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RESPONSES TO THE VERBAL 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 

of the Standards of GRAP 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.  

The proposed Interpretation was discussed with preparers, auditors, consultants and other interested 

parties by way of roundtable discussions, workshops and other meetings. Comments received during 

these discussions are summarised in this document. Written responses are summarised in a separate 

document. 
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CLASSIFICATION OF VERBAL COMMENT RECEIVED ON THE EFFECT OF PAST DECISIONS ON 

MATERIALITY (ED 185) 

No. Name/Organisation Preparers 

 

Users 

 

Auditors Other 

interested 

parties 

1. Municipal Accounting Working 

Committee (Western Cape) 

X X   

2. CIGFARO  X    

3. National Treasury  X   

4. Gauteng Provincial Treasury 

(Municipalities) 

X X   

5. Gauteng Provincial Treasury  

(Public Entities) 

X X   

6. Public Sector Audit Committee Forum  X   

7. Public Sector Accounting Forum X  X X 

8. Roundtable discussion (auditors, firms, 

academics and others) 

  X X 

9. Workshop with the Eastern Cape 

Provincial Treasury (public entities) 

X X   

10. Discussion with Public Sector Standing 

Committee (IRBA) 

  X  

11. Roundtable discussion (preparers) X    

12. AGSA’s Product Champion’s Forum   X  
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No. Comment Board’s response 

1. Municipal Accounting Working Committee (Western Cape) 

1.1 Participants observed that the proposed approach would be easier to apply than 

the current approach of having to keep track of decisions. Some comments were 

noted about the “non-comparability” of items that are expensed in one year and 

potentially capitalised in another. However, this outcome was accepted in the 

context of the Exposure Draft which explains that the application of GRAP 

accounting policies to items that were previously immaterial is seen as the first- 

time adoption of that accounting policy to those items.  

Noted. No action required.  

1.2 Participants questioned the difference between the materiality framework 

developed by departments and public entities, and materiality in developing 

accounting policies.   

Noted. The materiality framework developed as a result of the 

requirement in the Public Finance Management Act deals with the 

threshold at which items (which vary from financing, disposal, 

investing transactions) need to be reported to the Executive Authority. 

No change is required to the proposed Interpretation. This issue will 

be dealt with in communication material and Fact Sheet designed to 

support the implementation of the Interpretation.  

1.3 It was questioned how omissions can be errors in the application of materiality.  Noted. Omissions from the financial statements, whether material or 

not, are errors. An entity would need to assess whether the financial 

statements should be adjusted for these omissions/errors based on 

their materiality. The wording in the proposed Interpretation has been 

revised.  

As this question was raised by a number of respondents, it will be 

dealt with in communication material and Fact Sheet designed to 

support the implementation of the Interpretation. 

2. CIGFARO  

2.1 Broad support was expressed for the principles in the Exposure Draft. The 

examples are helpful and clearly explain the principles. The examples also 

usefully explain the application of both quantitative and qualitative materiality.  

It was observed that practically, determining materiality will remain challenging.  

Noted. The ongoing difficulties in the application of materiality are 

acknowledged. The Secretariat will continue to promote discussions 

on the Guideline, the Interpretation, and issues related to materiality 

on an ongoing basis. This may help to improve practice over time.  
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2.2 Participants discussed example 3 of the Exposure Draft.  

The example explains that materiality is adjusted downward and that more items 

would be capitalised in year 2. They questioned whether the inverse of the 

example could also be applied, i.e. that materiality is revised upwards and that 

more items would be expensed.  

It was suggested that this additional scenario might be helpful for preparers.  

If an entity capitalises similar assets in one year, and the materiality 

changes to a higher amount in subsequent periods, it is not 

anticipated that the inverse would apply. This is because the entity 

has applied an accounting policy based on the Standards of GRAP to 

a certain type of assets. Any change to no longer capitalise this type 

of asset would be considered a change in an accounting policy. In 

accordance with paragraph .13(b) of GRAP 3 on Accounting Policies, 

Changes in Accounting Estimates and Errors, changes in accounting 

policy are only permitted if relevant and more reliable information is 

provided to users of the financial statements.  

An example will be added to the proposed Interpretation to explain 

this issue.  

2.3 It was questioned whether comparability would be affected by not applying 

retrospective application, e.g. leaving previously immaterial assets unrecognised 

in the comparative period, and recognising material assets in the current year. It 

was also questioned whether the comparative information would need to be 

restated.  

As the amounts in question in the prior year are considered 

immaterial, there informational value to users would be low. As a 

result, comparative information is not provided. This is also consistent 

with the proposal in the Exposure Draft that retrospective application 

(including retrospective restatement) is not required.  

No change proposed.  

3. National Treasury  

3.1 Participants supported the following proposals:  

• Decisions about materiality are period-specific.  

• The four circumstances in which errors can arise in the application of 

materiality.  

Noted. No action required.  

3.2 Support was expressed for the examples included in the Interpretation. It was 

observed that emphasis should be given to qualitative materiality in the examples 

– particularly that the importance of certain assets in service delivery may affect 

qualitative materiality.  

Noted. The examples have been reviewed and revised where 

necessary to ensure equal emphasis is placed on both qualitative and 

quantitative materiality.  



ANALYSIS OF VERBAL COMMENTS ON  
ED 185 THE EFFECT OF PAST DECISIONS ON MATERIALITY 

6 

3.3 Participants raised concerns about the ongoing debate on the differences and 

similarities between materiality used in the preparation of financial statements 

and materiality used for audit purposes.  

It was observed that it might be helpful to develop a FAQ to explain the differences 

and similarities, and what can be done to reduce the differences in developing 

materiality thresholds (e.g. considering individual versus collective materiality, 

considering current and future circumstances, etc.). 

Noted. As this is a practical issue, consideration will be given to how 

this could be dealt with in communication material and Fact Sheet 

designed to support the implementation of the Interpretation.  

3.4 The transitional provisions were supported as they negate the need to apply 

hindsight to past decisions about materiality.  

Noted. No action required.  

3.5 A number of practical issues were discussed regarding the implementation of 

policies based on materiality. One of the key issues was the need to document 

decisions about materiality, and to discuss these with management and oversight 

structures. It was observed that the Office of the Accountant-General has also 

been advocating that entities undertake these actions to reduce audit disputes.   

Noted. The importance of documenting these considerations will be 

included in communication material and a Fact Sheet designed to 

support the implementation of the Interpretation. 

4. Gauteng Provincial Treasury (Municipalities)  

 No issues were raised by participants on ED 185.  No action required.  

5. Gauteng Provincial Treasury (Public Entities)  

 Questions were raised about what it means when an entity has omitted 

information from its financial statements, and whether it should be viewed as an 

error that requires adjustment in the financial statements.  

Noted. See the response to comment 1.3.  

6.  Roundtable discussion with PSAF members   

6.1 Participants supported the proposal that materiality assessments are period 

specific, when errors arise, as well as the proposed transitional provisions. 

Specific issues were raised on each of these areas.  

It was questioned why there is a need to indicate that assessments of materiality 

are period-specific, and that this could be better explained in the Exposure Draft.  

Noted. No action required.  

 

 

Noted. The rationale for the need to identify whether materiality 

affects future periods is included in paragraphs 8 and 9 of the basis 

for conclusions. No changes are proposed.  
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6.2 A participant suggested that it might be useful for an entity to disclose how 

materiality has changed from one period to another.  

Noted. Assessment of materiality is an overarching concept 

underpinning an entity’s financial statements. As some of those 

considerations could inherently be “immaterial”, there is little 

relevance explaining this in the financial statements.  

The Board also considered this issue when developing the Guideline 

on The Application of Materiality to Financial Statements and 

concluded that this would not add value to users.  

6.3 Example 2 was discussed. It was questioned whether an entity could argue that 

although an item was qualitatively material (e.g. used in service delivery), whether 

the cost-benefit of providing the information should be considered.  

Materiality should be considered in the context of both qualitative and 

quantitative materiality. While the cost-benefit of applying any 

accounting policy is considered, it would be unlikely that an entity is 

able to make an argument based on cost-benefit if the item is known 

to be material and influence users’ decisions. No changes will be 

made to the proposed Interpretation.  

6.4 In the context of an economic entity, questions were raised about the level at 

which materiality should be determined. For example, should materiality be 

determined at each individual entity, or should it be determined by the group (or 

both).  

If a controlling entity publishes its own financial statements, and/or a 

controlled entity publishes separate financial statements, materiality 

would need to be determined for the individual controlled and 

controlling entity’s financial statements as well as the group financial 

statements.  

This is a practical issue, and could be useful to include in 

communication material and a Fact Sheet designed to support the 

implementation of the Interpretation.  

6.5 A question was raised about the individual and collective assessment of items 

when considering materiality. In the scenario discussed, an entity expenses costs 

that it believes meet the definition of an internally generated intangible asset, but 

that are immaterial. The entity also decides to treat servitudes as part of the cost 

of an item of PPE rather than capitalising them as intangible assets. It was 

questioned whether an entity should consider the combined effect of both 

decisions on intangible assets, or should it consider the individual effect on each 

class of assets.  

Accounting policy decisions are made for similar types of assets – in 

this example, materiality would be determined for costs related to 

internally generated intangible assets and separately for servitudes. 

However, the collective effect of all decisions about a particular 

category of assets (in this case intangible assets), would need to be 

considered.  

As this principle is explained in the proposed Interpretation, no 

change is required.  
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6.6 It was observed that the Exposure Draft indicates that information about an 

entity’s future activities should be considered when developing materiality 

thresholds. This could be seen as being contradictory to the idea that materiality 

is period specific.  

It was also noted that auditors may see this as an onerous exercise that should 

be undertaken, rather than it being a “common sense” decision. This should be 

explained in the Exposure Draft.   

Noted. The intention is for the entity to consider information about the 

future which it is aware of today, i.e. the assessment of materiality is 

still period specific, but considers a range of information. Paragraph 

AG4 has been amended.  

 

6.7 Participants noted that it is important to explain that, although entities do not need 

to keep record of transactions to asses if they become material over time, it is 

important to (a) document decisions about how materiality is applied in each 

reporting period, and (b) to understand that sound management control still needs 

to be exercised over certain items, e.g. low value assets. It should be clear that 

entities do not need to keep record of transactions, as if they were material, in 

order to assess in subsequent periods what their potential effect could be over 

time.  

Noted. As these are practical issues they will be included in the 

communication material and Fact Sheet designed to support the 

implementation of the Interpretation. 

6.8 In discussing example 2, participants noted that there are two aspects that are 

being considered: (a) the individual versus collective assessment of items, and 

(b) the roles of qualitative and quantitative materiality. The second aspect should 

be made more prominent (including by changing the title of the example).  

Noted. See the response to comment 3.2.  

6.9 Concern was expressed about the need to make it clear that entities can only act 

on the information that they had available or could have reasonably known about 

at the time of making materiality assessments. This needs to be clear in the 

Exposure Draft.  

Noted. This is included in the various discussions of when an error 

occurs.  

6.10 A participant observed that the text and explanation in example 3 explain the 

principles clearly. The text in the main body of the ED and the executive summary 

is less clear. It was suggested that the wording be reconsidered, or example 3 

included in the main body of the ED.  

Noted. The overarching principles are explained in the proposed 

Interpretation. The examples are intended to illustrate the principles 

and provide a detailed analysis of a particular fact pattern. The 

examples have been retained in the Annexure given their intended 

purpose.  

6.11 There are four scenarios outlining when an error occurs in the application of 

materiality. The following was suggested:  
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• If the alternative accounting treatments are inconsistent with the principles in 

the Conceptual Framework, then the accounting treatments may be applied 

in error.  

 

Noted. The Conceptual Framework underpins the preparation of 

general purpose financial statements. Even if the specific principles 

in the Standards of GRAP have not been applied, any decisions about 

the preparation of the financial statements should be consistent with 

the Conceptual Framework. 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. 

 • The scenario of the “net balances” better describes the misapplication of an 

accounting treatment, rather than one applied to achieve a particular 

presentation. An alternative example should be selected. 

Noted. This scenario 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 as opposed to the other scenarios 

that deal with unintentional errors. As a result, no change is proposed. 

6.12 Questions were raised about how alternative accounting treatments could be 

developed so as to not be inconsistent with the Conceptual Framework, but still 

arrive at a particular accounting result. For example, if an item meets the definition 

of an asset in the Conceptual Framework, then it should be recognised as an 

asset and not an expense. If an alternative result is because of the qualitative 

characteristics, then this should be described in the ED.    

Noted. The basis for conclusions has been revised to explain the 

thought process in applying the Conceptual Framework.  

6.13 In terms of the transitional provisions, a participant indicated that entities should 

not be precluded from adjusting past decisions if they are satisfied that they are 

not applying hindsight. 

Noted and agreed. The basis for conclusions supporting the 

transitional provisions has been updated based on the scenario 

provided.  

6.14 Communication of the project and the proposed principles, once finalised, was 

indicated as being important. It was observed that, in order to ensure that 

preparers, auditors and others have a common understanding of the principles, 

the Secretariat should host webcasts or have recordings available explaining the 

concepts and their application.   

Agreed. The Secretariat will continue to promote discussions on 

materiality in various ways.  

7. Roundtable discussion (auditors, firms, academics and others)  

7.1 Participants agreed with the principle that materiality assessments are period-

specific.  

Noted. This suggestion relates more closely to the interpretation of 

GRAP 3 more broadly, rather than materiality. A suggestion to include 
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In discussing the idea that materiality assessments are period-specific and similar 

to accounting estimates, it was agreed that it might be useful to explain the 

difference between moving from applying an alternative accounting treatment to 

applying a GRAP accounting policy, and between changes in GRAP accounting 

policies. For example, where alternative accounting treatments are permitted in 

a Standard and an entity decides to apply an alternative (e.g. borrowing costs). It 

was agreed that this might be best demonstrated through an example.  

A similar suggestion was made to indicate the difference between an error in the 

application of an accounting policy and applying an alternative accounting 

treatment based on materiality.  

the difference between an accounting policy, accounting treatment 

and change in estimate will be communicated to the National 

Treasury.  

7.2 Support was expressed for the circumstances when an error could arise in the 

application of materiality.  

Noted. No action required.  

7.3 Participants supported the transitional provisions. Some participants noted that 

entities should not be precluded from making retrospective changes if, for 

example, they discover that an error was made. While other participants 

supported the retrospective adjustments, caution was expressed about allowing 

entities retrospective amendments based on materiality. They noted that this 

might be difficult to demonstrate without applying hindsight.  

It was agreed that if ED 185 is changed to indicate that entities are not precluded 

from retrospective application, that the circumstances when this would be 

acceptable should be discussed. It was suggested that this discussion is included 

in the basis for conclusions rather than the main body of ED 185.  

Noted. See the response to comment 6.12 above.  

7.4 Practical issues related to the application of materiality were discussed. The 

following was observed in addition to the items presented by the Secretariat:  

• How accounting treatments are developed so that they are not inconsistent 

with the Conceptual Framework.  

• Entities may develop multiple materiality thresholds for different line items, 

balances, events, etc. depending on their operations.  

 

Noted. The first issue will be explained in the basis for conclusions. 

The second issue is dealt with in the Guideline, but will be included in 

the communication or similar material designed to support the 

implementation of the Interpretation. 
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8. Workshop with the Eastern Cape Provincial Treasury (Public entities)  

8.1 Participants agreed with the principle that materiality assessments are period-

specific. Questions were raised about whether entities would, for example, still 

need to assess whether expensed assets could have an impact on 

depreciation/accumulated depreciation in future periods.  

Materiality is assessed based on items individually, collectively, and 

considering information available about the past, present and future 

that may affect materiality. If these assessments are made correctly 

at the time, there is no need to continue to assess whether these 

decisions have a cumulative effect on the financial statements.  

8.2 Participants agreed with the circumstances when errors could arise in the 

application of materiality.  

Noted. No action required.  

8.3 Participants supported the proposed transitional provisions.  Noted. No action required.  

9. Public Sector Standing Committee (PSAF)  

9.1 No adverse views were expressed about the proposals in ED 185.  

It was observed that ED 185 may need to be modified to make it clear that even 

though omissions are errors, they may be material and how they are treated in 

terms of GRAP 3 would still need to be assessed.  

Noted. See the response to comment 1.3.  

9.2 It was observed that the auditors, and AGSA, would need to develop a process 

to deal with differences of opinion about materiality.  

It was noted that firms may need to reconsider their methodologies, as a range 

of estimates may not be permitted. Some methodologies require the selection of 

a specific low or high point. This would need to be a matter for future discussion 

among members of the profession.  

Noted. No specific action required as this matter should be resolved 

by the audit profession.  

10. Roundtable discussion with preparers   

10.1 Participants agreed with the view that materiality assessments are period-

specific, and with the four scenarios identifying when errors could arise.  

Noted. No action required.  

10.2 It was observed that the examples in the Exposure Draft are focused on assets. 

It may be helpful to include another example. An example provided was an entity 

with a large land portfolio, which is required to pay rates and taxes to the relevant 

municipality. The municipality has not billed the entity for rates and taxes, and as 

such, the entity has been estimating what it believes the obligations for rates and 

Noted. There are arguably a number of examples that could be used 

to illustrate the proposals. The Board does not believe that adding 

another example will enhance the understanding of the proposed 

Interpretation, as the fundamental concepts being considered are the 

same as the existing examples.  
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taxes could be. Based on the assessment, the entity does not believe that the 

amount is immaterial as the land is rural land. Hence no expense and liability is 

recognised in accordance with GRAP 19 on Provisions, Contingent Liabilities and 

Contingent Assets. In subsequent periods, the municipality charges rates and 

taxes which are considerably higher than assessed. In this scenario, questions 

were raised about whether the past accounting treatment would be an error.  

10.3 While participants agreed with the circumstances when an error could exist, it 

was observed that it may be difficult to subsequently prove whether entities acted, 

and based their decisions on, all the information that was reasonably available at 

their disposal.  

Noted. This is a practical issue that already exists with the application 

of GRAP 3. As judgement needs to be applied based on the facts and 

circumstances in question, no change was made.  

10.4 Concerns were expressed about potential disagreements with auditors about 

materiality and how these might be resolved.  

Noted. See the response to comment 9.2.  

10.5 The transitional provisions were supported.  Noted. No action required.  

11. Product Champion’s Forum – Auditor-General of South Africa  

11.1 Do you agree with the conclusion that decisions about materiality are period specific, and that these decisions therefore do not affect future 

reporting periods? Please explain your response. 

(Refer to paragraphs 7 to 12 & AG2 to AG5 of the proposed IGRAP.) 

 As part of the ASB’s discussion on the Proposed IGRAP on The effects of past 

decisions on materiality (ED 185) at the AGSA’s Product Champion (PC) 

meeting in November 2020, ARD provided the PCs with a further opportunity 

after the PC meeting to consult with the auditors within their respective Business 

Units (BUs) and to provide their BU’s inputs and/or comments on ED 185 by 

responding to the following questions: 

1. Do you agree with the conclusion that decisions about materiality are period 

specific, and that these decisions therefore do not affect future reporting 

periods? Please explain your response 

2. Do you agree with the conclusion that decisions made by an entity to not 

apply the Standards of GRAP where the effect of applying them is immaterial, 

Noted. No action required.  
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are not errors or departures from the Standards of GRAP? Please explain 

your response. 

3. Do you agree with the conclusion that an entity does not retrospectively 

adjust the accounting of past items that were previously assessed as 

immaterial, unless an error occurred? Please explain your response.  

4. Do you have any other comments on the proposed IGRAP? Please explain. 

The PCs’ and BU’s responses are included below.  

The feedback is an extension of the discussion at the PC meeting.  

11.1.1 Gauteng Business Unit  

 Yes. 

GRAP 1 and GRAP 3 define material as: omissions or misstatements of items 

are material if they could, individually or collectively, influence the decisions or 

assessments of users made on the basis of the financial statements. Materiality 

depends on the nature or size of the omission or misstatement judged in the 

surrounding circumstances. The nature or size of the information item, or a 

combination of both, could be the determining factor. 

Noted. No action required.  

11.1.2 Limpopo Business Unit  

 Agree.  

Materiality is based on the information available at the particular point in time or 

period. Therefore, an entity would assess materiality based on the facts and 

circumstances at its disposal. This decision should not affect the future as the 

circumstances may be different then. 

Noted. No action required. 

11.1.3 National B Business Unit  

 Yes. 

Future reporting periods are not affected by materiality decisions as materiality 

decisions are period specific in nature as they are based on the relevant facts 

and circumstances at the time of assessment. 

Noted. No action required. 
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11.1.4 National C Business Unit  

 Agree. 

Materiality is assessed based on the relevant facts and circumstances that exist 

at the time of assessment (reporting date), these facts and circumstances will 

not necessarily be the same in other periods (past or future). It is more 

appropriate to assess each reporting period on its merit without consideration of 

the prior periods. Materiality is for a specific period as this is based on what 

quantitative and qualitative factors are applicable at the specific time. 

Past decisions could affect the materiality of items but this must be looked at in 

like with the prevailing circumstances at a specific time. 

In one year alternative policies may be immaterial due to limited transactions, 

while in future periods there can be more transactions. 

Should anything arise in the subsequent years that did not exist at the time 

materiality was assessed then it is not an indication of an error but new 

circumstances. 

Adjustments to prior period AFS are only necessary when the entity has not done 

the assessment for materiality properly by ignoring available information or using 

an incorrect alternative to immaterial amounts. 

However, for clarity, maybe provide detailed explanation on how this differs to a 

change in estimate.  

GRAP 3 defines a change in accounting estimate is an adjustment of the carrying 

amount of an asset or a liability, or the amount of the periodic consumption of an 

asset, that results from the assessment of the present status of, and expected 

future benefits and obligations associated with, assets and liabilities. Changes 

in accounting estimates result from new information or new developments and, 

accordingly, are not corrections of errors. 

The change is made based on information available about the estimate at the 

end of the reporting period. For example, change in utilisation of an asset. 

Change in estimates are accounted for prospectively and the entity is required 

Noted. No action required. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Noted. A discussion on the analogy to materiality assessments being 

similar to an “estimate” and will be included in the communication or 

similar material designed to support the implementation of the 

Interpretation. 
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to determine and disclose information about the effect of current and future 

periods.  

For clarity, maybe provide detailed explanation on why in relation to the 

materiality assessment, the entity is not required to at least determine the effect 

of the change in future periods. Surely this will assist in elimination errors as 

detailed in paragraph 14(a) to (d) of the IGRAP. 

 

 

Noted. Paragraph 4 explains that the impact on future periods should 

be assessed and provides guidance on the type of information that 

should be considered.  

 

11.1.5 National D Business Unit  

 Agree. 

Materiality should be based on transactions up to a point in time and an 

assessment should be performed on this. 

Noted. No action required.  

11.1.6 National E Business Unit  

 No. 

The presentation and classification of items may not be aligned to GRAP 1.33 

(Consistency of information) and GRAP 1.49 (Comparable information). 

Prospective application may result in inconsistent and incomparable information.  

In addition, based on the environment in the public sector, preparers may apply 

this without any disclosure to the users as GRAP 3 will not be triggered. 

Noted. The restatement of information in GRAP 1 on Presentation of 

Financial Statements is based on materiality. This means that 

comparative information (and underlying accounting) will not be 

changed for items that were considered immaterial in prior periods.  

11.1.7 Northern Cape Business Unit  

 Agree. 

Materiality should be based on the information available at the particular point in 

time or period when considering the financial statements of a particular entity. 

However, it is also critical that an entity also considers the impact of the decision 

to develop alternative accounting treatments in a specific period on the 

comparability of financial statements. This decision is critical when quantitative 

elements are the main driver to the materiality considerations and even though 

items (individually or collectively) are immaterial in that period a holistic impact 

on comparability should still be considered. 

Noted. No action required.  



ANALYSIS OF VERBAL COMMENTS ON  
ED 185 THE EFFECT OF PAST DECISIONS ON MATERIALITY 

16 

11.2 Do you agree with the conclusion that decisions made by an entity to not apply the Standards of GRAP where the effect of applying them is 

immaterial, are not errors or departures from the Standards of GRAP? Please explain your response. 

(Refer to paragraphs 13 to 15 & AG6 to AG8 of the proposed IGRAP.) 

11.2.1 Gauteng Business Unit  

 Yes. 

The decision not to apply the Standards of GRAP on immaterial items is not an 

error or a departure from GRAP since this is allowed in terms of paragraph 7 of 

GRAP 3. If these immaterial line items become material in future, they should be 

treated in accordance with the relevant GRAP standard. 

Noted. No action required. 

11.2.2 Limpopo Business Unit  

 Agree.  

GRAP 3 defines prior period errors as omissions from, and misstatements in, 

the entity’s financial statements for one or more prior periods arising from a 

failure to use, or misuse of, reliable information that:  

(a) was available when financial statements for those periods were authorised 

for issue; and  

(b) could reasonably be expected to have been obtained and taken into account 

in the preparation and presentation of those financial statements.  

(c) Such errors include the effects of mathematical mistakes, mistakes in 

applying accounting policies, oversights or misinterpretations of facts, and 

fraud.  

(d) Based on the above, it is clear that the application of materiality based on the 

available facts and circumstances does not represent an error unless the 

entity had the information at their disposal but failed to use it in its 

assessment.   

Noted. No action required. 

11.2.3 National B Business Unit  

 We agree.  Noted. No action required. 
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This would not be an error, in the case that there was no material omission that 

would have been known at the time that the determination of the materiality 

considerations were implemented that would have altered it. 

In those cases, is it possible to have errors in applying materiality. An error may 

occur in the following circumstances: 

(a) Immaterial items are omitted from the financial statements. 

(b) An inappropriate alternative accounting treatment is applied because of a 

failure to use, or misuse of, reliable information that was available or could 

reasonably have been expected to be used at reporting date. 

(c) An alternative accounting treatment is applied to immaterial items to achieve 

a particular presentation in the financial statements.  

(d) An incorrect assessment of materiality is made resulting in material 

transactions being accounted for as immaterial transactions. 

11.2.4 National C Business Unit  

 Agree. 

The application of alternative policies when permitted by GRAP (i.e. where the 

effect of applying GRAP is immaterial) are not errors. 

Agree that these decisions are not departures as the Standards of GRAP were 

not applicable initially due to the items being immaterial. Therefore, an entity 

cannot depart from something that was not applicable to it. 

Again these decisions are not errors unless the requirements in paragraph 14 of 

the IGRAP are applicable. 

GRAP 3 defines prior period errors as omissions from, and misstatements in, 

the entity’s financial statements for one or more prior periods arising from a 

failure to use, or misuse of, reliable information that: 

(a) was available when financial statements for those periods were 

authorised for issue; and 

Noted. No action required.  
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(b) could reasonably be expected to have been obtained and taken into 

account in the preparation and presentation of those financial statements. 

Such errors include the effects of mathematical mistakes, mistakes in 

applying accounting policies, oversights or misinterpretations of facts, and 

fraud.  

Therefore, only if there was instances of misinterpretation of facts when 

decisions were made by the entity to not apply GRAP standards when in fact the 

effect of applying them was material would an error occur. Paragraph 14(a) to 

(d) of the IGRAP outline these instance adequately. 

However, it is preferred that the accounting policy should be fully aligned to 

GRAP (even if not material) to avoid possible errors in past assessment due to 

different interpretations of what is assessed to be material or not. (This could be 

considered for inclusion in the standard if possible.) 

 

 

 

 

 

 

 

The Standards allow alternative accounting treatments – which could 

be based on any principles – when items are immaterial. Applying 

accounting policies based on Standards of GRAP to immaterial items 

is unduly onerous. It also defeats the point of applying materiality.  

The basis for conclusions explains that the accounting treatments 

should ideally not be inconsistent with the Conceptual Framework. 

More explicit guidance cannot be provided.  

11.2.5 National D Business Unit  

 Agree. 

The standards want to ensure that the financial statements are fairly presented. 

If transactions were not material, it means that regardless of where they are 

disclosed (for example, expensing chairs rather than to capitalise them) would 

have no bearing on the users’ assessment of the financial information and 

cannot result in material errors in the financial statements. The cost vs benefit 

principle also supports this, as one cannot be expected to apply all the 

requirements of GRAP 17 such as useful life assessments, impairment 

assessments etc. on items that are considered to be immaterial. 

Noted. No action required.  

11.2.6 National E Business Unit  

 Yes and No.  
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Yes for most of the principles - However it may be of audit concern that entities 

may use these provisions to avoid fair presentation and disclosure. 

No – In 14(d) we may need to clarify what we mean by assessment of materiality. 

Are we saying that if the materiality is inappropriately determined i.e. to low or 

not appropriately considered? When we speak about assessment does this refer 

to the determination of materiality by the preparer entity? 

If the preparer does not revise the materiality annually and cannot demonstrate 

that there is no need for change, would this also be an error? 

Noted. If an entity deliberately applies an accounting treatment to 

achieve a particular presentation this is an error. No change to the 

proposed Interpretation.  

It could refer to both instances. As the Standards deal with the 

preparation of the financial statements, the assessment is from the 

preparer’s perspective.  

 

 

11.2.7 Northern Cape Business Unit  

 Agree. 

The impact of the application of alternative accounting treatments will have no 

significant bearing on the decision-making of users. Therefore, it is correct to 

indicate that a such change does not result in a prior period error unless the 

judgement previously applied based on information that was available at that 

time was incorrectly applied. 

Noted. No action required.  

11.3 Do you agree with the conclusion that an entity does not retrospectively adjust the accounting of past items that were previously assessed 

as immaterial, unless an error occurred? Please explain your response. 

11.3.1 Gauteng Business Unit  

 Yes. 

The decision not to apply the Standards of GRAP on immaterial items is not an 

error or a departure from GRAP since this is allowed in terms of  paragraph 7 of 

GRAP 3. If these immaterial line items become material in future, they should be 

treated in accordance with the relevant GRAP standard. If an error has occurred, 

it shall then be treated in accordance with GRAP 3. 

Furthermore, transactions, other events or conditions that were previously 

immaterial are specifically excluded as a change in accounting policy as per 

paragraph 17(b) of GRAP 3. 

Noted. No action required.  
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11.3.2 Limpopo Business Unit  

 Agree.  

As explained above, the assessment of materiality in future periods should not 

be treated as an error unless the entity incorrectly applied the facts and 

circumstances. This also means that applying an alternative accounting 

treatment to immaterial items does not represent a change in an accounting 

policy as that decision was based on the information available at the time. 

Therefore, there should not be any retrospective restatement.   

Noted. No action required.  

11.3.3 National B Business Unit   

 Yes. 

The change in future circumstances would not require retrospective application 

provided that information was not known and omitted previously. 

Noted. No action required.  

11.3.4 National C Business Unit  

 Agree. 

Based on the previous response - The decision was based on period specific 

information, which holds true in future periods (that in that specific period, the 

application of GRAP had an immaterial effect), and therefore retrospective 

adjustment is not required. 

This will ensure fair presentation as it was correct at that point of assessment. 

Retrospective adjustments are required to the financial statements when an 

entity has (a) changed its accounting policy, or (b) made an error.  

Applying alternative accounting treatments to immaterial items is not considered 

an accounting policy choice. As alternative accounting treatments are not based 

on the specific accounting principles for the relevant item in the Standards of 

GRAP, they are not considered accounting policies and are effectively “outside” 

the scope of the Standards of GRAP. GRAP 3 also indicates that if an accounting 

policy based on Standards of GRAP is applied to items that were previously 

considered immaterial, then this is not a change in accounting policy. 

Noted. No action required.  
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11.3.5 National D Business Unit  

 Agree. 

Based on the above response, because the prior transactions were considered 

to be immaterial, even treating it as a prior period error will still only have an 

immaterial impact on the financial statements and will add no benefit to the 

users. This goes against the concept of materiality. 

Noted. No action required.  

11.3.6 National E Business Unit  

 No. 

The presentation and classification of items may not be aligned to GRAP 1.33 

(Consistency of information) and GRAP 1.49 (Comparable information). 

Prospective application may result in inconsistent and incomparable information.  

In addition, based on the environment in the public sector, preparers may apply 

this without any disclosure to the users as GRAP 3 will not be triggered. 

Noted. See the response to comment 11.1.6. 

11.3.7 Northern Cape Business Unit  

 Agree. 

The accounting treatment of these items, if correctly assessed will be consistent 

especially if based on quantitative aspects such as the examples in AG5 for low 

value items. This will also likely result in the AFS being comparable over two 

years due to the consistent approach applied when developing alternative 

accounting treatments. 

Noted. No action required.  

11.4 Do you have any other comments on the proposed IGRAP? Please explain. 

11.4.1 Gauteng Business Unit  

 None.  Noted. No action required. 

11.4.2 Limpopo Business Unit  

 None.  Noted. No action required. 

11.4.3 National B Business Unit  
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 None.  Noted. No action required. 

11.4.4 National C Business Unit  

 Perhaps more clarity needs to be provided regarding instances where there are 

new legislative requirements which renders certain items that were previously 

considered material to become immaterial. Can the entity be permitted to go 

back and apply alternative accounting treatments? How would an entity deal with 

such instances? 

Maybe a requirement for inclusion on the judgements made in concluding that 

balances/amounts are not material will also simplify the understandability and 

comparability of the financial statements. (Have looked at GRAP 1 and GRAP 

3, but could not find anything.) 

Out of an audit point of view, different views on the assessment of materiality 

could impact on disagreements in terms of what is seen as material or immaterial 

and therefore also the possible cumulative effect if considered with comparative 

figures/balances carried forward. 

Noted. The Standards of GRAP do not deal with legislative materiality. 

Also see the response to comment 2.3.  

 

 

 

Noted. As the Standards of GRAP require the disclosure of material 

information, the disclosure of items that are considered immaterial is 

inconsistent with this overarching principle.  

 

Noted. See the response to comment 9.2 above. The communication 

material and Fact Sheet may also aid the understanding of the 

requirements of the Guideline and the proposed Interpretation for both 

auditors and preparers.  

11.4.5 National D Business Unit  

 How to treat amounts that were material in previous years, but are now no longer 

material. 

Noted. See the response to comment 2.3.  

11.4.6 National E Business Unit  

 Refer above.  Noted. No action required.  

11.4.7 Northern Cape Business Unit  

 None.  Noted. No action required. 

 


