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FEEDBACK STATEMENT – ED 174 PROPOSED DIRECTIVE ON THE APPLICATION 
OF STANDARDS OF GRAP BY PUBLIC ENTITIES THAT APPLY IFRS® STANDARS 

This Feedback Statement outlines 

feedback received on the proposed 

Directive on The Application of 

Standards of GRAP by Public Entities 

that Apply IFRS® Standards (ED 174)  

 

Overview This Feedback Statement outlines decisions taken by the Accounting Standards Board 

(hereafter referred to as “the Board”) prior to approving the Directive on The Application 

of Standards of GRAP by Public Entities that Apply IFRS® Standards.    

Consultation process The Board undertook a public consultation process with users of financial statements, 

preparers, auditors and other interested parties. The consultations with preparers were 

specifically focused on those stakeholders that apply International Financial Reporting 

Standards (IFRS® Standards) in preparing their financial statements.  

Supporting material The Board’s analysis of the written and verbal comments received on ED 174, along with 

its responses thereto.  

Directive 14 on The Application of Standards of GRAP by Public Entities that Apply IFRS® 

Standards. 

These materials can be accessed on the ASB’s website.  

Next steps The Directive is effective for financial periods commencing on or after 1 April 2021.      
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What we heard 

General support for the 

principles in the Directive  

Respondents welcomed, and generally supported, the principles in the proposed Directive.  

Considering pronouncements 

of other standard-setting 

bodies that deal with 

presentation and disclosure 

requirements  

Respondents questioned whether the pronouncements of other standard-setting bodies (including Standards of GRAP) that 

deal with specific presentation and disclosure requirements, should be considered where an IFRS Standard dealing with 

these requirements does not exist. 

The Board noted that the pronouncements of other standard-setting bodies that deal with specific presentation and 

disclosure requirements are developed to meet the information needs of the users of that relevant reporting framework. The 

Board therefore concluded that pronouncements dealing with presentation and disclosure requirements, where an 

equivalent IFRS Standard does not exist, should not be considered when applying the IFRS reporting framework. As 

examples, IFRS entities should therefore, not consider GRAP 18 on Segment Reporting or GRAP 24 on Presentation of 

Budget Information in Financial Statements.  

Assessing whether the 

principles in the Standards of 

GRAP and/or the GRAP 

Conceptual Framework 

conflict with the IFRS 

Standards and/or the IFRS 

Conceptual Framework 

Some respondents questioned why management, rather than the standard-setter, should assess whether the principles in 

a Standard of GRAP and/or the GRAP Conceptual Framework conflicts with an IFRS Standard and/or the IFRS Conceptual 

Framework. These respondents noted that, allowing management to make this assessment, is subjective and can result in 

two IFRS entities concluding differently on the same accounting issue.  

The Board concluded that management is more familiar with, and best understands its users and their information needs. 

Based on management’s knowledge of who their users are, and what information these users need to make economic 

decisions, preparers are in a better position to assess whether such a conflict exists.  

The objective of the Directive has been clarified 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.  
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What we heard 

Specific transitional 

arrangements on first time 

adoption  

Some respondents questioned the transitional arrangements to be applied on the initial adoption of the proposed Directive. 

The Board noted that, as the principles in the Directive are based on the requirements in IAS 8 on Accounting Policies, 

Changes in Accounting Estimates and Errors, any changes to an entity’s accounting policies following the adoption of the 

Directive, should be accounted for in terms of IAS 8. This explanation has been included in the basis for conclusions.  

Summary of key principles  

Which entities should apply 

the Directive?  

Public entities that apply IFRS in accordance with Directive 12 on The Selection of an Appropriate Reporting Framework by 

Public Entities, should apply the Directive. Other entities that apply IFRS are not required to apply the Directive.  

What other IFRS Standards 

should be considered with the 

Directive? 

The Directive should be read in conjunction with IAS 8 that sets out the principles for formulating an accounting policy in the 
absence of an IFRS Standard that specifically applies to a transaction, other event or condition. 

What is the objective of the 

Directive?  

Entities that apply IFRS in accordance with Directive 12 may need to formulate an accounting policy in the absence of an 

IFRS Standard that specifically applies to a transaction, other event or condition. The Directive explains when, and in what 

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

when formulating an accounting policy.  

When formulating an accounting policy in the absence of an IFRS Standard, an entity should consider its users and their 

information needs. 
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Summary of key principles  

What does IAS 8 say about 

formulating an accounting 

policy in the absence of an 

IFRS Standard? 

IAS 8 indicates that an entity may formulate an accounting policy using the pronouncements of other standard-setting 

bodies, after considering: 

(a) the requirements of an IFRS Standard that deal with a similar and related issue; and  

(b) the definitions, recognition criteria and measurement concepts of assets, liabilities, income and expenses in the IFRS 

Conceptual Framework.   

The accounting policy that is formulated should result in information that:  

(a)   is relevant to the economic decision-making needs of users; and  

(b)   meets the qualitative characteristics of the IFRS Conceptual Framework. 

When should a Standard of 

GRAP not be considered 

when formulating an 

accounting policy? 

A Standard of GRAP shall not be considered when formulating an accounting policy if:  

(a) the principles in the Standard of GRAP and/or the GRAP Conceptual Framework conflict with the requirements in the 

IFRS Standards and/or the IFRS Conceptual Framework; 

(b) an IFRS Standard exists for the transaction, other event or condition, for example impairment of assets;  

(c) an IFRS Standard exists that deal with a similar or related issue;  

(d) the definitions, recognition criteria, measurement concepts of assets, liabilities, income and expenses in the IFRS 

Conceptual Framework have not been considered; 
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Summary of key principles  

  

(e) the entity wants to achieve a specific outcome that will be different had the requirements in the IFRS Standards and/or 

the IFRS Conceptual Framework been applied;  

(f) applying the Standard of GRAP does not meet the qualitative characteristics in the IFRS Conceptual Framework, and 

is not relevant to the economic decisions-making needs of users; or 

(g) the Standard of GRAP deals with specific presentation and disclosures requirements for which an equivalent IFRS 

Standard does not exist, for example GRAP 24, or is not applicable, for example GRAP 18. 

What should be considered in 

assessing whether a conflict 

exists between a Standard of 

GRAP and/or the GRAP 

Conceptual Framework, and 

an IFRS Standard and/or the 

IFRS Conceptual Framework? 

In considering whether a conflict exists between a Standard of GRAP and/or the GRAP Conceptual Framework, and an 

IFRS Standard and/or the IFRS Conceptual Framework, management needs to consider: 

(a) service potential 

The concept of service potential is embodied in the definition of an asset and liability in the public sector as public 

sector entities hold assets to provide services. Service potential enables an entity to achieve its service delivery 

objectives, without necessarily generating cash flows or other economic benefits. As profit-orientated entities hold 

assets to generate returns on investments, or returns of investments, rather than to provide a service, the concept of 

service potential is not included in the IFRS Conceptual Framework.   
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Summary of key principles  

 

(b) its users of the financial statements and their information needs 

Users of financial statements prepared using the IFRS Standards are interested in information on the return on their 

investments, and/or the return of their investments. Users of financial statements prepared using Standards of GRAP 

are interested in whether public funds were spent in accordance with the budget, and in understanding the extent to 

which the entity has achieved its performance objectives in delivering on its mandate.  

Given the difference in the nature of the activities undertaken by public sector and profit-orientated entities, and the 

differences in the information needs of their users, management needs to consider these differences in assessing whether 

a conflict exists. 

What should an entity do if it 

concludes that a conflict 

exists between the two 

conceptual frameworks?  

An entity cannot consider the principles in a Standard of GRAP when formulating an accounting policy when management 

concludes that a conflict exists between the GRAP conceptual framework and the IFRS conceptual framework.  

An entity should consider the most recent pronouncements of other standard-setting bodies that use a similar conceptual 

framework, other accounting literature and accepted industry practices, subject to the IAS 8 requirements.   

If no conflict exists between 

the two conceptual 

frameworks, should the 

Standard of GRAP be adopted 

as part of the entity’s 

reporting framework?  

If no conflict exists between the two reporting frameworks, IAS 8 does not require an entity to adopt a Standard of GRAP 

as part of the IFRS reporting framework where such a Standard is used to formulate an accounting policy.  

What are the arrangements for 

first time adoption? 

Where an entity changes its accounting policies following the adoption of Directive 14, any changes need to be accounted 

for in terms of IAS 8.  
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How to access information   

Access information on the 
ASB and its work 
programme online 

Visit our website on www.asb.co.za 

Subscribe to our Newsletter 

Access the translated versions of the Standards 

 ASB@ASB_SA 

 https://www.linkedin.com/company/accounting-standards-board 

 https://www.facebook.com/AccountingStandardsBoard/ 
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