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1. WELCOME AND APOLOGIES 

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

M Haldane, N Imamshah, N Kasch, and N Soopal.  

2. CONFIRMATION OF THE AGENDA 

The agenda was CONFIRMED without amendment.  

3. MINUTES OF THE PREVIOUS MEETING 

The minutes of the meeting held on 10 May 2019 were APPROVED without 

amendment.  

4. TECHNICAL ACTIVITIES 

Due process 

4.1 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.  

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

Overarching issues 

4.3 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 from the data supporting the General Report, 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’.  

4.4 Project group members NOTED the following regarding these issues: 

4.4.1 Single view of a debtor’s account:  

• Some members were of the view that having a single view of a 

debtor’s account may not be an issue. For short term debt, it is likely 

that if a debtor has defaulted, this would be indicative of potential non-

payment for other services. Other members explained the complexity 

of municipal debtor’s accounts, and that consumers behave differently 

in relation to payment for the different services they receive or item on 

their monthly invoice. For example, consumers will want to pay for 

electricity so as to not have their electricity cut-off, while the same may 

not be true for water or property rates where the consequences for 

non-payment are limited.  
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• It was noted that each municipality has its own business rules 

regarding the allocation of receipts to services provided, and that this 

would need to be considered in developing the impairment model. 

Others noted that the entity would need to consider the customers’ 

view of payment rather than the entity’s views on the allocation of 

payments.  

• It was observed that entities will need to clearly distinguish receivables 

that arise from contractual and statutory arrangements as the 

impairment requirements are different.  

• It would be useful to discuss the ‘single view’ issue at the reference 

group.  

• It was questioned how entities would deal with the situation where 

they do not have direct interaction with their debtors, e.g. UIF and the 

SETAs. It was observed that some of these transactions may not be in 

the scope of GRAP 104.  

4.4.2 Impairment losses and effect on government finances:  

• It was observed that some public entities have seen decreases in their 

impairment losses. This may have been because these entities 

previously applied IAS 39 incorrectly by using a ‘matrix’ approach that 

saw debtors being impaired based on days outstanding.  

• The IASB also observed that there was not as significant a change in 

impairment losses as originally expected. They noted that this may be 

because of the fairly stable global economic environment (compared 

to the global financial crisis that drove many of the changes to IAS 

39).  

• It may be useful for the ASB to communicate the potential effect of the 

change in the approach to impairment. The potential effect on Key 

Performance Indicators based on debt, or debt collection, could also 

be emphasised in the communication. 

• Some members were concerned that, while the impairment model in 

IFRS 9 on Financial Instruments is appropriate for the private sector, it 

is inappropriate for the public sector. This is because the level of 

sophistication and maturity of the financial management environment 

in the private and public sectors is so different. It was also noted that 

there may not be better information available on impairment losses if 

entities are not going to change their behaviour to revenue and 

debtors.  

• The Secretariat indicated that, while accounting standards should not 

drive behaviour, some of the municipalities involved in the project have 

started reviewing their information on debtors and revenue more 

closely and identified areas of management that could be improved.  

4.4.3 Implementation support: It was suggested that the ASB communicates what 

the differences are between IFRS 9 and GRAP 104 so that consultants do not 
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provide guidance/advice/support materials to public sector entities that is 

based on IFRS 9.  

Issue #1 – Retrospective application without retrospective restatement 

4.5 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. 

4.6 Members QUESTIONED why this change is needed, and why it only focuses on 

receivables. The focus on receivables may result in confusion as to what the 

treatment should be for other instruments.  

4.7 Members AGREED that the guidance in paragraph .18 should be deleted. An FAQ 

should be developed explaining what the transitional provisions mean, i.e. 

restatement from origination, and the circumstances when this may be impracticable. 

The GRAP Guideline could illustrate an example of the application.  

Issue #2 – Removal of option to restate comparative information 

4.8 The Secretariat NOTED that the transitional provisions in IFRS 9 – and consequently 

in ED 177 - 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. Restatement is optional.  

4.9 Members SUPPORTED the proposal to delete the option to restate comparative 

information as this is easier for entities to apply. They also observed that there was 

limited restatement in the private sector.  

4.10 Members INDICATED that references to “or earlier” should be deleted in the text if 

the presentation of comparative information will no longer be permitted.  

Issue #3 - Transitional relief and early adoption 

4.11 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.  

4.12 The Secretariat EXPLAINED that when the issue was discussed at the project group 

meeting for preparers, they indicated that they prefer the three-year relief period as it 

allows for piecemeal adoption of the Standard.  

4.13 Members DEBATED the feasibility of the three-year relief period:  
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Pros 

• The three-year transitional period would mean that the effective date is earlier. 

This may encourage entities to start acting sooner than the delayed effective 

date.  

• There might be better participation in the reference group if entities are required 

to act because of the effective date that is sooner.  

• It was acknowledged that piecemeal adoption may be desirable, but that this can 

be achieved outside the financial statements.  

Cons 

• There would be different information available in the market across the sector as 

entities would be allowed to adopt based on their own decisions.  

• The adoption of the changes over a three-year period could allow entities to 

cherry pick what they want to implement and when they want to implement to it, 

which may lead to manipulation of results (e.g. time of adoption of changes to 

drive a specific financial outcome).  

• It was discussed whether the ASB could identify specific activities that need to 

be completed over the three-year period, e.g. year 1 – classification and 

recognition, year 2 – measurement and impairment, etc. Members were of the 

view that it is not possible to make decisions about the accounting treatment of 

parts of financial instruments in isolation. 

• Questions were raised about the treatment of new instruments during the three-

year period, i.e. will they be accounted for using the old accounting policies, or 

the new accounting policies. While it is logical to apply the new principles to the 

new instruments, this might not be possible if the entity is still developing an 

appropriate model to deal with both old and new instruments.  

• Questions were raised about whether measurement would be still be required “at 

the date of adoption” if the three-year period is permitted. The Secretariat noted 

that in the past, measurement was required on the date of adoption. Members 

were of the view that providing the relief is not helpful unless the ‘measurement 

date’ is also changed. This would need to be the start of the period in which the 

accounting policy for those specific transactions is changed.  

4.14 Members AGREED that the complexity of the three-year approach seemed to 

outweigh the benefits of the approach. Both alternatives, with supporting arguments, 

should be presented to the Technical Committee and Board for its consideration.  

4.15 Members NOTED that, if the effective date is delayed, the manner/timing of adoption 

within the time allowed could be discussed by the reference group to provide 

guidance to entities.  

Issue #4 – Transitional provisions on the use of fair value when amortised cost cannot be 

determined  

4.16 The Secretariat EXPLAINED that a participant in the roundtable discussion indicated 

that the transitional provision in paragraph .12 of ED 177 is only available for 

instruments that were designated at fair value.  



6 

 

4.17 The Secretariat reviewed the requirements of IFRS 9 and was of the view that it 

related to all instruments.  

4.18 Members CONFIRMED that relief is available to all instruments that are now 

measured at amortised cost. 

Review of analysis of comments and proposed changes to ED 177 

4.19 Members REVIEWED the analysis of comments and proposed changes to ED 177. It 

was AGREED that some of the paragraph references in paragraph 3 should be re-

instated. Subject to this and the other amendments agreed, the documents were 

RECOMMENDED to the Technical Committee for its consideration.  

Secretariat 

5. WAY FORWARD 

5.1 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.  

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

administrative arrangements related to the initiation of the reference group.  

5.3 Members were THANKED for the participation over the duration of the project.  

Prepared by:  J Poggiolini 

Date issued:  13 February 2020 

 

 

 


