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FEEDBACK STATEMENT – ED 185 PROPOSED IGRAP ON THE EFFECT OF PAST 
DECISIONS ON MATERIALITY 

This feedback statement outlines the 
comments received on ED 185  

  

 

Overview The Board issued a proposed Interpretation of the Standards of GRAP on The Effect of 

Past Decisions on Materiality (ED185) for comment. ED 185 explains that decisions about 

materiality are period-specific. This means that decisions about materiality need not be 

assessed cumulatively over time. Changes to materiality thresholds or qualitative criteria  

do not result in retrospective adjustments, unless an error was made in determining 

quantitative or qualitative materiality.  

Consultation process The comment period closed on 26 February 2021. The analysis of the written and verbal 

comments received, and the Board’s responses are available on the ASB's website.  

Supporting material IGRAP 21 on The Effect of Past Decisions on Materiality.  

Analysis of comments.  

Fact Sheet.  

All available by following this link.  

Next steps The Interpretation should be applied for reporting periods beginning on or after 1 April 

2023.  

 

https://www.asb.co.za/ed-185/
https://www.asb.co.za/igrap-21/
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What did we hear? 

General support for the 

proposals 

Stakeholders were supportive of ED 185 and its key principles. Several respondents indicated that the application of 

materiality by preparers is immature and will need to be developed.  

Some practical questions and issues were raised by respondents. To support the application of the Interpretation, the 

Secretariat issued a “Fact Sheet” on materiality which explains key issues related to materiality raised by respondents to 

ED 185. 

As with the comments received on the Guideline on The Application of Materiality to Financial Statements, the issue of 

potential differences between audit and preparer materiality and related disputes was raised. Discussions on materiality )in 

general), and why there may be potential differences between auditor and prepare materiality, will be an ongoing item on 

the communication strategy of the ASB. This will ensure that stakeholders continue to apply their minds to materiality and 

will ensure that it is embedded in all practices.  

Did respondents raise comments on specific principles?  

Do revisions in materiality 

affect the accounting in 

previous years?   

Example 3 in ED 185 illustrates the downwards revision of materiality in a subsequent reporting period, with the result that 

assets that were expensed in prior years would need to be capitalised in subsequent years. Respondents raised questions 

about whether the inverse would be possible, i.e. to not capitalise assets in later years if the materiality was revised upwards. 

It was agreed that for past assets, the change in materiality would have no effect, but that the change would apply to new 

acquisitions. Example 3 was amended to include this scenario. 

This change is consistent with the overarching principle in ED 185 that decisions about materiality are period specific. There 

is no change to prior year accounting unless an error was made.  
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Did respondents raise comments on specific principles? 

If decisions about materiality 

are period specific, will this 

affect comparability?  

Respondents generally supported the principles in ED 185. Some were concerned about the lack of comparative 

information. The most cited example related to a type of assets expensed in prior years and capitalised in subsequent 

periods and the lack of comparable information in the year that capitalisation commences. The Board agreed that 

comparative amounts should not be restated as this would mean a retrospective change in the accounting previously applied 

which is inconsistent with the main principle in ED 185. If the information was immaterial in previous periods, it would also 

have limited relevance to users in subsequent periods. As this was raised by several respondents, an explanation was 

included in the basis for conclusions. 

What do the transitional 

provisions mean, and can an 

entity correct prior period 

errors (if identified)?  

The transitional provisions indicated that entities need not reassess past decisions about materiality on the initial adoption 

of the Interpretation. The basis for conclusions indicates that this includes assessing whether an error was made. Some 

respondents indicated that if they identify errors in the past application of materiality, they would like an opportunity to correct 

those errors. It was agreed that the correction of errors should not be precluded, but any correction should not be based on 

the application of hindsight. This explanation was included in the basis for conclusions.  

How should alternative 

accounting treatments be 
developed? 

The basis for conclusions indicates that alternative accounting treatments should be developed so that they are not 

inconsistent with the Conceptual Framework. A respondent indicated that this is not specifically indicated in GRAP 3 on 

Accounting Policies, Changes in Accounting Estimates and Errors. The Board noted that the financial statements are 

prepared using the principles in the Conceptual Framework. Although there is no specific mention in GRAP 3 on the 

development of alternative accounting treatments, the Conceptual Framework underpins all decisions related to the 

preparation of the financial statements, particularly those where a specific Standard does not deal with an issue. As a result, 

no change was made to ED 185.  
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How to access information? 

Access information on the 

ASB  

Visit our website on www.asb.co.za 

Subscribe on our website to the ASB Newsletter 

Follow us on Facebook, Twitter, and LinkedIn 

Access the translated versions of the Standards 

 ASB@ASB_SA 

 https://www.linkedin.com/company/accounting-standards-board 

 https://www.facebook.com/AccountingStandardsBoard/ 

 

http://www.asb.co.za/
https://www.linkedin.com/company/accounting-standards-board
https://www.facebook.com/AccountingStandardsBoard/
https://twitter.com/ASB_SA
https://www.linkedin.com/company/accounting-standards-board
https://www.facebook.com/AccountingStandardsBoard

