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EXPOSURE DRAFT – ED 184 PROPOSED REVISION OF THE STANDARD OF GRAP 
ON EMPLOYEE BENEFITS 

This Exposure Draft outlines 
proposed amendments to Employee 

Benefits 
 
 
 

Overview This Executive Summary outlines the proposed requirements for the revised Standard of 

GRAP on Employee Benefits (GRAP 25). The proposed revisions are needed to better 

align the Standards of GRAP with recent international developments. 

The proposed amendments will result in better information on defined benefit plans, other 

long-term employee benefits and termination benefits.   

Consultation process The amendments to GRAP 25 have been published for comment as ED 184.  

The comment deadline is 30 November 2020.  

Supporting material The Invitation to Comment (ITC) includes a summary of the key changes proposed to 

GRAP 25.  

A table that provides a summary of the changes per type of employee benefit has been 

published.  

A mark-up of the Exposure Draft, showing the proposed changes, has been published 

with the Exposure Draft as background information. 

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

Next steps The comments on ED 184 will be analysed in the first quarter of 2021 and potential 

amendments identified.  
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Why did the Board revise GRAP 25? 

Developments in international 

standards introduced new 

principles and guidance 

The International Public Sector Accounting Standard on Employee Benefits (IPSAS 25) was revised by the IPSASB in 2016 

to align it with the requirements of the International Accounting Standard on Employee Benefits®. The IPSASB issued 

IPSAS 39 to replace IPSAS 25. 

The changes mostly related to the measurement, presentation and disclosure of post-employment defined benefit plans.  

Feedback from our 

stakeholders indicated that a 

review is necessary 

GRAP 25 was developed in 2009 based on IPSAS 25 in issue at the time, which has become outdated. During the Board’s 

work programme consultation for 2017 to 2020, stakeholders expressed a need for the Board to consider whether GRAP 25 

should be revised to align it with the most recent thinking internationally. 

The review also considered whether local guidance on employee benefits may be necessary.  

Is this a “convergence” 

project? 

Given the extent of the areas reviewed and the potential changes, the Board agreed that it should align with IPSAS 39 as 

far as possible, but that consideration should be given to areas where departure from the requirements of IPSAS 39 may 

be appropriate. These include departing because of (a) local issues, e.g. specific areas where local practices indicate 

guidance is required, and (b) the need to simplify the requirements of the Standards where appropriate. 
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Scope 

What are employee 

benefits? 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees, or for the 

termination of employment. 

Employee benefits include:  

• Short-term employee benefits (due to be settled wholly before twelve months after the end of the reporting period in which 
the employees render the services, other than termination benefits). 

• Post-employment benefits (employee benefits that are payable after the completion of employment, other than termination 
benefits and short-term employee benefits). 

• Termination benefits (provided in exchange for the termination of an employee’s employment as a result of either an 
entity’s decision to terminate an employee’s employment before the normal retirement date, or an employee’s decision to 
accept an offer of benefits in exchange for the termination of employment). 

• Other long-term employee benefits. 

Are all employee benefits 

in the scope of GRAP 25? 

GRAP 25 applies to all employee benefits, except those that are dealt with in other Standards, for example: 

• Share based payment transactions (see the IFRS® Standard on Share-based Payment). 

• The initial recognition and measurement of assets and liabilities acquired in:  

o a transfer of functions between entities under common control (see the Standard of GRAP on Transfer of Functions 
Between Entities Under Common Control); 

o a transfer of functions between entities not under common control (see the Standard of GRAP on Transfer of Functions 
Between Entities Not Under Common Control); and  

o mergers (see the Standard of GRAP on Mergers). 

• Reporting by employee retirement benefit plans (see the IAS® on Accounting and Reporting by Retirement Benefit Plans). 

• Social benefits that are not consideration in exchange for service rendered by employees or past employees. 
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Short-term employee benefits 

When and how are short-

term employee benefits 

recognised? 

Short-term employee benefits are recognised when an employee has rendered service to an entity during a reporting period.  

An entity recognises an undiscounted amount as an expense (unless another Standard requires or permits the inclusion of 

benefits in the cost of an asset), and a liability to the extent that the benefits have not yet been provided to the employee.  

Post-employment benefits 

How are defined 
contribution and defined 

benefit plans 
distinguished? 

Post-employment plans are classified as either defined contribution or defined benefit plans, depending on the economic 

substance of the plan as derived from its terms and conditions.  

Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a separate 

entity and will have no legal or constructive obligation to pay further contributions if the fund does not hold sufficient assets to 

pay all employee benefits relating to employee service. Therefore such plans limit the entity’s legal or constructive obligation 

to the amount that it agrees to contribute to the fund. Consequently, actuarial risk and investment risk fall in substance on the 

employee. 

Defined benefit plans are post-employment benefit plans that are not defined contribution plans. 

GRAP 25 provides specific guidance on the classification of the following types of plans: 

• Multi-employer plans. 

• Plans that share risks between entities under common control. 

• State plans. 

• Insured benefits. 
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Post-employment benefits: Defined contribution plans 

How are defined 

contribution plans 

recognised and 

measured? 

Payments to defined contribution plans are recognised when an employee has rendered service to an entity during a reporting 
period:  

• as an expense (unless another Standard requires or permits the inclusion of benefits in the cost of an asset); and  

• as a liability to the extent that the contributions have not yet been paid to the plan.  

The contributions are discounted where they are not expected to be settled wholly before twelve months after the end of the 
reporting period in which the employees render the related service. 

Post-employment benefits: Defined benefit plans 

What are the steps to 

account for defined 

benefit plans? 

Defined benefit plans are accounted for with the following steps: 

(a) Determining the deficit or surplus. 

This is the present value of the obligation (an estimate of the ultimate cost to the entity of the benefit that employees have 
earned in return for their service in the current and prior periods, using the projected unit credit method), less the fair value 
of any plan assets.  

(b) Determining the amount of the net defined benefit liability (asset). 

This is the amount of the deficit or surplus (see (a)), adjusted for any effect of limiting a net defined benefit asset to the 
asset ceiling.  

(c) Determining amounts to be recognised in surplus or deficit.  

This includes current service cost, past service cost and gains and losses on settlements, and interest on the net defined 
benefit liability (asset). 

(d) Determining the remeasurement of the net defined benefit liability (asset) recognised in surplus or deficit. 

This comprises actuarial gains and losses, the return on plan assets*, and any change in the effect of the asset ceiling*. 

(*) Excluding amounts included in net interest on the net defined benefit liability (asset). 
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How regularly should the 
calculations be 

performed, and must an 
actuary be used? 

The net defined benefit liability (asset) is determined with sufficient regularity that the amounts recognised do not differ 
materially from what would have been determined at the end of the reporting period.  

Entities are encouraged, but not required, to involve a qualified actuary in the measurement of material post-employment 
benefit obligations. Entities should, however, update their last actuarial valuation for any material transactions or changes in 
circumstances up to the end of the reporting period. 

How are defined benefit 
plans measured? 

In order to measure the present value of the post-employment benefit obligations and related current service cost, it is 
necessary to: 

(a) Apply an actuarial valuation method; The projected unit credit method is used. 

(b) Attribute benefit to periods of service; and Benefit is attributed to periods of service under the plan’s 
benefit formula, unless an employee’s service in later years 
will lead to a materially higher level of benefit than in earlier. 
In that case, benefit is attributed on a straight-line basis. 

(c) Make actuarial assumptions. Actuarial assumptions are the best estimates of the 
variables that will determine the ultimate cost of providing 
post-employment benefits. They include:  

• demographic assumptions about the future 
characteristics of current and former employees (and 
their dependants) who are eligible for benefits; and 

• financial assumptions such as the discount rate, benefit 
levels, future medical costs in the case of medical 
benefits and taxes payable by the plan. 

Current service cost is determined using actuarial assumptions at the start of the reporting period. If an entity remeasures the 
net defined benefit liability (asset) as a result of a plan amendment, curtailment or settlement (see below), current service cost 
for the remainder of the reporting period is determined using the actuarial assumptions used to remeasure the net defined 
benefit liability (asset). 
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What is past service cost 
and a gain or loss on 

settlement and when is it 
recognised? 

Past service cost is the change in the present value of the defined benefit obligation resulting from: 

• a plan amendment (when an entity introduces, or withdraws, a defined benefit plan or changes the benefits payable under 
an existing defined benefit plan); or 

• a curtailment (when an entity significantly reduces the number of employees covered by a plan).  

Past service cost is recognised at the earlier of: 

• when the plan amendment or curtailment occurs; and 

• when the entity recognises related restructuring costs or termination benefits. 

A gain or loss on settlement is the difference between (a) the present value of the defined benefit obligation being settled and 
(b) the settlement price. 

• A gain or loss on settlement is recognised when the settlement occurs. 

How is net interest 
determined? 

Net interest on the net defined benefit liability (asset) is determined by multiplying the net defined benefit liability (asset) by 
the discount rate determined at the start of the reporting period.  

If an entity remeasures the net defined benefit liability (asset) during the reporting period as a result of a plan amendment, 
curtailment or settlement, net interest for the remainder of the reporting period is determined using the remeasured net defined 
benefit liability (asset) and the discount rate used for the remeasurement. 

Can assets and liabilities be 
offset in the statement of 

financial position? 

An asset related to one plan may only be offset against a liability related to another plan when the entity: 

(a) has a legally enforceable right to use a surplus in one plan to settle obligations under the other plan; and 

(b) intends to either settle the obligations on a net basis, or to realise the surplus in one plan and settle its obligation under 
the other plan simultaneously. 
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What does the information 
disclosed in the financial 

statements aim to achieve? 

The nature, extent and significance of defined benefit plans are likely to vary from entity to entity, with many entities phasing 
out defined benefit plans. An entity applies materiality in deciding what information should be disclosed about its defined 
benefit plans in the financial statements.  

In principle, the information disclosed in the financial statements should enable users to understand: 

(a) the characteristics of defined benefit plans and risks associated with them; 

(b) the amounts in the financial statements arising from defined benefit plans; and 

(c) how defined benefit plans may affect the amount, timing and uncertainty of future cash flows. 

Other long-term employee benefits 

How are other long-term 
employee benefits 

accounted for and what 
information should be 

disclosed in the financial 
statements? 

Other long-term employee benefits are accounted for in a similar manner than post-employment defined benefit plans. 

The disclosure objectives for other long-term employee benefits are similar to post-employment defined benefit plans, 
although GRAP 25 does not require specific information to be disclosed to meet those objectives. An entity considers whether 
the disclosure requirements in other Standards of GRAP contribute towards meeting the objectives, for example GRAP 20 on 
Related Party Disclosure, GRAP 1 on Presentation of Financial Statements and GRAP 19 on Provisions, Contingent Assets 
and Contingent Liabilities. 

Termination benefits 

When are termination 
benefits recognised? 

Termination benefits are recognised at the earlier of: 

(a) when the entity can no longer withdraw the offer of those benefits; and 

(b) when the entity recognises costs for a restructuring that involves the payment of termination benefits. 
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How are termination 
benefits measured? 

Assess the nature of the employee benefit provided as a termination benefit and measure the benefit accordingly:  

If termination benefits are: An entity applies the requirements of: 

An enhancement to post-employment benefits Post-employment benefit 

Expected to be settled wholly before twelve months after the end of the 
reporting period in which the termination benefit is recognised 

Short-term employee benefits 

Not expected to be settled wholly before twelve months after the end of the 
reporting period 

Other long-term employee benefits 

 

What information should be 
disclosed on termination 

benefits? 

The disclosure objectives for termination benefits are similar to post-employment defined benefit plans and other long-term 
employee benefits. 

GRAP 25 does not require specific information to be disclosed to meet these objectives. An entity considers whether the 
disclosure requirements in other Standards of GRAP contribute towards meeting the objectives, for example GRAP 20, GRAP 
1 and GRAP 19. 
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How to access information 

Access information on  

ED 184 

Visit our website on www.asb.co.za. 

Access the following:  

• Exposure Draft as well as a marked-up version of GRAP 25.  

• ITC, which includes a summary of the key changes proposed to GRAP 25.  

• A table that provides a summary of the changes per type of employee benefit.  

 

http://www.asb.co.za/

