Revised GRAP 104

— Financial
Instruments ECL
model

Spotlight on the new
Expected Credit Loss
(ECL) approach in
GRAP

The revised GRAP 104 is effective from 1 April 2025. The new Standard
introduces a new model for impairment of financial assets measured at
amortised cost.

Although the classification of financial assets at amortised cost would
not change in most circumstances, the Standard requires financial
assets held in a business model for trading to be measured at fair
value.

The new expected credit loss (ECL) model changes the previous
incurred loss model and largely aligns with the principles in IFRS 9.
Entities that have financial instruments and statutory receivables will
apply both models in their financial statements separately, based on the
classification of their receivables.

The two models can be summarised as follows:

Expected Credit Loss (ECL)

v

eLosses recognised before a default occurs
eHistorical, current, and forward-looking information

eBased on expected credit losses over 12-month or lifetime
horizon

*More responsive to changes in credit risk
eEarlier and typically higher provisions

Incurred Loss Model

eBackward-looking

eLosses recognised only after a loss event occurs
ePrimarily historical information

eBased on incurred (realised) credit losses
eDelayed recognition of credit deterioration
eLower provisions until losses materialise

Under GRAP 104, impairment is measured using either the general
approach or the simplified approach, based on the type of financial

instrument

General Approach

Applies to ALL excl. simplified
approach

Staging

Stage 1:

No significant increase in credit risk
eRecognise 12-month ECL

Stage 2 :

Significant increase in credit risk
eRecognise /ifetime ECL

Stage 3:
Credit-impaired asset
eRecognise lifetime ECL
eInterest calculated on the NCA

Simplified Approach

Applies to short-term trade
receivables and lease receivables

No staging

Always recognise lifetime ECL

Often uses a provision matrix
based on historical loss rates

Adjusted for the impact of
forward-looking information

Consider impact of any significant modifications on classification and ECL
approach applied specifically credit-impaired assets

initial adoption. [Directive 2.88R]

NOTE: On first time adoption the impact of the application of GRAP 104 is
required.  Entities are required to disclose a reconciliation between the
measurement categories and the class of financial instruments as at the date of
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