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1. WELCOME AND APOLOGIES 

Project group members were WELCOMED to the meeting. Apologies were NOTED from N 

Soopal and C Towsen.  

2. CONFIRMATION OF THE AGENDA 

The agenda was CONFIRMED without amendment.  

3. MINUTES OF THE PREVIOUS MEETINGS 

The minutes of the previous meeting were APPROVED without amendment. 

4. TECHNICAL MATTERS 

4.1 The Secretariat PROVIDED an overview of the project to date, including the decisions 

agreed by the Board in July 2020. These decisions were as follows:  

• Materiality decisions are period specific and do not result in the restatement of 

prior period information unless an error occurred in the application of materiality.  

• The application of an accounting policy based on the Standards of GRAP to 

material items in a reporting period is considered in the same way as the first-time 

application of an accounting policy to those items.  

• The next steps are to (a) develop an Interpretation of the Standards of GRAP to 

explain the effect of past materiality decisions, (b) propose an amendment to 

paragraph .17 of GRAP 3, and (c) review the Guideline to assess if changes are 

needed.   

• The Board agreed that the Secretariat should do more work on whether accounting 

policies based on Standards of GRAP – once adopted – needed to be applied to 

all similar items going forward, irrespective of their materiality. It was agreed that 

this could be resolved by considering the unit of account for a transaction. It was 

agreed that this could be illustrated through examples rather than providing 

specific guidance on the unit of account. As the IPSASB is revising its Conceptual 

Framework, the Board thought it premature to develop any explicit guidance on 

the unit of account at present.  

4.2 The Secretariat NOTED that, while one of the objectives of the discussion is to review 

the draft Interpretation, a key objective is to assess if the “unit of account” discussion as 

outlined in the memorandum and Interpretation are appropriate.  

Applying alternative accounting treatments and accounting policies based on Standards of 

GRAP 

4.3 The Secretariat EXPLAINED that when it presented the Issues Paper in May/June it 

proposed that once an accounting policy based on the Standards of GRAP was applied, 

that policy needed to be applied to all similar items. Materiality could not be applied in 

subsequent periods. Reservations were expressed about whether this is appropriate.  

4.4 The Secretariat OBSERVED that in the earlier discussions, the Issues Paper may have 

created the impression that the accounting for transactions is “linear”, i.e. that 

transactions were immaterial and then became material. It may however be possible for 

similar items to be both immaterial and material in the same year.  



 

3 

4.5 The Secretariat also EXPLAINED that paragraph .12 in GRAP 3 on Accounting Policies, 

Changes in Accounting Estimates and Errors, which deals with the consistent 

application of accounting policies may have resulted in the conclusions reached. On 

reflection, this paragraph deals with the consistent application of accounting policy 

choices in the Standards of GRAP, rather than being able to apply alternative accounting 

treatments and accounting policies to similar items based on materiality.  

4.6 The Secretariat INDICATED that it may be possible to have alternative accounting 

treatments and accounting policies for similar items, and that the accounting would vary 

depending on materiality. The “unit of account” idea was explored as a potential way of 

explaining the application.  

4.7 The Secretariat EXPLAINED that there is no clear guidance on the “unit of account” in 

the Conceptual Framework for General Purpose Financial Reporting or the Guideline on 

The Application of Materiality to Financial Statements. Some Standards, such as GRAP 

17 on Property, Plant and Equipment, allow the recognition of individual items or groups 

of items. Materiality could therefore depend on whether the transaction is accounted for 

individually, or as a group.  

4.8 The Secretariat EXPLAINED that the project group members comprising the firms and 

technical specialists disagreed with linking materiality to the “unit of account” given the 

uncertainty internationally and in practice on what “unit of account” means. They noted 

the potential for unintended consequences, particularly on derecognition, and whether 

this meant that items should be recognised individually or whether the whole group 

should be derecognised.  

4.9 The Secretariat EXPLAINED that the other project group proposed amending examples 

1 and 2 in the memorandum to explain that materiality, and materiality thresholds, are 

determined individually and collectively. The examples could be combined into one, 

separately illustrating that (a) in the first scenario, the capitalisation of individual assets 

is appropriate as the entity does not believe the collective effect is material (both now 

and into the future), whereas in (b) the second scenario the entity believes the collective 

effect is, or will become, material.  

4.10 Some project group members INDICATED that they agreed with the examples outlined 

in the memorandum as this is what they have applied in practice. Other members 

NOTED that the example of desks may be difficult to understand as desks have the 

same utility and potentially does not illustrate the point effectively.  

4.11 The Secretariat NOTED that the other project group had the same view and suggested 

changing the example to refer to computer equipment.  

4.12 The project group AGREED that this would better illustrate the point. It was also 

SUGGESTED that more emphasis be placed on qualitative materiality.  

Secretariat 

4.13  Project group members DISCUSSED the following example to test this principle:  

Year 1 – Expense assets that cost individually less than R5,000.  

Year 2 – Capitalise assets that cost individually less than R5,000 because a number of 

assets were acquired that made them collectively material in year 2.  

Year 3 – What would an entity do?  
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4.14 The Secretariat EXPLAINED that the other project group agreed that the circumstances 

need to be considered, but that it would still be possible to continue to expense assets 

in year 3, but the materiality threshold may need to change to cater for the collective 

effect of the assets acquired.  

4.15 A project group member ASKED whether the two examples address an instance where 

a municipality purchases and capitalises a number of water meters in a year because 

they are collectively material, and then subsequently expenses “replacement” meters 

purchased in later years. The water meters are recognised using paragraph .09 of GRAP 

17 on Property, Plant and Equipment.  

4.16 The Secretariat OBSERVED that it might be important to separate the discussion on 

materiality from the discussion on recognition, i.e. whether the items were material or 

not should be separated from whether the items are recognised individually or as a 

group.  

4.17 Project group members DISCUSSED whether example 1 or 2 could be amended to deal 

with this scenario. It was AGREED that the member would provide more information to 

the Secretariat.  

Project group member 

Initial adoption of the Interpretation 

4.18 The Secretariat EXPLAINED that project group members indicated in May that 

transitional provisions should be developed for the first-time application of the 

Interpretation.  

4.19 The Secretariat NOTED that the proposed transitional provisions require prospective 

application, and that an entity need not assess the effect of past decisions on materiality. 

The Secretariat EXLAINED that as drafted, this may result in entities not assessing 

whether an error was made that requires correction. The Secretariat OUTLINED two 

options in the memorandum, which either explicitly required entities to correct past 

errors, or to not require any changes to past decisions.  

4.20 The Secretariat EXPLAINED that the other project group was of the view that the 

existence of errors might be low and agreed that the second sentence should be deleted 

so that entities could decide if they needed to correct errors or not.  

4.21 Project group members EXPRESSED different views. Some were of the view that 

deleting the last sentence would help, while others thought that the sentence should be 

retained so that it was clear that an entity need not make changes to past assessments. 

Members of this view indicated that what was considered an error in the past may have 

been different to the understanding outlined in the draft Interpretation.  

4.22 The Secretariat INDICATED that it would outline the different views on the issue to the 

Technical Committee.  

Secretariat 

Amendments to other pronouncements 

4.23 The Secretariat EXPLAINED that the Board identified changes to paragraph .17 of 

GRAP 3. The Secretariat did not identify other changes to GRAP 3 or to other 

pronouncements.  
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4.24 Project group members AGREED with the changes.  

Consultation 

4.25 The Secretariat DISCUSSED the way forward, and asked members whether there were 

any specific questions that should be included in the Invitation to Comment as well as 

whether a longer comment deadline was appropriate.  

4.26 Project group members SUPPORTED the longer comment deadline and did not propose 

any specific questions.  

Review of proposed Interpretation 

4.27 Project group members REVIEWED the draft Interpretation and identified editorial 

amendments. AGREED that the following changes should be made to the Interpretation: 

Secretariat 

5. WAY FORWARD  

 The Secretariat AGREED to circulate the revised Interpretation to members for 

comment.  

6. CLOSING 

Members were THANKED for their participation, and the meeting was adjourned at 

10:00.  

Prepared by: J Poggiolini 

Date: 14 August 2020 


