP and 

the GRAP Conceptual Framework, and/or the 

existing IFRS Standards and/or the IFRS Conceptual 

Framework. This assessment is made by considering 

who the users are of an entity’s financial statements 

are, and what information they need to make 

economic decisions.  

Paragraph .02 has been amended to explain that an 

entity needs to consider its users and their 

information needs when formulating an accounting 

policy in the absence of an IFRS Standard.  

1.2.4 Participants suggested that a diagram should be included in the proposed Directive to explain 

the principles in IAS 8 and the process to follow when formulating an accounting policy in the 

absence of an IFRS Standard dealing with a specific transaction, other event or condition.  

Noted. The Board agreed that the conclusion in 

paragraph .12 sufficiently explains the principles in 

IAS 8 and other aspects that should be considered 

when formulating an accounting policy in the 

absence of an IFRS Standard. A diagram will 

therefore not add any additional value.   

1.2.5 Participants proposed that paragraph .11 should be moved to paragraph .09. Participants noted 

that the guidance in paragraph .11 should be applied before the entity assesses if a conflict exists 

between the principles in the Standards of GRAP and/or the GRAP Conceptual Framework, and 

existing IFRS Standards and/or the IFRS Conceptual Framework.  

Noted. The Board agreed that the current placement 

of paragraph .11 is appropriate, as it summarises the 

requirements in IAS 8 and other aspects that should 

be considered when formulating an accounting policy 

in the absence of an IFRS Standard.    
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NO. COMMENT BOARD’S RESPONSE 

 Roundtable discussion with firms, auditors and consultants (continued)  

1.2.6 IAS 8 sets out the requirements for when pronouncements of other standard-setting bodies could 

be considered when formulating an accounting policy in the absence of an IFRS Standard.  

Participants proposed that “may” in paragraph .11 of the proposed Directive should be replaced 

with “shall” to be more prescriptive.  

Noted. The term has been amended as proposed.  

1.2.7 The following editorial comments were noted: 

• Paragraph .05 – amend “the entity” to “management” to align with the wording in IAS 8; 

• Paragraph .05(b)(ii) – amend “or transactions” to “of transactions”; 

• Paragraph .06 – clarify that the Framework refers to the IFRS Conceptual Framework; and  

• Paragraph .07 – amend “applying judgement” to “making judgement”.  

Noted. The editorial amendments have been made, 

where appropriate.   

1.3 SAICA Accounting Practice Committee (APC)  

1.3.1 Members emphasised that entities should not apply a Standard of GRAP to achieve a specific 

outcome, that would be different, had an IFRS Standard been applied.  

For example, it is unlikely that an entity preparing its financial statements in accordance with 

IFRS Standards should consider the Standard of GRAP dealing with impairment of non-cash-

generating assets as assets held by a profit-orientated entities are used to generate a 

commercial return. Considering the Standard of GRAP dealing with impairment of non-cash-

generating assets will therefore be inappropriate.     

Agreed. An entity may not consider a pronouncement 

of another standard-setting body, including 

Standards of GRAP, to achieve a specific outcome. 

This principle has been explained in the Directive 

(see paragraph .12). Examples of impairment of 

assets and revenue have also been included to better 

explain the principle (see paragraph .12(a)).   
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 SAICA Accounting Practice Committee (APC) (continued)  

1.3.2 Two of the key differences to be considered in assessing whether a conflict exists between the 

principles in the Standards of GRAP and/or the GRAP Conceptual Framework, and existing IFRS 

Standards and/or the IFRS Conceptual Framework, are the users of the financial statements and 

the concept of service potential. These differences are discussed in the basis for conclusions.  

Members proposed that a reference to these key differences should also be made in the Directive 

itself. 

Noted. Paragraph .02 in the Directive has been 

amended to explain the nature of information that 

IFRS users may require. The paragraph also 

explains that IFRS preparers should understand their 

users and their information needs to assess whether 

they need to consider pronouncements of other 

standard-setting bodies when formulating an 

accounting policy.  

 The Board’s rationale for requiring management to 

assess whether a conflict exists is explained in the 

basis for conclusions. 

1.3.3 Members suggested that the proposed Directive should include more background information on 

why the Board is developing a Directive that provides guidance to public entities that apply IFRS 

Standards. This explanation is currently only included in the basis for conclusions.   

Noted. The basis for conclusions is used to explain 

the rationale and background for developing 

pronouncements, while the pronouncement itself 

describes the principles to be applied.  

As this approach is consistent with other Directives, 

the Board agreed not to include background 

information on the development of the proposed 

Directive in the pronouncement itself.     

1.3.4 It was proposed that subheadings should be included in the section dealing with “Formulating an 

accounting policy in the absence of a specific IFRS Standard”. The use of subheadings is useful 

to distinguish the requirements in IAS 8 from the guidance on when, an in what circumstances 

an entity may consider pronouncements of other standard-setting bodies, including Standards of 

GRAP.   

Noted. The guidance in the Directive follows the 

requirements in IAS 8. The Board agreed that 

additional subheadings will not add any value.   

 


