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1. WELCOME AND APOLOGIES 

Members were WELCOMED to the meeting. Apologies were NOTED from: A Mare, C 

Towsen, E Richards, E Breedt, S Abrahams, N Soopal, J Mojapel0, A Maree, L Fokazi, 

and M Dullabh.  

2. MINUTES OF THE PREVIOUS MEETING 

The minutes of the meeting held on 13 May 2019 were APPROVED without amendment.  

3. TECHNICAL ACTIVITIES 

Due process 

3.1 The Secretariat EXPLAINED the due process followed to solicit comments on ED 177 

on Proposed Transitional Provisions for the Amendments to GRAP 104 on Financial 

Instruments (Revised in 2019). The low participation rate in the due process is largely 

because of the complexity of the topic and many entities do not have complex financial 

instruments.  

3.2 Project group members NOTED the process and did not raise any specific comments.  

Overarching issues 

3.3 The Secretariat EXPLAINED that a number of overarching issues were raised by 

respondents. These included:  

• The reliability of data on debtors. Based on information provided to the Secretariat 

by the AGSA, there are approximately 25% of municipalities that have issues with 

debtors.  

• The potential effect of an increase in impairment losses on government debt and 

going concern.  

• Policy issues related to the budgets of local government.  

• The need for implementation support, specifically the need for a ‘reference group’ 

and the development of specific implementation ‘tools’.  

3.4 Project group members NOTED the following regarding these issues:  

• There was support for the reference group and members indicated their willingness 

to participate in the group.  

• Members indicated that preparers that participate in the group should use evidence-

based information to demonstrate the pervasiveness of implementation issues (if 

identified). As an example, the metric of 25% of municipalities with issues on debtors 

is useful to understand the extent of the problem and the nature of the assistance 

that could be needed.  

• SALGA should be invited to participate in the reference group.  

• It was suggested that instead of having separate sessions with public entities and 

municipalities, it might be useful to segment the reference group into types of 

transactions as some are common across entities.  
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Issues #1and #2 – Meaning of transitional provisions and retrospective restatement 

3.5 The Secretariat EXPLAINED that respondents raised issues about the potential 

differences in interpretation of the proposed requirements in ED 177 for retrospective 

application of impairment without the mandatory restatement of comparative 

information. Given the data issues that exist, the Secretariat added paragraph .18 to 

explain that for debtors, this means assessing expected credit losses on the date of 

adoption.  

3.6 Some members INDICATED that comparability might be compromised if there is no 

requirement to restate comparative information.  

3.7 The Secretariat NOTED that the transitional provisions in IFRS 9 on Financial 

Instruments do not require mandatory restatement. An underlying reason for not 

requiring restatement is because impairment testing is an ‘at a reporting date’ 

assessment, which is difficult to perform in subsequent periods without applying 

hindsight.  

3.8 Project group members SUPPORTED the principle that comparative information need 

not be restated, as long as preparers provide sufficient information in the financial 

statements about classification and impairment between the current and prior year.  

3.9 Project group members DEBATED the option of restating comparative information. 

Members AGREED that the option to restate comparative information should be deleted. 

They were of the view that it would be difficult to demonstrate that hindsight was not 

applied in restating comparative information. They were also of the view that, even 

though the restatement is voluntary, auditors may require the restatement of the 

comparative information.  

Secretariat 

3.10 Project group members SUPPORTED the proposal to explain what retrospective 

application without retrospective restatement means for debtors. They AGREED that 

this should be extended to all financial assets and not be limited to receivables as the 

same issues would apply. It was AGREED that paragraph .17 should be revised and 

paragraph .18 deleted to accommodate this change.  

Secretariat 

Issue #3 – Transitional relief and early adoption 

3.11 The Secretariat EXPLAINED the proposed change in approach to providing transitional 

relief in ED 177, i.e. delaying the effective date rather than providing a three-year 

transitional period. The Secretariat NOTED that no adverse comments were received 

on either the change in approach or effective date during the comment process, other 

than questioning the effect on the early adoption of the Standard. The Secretariat 

EXPLAINED that paragraph .02 had been added to explain that entities could early 

adopt the Standard. This implies early adoption in full, rather than ‘piecemeal’ adoption.  

3.12 Project group members DEBATED the proposed approach. Many members 

SUPPORTED the ‘piecemeal’ adoption of the Standards. Applying a ‘piecemeal’ 

approach allows entities to implement the requirements for specific transactions, and 

then roll-out lessons learned for other transactions. They NOTED that while this can be 

done outside the system, it does not provide them with the assurance they need. They 
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were of the view that the previous three-year transitional period facilitates this 

‘piecemeal’ adoption.  

3.13 Members from entities with large volumes of investments, loans and debtors indicated 

that a ‘big-bang’ approach is not possible for them and that the three-year phased in 

approach is more feasible and allows lessons to be learned. They also OBSERVED that 

if the effective date is earlier with a three-year transitional period, there is a need to 

demonstrate at an organisational level what actions are being undertaken to comply.  

3.14 Some members OBSERVED that the same could be achieved by providing the detailed 

disclosure required by GRAP 3 on Accounting Policies, Changes in Accounting 

Estimates and Errors on the impact of not yet effective Standards of GRAP. It was 

however acknowledged that this is an area where entities do not provide detailed 

enough information.  

3.15 The Secretariat NOTED that the proposal would be raised with the Board.  

Secretariat 

Review of analysis of comments and revised ED 177 

3.16 Project group members REVIEWED the analysis of comments and revised ED 177. 

3.17 Subject to the discussions on the issues above, the Project group RECOMMENDED the 

analysis of comments and revisions to ED 177 to the Technical Committee for its 

consideration.  

4. WAY FORWARD 

4.1 The Secretariat EXPLAINED the way forward regarding the Board’s process to finalise 

the transitional provisions for financial instruments and the approval required from the 

Minister of Finance.  

4.2 The Secretariat NOTED that the next likely communication on GRAP 104 would likely 

be administrative arrangements related to the initiation of the reference group.  

4.3 Project group members NOTED the following:  

• It was again requested that the DBSA, IDC and similar entities be invited to share 

their experiences with the group. The Secretariat will arrange this once the 

reference group has been established.  

• The most significant concern at present is on the revised impairment requirements.  

• The OAG will need to develop a more detailed GRAP Guideline on Financial 

Instruments when compared to other topics.  

 

Prepared by:  J Poggiolini 

Date issued:  10 February 2020 

 

 

 

 


