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DATE:  18 FEBRUARY 2019 

Background 
In accordance with the Treasury Regulations we are required to determine materiality and 
assess significance on an annual basis. 
 
We have reviewed the methodology used in previous years and believe it is still appropriate. 
 
We do not expect the implementation of the technical project on materiality to have any 
significant change in our behaviour. We shall however, review the disclosure about 
judgements in the annual report to determine whether we can improve on our current 
disclosure. 
 

ACTIONS REQUESTED: 

The BOARD is requested to NOTE the content and APPROVE the determination.  
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 MATERIALITY AND SIGNIFICANCE FRAMEWORK 2018 

1  INTRODUCTION 

In terms of section 28.3.1 of the Treasury Regulations to the Finance Management 
Act, 1999 (Act No.1 of 1999) (PFMA), the ASB is required to develop and agree a 
framework of acceptable levels of materiality and significance in consultation with the 
relevant executive authority.   

Section 55(1) (d) of the Public PFMA requires the accounting authority of a public 
entity to submit: 

• an annual report on the activities of that public entity during the financial year, 
and 

• the financial statements for that financial year after the statements have been 
audited to the relevant treasury and the executive authority responsible for 
that public entity.  

Based on the submitted information the executive authority may decide to conduct 
further investigations into the activities of the public entity.  As a result, it is important 
for the public entity to include all material/significant information in the annual report 
and for the materiality/significant figure(s) to be set at the appropriate level in order to 
ensure that the correct information is included in the annual report and communicated 
to the relevant treasury and executive authority for approval. 

2 METHODOLOGY 

Materiality should be considered for: 

▪ Non-financial matters such as fraud and misrepresentation;  

▪ Financial; and 

▪ Materiality for preparation of financial statements and assessment of appropriate 
disclosure. 

Materiality for the ASB should be split between operational and strategic items, where 
operational items are controllable items such as the daily operational expenses and 
the strategic items are items relating to funding etc.   

Risks that the ASB is exposed to are rated as being low to medium given the size of 
the operation, the budgetary controls established by the Board, the supervision by the 
CEO, the operations committee and the delegations of authority in place. 

3  NON-FINANCIAL MATERIALITY 

The non-financial materiality is derived from legislation that requires the ASB to report 
certain incidents, or alternatively legislation requires disclosure in the annual report. 

Section 54(2) of the PFMA states that the accounting authority for the public entity 
must inform the relevant treasury and submit relevant particulars to its executive 
authority for approval in respect of:  

• participation in a significant partnership, trust, unincorporated joint venture or 
similar arrangement [section 54(2)(b)]; 

• acquisition or disposal of a significant shareholding in a company [section 
54(2)(c)]; 
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• acquisition or disposal of a significant asset [section 54(2)(d)]; 

• commencement or cessation of a significant business activity [section 54(2)(e)]; 
and 

• a significant change in the nature or extent of its interest in a significant 
partnership, trust, unincorporated joint venture or similar arrangement [section 
54(2) (f)].  

Section 55(2) (b) (i) of the PFMA states that the annual report and financial statements 
must include particulars of any material losses through criminal conduct and any 
irregular expenditure and fruitless and wasteful expenditure that occurred during the 
financial year. 

Based on this, the Board has assessed that the level of non – financial materiality 
would be: 

• All losses in respect of criminal conduct; 

• Any criminal or disciplinary steps taken as a consequence of such losses; 

• Any irregular expenditure and fruitless and wasteful expenditure involving 
gross negligence; 

• Any other irregular, fruitless and wasteful expenditure.  

Where appropriate, the Secretariat will report and highlight any material and significant 
matter as a result of the materiality and significant framework for the Board’s attention 
or as a result of a Board decision at its meetings. None were identified during the 
period under review. 

4  FINANCIAL MATERIALITY 

In determining financial materiality the ASB applies the National Treasury’s Practice 
Note. In setting the materiality levels, the amount of total assets reflects a declining 
trend as fixed assets are reducing in value over time, while the total revenue trend 
increases over time.  The following materiality levels have been determined (see 
appendix): 

 Amount 

Total Assets 61 000 

Total Expenses 72 000 

 
The ASB adjusts the financial statements for any errors identified during the external 
audit process, irrespective of the amount.  In matters of judgement, where there is 
disagreement with the external auditors, items exceeding the amounts identified above 
will be referred to the operations committee and the audit and risk committee and 
appropriate disclosure made in the financial statements.  This aims to ensure that the 
financial statements fairly present the financial position and performance of the ASB. 
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5 MATERIALITY FOR PREPARATION OF FINANCIAL STATEMENTS AND 
ASSESSMENT OF APPROPRIATE DISCLOSURE 

In determining materiality for the preparation of financial statements, consideration is 
given to the nature of the activities of the ASB and the areas where significant 
judgement is exercised.  

The most significant line items in the trial balance of the ASB are revenue (i.e. the 
transfer payment received to fund the activities of the ASB) and remuneration of 
employees and the board.  

Revenue requires judgement as the determination of what portion of the transfer 
payment should be recognised as revenue and what portion should be surrendered 
as unused is complex. 

Remuneration of employees is influenced by the determination of the amount of the 
provision for leave pay requires judgement of the days leave that should be accrued 
and the rate at which the leave should be accrued. 

Both remuneration of Board members and Employees are sensitive issues in the 
public sector and users pay specific attention to it. 

Based on this assessment, the following accounting policies should be disclosed in 
the 2019 Annual Report: 

• Employee benefits 

• Revenue recognition 

• Surrendering of surplus 

• Services received in kind. 

• Property, plant and equipment 

The comprehensive schedule of accounting policies will be hosted on the ASB 
website. 
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APPENDIX: MATERIALITY FRAMEWORK IN TERMS OF PFMA 

The National Treasury Practice Note provides parameters for the calculations using the latest 
audited financial statements but requires sound judgement, consistency and other qualitative 
factors to be considered. It further proposes that the framework be reviewed at least 
annually and that applications are forwarded to the executive authority and Minister of 
Finance. The parameters provided are as follows:- 

Element %age range to be applied against R 
value 

Total Assets 1% - 2% 

Total Revenue 0.5% - 1% 

Profit after tax 2% - 5% 

In considering the elements, the ASB believes Profit after tax is an inappropriate 
measurement tool as the intention is to use the funds allocated to the ASB in full in each 
accounting period. Any surplus or deficit is a non-cash surplus/deficit as a result of timing 
differences between the purchase of assets and the recognition of depreciation and the 
straight lining of leases over the period of the finance lease. In using the parameters the 
following results have emerged. Revenue is simple to calculate because the largest part of 
the amount is a transfer payment received from the National Treasury. It is the view of the 
ASB that expenditure is a more appropriate measure, as the amount of revenue recognized 
is reduced by funds not spent. 

Element Percentage Amount 

Total Assets (@31 December 2018)  3 043 150 

 1.0% 30 431 

 2.0% 60 862 

Total Expenditure (budget for 
2019/20)  

14 340 000 

 0.5% 71 700 

 1.0% 143 400 

Proposed Framework for 2018/19   

Total Assets  61 000 

Total Expenses  72 000 

 


