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Disclaimer

The views, thoughts, and opinions expressed in this 

presentation are solely those of the speaker and do 

not necessarily represent the views of the company, 

employer, or organization.

Pitch deck title



Financial instruments
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Financial instruments

A Contract

Settle in cash or other financial 
instrument

Financial asset Financial liability
Residual interest 
in another entity



Financial instruments
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Contract

Agreement 
between parties

Willing parties

Clear economic 
consequences

Creation of rights 
and obligations

Enforce by law
Performance and 
non-performance



Financial instruments
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Settle in cash

Trade receivables

Loans

Trade payables

Bank balances

Settle through 
goods and 
services

Prepaid electricity units supplied to 
customers – Settle via electricity 

supply (goods)

Deposit paid for future services –
Linked to service delivery

Advance payments to suppliers –
Settle via goods or services

Deferred revenue – Obligation to 
provide services



EXCLUDED
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Excluded from 
scope

GRAP 108

Property rates

Traffic fines

Other fines

Availability 
charges*

GRAP 25

Employee 
pensions

Long service 
awards

Salary liabilities

Bonus accruals

GRAP 19

Money 
received 

previously 
provisioned

Rights to 
payment to 
reimburse

GRAP 
32/35/36

Transfer of 
funcions



CLASSIFICATION – FINANCIAL ASSETS
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Management model

Hold assets to collect 
contractual cash flows

SPPI Test – Cash flow 
on specified dates that 
are Solely Payment of 
Principal and Interest

Passed

Amoritised cost

Failed

Default/FVTSD

Hold to sell

Default

FVTSD
Investment in residual 
interest FV not reliably 

measured

Cost



CLASSIFICATION – FINANCIAL LIABILITIES
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Financial 
liabilities

Amortised 
costs

Default

FVTSD

Derivatives

Held for 
trading

Designate
d at 

FVTSD



WHAT IS RELEVANT

1. Identify Financial Assets

2. Identify Financial 

Liabilities

3. Do you have Loan 

commitments?

4. Do you have financial 

guarantee contracts?

5. Do you have any 

Financial Assets at 

FVTSD?

6. Do you have any 

Financial Liabilities at 

FVTSD?
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Assess SOFP
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Assess SOFP
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MEASUREMENT
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Initial recognition

All

Fair value +-
transaction costs

Short term 
receivables/payables

FV+Trans cost = 
Transaction price = 

Invoice amount



Financial Assets
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FINANCIAL ASSETS
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Initial measurement

Immediately after initial 
measurement = 

subsequent 
measurement

Effective interest rate 
method

Impairment (Expected 
credit loss model)

General approach

Simplified approach
Only available for 

Receivables and lease 
receivables

SUBSEQUENT MEASUREMENT – Amortised cost



SUBSEQUENT MEASUREMENT
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Impairment

“Old” Incurred loss, based 
on event

“New” expected loss 
(Expected credit loss = 

ECL)

ECL (Weighted ave of 
credit loss with risk of 
default the weights)

Risk of default

X

Credit loss



CREDIT LOSS
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Credit loss

Contractual 
CF

Minus
Expected 

CF



CREDIT LOSS - APPROACH
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Impairment 
(ECL)

General

12 month

Life time

Simplified

Life time only

EIR – Gross

Provision matrix



CREDIT LOSS - GENERAL
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Component

Credit risk

Loss allowance

Interest revenue

Stage1 
Performing

Performing

12 month ECL

Gross carrying 
amount

Stage 2 –
Under 

performing

Significant 
increased

Lifetime ECL

Gross carrying 
amount

Stage 3 –
Credit 

impaired

Identified as 
impaired

Lifetime ECL

Amortised 
carrying amount



CREDIT LOSS - SIMPLIED
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Component

Credit risk

Loss allowance

Interest revenue

Simplified
Not required to 

assessed

Lifetime ECL

Gross carrying amount



PROVISION MATRIX
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1. Segment the Portfolio (Remove Property Rates)

2. Establish an Ageing Schedule

3. Calculate Historical Loss Rates

4. Adjust for Forward-Looking Information



PRESENTATION AND DISCLOSURE
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1. New Accounting policy for GRAP 104 R

2. Update Significant justments and estimates

3. Change in Accounting policy note

4. Reconciliation to Financial Instruments

5. Financial instruments and risk management



PRESENTATION AND DISCLOSURE - ACP
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PRESENTATION AND DISCLOSURE -
Recon
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PRESENTATION AND DISCLOSURE – FI 
Note
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PRESENTATION AND DISCLOSURE
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FULL AFS EXAMPLE



THANK YOU
Stephan van der Merwe (CA) SA

Stephan@coherentconsulting.co.za

082455768
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