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RESPONSES TO THE VERBAL COMMENT RECEIVED ON THE REVISION OF GRAP 25 

EMPLOYEE BENEFITS (ED 184) 

The Accounting Standards Board (Board) approved an Exposure Draft of Revision of the 

Standard of GRAP on Employee Benefits (ED 184). A notice was published in the Government 

Gazette on 31 July 2020 (Notice 43571). The comment period closed on 30 November 2020.  

The proposed Standard was discussed with preparers, auditors, consultants and other 

interested parties by way of roundtable discussions and other engagements as listed in the 

table on the next page. The verbal comment on ED 184 is summarised in this document and 

includes the Board’s responses.  

The summary of written comment received is included in a separate analysis.  
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CLASSIFICATION OF VERBAL COMMENT RECEIVED ON THE REVISION OF GRAP 25 

EMPLOYEE BENEFITS (ED 184) 

No. Name/Organisation Preparers 

 

Users 

 

Auditors Other 

interested 

parties 

1. Roundtable discussion 1    

2. Roundtable discussion 2    

3. Roundtable discussion 3    

4.  Roundtable discussion 4    

5. Western Cape Accounting Working 

Committee 

   

6. National Treasury: 

• Office of the Accountant-General 

• Public Finance 
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NO. COMMENT BOARD’S  RESPONSE 

Question 1 - Do you support the transitional provisions for GRAP 25? Are there any additional transitional provisions that should be 

provided? 

1.1 Roundtable discussion 1 

1.1.1 The proposed transitional provisions were supported. Noted. No action is required. 

1.2 Roundtable discussion 2 

1.2.1 The proposed transitional provisions were supported. Noted. No action is required. 

1.3 Roundtable discussion 3 

1.3.1 The proposed transitional provisions were supported. Noted. No action is required. 

1.4 Roundtable discussion 4 

1.4.1 The proposed transitional provisions were supported. Noted. No action is required. 

1.5 Western Cape Accounting Working Committee  

1.5.1 The proposed transitional provisions were supported. Noted. No action is required. 

1.6 National Treasury  

1.6.1 The proposed transitional provisions were supported, after the exceptions to retrospective 

application were clarified with an example. 

Noted. No action is required. 

Question 2 - Do you agree with the effective date of 1 April 2023? If no, explain why. 

2.1 Roundtable discussion 1 

2.1.1 The proposed effective date was supported. Noted. No action is required. 

2.2 Roundtable discussion 2 

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

the changes are mostly to bring alignment with IPSAS 39 and IAS 19, and actuaries would 

already be familiar with what is required.  

After approving the changes, the Board will make a 

submission to the Minister of Finance to approve the 

effective date. The Board also has a policy of new or 

revised requirements being in the public domain at 
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NO. COMMENT BOARD’S  RESPONSE 

least a year before they become effective. Therefore, 

the proposed date of 1 April 2023 is the earliest date.  

Entities would be allowed to early adopt the changes 

once the effective date has been approved by the 

Minister of Finance.   

2.2.2 The proposed effective date was supported. Noted. No action is required. 

2.3 Roundtable discussion 3 

2.3.1 The proposed effective date was supported. Noted. No action is required. 

2.4 Roundtable discussion 4 

2.4.1 The proposed effective date was supported. Noted. No action is required. 

2.5 Western Cape Accounting Working Committee  

2.5.1 The proposed effective date was supported. Noted. No action is required. 

2.6 National Treasury  

2.6.1 The proposed effective date was supported. Noted. No action is required. 

Question 3 - Are there any specific implementation issues that the Board should be aware of?  

Are there any regulatory or other issues that exist in the South African environment that may affect the implementation of the proposed 

Standards of GRAP? 

If yes, please provide details of these regulatory or other issues that should be considered in finalising the proposed Standards of GRAP. 

3.1 Roundtable discussion 1 

3.1.1 No specific issues were identified. Noted. No action is required. 

3.2 Roundtable discussion 2 

3.2.1 It was noted that certain regulatory requirements exist that require specific information on 

employee benefits to be disclosed. For example, the Companies Act, Public Finance 

Noted. 
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Management Act and Treasury Regulations, and the Municipal Finance Management Act require 

information about “key management remuneration” to be provided in the financial statements. 

Guidance may be necessary on how legislated disclosure requirements interact with Standards 

of GRAP and whether information should be duplicated.  

Guidance on the interaction of certain Standards of GRAP where similar / the same information 

is required would also be helpful. For example, GRAP 20 on Related Parties requires similar 

information to GRAP 25 on employee benefits provided to “management”. Information that may 

be duplicated between these two Standards include, for example, information on post-

employment defined benefit plans. The information would be provided for all employees in 

accordance with GRAP 25. The same information, but only for management, would be provided 

in accordance with GRAP 20. This could be seen as duplicated information. 

The interaction of legislated disclosure requirements 

with the Standards of GRAP is not only applicable to 

GRAP 25. Entities would need to ensure that they 

comply with both legislated requirements and the 

Standards of GRAP. Where information is the same, 

it does not need to be duplicated. The Secretariat will 

provide this guidance in a FAQ. The Guideline on 

The Application of Materiality to Financial Statements 

also provides guidance on the interaction of 

materiality with disclosure required by legislation. 

The Guideline will be considered in developing the 

FAQ. 

The Secretariat will develop a FAQ explaining the 

interaction of Standards of GRAP where two or more 

Standards have similar requirements, for example, 

GRAP 20 and GRAP 25.  

3.3 Roundtable discussion 3 

3.3.1 No specific issues were identified. Noted. No action is required. 

3.4 Roundtable discussion 4 

3.4.1 It was noted that there were issues and inconsistencies in the private sector when the changes 

to IAS 19 became effective. However, the changes to IAS 19 have been effective for several 

years and most actuaries would be familiar with the requirements. Therefore, no significant 

implementation issues are foreseen. 

Noted. No action is required. 

3.5 Western Cape Accounting Working Committee  

3.5.1 No specific issues were identified. Noted. No action is required. 
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3.6 National Treasury  

3.6.1 It would be important to ensure that preparers and actuaries are well informed of the changes. 

Preparers would also need to make sure that they understand and agree with the report received 

from the actuary, which they use to prepare financial statements. 

Noted. Awareness will be raised with stakeholders 

when appropriate opportunities arise. 

Question 4 - In your view, overall, does the application of the proposed amendments to GRAP 25 and IGRAP 7 result in financial 

statements that would be useful to users? Please explain your response.  

In your view, what are the costs and benefits of the proposals relative to the current accounting for employee benefits? In relation to 

quantitative financial costs, the ASB would be interested to understand the nature and estimated amounts of any expected incremental 

costs, or cost savings, of the proposals relative to the existing accounting. 

4.1 Roundtable discussion 1 

4.1.1 It was noted that applying the changes retrospectively will have a cost implication in the year of 

adoption. Thereafter it is not foreseen that there will be increased costs from applying amended 

requirements. 

Noted. No action is required. 

4.1.2 Entities may classify certain employee benefits differently in future, based on the additional 

guidance and enhanced definitions provided in the revised Standard. Additional costs may be 

incurred in future to measure these employee benefits, for example other long-term employee 

benefits that are currently treated as short-term employee benefits. 

It was questioned whether an employee benefit that is classified and treated differently based on 

new requirements would be a change in accounting policy or an error.  

Noted. No action is required. 

 

 

The transitional provisions require entities to apply 

the changes retrospectively in accordance with 

GRAP 3 on Accounting Policies, Changes in 

Accounting Estimates and Errors. Entities would 

need to assess how to account for the changes in 

accordance with GRAP 3.  

Also see the Secretariat’s FAQ 3.11 on Are all 

adjustments related to the adoption of a new 

pronouncement a change in accounting policy in 

accordance with GRAP 3? 
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4.2 Roundtable discussion 2 

4.2.1 It was noted that the actuarial valuation costs in the first year of adoption, with the retrospective 

transitional provisions proposed, would increase. The information provided would, however, be 

useful to users, especially the additional disclosure required. 

Noted. No action is required. 

4.2.2 Entities would need to prepare to adopt the new requirements. Their preparations would include 

aligning their accounting policies and informing their actuaries. Awareness would need to be 

created to ensure entities undertake the necessary preparations in time.  

Noted. Awareness will be raised with stakeholders 

when appropriate opportunities arise.  

4.3 Roundtable discussion 3 

4.3.1 No specific issues were identified. Noted. No action is required. 

4.4 Roundtable discussion 4 

4.4.1 No specific issues were identified. Noted. No action is required. 

4.5 Western Cape Accounting Working Committee  

4.5.1 No specific issues were identified. Noted. No action is required. 

4.6 National Treasury  

4.6.1 It was noted that the additional guidance now provided in the Standard would assist entities with 

the previously “grey” areas, e.g. the distinction between employee benefits and termination 

benefits, and what are settlements and past service cost. 

Noted. No action is required. 

General matters for comment 

5.1 Roundtable discussion 1 

5.1.1 Prevalence of defined benefit plans 

Defined benefit plans are still widespread in the sector, mostly in the form of post-employment 

medical benefits. Defined benefit plans exist at municipalities, public entities, Parliament and 

provincial legislatures. The replacement of these plans over time with defined contribution plans 

is more prevalent in the private sector. Many entities in the public sector also participate in multi-

employer plans, which could be defined benefit or defined contribution plans. 

The prevalence of post-employment defined benefits 

plans is noted. Awareness will be raised about the 

changes with stakeholders when appropriate 

opportunities arise. 
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5.1.2 Definitions 

The explicit reference to “plan” in the definitions of post-employment benefit plans was 

questioned. This may exclude entities that provide similar benefits in a more informal manner.  

Noted.  

GRAP 25.04 provides guidance on the types of 

arrangements that give rise to obligations for an 

entity, and to which arrangements the Standard 

applies. This includes formal plans, legislative 

arrangements and informal plans that give rise to 

constructive obligations. The definition of “post-

employment benefit plans” includes formal or 

informal arrangements under which an entity 

provides post-employment benefits for one or more 

employees.  

To apply the requirements of the Standard, the terms 

and conditions of post-employment benefits would 

need to be identifiable. It is therefore noted that, 

although it could be informal, there would need to be 

an arrangement (i.e. a plan) in place for an entity to 

apply the post-employment benefit requirements. 

The Secretariat will clarify the application of the 

scope and definitions in a FAQ. The FAQ would 

summarise the guidance in GRAP 25 and potentially 

include an example. 

5.1.3 Defined benefit plans: Changes to components in the statement of financial performance 

It was noted that actuarial gains and losses may be volatile and fluctuate with material amounts 

from one year to the next. For example, with reference to the guidance in GRAP 25, entities 

apply a discount rate linked to government bond rates. In the current economic environment and 

for the 2019/20 reporting period, entities may record large actuarial gains as a result of the 

changes in government bond rates. These changes could not be foreseen. 

It is difficult to estimate these amounts for budgeting purposes, and they impact on performance 

measures as well as an entity’s comparison of budget to actual information in accordance with 

Noted. 

There is no change to where entities recognise 

actuarial gains and losses from the current 

requirements in GRAP 25 (in surplus or deficit), and 

no change in the actuarial valuation method applied 

(the projected unit credit method). The concerns 

raised are therefore not specific to the changes to 

GRAP 25 as they exist at present.  
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GRAP 24 on Presentation of Budget Information in Financial Statements. It may also give rise to 

unauthorised expenditure. 

It was noted that the issue may relate to the budgeting process, rather than the financial 

statements.  

As the concerns relate to the budgeting process, they 

will be discussed with the National Treasury. 

5.1.4 Defined benefit plans: Plan amendments, curtailments and settlements 

It was noted that entities do not always involve actuaries to calculate the effect of plan 

amendments, curtailments and settlements. Actuaries are often informed of these events only at 

the next reporting date where they are involved. It could lead to retrospective adjustments in 

financial statements.  

The Secretariat will clarify the guidance on the 

frequency of measurement of the net defined benefit 

liability (asset) (paragraphs .61 to .63) in the context 

of plan amendments, curtailments and settlements. 

The guidance will be added to the existing FAQ 5.2 

on Must an entity appoint an actuary at every 

reporting date to measure its defined benefit 

obligations? 

The FAQ would also address whether changes from 

actuarial valuations in subsequent reporting periods 

are changes in estimates or errors. 

It is noted that the Pension Funds Act requires a 

report from an actuary in certain instances, e.g. 

transfers and amalgamations. Entities would need to 

ensure that they comply with legislated requirements, 

irrespective of the requirements of the Standards. 

5.1.5 Defined benefit plans: Disclosure 

It was questioned whether entities would need to involve actuaries to obtain the information 

necessary to meet the disclosure objective and related requirements.  

Noted. No action is required. 

The scope of an actuary’s work should be determined 

in an arrangement between an entity and the actuary, 

based on the entity’s needs.  

Also refer to FAQ 5.2 on Must an entity appoint an 

actuary at every reporting date to measure its defined 

benefit obligations? 
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5.1.6 Other long-term employee benefits 

Questions were asked about distinguishing short-term from other long-term employee benefits, 

for example accrued leave. It was noted that entities struggle in general to distinguish current 

from non-current items. 

Noted.  No action is required. 

In accounting for employee benefits, entities  need to 

apply the definitions in GRAP 25 to determine if an 

employee benefit is short-term (i.e. due to be settled 

wholly before 12 months after the end of the reporting 

period in which the employees render the related 

service), or long-term. The changes to GRAP 25 

include clarifications to the definitions, which may 

assist entities in identifying the types of employee 

benefits they provide. 

The requirements of GRAP 1 should also be applied 

to distinguish current from non-current items.  

5.1.7 Termination benefits 

The additional guidance was welcomed, especially on distinguishing termination benefits from 

benefits paid for ongoing service. 

Noted. No action is required. 

5.2 Roundtable discussion 2 

5.2.1 Defined benefit plans: changes to components: 

Retaining the recognition of remeasurements in surplus or deficit was supported.  

Noted. No action is required. 

5.2.2 Defined benefit plans: actuarial assumptions 

It was questioned whether the guidance is aligned to international requirements.  

Noted. No action is required. 

The guidance on actuarial assumptions is aligned to 

international standards.  

5.2.3 Defined benefit plans: measurement 

It was noted that actuaries should be familiar with the proposed requirements since they have 

been in place in the private sector for a number of years (similar amendments were made to IAS 

19 on Employee Benefits in 2011). Since most entities use actuaries to measure defined benefit 

plans, it was noted that entities should ensure that the actuaries are aware of, and familiar with, 

Noted. 

Awareness will be raised about the changes with 

stakeholders when appropriate opportunities arise.  
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the requirements. It was noted as a current challenge that entities do not properly scope the work 

in their agreements with the actuaries. 

5.2.4 Defined benefit plans: Disclosure 

The disclosure objective, and link with guidance on materiality, was supported. Entities should 

be able to determine for themselves what information would be useful to users, based on their 

facts and circumstances. 

Noted. No action is required. 

5.2.5 Other long-term employee benefits 

Questions were asked about distinguishing these benefits from short-term employee benefits. It 

was noted that awareness may need to be raised about certain types of employee benefits not 

automatically being “short-term”. For example, entities may have blanketly treated accumulated 

leave as a short-term employee benefit, but it may not always meet the definition in the revised 

GRAP 25. 

Noted. See response to comment 5.1.6 above. 

5.2.6 Termination benefits 

The additional guidance and disclosure requirements were supported. 

Noted. No action is required. 

5.3 Roundtable discussion 3 

5.3.1 It was questioned whether the revisions to GRAP 25 would align the requirements to international 

requirements.  

Noted. No action is required. 

The changes to GRAP 25 are made to align it to 

IPSAS 39, apart from areas where guidance is 

provided to meet local needs and based on previous 

Board decisions. A comparison of GRAP 25 with 

IPSAS 39 is included in the Standard and outlines 

areas of differences, including:  

• GRAP 25 recognises remeasurements in surplus 

or deficit; IPSAS 39 recognises them in net 

assets/equity. 

• GRAP 25 includes disclosure objectives for other 

long-term employee benefits and termination 
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benefits; IPSAS 39 does not include objectives 

for these benefits.  

5.4 Roundtable discussion 4 

5.4.1 Defined benefit plans: Definitions 

The definition of the net defined benefit liability (asset) may be difficult to understand and unclear.  

Noted. No action is required. 

The definition needs to be read together with the 

definition of the “deficit or surplus”.  

5.4.2 Defined benefit plans: Disclosure 

In practice, entities present pages of disclosure on defined benefit plans, irrespective of how 

material they are in relation to other information in the financial statements. The disclosure could 

obscure other important information in entities’ financial statements. Guidance on the extent to 

which entities should provide disclosure would be useful. 

It is noted that the problem exists with the current 

requirements of GRAP 25 and is unrelated to the 

changes made to the Standard. The changes to 

GRAP 25 include a new disclosure objective, and 

additional guidance on the extent to which entities 

should provide disclosure. This additional guidance 

will assist entities to provide the right level of 

information in their financial statements. It is also a 

matter of applying materiality. The Guideline on The 

Application of Materiality to Financial Statements will 

assist entities with providing the right level of 

information in their financial statements. 

The Secretariat will raise awareness of the issue 

when appropriate opportunities arise.  

The Secretariat will communicate the issue to the 

Office of the Accountant-General, to consider 

implementation guidance when updating the 

Accounting Guideline on GRAP 25.  

5.4.3 Other long-term employee benefits 

Support was expressed for the disclosure objective and additional guidance on disclosure added 

to the Standard.  

Noted. 

Entities are not precluded from providing any 

additional information that meets the qualitative 
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These benefits are generally unfunded, but in the instance where an entity has earmarked assets 

to fund the obligation, it would be useful information to disclose in the financial statements.  

characteristics in the Conceptual Framework in its 

financial statements. 

5.5 Western Cape Accounting Working Committee  

5.5.1 Defined benefit plans: Use of actuaries 

Preparers often place reliance on the work of actuaries without necessarily understanding how 

the calculations are performed. It would be important to ensure that preparers understand what 

changed, and that they are able to communicate the changes with actuaries. 

Noted. Awareness of the changes will be raised with 

stakeholders when appropriate opportunities arise.  

5.5.2 Multi-employer plans 

Enquiry was made whether guidance exists on the treatment of multi-employer plans. Entities 

may not have access to all the necessary information to account for defined benefit multi-

employer plans.  

Noted. No action is required. 

Paragraphs .33 to .40 provide guidance on the 

treatment of multi-employer plans. When sufficient 

information is not available to use defined benefit 

accounting for a multi-employer defined benefit plan, 

the entity accounts for the plan as if it is a defined 

contribution plan and discloses information about the 

plan. 

5.5.3 Defined benefit plans: Settlements 

Guidance on when an entity enters into a settlement, and whether it would be appropriate for an 

entity to settle its defined benefit obligation were requested. 

Noted. No action is required. 

A new definition of “settlement” is included in 

GRAP 25, together with guidance on settlements, 

including how to determine a gain or loss on 

settlement (see paragraphs .08 and .116 to .119). 

The decision to settle a defined benefit obligation lies 

with management. GRAP 25 provides guidance on 

accounting for a settlement after that decision has 

been made by management. 

5.5.4 Defined benefit plans: Assets and liabilities Noted. No action is required. 

There is no requirement in GRAP 25 for an entity to 

hold assets to settle its defined benefit obligation and 
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It was asked what “assets” are referred to by GRAP 25 for defined benefit plans and whether it 

is a requirement to hold assets for the purpose of settling the obligation. The disclosure 

requirements for such assets were further enquired about. 

 

 

An imbalance was noted between the large liability an entity could have and the fraction of annual 

payments made in relation to that liability. 

this would be determined by the terms of the plan. 

Where such assets exist, GRAP 25 provides 

guidance on how to measure them and requires an 

entity to deduct the fair value of any plan assets from 

the present value of the defined benefit obligation to 

determine the deficit or surplus (paragraphs .120 to 

.126).  

The size of an entity’s defined benefit obligation is 

influenced by a number of factors, including the terms 

of the benefits provided and the demographics of 

employees. 

5.5.5 Defined benefit plans: Curtailment 

It was asked whether a council decision to change the terms of benefits provided to employees 

would constitute a curtailment, and whether the change would be retrospective.  

Noted. No action is required. 

Paragraph .112 provides guidance on curtailments 

(i.e. when an entity significantly reduces the number 

of employees covered by a plan, and may arise from 

an isolated event such as the closing of a plant or 

discontinuance of an operation) and how to 

remeasure the net defined benefit liability (asset) 

(see paragraph .105). 

A curtailment would result in past service cost which, 

although it may be calculated retrospectively, is 

recognised in the current period.  

5.5.6 Defined benefit plans: Presentation 

It was noted that divergence exist in practice regarding the presentation of components of defined 

benefit plans in the statement of financial performance. For example, whether finance cost 

should be presented separate from employee costs. Guidance in this area could enhance 

comparability. 

Noted. No action is required. 

GRAP 25 is aligned to IPSAS 39. The Standard does 

not specify how an entity should present service cost, 

net interest on the net defined benefit liability (asset) 

and remeasurements. An entity presents those 

components in accordance with GRAP 1 (see 

paragraph .142). 
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The matter was previously discussed by the Public 

Sector Accounting Forum (PSAF). The PSAF 

established that one of the options has become 

common practice, which is to include finance cost in 

employee benefits. An entity should determine an 

accounting policy that it deems to be most 

appropriate and apply it consistently. 

5.5.7 Termination benefits 

It may not always be clear whether benefits are termination benefits and it was questioned what 

would make a benefit qualify as a termination benefit. 

Noted. No action is required. 

GRAP 25 deals with termination benefits separately 

from other employee benefits because the event that 

gives rise to an obligation is the termination of 

employment rather than employees’ service. The 

Standard provides more guidance on distinguishing 

termination benefits from other benefits and includes 

a new example to assist entities in this regard. 

5.6 National Treasury  

5.6.1 Short-term employee benefits 

Both the PFMA and MFMA require extensive information on short-term employee benefits to be 

included in annual reports. It was noted that additional information in the financial statements on 

these benefits would be unnecessary. 

Noted. No action is required. 

 

5.6.2 Defined benefit plans 

It was questioned how presentation and disclosure of the net defined benefit liability (asset) will 

differ from the current requirements. 

Noted. No action is required. 

The changes mean that instead of presenting the 

present value of the defined benefit obligation and 

fair value of plan assets separately, entities will 

present the net position as the net defined benefit 

liability (asset) in the statement of financial position. 

Entities are still required to disclose a reconciliation 

from the opening balance to the closing balance for 
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plan assets and the present value of the defined 

benefit obligation separately. 

5.6.3 Defined benefit plans: actuarial assumptions 

It was noted that guidance on actuarial assumptions may not be sufficient in the current version 

of GRAP 25. In practice, there are sometimes material variances from one year to the next when 

a new actuary is appointed as different actuaries base their valuations on different assumptions.  

Noted. No action is required. 

Additional guidance has been added on a number of 

actuarial assumptions, which should bring closer 

alignment to the valuations of different actuaries.  

Awareness of the changes will be raised with 

stakeholders when appropriate opportunities arise. 

5.6.4 Defined benefit plans: settlements 

It was questioned what would constitute a settlement. 

Noted. No action is required. 

A settlement is a transaction that eliminates all further 

legal or constructive obligation of the employer for the 

benefits provided under a plan, e.g. a once-off 

transfer of employer obligations under the plan to an 

insurance company. Payment of benefits to 

employees in accordance with the terms of a plan is 

not a settlement. 

5.6.5 Disclosure 

Support was expressed for the inclusion of disclosure objectives for other long-term employee 

benefits and termination benefits.  

Noted. No action is required. 

 


