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BACKGROUND TO THE PROJECT   

1. The Accounting Standards Board (hereafter referred to as “the Board”) approved an 

Exposure Draft of the proposed Improvements to Standards of GRAP (2019) in July 

2019. 

2. Comment on ED 176 closed on 31 October 2019. At the close of the comment period, 

the Board received two written responses. ED 176 was also discussed with preparers, 

auditors, consultants and other interested parties by way of roundtable discussions and 

other meetings. The summaries of the written and verbal comment received are included 

as attachments 3(d) and 3(e).  

3. Two project groups meetings were held during February 2020 to discuss the comment 

received, the Secretariat’s proposed responses thereto and the proposed changes to 

ED 176. The minutes of the project group meetings are included as attachment 3(b) and 

3(c). 

PURPOSE OF THIS MEMORANDUM 

4. The objective of this memorandum is for the Technical Committee to: 

(a) note an overview of the consultation process and consider the sufficiency thereof;  

(b) consider the significant issues raised by respondents during the comment process 

and to make recommendations to the Board on how these should be addressed;   

(c) consider the comment received on ED 176 and the project group’s proposed 

responses thereto;  

(d) consider the amendments to the Improvements to the Standards of GRAP (2020) 

(hereafter referred as “the 2020 improvements”); and  

(e) recommend the 2020 improvements to the Board for its consideration, if deemed 

appropriate.  
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CONSULTATION PROCESS  

5. The Secretariat did not foresee a large response to ED 176 as the proposed 2020 

improvements do not propose significant changes to the principles in the Standards of 

GRAP. The Board has also issued most of the proposed improvements when it locally 

issued the Improvements to IPSAS, 2018 concurrently.  

6. The Board received a comment letter from Altimax and responses from the Department 

of Treasury of the Free State, who issued a questionnaire to which entities in the Free 

State responded.  

7. The project brief approved by the Board outlined a number of stakeholders that should 

have been consulted as part of the Board’s due process. The table below summarises 

the stakeholders with whom the Secretariat has consulted.  

Stakeholder group Engagement opportunities 

Preparers 

(municipalities and 

public entities)  

Roundtable discussion hosted by Secretariat 

Presentation at Public Sector Accounting Forum 

Auditors, technical 

advisors, consultants 

and other interested 

parties 

Roundtable discussion hosted by Secretariat 

Presentation at Public Sector Accounting Forum 

 

Professional bodies Roundtable discussion hosted by Secretariat  

Presentation at Public Sector Accounting Forum 

Users (Provincial 

Accountant-Generals 

and National Treasury) 

Roundtable discussion hosted by Secretariat  

Presentation at Public Sector Accounting Forum 

8. Project group members supported the Secretariat view that sufficient opportunity was 

given to stakeholders to participate in the Board’s due process on ED 176.  

ACTION REQUESTED #1 

The Technical Committee is requested to: 

(a)  NOTE the consultations undertaken on ED 176; and  

(b) CONFIRM that sufficient opportunity was provided to stakeholder to participate in 

the Board’s due process.   

ISSUES RAISED BY RESPONDENTS DURING THE COMMENT PROCESS 

9. Overall, respondents supported the 2020 improvements. The matters noted below were 

raised during the comment period and require input from the Technical Committee to 

make recommendations to the Board. 

Disclosure of management services as a related party transaction 

10. The Board requested views on the proposal to expand the definition of a related party, 

and the disclosure of related party transactions in the Standard of GRAP on Related 

Party Disclosures (GRAP 20), to include management services.  
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11. Participants supported the proposed improvement, but:  

(a) proposed that the improvement should clarify that a related party transaction will 

only arise where employees of the management entity participates in the strategic 

direction and policy making decisions of the entity; and  

(b) questioned whether the disclosure of management services will also be required 

where management services are provided free of charge or at a nominal value.   

Description of “management services” 

12. On the first matter, the Secretariat proposed to amend the description of management 

services to align with the definitions of “control” and “power” in the Standard of GRAP on 

Consolidated Financial Statements. Project group members considered the proposed 

amendments and recommended that:  

• the phrase “participate in and/or” should be deleted from the description of 

management services as it is not included in the GRAP 35 definitions; and 

• “management services” should be described as “services where employees of the 

management entity have the ability to affect and direct the strategic, financial or 

operational policy decision-making of a reporting entity”. Project group members 

noted that, from practical experience, employees of management entities mostly 

participate in either the strategic, financial or operational policy decision-making of 

the entity. Requiring employees to affect or direct all three of these elements may 

be too restrictive and narrow. 

13. There have been a number of suggestions about how to describe “management 

services” as the project has progressed, with various ideas/changes being proposed. 

Given all the variations proposed, the Secretariat is of the view that any reference to 

“management services”, and what this may comprise, should be referenced back to the 

definition of “management” in GRAP 20. This is in line with IAS 24 where the term used 

to refer to management services is “key management personnel services” which can be 

directly linked back to the definition of “key management personnel”. It is therefore 

recommended that paragraph .27A be amended to explain that “management services 

are services where employees of the management entity perform functions as 

“management” (as defined in GRAP 20)”. “Management” is defined in GRAP 20 as those 

persons responsible for planning, directing and controlling the activities of the entity, 

including those charged with the governance of the entity in accordance with legislation, 

in instances where they are required to perform such functions. 

Management services provided free of charge or at a nominal value 

14. On the second matter noted in paragraph .10(b), project group members agreed with the 

inclusion of an additional paragraph in GRAP 20 to clarify that amounts incurred for the 

provision of management services includes amounts paid or payable, and amounts 

recognised and/or disclosed in terms of GRAP 23 Revenue from Non-exchange 

Transactions (Taxes and Transfers).  

Retrospective application of improvements to GRAP 20 

15. Some respondents also questioned the retrospective application of the disclosure of 

management services. These respondents noted that information to retrospectively 
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adjust for the improvement may not be available. Project group members supported the 

Secretariat’s view that the retrospective transitional provisions should be retained as:  

(a) the improvement only impacts the disclosure requirements in the financial 

statements; and  

(b) these related party relationships would have existed in prior periods. Applying the 

amendment retrospectively ensures comparability.  

ACTION REQUESTED #2 

The Technical Committee is requested to INDICATE whether it agrees with: 

(a) the amendments in GRAP 20 relating to the definition of management services 

(see paragraphs 11 to 14); and 

(b) the proposal to retain the retrospective transitional provisions for the 

improvement (paragraph 15).   

Disclosure of outstanding related party balances  

16. The 2020 improvements proposed to delete the disclosure of outstanding related party 

balances where transactions occur within normal supplier and/or client relationships that 

are undertaken within normal established parameters.  

17. Respondents to ED 176 had mixed views about the deletion of this disclosure 

requirement. Some respondents noted that users find the disclosure of outstanding 

related balances useful, and to only disclose narrative information about the nature of 

these transactions may not meet users’ needs. Other respondents noted that the 

misstatement of amounts in these disclosures could affect audit outcomes, if material. 

These respondents therefore supported the deletion of this disclosure requirement. 

18. Project group members recommended that, as a number of stakeholders support the 

current disclosure in GRAP 20, the disclosure in GRAP 20.34 should be retained.   

ACTION REQUESTED #3 

The Technical Committee is requested to INDICATE whether it agrees with the 

proposal to retain the disclosure of outstanding related party balances in GRAP 20. 

Transfers to and from investment property following a change in use 

19. The 2020 improvements amended the requirements relating to transfers to and from 

investment property following a change in use. The propose transitional provisions for 

this improvement in ED 176 required entities to apply the amendment prospectively but 

permitted retrospective application to the extent that it is possible without the use of 

hindsight.  

20. Respondents to ED 176 questioned the option permitting the retrospective application of 

the improvement. Respondents noted that, to improve comparability, entities should not 

be given an option to either apply the improvement retrospectively or prospectively. It 

was also noted that most entities will, from a practical point of view, apply the 

improvement prospectively to prevent the application of hindsight.   

21. Project group members propose to require the prospective application of the 

improvement as this is a simpler option. 
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ACTION REQUESTED #4 

The Technical Committee is requested to INDICATE whether it agrees with the 

proposal to only require the prospective application for the improvement to transfers 

of investment property. 

Deletion of example of quarries and land used for landfill as exceptions to land having 

a limited useful life 

22. The 2020 improvements proposed the deletion of the example in the Standard of GRAP 

on Property, Plant and Equipment (GRAP 17) indicating that quarries and land used for 

landfill may be depreciated in certain cases. Respondents supported the deletion of the 

example but proposed that the transitional provisions for the improvement should be: 

(a) clarified to explain that the improvement will not result in an error, but a change in 

an accounting policy; and  

(b) amended to require the prospective assessment of impairment.  

23.  Project group members supported amendments to the improvements to GRAP 17 in both 

these instances.   

ACTION REQUESTED #5 

The Technical Committee is requested to INDICATE whether it agrees with the 

amendments to the transitional provisions for the depreciation and impairment in 

GRAP 17. 

Deletion of appendices outlining illustrative examples in the Standards of GRAP 

24. During the comment process, a number of respondents questioned the Board’s decision 

to delete appendices outlining illustrative examples after the effective date for the 

Standard has been determined by the Minister of Finance. Respondents noted that the 

illustrative examples are a valuable source of information in understanding the principles 

in the Standards of GRAP. Respondents therefore recommended that the Board should 

reconsider its previous decision to delete these appendices. Project group members 

supported this recommendation.  

ACTION REQUESTED #6 

The Technical Committee is requested to INDICATE whether it supports the 

recommendation to the Board to reconsider its previous decision to delete appendices 

outlining illustrative examples. 

PROPOSED IMPROVEMENTS TO STANDARDS OF GRAP (2020) 

25. The proposed Improvements to Standards of GRAP (2020) that incorporates the 

comment received on ED 176, are included as attachment 3(f).     

ACTION REQUESTED #7 

The Technical Committee is requested to: 

(a)      REVIEW the analysis of the comment on ED 176 and the project group’s proposed 

responses thereto (see attachments 3(d) and 3(e)); and  
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(b)  REVIEW the amendments to the Improvements to the Standards of GRAP (2020), 

and if deemed appropriate, RECOMMEND them to the Board for its consideration 

(see attachment 3(f)). 

  


