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RESPONSES TO THE WRITTEN COMMENT RECEIVED ON THE EFFECT OF PAST DECISIONS 

ON MATERIALITY (ED 185) 

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

on The Effect of Past Decisions on Materiality (ED 185). A notice was published in the Government 

Gazette on 9 October 2020 (Notice 43810). The comment period closed on 26 February 2021.  

Written responses were received from the stakeholders listed on the next page. A number of individual 

preparers submitted informal comments. In the interest of transparency, their comments have been 

included in the summary, but their identities kept anonymous. The proposed Interpretation was also 

discussed with preparers, auditors, consultants and other interested parties by way of roundtable 

discussions, workshops and other meetings. Verbal responses are summarised in a separate 

document.   

 

 

 

 

  

 

Commented [JP1]: Internal discussion – are you happy 
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CLASSIFICATION OF WRITTEN COMMENT RECEIVED ON THE EFFECT OF PAST DECISIONS 

ON MATERIALITY (ED 185) 

No. Name/Organisation Preparers 

 

Users 

 

Auditors Other 

interested 

parties 

      

1. Altimax X  X  

2. Respondent 1 X    

3. Respondent 2 X    

4. Respondent 3   X  

5. Free State Department of Treasury 

• Education 

• Public Works and Infrastructure 

• Police, Roads and Transport 

 

X    
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NO. COMMENT SECRETARIAT’S PROPOSED RESPONSE 

1. Altimax  

1.1 General  

 We are pleased to provide comments on ED 185. The comments outlined in this letter 

are those of the Professional Practices department of Altimax and the Board. The 

comments were formulated following an internal consultation session.  

We thank the ASB for all the interventions it had to ensure an understanding of these 

proposed changes and for the opportunity to submit commentary. 

Noted. No action required.  

1.2 Issue 1 Whether past decisions about materiality affect subsequent reporting 

periods.  

 

 In principle, we agree with the consensus reached in the ED.  

Recommendation: We would like to recommend that for clarity purposes the ED/IGRAP 

confirms that where an entity makes use of alternative accounting treatments, it is not a 

requirement to disclose an accounting policy in the financial statements about the 

alternative accounting treatments. Accounting policies are only included/disclosed for 

significant transactions.  

Noted. This will be included in the communication and other 

material published by the Secretariat to support the implementation 

of the material.  

1.3 Issue 2 Whether applying alternative accounting treatments based on materiality is 

a departure from the Standards of GRAP or an error.  

 

 Clarity is provided regarding the error part, but not the departure from Standards of GRAP.  

Recommendation: We would like to recommend that the requirements as per GRAP 3 

for a departure from a Standard of GRAP are referred to, to clarify why applying an 

alternative accounting treatment is not seen/should not be seen as a departure from the 

Standards of GRAP.  

The rationale for departures is included in paragraphs AG6 and 

BC18. Wording changes have been made to better link the 

information in ED 185 and make it more prominent.  

1.4 Overall comments and recommendations   

 One paragraph in GRAP 3 is changed as a result of ED185 (refer to paragraph 17(bA)).  Noted. Given the complexity of the issue and that the basis for 

conclusions to the Standards are not authoritative, the proposed 

IGRAP has been retained.  
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Recommendation: We would like to recommend that the paragraph is updated in GRAP 

3, but the effect of past decisions on materiality is included as part of the basis for 

conclusions rather than issuing a new IGRAP.  

The background to ED185 states that stakeholders kept records of past items for 

materiality considerations. From our experience in practice, records were kept due to 

entities lacking the preparation and implementation of a materiality framework based on 

their mandated function, typical everyday activities, identification of stakeholders' interests 

and materiality considerations.  

Records, for example relating to assets/minor assets registers, were kept as a benchmark 

practice with other public sector entities as well as to support the PFMA and MFMA 

requirements regarding stewardship rather than for a GRAP perspective regarding 

materiality.  

It is doubtful if ED185 will disregard this practice as the issue is not the application of the 

Standards of GRAP, but rather seems to be an organisational and sector immaturity of 

entities in identifying the financial reporting needs of their users and stakeholders as 

already required in the Conceptual Framework. 

 

The ongoing difficulties in the application of materiality are 

acknowledged. The Secretariat will continue to promote 

discussions on the Guideline on The Application of Materiality to 

Financial Statements, the Interpretation, and issues related to 

materiality on an ongoing basis. This may help to improve practice 

over time. 

1.5 Conclusion  

 In essence, we agree with the consensus reached in the ED, however from a practical 

point of view, we doubt that the ED will successfully address issues around materiality in 

public sector between entities, their auditors and stakeholder needs.  

See the response to comment 1.4 above.  

2. Respondent 1  

2.1 One issue that needs to be considered is when entities are in the start-up phase - items 

around materiality should be carefully implemented- as I experienced that items may be 

material this year- but later they may become immaterial due to the nature of growth of 

the entities, may receive push back from the auditors and auditee to get agreement but as 

these are annual reflections to consider all years of financial information presented = I 

suppose accurate documentation of these matters should be able to satisfy the 

documentation requirements. 

Noted. This is a practical matter that would need to be resolved by 

applying judgement based on information available about the entity 

and its future plans.  
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2.2 One of the other matters is that a consistent issue is what documentation must be kept to 

demonstrate that the amounts are “immaterial”- this may require some practical guidance 

as to how to resolve and document this - probably goes into some ideas around annually 

documenting decisions around materiality and treatment in the AFS by the Accounting 

Officer/ Accounting Authority.  

Noted. Some guidance could be provided about the need for 

documentation and consultation on materiality in the 

communication and other material published by the Secretariat to 

support the implementation of the material. 

 

 

3. Respondent 2  

3.1 If you consider a municipal asset register, it comprises assets that could be as old as 50-

100 years. For example, in my office I have a cupboard that was probably manufactured 

in the late 70's or early 80's. It is on our asset register. Similarly, there are items such as 

visitors chairs etc. that are very old, (10+ years). If we applied our current materiality 

threshold at the time of acquisition, these items would have been expensed. Furthermore, 

as at GRAP adoption date, the focus of preparers and auditors were completeness of 

asset registers. This resulted in many items being placed on the asset register purely in 

order to avoid physical verification findings (floor to sheet). Neither the preparer nor the 

auditor understood the term materiality at the time, the way we do now. 

If I were to apply the same understanding of materiality today on the facts and 

circumstances at that point in time (hindsight as referred to in BC15), I would most likely 

not have these assets on the asset register as these assets are not quantitatively or 

qualitatively material. I’m not using the same basis of materiality, but rather the same 

understanding. Our threshold for assets is currently R500 which is far below materiality. If 

we had used the R500 threshold at GRAP adoption date, this threshold would have been 

appropriate in terms of materiality. 

My understanding of BC 14 to 19 is that this would be an error as we omitted to use 

materiality. (Problem statement 1) 

The next step is to go to GRAP 3.43 and 3.44. For the current year, immaterial errors must 

be corrected, but for prior years, immaterial errors need not be corrected. Therefore, past 

period errors need not be corrected, but applying materiality in the current period results 

in immaterial errors that must be correct. GRAP 3.48 specifically requires information to 

be restated as far back as possible. (Problem statement 2). 

Refer to the response to 3.2 and 3.3.  
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3.2 Problem statement 1 

Making reference to hindsight in BC 15 gives a false impression that we cannot go back 

to materiality in prior years. The statement is factually correct, but because of the first time 

adoption and the risks at the time, we would need to assess whether the treatment at the 

time was correct and if so, proceed to GRAP 3.43 and 3.44 in order to correct the error. 

 

 

Noted. The basis for conclusions explaining the transitional 

provisions have been amended to indicate that entities are not 

precluded from correcting errors. However, the correction of errors 

cannot be as a result of the application of hindsight (i.e. applying 

accounting decisions to the past based on information that was only 

available after the decisions were taken).  

3.3 Problem statement 2 

Immaterial errors in the opening balance of our asset register must be corrected, but it 

need not be corrected against the prior period as it is not material. However, this would 

differ from the requirement of GRAP 3.45-3.50. 

Noted. The treatment of immaterial errors would not necessarily 

need to follow the requirements in paragraphs .45 to .50 in GRAP 

3 on Accounting Policies, Changes in Accounting Estimates and 

Errors.   

4. Respondent 3  

4.1 Paragraph 2 - Entities should still keep records in line with requirements, but not for the 

purpose of retrospective adjustments. Still need to keep record to support judgements 

applied. 

Noted. This will be discussed in the communication and other 

material published by the Secretariat to support the implementation 

of the material. 

4.2 Paragraph 9 - For preparers the focus is on information that they are aware of or that they 

ought to have been aware of all facts and circumstances by nature would be present but 

if information does come out later that the preparer would not have known/or expected to 

have been aware of. Should be consistent with other parts of the ED that refers to 

"available information". Maybe to check. 

ED 185 refers broadly to “facts and circumstances” in the 

assessment of materiality. This is an overarching term related to 

the information used when making materiality assessments. When 

discussing errors, ED 185 specifically refers to “a failure to use, or 

misuse of, reliable information that was available or could 

reasonably have been expected to be used at reporting date” as 

this test for when an error may exist in the application of the facts 

and circumstances in a particular period.  

As a result, no change is proposed.  

4.3 Paragraph 14 - Alternative accounting treatment found to be inappropriate with reference 

to conceptual framework as indicated in the BCs as a board decision. 

While I like this decision by the board if we are in that "immaterial space" technically 

anything goes. i.e. recognising an expense as revenue would be allowed. Do not like this 

Noted. The wording in the basis for conclusions has been softened. 

The application of the conceptual framework in these instances will 

be explained in the communication and other material published by 

the Secretariat to support the implementation of the material. 
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answer, but seems like this is what the current GRAP 3 would allow. (No need to follow 

hierarchy as not material). 

4.4 Paragraph 16 - Agree with this, no need to reassess past decisions in context of 

determining restatements. However, still pondering how this is applied when cumulative 

effect is deemed material to the financial position at a point of time in the future. Think it is 

a practical constraint. So might need to formulate this as a practical expedient rule.  

Noted. The proposed Interpretation indicates that there is no 

cumulative assessment of materiality. Cumulative assessments 

may only be needed when assessing the impact of an error in the 

application of materiality. As decisions about materiality are not 

errors, a cumulative assessment is not needed.  

Entities should also consider future circumstances that are known 

when materiality is determined in a reporting period.  

4.5 Paragraph AG1(a) - While I understand this and this is more common, worried that this 

gives the idea that assessing materiality is a pure measure of quantity. The nature of the 

assets could also be important especially in the Public Sector. Overall, my initial read of 

the ED is that quantitative considerations are the main driver where qualitative 

considerations are secondary. I know this is not the position of the ASB and it is evident 

in the BCs and the materiality guide, but think the ED would benefit from making this key 

in the application guidance. 

Noted. The proposed Interpretation has been reviewed to ensure 

that emphasis has been placed on both quantitative and qualitative 

materiality.  

4.6 Paragraph AG1(c) -  

Suspect this is a common one, but for me this specific example is a bit more complicated.  

It plays to a possible conflict between material and significant. HA definition specifies that 

the asset has cultural, environmental, historical, natural, scientific, technological or artistic 

significance. As materiality is a user orientated concept, balancing significant vs material 

in the AFS could be complex. 

Noted. The reference to the “significant” use of assets (whether 

heritage assets, investment property, or something else) is 

considered in relation to specific set of criteria (usually a definition). 

Materiality and significance are not necessarily the same concepts 

in all instances. As a result, an entity could still result that an asset 

is a heritage asset based on its significant use, but the asset may 

not be qualitatively or quantitatively material enough to justify 

applying the Standards of GRAP to that asset.  

Paragraph AG1(c) has been updated to indicate that both 

qualitative and quantitative materiality are considered in making the 

assessment.  

4.7 Paragraph AG3 - Agree unless materiality was influenced by the nature then it would be 

unusual for items of the same nature to be treated differently. 

Noted. The paragraph has been amended to refer to quantitative 

thresholds and qualitative criteria.  
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4.8 Paragraph AG5 –  

[2nd paragraph, second last sentence]  

• Should this not be positioned differently, i.e. is unlikely to have a material effect on the 

financial statements both now and in future. Further question, is this not contradictory 

to the earlier comment that the assessment is related to AFS prepared at a point in 

time.  (During a reporting period or at a point in time). If material in the future could 

drive misstatement. 

• Should this not focus on a immaterial difference between the treatment under GRAP 

and the alternative treatment? 

• When we say AFS, I assume this will include the notes? Need to be clear on impact 

on disclosure that are gross as often this is where the impact could be material over 

time. 

 

Bullet 3 - Not sure whether I might be misunderstanding this one. Is it supposed to be an 

"and" and not an "or"? 

 

 

Noted. The sentence has been amended.  

 

Noted. GRAP 3 does not refer to materiality in the context of the 

difference between applying Standards of GRAP and the 

alternative treatment. The wording from GRAP 3 has been used as 

it is neutral. No change is proposed.  

Agreed. The analysis has been amended to indicate that the 

assessment includes the notes to the financial statements.  

 

Agreed. The sentence has been amended.  

4.9 Example 2 – paragraph 2 - 2 elements here. We talk about the qualitative assessment as 

being material due to the nature of the assessment, but then go on to assess the collective 

impact. (Quantitative). Are these not 2 separate issues? i.e. if it was not integral but 

collectively quantitative material this would still be material? The same for the inverse if 

integral to service delivery but not collectively material? Think the example can be 

enhanced by making this distinction. 

Agreed. The paragraph has been amended.  

4.10 Paragraph AG6 – first sentence - This would be the effect of not applying the GRAP 

standard as opposed to alternative treatment. I would expect it to be the net effect not the 

gross. 

Noted. See the response to comment 4.8.  

4.11 Paragraph AG7 – first sentence - Refer to earlier not on period specific but also looking to 

future periods. Noting it should probably be the cumulative net effect. 

Noted. See the response to comment 4.8. 

The wording of ED 185 has been kept neutral rather than referring 

to specific assessments being on a gross or net basis as 

circumstances may differ.  
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4.12 Paragraph AG7(b), second last sentence - Refer to earlier comment on period specific but 

also looking to future periods. Noting it should probably be the cumulative net effect.  

Noted. See the response to comment 4.9. 

4.13 Paragraph AG7(c) - Should we not have a more specific example of this? This seems to 

talk to offsetting where you were not entitled to do so to reflect a low net amount in the 

financial statements. But I guess this talks to normal errors as debits and credits are 

material individually? Would this not be under (d)?  

Noted. Paragraph (c) deals with the deliberate misrepresentation of 

information, and in this instance, the deliberate offsetting of 

information when an entity is not entitled to do so is such an 

example. While this is an error, it is deliberate, while the errors in 

(d) may be unintentional. As a result, no change is proposed.  

4.14 Example 3 - This principle is the one that I am back and forth on. I am comfortable with 

the position that no retrospective restatement. Question is when we prepare in subsequent 

periods and the cumulative period  is material to the financial position at a specific date. 

Think there is a conceptual problem here. We might be in a position where this position 

this as a practical expedient.  

Noted. Refer to comment 4.4.  

4.15 Paragraph BC7 - Like this, but not seeing this in the actual IGRAP or AG. Considerations 

in formulating alternative accounting treatment.  

Noted. Refer to comment 4.3. 

5. Free State Department of Treasury  

5.1 Do past decisions about materiality affect subsequent reporting periods?  

5.1.1 Department of Education 

No unless an error occurred.  

 

 

Noted. No action required.  

5.1.2 Department of Public Works and Infrastructure 

Alternative accounting treatment and/or accounting policies are applied based on an 

entity’s assessment of materiality during the reporting period and at reporting date. If there 

is no change in the both the qualitative criteria and the materiality threshold from year 1 to 

year 2. Materiality is assessed during the reporting period and at the reporting date based 

on facts and circumstances at the date of assessment.  

Noted. No action required.  
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5.1.3 Department of Police, Roads and Transport 

Yes, part materiality decision can affect the subsequent reporting periods. The materiality 

will be revised, and at some point it can impact the reporting levels of certain items.  

Noted. No action required.  

5.2 Is applying an alternative accounting treatment a departure from the Standards of 

GRAP or an error? 

 

5.2.1 Department of Education 

Neither, because the Standards of GRAP allows it.  

Noted. No action required.  

5.2.2 Department of Public Works and Infrastructure 

In terms of GRAP 3, entities need not apply the principles in the Standards of GRAP to 

items when the effect is immaterial. However, the where error has occurred principles in 

GRAP 3 need to be applied to correct it.  

Noted. No action required.  

5.2.3 Department of Police, Roads and Transport 

It seems from the prescripts that this will be considered an error.  

Noted. Errors will only arise in the instances discussed in paragraph 

14 of the proposed Interpretation.  

 


