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FEEDBACK STATEMENT – ED 184 PROPOSED REVISION OF THE STANDARD OF 
GRAP ON EMPLOYEE BENEFITS (GRAP 25) 

This feedback statement outlines the 

comments received on ED 184 

  

 

Overview The Board proposed amendments to GRAP 25 on Employee Benefits and IGRAP 7 on 

The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their 

Interaction in ED 184 to align them to the international standards on which they are based, 

i.e. IPSAS 39 on Employee Benefits and IFRIC 14 on IAS 19 – The Limit on a Defined 

Benefit Asset, Minimum Funding Requirements and their Interaction. ED 184 included 

proposed transitional provisions for the initial adoption of these amendments.  

Consultation process The Board approved ED 184 in July 2020 with a comment deadline of 30 November 2020. 

The final amendments to GRAP 25 and IGRAP 7 were approved by the Board in March 

2021. 

Supporting material Analysis of written and verbal comments received on ED 184.  

Final amendments to GRAP 25 on Employee Benefits (2021). 

Final amendments to IGRAP 7 on The Limit on a Defined Benefit Asset, Minimum 

Funding Requirements and their Interaction (2021).  

Next steps The Board will request the Minister of Finance to approve the effective date of the 

amendments. The proposed effective date is 1 April 2023.  
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What did we hear? 

General support for the 

amendments 

Respondents generally supported the amendments, as well as the transitional provisions and proposed effective date of 

1 April 2023. While there was general support for the Board’s proposals, overarching comments were raised along with 

areas where further guidance was requested by stakeholders. While the comments received resulted in a limited number of 

changes to the pronouncements, there are areas where further guidance will be developed by the Secretariat.  

Overarching issues 

Should we align with 

international 

requirements?  

A concern was raised with the alignment of GRAP 25 and IGRAP 7 to international requirements. The information value of 

the amendments to users was also questioned. 

In developing ED 184, the Board applied its policy on aligning Standards of GRAP with IPSAS. Standards of GRAP are 

aligned with IPSAS when issuing an equivalent IPSAS is consistent with the mandate and strategy of the ASB. While 

GRAP 25 is aligned to IPSAS 39, which is in turn aligned to IAS 19 on Employee Benefits, there are areas of differences. 

These differences arose from past Board decisions and newly identified local issues. The departures from, or additions to 

IPSAS 39, are considered to be an improvement as more guidance is added and disclosure requirements are improved. 

How should similar 

information requirements 

in legislation and 

Standards of GRAP be 

presented?  

Stakeholders asked for guidance on the interaction of the disclosure requirements of GRAP 25 with (a) similar legislative 

disclosure requirements; and (b) the requirements of GRAP 20 on Related Party Disclosures. They were particularly unsure 

about whether information needs to be repeated in the financial statements where the requirements are similar. 

The Secretariat will develop FAQs to provide broad guidance on the interaction of:  

• legislative disclosure requirements with requirements of Standards of GRAP.  

• disclosure requirements in Standards of GRAP where two or more Standards have similar requirements. 
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Specific comment received 

Is there sufficient 

disclosure on short-term 

employee benefits? 

Given the public’s focus on, and questions raised about, the salary bills of public sector entities, the Board was asked to 

consider whether the current disclosure requirements in GRAP 25 are sufficient. 

The Board acknowledged the importance of public sector entities providing sufficient information on short-term employee 

benefits in their financial statements to meet users’ needs.  

Due to developments in other jurisdictions on the disclosure of short-term employee benefits, the Board decided to consult 

stakeholders on potentially undertaking such a project in the Board’s next work programme consultation. The Board further 

noted that entities could provide additional information on short-term employee benefits in their annual reports. This 

information could provide context to an entity’s employee benefit expense by linking it to the entity’s performance. 

Are informal plans also 

included in GRAP 25? 

The explicit reference to “plan” in the definitions of post-employment benefit plans was questioned as this may exclude 

benefits provided in an informal manner. 

The Board noted that the guidance in GRAP 25 is sufficient on the types of arrangements that meet the definitions in, and 

are in the scope of, GRAP 25. The Secretariat will develop a FAQ to clarify the application of the definitions. 

When should actuaries be 

involved? 

Entities do not always involve actuaries to calculate the effect of plan amendments, curtailments and settlements on their 

financial statements. In practice, actuarial valuations at a later date have in some cases resulted in retrospective adjustments 

to financial statements as a result of plan amendments, curtailments and settlements. 

The Secretariat will add guidance to an existing FAQ on Must an entity appoint an actuary at every reporting date to measure 

its defined benefit obligations. The guidance will: 

• clarify the requirements on the frequency of measurement of the net defined benefit liability (asset) in the context of 

plan amendments, curtailments and settlements; and  

• add considerations on whether changes from actuarial valuations in subsequent reporting periods are changes in 

estimates or errors. 
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Proposed effective date 

Is 1 April 2023 the earliest 

date that the amendments 

could become effective? 

It was questioned whether the proposed effective date could be 1 April 2022 instead of 1 April 2023. This is because the 

changes mostly bring alignment with IPSAS 39 and IAS 19, and actuaries would already be familiar with what is required. 

The Board noted that, after approving the amendments in March 2021, a submission will be made to the Minister of Finance 

to approve the effective date. The Board also has a policy that new or revised requirements should be in the public domain 

at least a year before they become effective. Therefore, the proposed date of 1 April 2023 is the earliest date.  

Entities are allowed to early adopt the amendments once the effective date has been approved by the Minister of Finance. 

Entities that early adopt the amendments are required to disclose that fact. 
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Executive summary of GRAP 25 and IGRAP 7 

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 rest with 

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. 

An entity estimates the ultimate cost of the benefit that employees have earned in return for their service in the current 

and prior periods, using the projected unit credit method, discounted to the present value and deducting 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). 
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(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 assets1, and any change in the effect of the asset ceiling1. 

How regularly should the 

calculations be performed, 

and must an actuary be 

used? 

GRAP 25 requires entities to determine the net defined benefit liability (asset) 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; Entities are required to use the projected unit credit method. 

(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) Determine actuarial assumptions. Actuarial assumptions are an entity’s best estimate 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 

 
1 Excluding amounts included in net interest on the net defined benefit liability (asset). 
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• 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). 

What is past service cost, a 

gain or loss on settlement, 

and when are they 

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 as 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. 
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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 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. 

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. An entity applies materiality 

to decide 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 the entity’s defined benefit plans and risks associated with them; 

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

(c) how its defined benefit plans may affect the amount, timing and uncertainty of the entity’s 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 the same way as 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? 

Termination benefits are accounted for as follows:  

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 the 

ASB and its work 

programme online 

Visit our website on www.asb.co.za 

Follow us on Facebook and LinkedIn 

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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