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BACKGROUND TO THE PROJECT   

1. The Board issued two Exposure Drafts for comment as part of the materiality project in 

July 2018. ED 168 is the Proposed Guideline on The Application of Materiality to 

Financial Statements, and ED 169 is the proposed amendments to the Standard of 

GRAP on Presentation of Financial Statements (GRAP 1).  

2. The comment deadline for both Exposure Drafts was 7 December 2018. At the close of 

the comment period, the Board received four comment letters from: SARS, the Western 

Cape Government and the Department of Treasury of the Free State Province.  

3. The Exposure Drafts were also discussed with affected stakeholders by way of 

workshops, roundtable discussions and other engagements. Two separate project 

group meetings were held with preparers and the firms respectively. 

PURPOSE OF THIS MEMORANDUM  

4. At the Technical Committee held in March 2019, the Secretariat provided an overview 

of the consultations that were undertaken with affected stakeholders, and key issues 

raised by respondents during the consultation period. The Technical Committee’s 

considerations and recommendations are included in the minutes of that meeting.  

5. In this memorandum, the Secretariat highlights the key considerations and 

recommendations made to the Board. 
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DUE PROCESS 

Written feedback 

6. Only four written responses were received. The Secretariat believes that the limited 

number of respondents may be attributed to (a) the nature of the topic, and (b) the fact 

that there were several exposure drafts that were out for comment in the same period, 

which may have meant that respondents selected specific projects to provide comment. 

Verbal feedback 

7. The project brief outlined a number of stakeholders that were to be consulted during the 

public consultation process. The Secretariat consulted with the following stakeholders. 

Engagement opportunities during the consultation period 

Stakeholder groups  Engagements opportunities 

Preparers (municipalities, 

public entities and/or 

departments) 

Roundtable hosted by the Secretariat 

GRAP Update Workshop with North West Provincial 

Treasury 

GRAP Update Workshop with Municipal Accounting 

Working Committee – Western Cape Provincial Treasury 

Preparers, users, auditors, 

consultants, other interested 

parties 

SAICA webcast 

 

Presentation at the Public Sector Accounting Forum 

Presentation at the SAICA Public Sector Financial Reporting 

Project Group 

Auditors, consultants, 

technical advisors 

Roundtable hosted by the Secretariat 

Presentation at the AGSA Product Champion Forum 

Users Meeting with SALGA Policy Unit 

SA Reserve Bank 

National Treasury (OAG) 

Provincial Treasuries (Western Cape, North West) 

Engagement opportunities after the consultation period 

8. The Technical Committee noted that engagements with municipalities were limited. The 

Secretariat explained that SALGA had agreed to arrange provincial roundtables with 

municipal officials and councillors during the consultation period, however, these 

discussions did not materialise. The Secretariat  has agreed with representatives of 

SALGA to continue pursuing these discussions to raise awareness about the Guideline 

when it is approved by the Board.  

9. The Secretariat further notes that there are a number of workshops planned after the 

Board meeting where the Secretariat will have an opportunity to share the feedback 

received about ED 168 and ED 169 and also raise awareness about the Guideline. 
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These sessions will include preparers in the municipal environment. Should participants 

raise concerns, these may be considered as part of the improvements projects. 

10. Some Technical Committee members raised the concern that, while a number of 

opportunities for stakeholders to participate were created, the Board needs to ensure 

that it obtains sufficient buy-in from its stakeholders during the consultation phase to 

assist with implementation.  

11. Based on the above considerations, and the positive feedback received during 

consultations, the Technical Committee agreed that stakeholders were given sufficient 

opportunity to participate in the Board’s due process, and that the key stakeholders that 

will be impacted by the new guidance, were consulted.  

ACTIONS REQUESTED #1 

The Board is requested to CONFIRM the view that sufficient opportunity was provided 

to stakeholders to participate in the process and key stakeholders were consulted.  

FEEDBACK RECEIVED FROM STAKEHOLDERS 

12. The Technical Committee considered the summaries of the written and verbal 

comments.  

13. The summaries indicated that the feedback received on both Exposure Drafts was 

positive. Respondents were generally supportive of both ED 168 and ED 169 as it would 

assist preparers to apply materiality when preparing financial statements and change 

their behaviour about the preparation of financial statements.  

14. Preparers generally supported the Board’s proposals in the Exposure Drafts. The 

Secretariat did however note that there were a minority of respondents that expected 

that the Guideline would mirror the guidance and methodologies that are available to the 

auditors, and resolve the differences between preparers and auditors about materiality.  

15. In the engagements with auditors, there was overwhelming support for the guidance, 

with some even noting that auditors will also find the guidance useful in understanding 

preparers’ considerations and approach to materiality.  

Specific Matter for Comment 1 

16. Responses to SMC 1 were mixed. The Board requested respondents to indicate whether 

they agreed with the proposal that management’s materiality considerations should be 

disclosed as part of the existing requirement in GRAP 1.132 (i.e. disclosures about 

management’s judgements in the accounting policies).  

17. Respondents’ views ranged between adding a disclosure requirement and not adding a 

disclosure requirement. Those that supported the introduction of a disclosure 

requirement noted that it would ensure transparency while others argued that disclosing 

materiality judgements is unnecessary. Other respondents noted that preparers 

generally struggle with the application of judgement, and that the Board should consider 

permitting rather than requiring the disclosures until practice has developed.  

18. The Technical Committee deliberated the project groups’ recommendations. Project 

group members noted that adding a requirement would be contradictory as Guidelines 

are usually non-authoritative, while others noted that having the disclosures ensures that 

entities have proper processes in place to assess materiality. On balance, the project 
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groups concluded that it may be too soon for the Board to introduce a disclosure 

requirement if the guidance is meant to be non-authoritative. 

19. The Technical Committee concurred that if the objective of the project is to change 

preparers’ behavior about making materiality judgements, then it may be too soon to 

require these disclosures. It was agreed that, in the interim the Board should consider 

permitting entities to make these disclosures instead of a requirement. It was added that 

while this may be a short term view, the longer term view is that there should be a 

requirement in the Standards. It was noted that respondents observed that if a 

requirement is introduced, then GRAP 1 would need to be amended as the existing 

requirement in paragraph .132 would not necessarily lead a preparer to disclose 

management’s judgements about materiality.  

20. The Technical Committee agreed that the amendment to GRAP 1 to introduce a 

disclosure requirement, may be made as part of the next cycle of improvements in 2021 

to 2023. 

21. As a consequence, the following proposals were agreed: 

• Paragraph 3.6 of the proposed Guideline should be amended to highlight the 

practical benefits of disclosing management’s materiality considerations, and that 

these may be provided in addition to the disclosures about management’s 

judgements.  

• Example 1 of the proposed Guideline should be amended to emphasise the 

judgements made in the application section of the example.  

• Paragraph .132 of GRAP 1 is left unchanged.  

ACTIONS REQUESTED #2:  

The Board is requested to INDICATE whether it agrees with: 

(a)  the proposal to not introduce a disclosure requirement but to encourage the 

disclosure of management’s materiality considerations in the financial 

statements; and 

(b)   the proposed amendments to paragraph 3.6 and Example 1 of the proposed 

Guideline. 

 

General comments 

22. The Technical Committee considered the general comments and observed that some of 

these generally point to preparers’ lack of understanding of the principles and are not 

indicative of issues about the guidance itself. As such, the Technical Committee agreed 

that no specific actions were required to respond to the general comments other than 

highlighting the issues in the Feedback Statement, and where appropriate, make specific 

amendments to the proposed Guideline. 
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Key issues in the general comments to ED 168 and proposed actions 

Key issues Proposed actions 

Uncertainty about resolving 

differences in assessments by 

auditors and preparers. 

This is an audit matter, and not an area that can be 

addressed by the Board. Discussions between the trilateral 

parties may assist to highlight the issue, and the need to 

change preparers’ behaviour about materiality.  

Training and additional guidance may 

be required from National Treasury to 

develop guidance on thresholds, 

benchmarks and other practical 

issues that cannot be addressed by 

the Board.  

Shared the suggestion with the National Treasury. It was 

noted that the OAG will consider developing implementation 

guidance once the proposed Guideline has been approved. 

Uncertainty about primary users 

versus other parties/users of financial 

statements and the role of 

representatives. 

Commentary added in paragraph 4.5 to clarify the role of 

representatives.  

Interaction of materiality with laws and 

regulations. 

Amended example to be consistent with the MFMA 

requirements.  

Uncertainty about excluding 

immaterial information from the 

financial statements. Similarly, the 

principle that Standards of GRAP 

apply to material transactions was 

questioned. 

Paragraphs 3.29 and 3.30 have been relocated to Section 6 

(i.e. paragraph 6.11 and 6.12) and amended to make it clear 

that the discussion is about the presentation and disclosure 

of immaterial information in the financial statements. 

ACTIONS REQUESTED #3:  

The Board is requested to INDICATE whether it agrees with the recommendations made 

in response to the general matters raised. 

 

FINAL REVIEW OF THE PROPOSED GUIDELINE ON MATERIALITY AND AMENDMENTS 

TO GRAP 1 

23. The Technical Committee reviewed the proposed Guideline (including the proposed 

changes to address respondents’ concerns) and proposed Amendments to GRAP 1 (no 

changes are proposed to the text) and recommended these to the Board for approval.  

   

ACTIONS REQUESTED #4: 

The Board is requested to if deemed appropriate, RECOMMEND:  

(i) the proposed Guideline on The Application of Materiality to Financial Statements 

(see attachment 5(b)); and  

(ii) the proposed amendments to the Standard of GRAP on Presentation of Financial 

Statements (see attachment 5(c)), 

for approval as final pronouncements.  
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FINALISATION OF PROPOSED GUIDELINE ON MATERIALITY AND AMENDMENTS TO 

GRAP 1  

24. In finalising ED 168 and ED 169, the Board will need to consider: 

(a) Whether the proposed Guideline and Amendments to GRAP 1 should be re-

exposed for further public consultation, following amendments made as a result of 

comments received during the initial public consultation process. 

(b) Whether to include the proposed Guideline in the Reporting Framework. 

(c) The proposed effective date of the Amendments to GRAP 1.  

Re-exposure of the proposed Guideline for comment 

25. In determining whether re-exposure is necessary, the policy on Re-exposure of 

proposed pronouncement issued for comment is considered.  

26. This policy requires the assessment of whether amendments made to the proposed 

pronouncement, as a result of comments received warrant re-exposure. In addition, the 

policy requires consideration of any new amendments published by the IPSASB or IASB 

that affect the underlying pronouncement on which an Exposure Draft is based, and to 

determine whether any amendments should be made to the proposed pronouncement.   

27. Based on the comments received the Technical Committee concluded that the 

amendments made to ED 168 are not substantial and it is not be necessary to re-expose 

the Board’s proposals. There were no changes to ED 169.  

28. In addition, the Technical Committee considered whether new amendments exist that 

may affect the finalisation of ED 168 and ED 169. The IASB issued the Definition of 

Material (Amendments to IAS 11 and IAS 82) in October 2018. The amendments refine 

the definition of “material” and align the definition across the IFRS Standards and other 

publications. The revised definition is based on the definition of “material” in the IASB’s 

Conceptual Framework, which was believed to be much clearer than the wording in IAS 

1 and IAS 8. Amendments were also made to the Materiality Practice Statement for 

alignment.  

29. Since the Board considered the Materiality Practice Statement in developing the 

proposed Guideline, the impact of the refined definition on the proposed Guideline was 

considered. The Technical Committee agreed that the changes are substantial as they 

would affect not only the proposed Guideline, GRAP 1 and GRAP 3 but also the 

Conceptual Framework. As the Board has already agreed to follow the IPSASB’s lead 

regarding the review of the Conceptual Framework, the Technical Committee did not 

believe it is appropriate to recommend any changes to the Conceptual Framework at 

this time.  

30. It was noted that, if the amendments are considered now, it means that the Board should 

delay the publication of the proposed Guideline in order to allow for its re-exposure along 

with the revised definition. Consequently, the Technical Committee believes that 

finalising the proposed Guideline, as expected by stakeholders, should be prioritised as 

re-exposure will lengthen the Board’s due process.  

                                                
1 IAS 1 Presentation of Financial Statements  
2 IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors 
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31. The Technical Committee recommended that ED 168 should not be re-exposed, and 

that the changes to the definition should be considered in a separate project by the 

Board. The IPSASB agreed to undertake a review of the Conceptual Framework 

following the consultation on its Strategy and Work Plan 2019-2023.  

ACTIONS REQUESTED #5:  

The Board is requested to INDICATE whether it supports the proposal not to re-expose 

the proposed pronouncements?  

Application of the proposed Guideline 

32. Guidelines issued by the Board are intended to explain the application of the Standards 

of GRAP to a specific transaction or event. They do not establish any new principles or 

introduce any new disclosure requirements. Guidelines are also not authoritative. 

However, the Board may decide that they should be authoritative and form part of the 

GRAP Reporting Framework. The status of each Guideline is outlined in each document, 

and/or the relevant Directive. If authoritative and included in the GRAP Reporting 

Framework, it means that entities need to consider the Guidelines in preparation of their 

financial statements for a particular reporting period.  

33. For this Guideline, the Board has not yet considered the authority and which reporting 

period will be affected.  

34. The Technical Committee considered the status of the Guideline.  Members held mixed 

views and no agreement was reached. It was agreed that the Secretariat should present  

options for the Board to discuss. 

35. Before presenting possible options, it is important to have in mind the purpose of the 

project and its intended objectives. The purpose of the project was to provide guidance 

to preparers on how to apply materiality. Through the application of the Guideline, it was 

intended that:  

• There is increased debate and discussion about the role of materiality in the 

preparation of the financial statements.  

• Preparers change their behaviour regarding the application of materiality.  

• The quality of the financial statements is improved and clutter reduced.  

• Challenges related to the complexity of the Standards are minimised.  

36. The Technical Committee primarily debated two options – the Guideline should be 

authoritative or not. Some of the advantages and disadvantages of either option 

discussed by the Technical Committee are outlined in the table below.  

 

Option 1 – Authoritative Option 2 – Non-authoritative 

Entities will be required to implement 

processes to support the application of 

materiality.  

Allows practice to develop 
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Consistent application of principles to 

assess quantitative and qualitative 

materiality. 

 

Disclosure requirements could be 

introduced immediately.  

 

Awareness raising initiatives will be required 

to support implementation. 

Awareness raising initiatives will be required 

to ensure that entities are aware of the 

Guideline and actively promote its 

application.  

Inconsistent interpretation and application of 

principles in GRAP 3 for accounting policies 

developed for items deemed immaterial.  

Inconsistent interpretation and application of 

principles in GRAP 3 for accounting policies 

developed for items deemed immaterial. 

37. From the above analysis, the Secretariat notes that option 1 has more benefits than 

option 2. However, under both options there is a risk of application issues arising with 

regards to the application of GRAP 3, especially when particular accounting policies 

were developed previously for immaterial transactions. Option 2 has the benefit that it 

allows entities to “pilot” the Guideline, and for practice to develop. This may be needed 

given the level of judgement to be applied by preparers and the current level of skills 

which is low. However, achieving the project’s objectives (as outlined in paragraph 35) 

will be restricted to those entities that decide to apply the Guideline, and it would be 

challenging for the Board to introduce a disclosure requirement if the Guideline is not 

applied consistently by all entities.  

38. There may be two additional options to consider:  

Option 3 - Align its decision about the status of the Guideline with the proposal to require 

disclosures at a later date. This would mean that, in the interim, the Guideline is not 

authoritative so that practice can develop. The status would subsequently be revisited 

to align with option 1. The change in status could either be considered when the Board 

introduces the requirement to disclose materiality judgements in GRAP 1, or as a 

consequence of the project to review GRAP 3.  

Option 4 - Delay the issue of the guidance until the Board has finalised the review of 

GRAP 3. The disadvantage of this option is that there is an expectation from 

stakeholders for the Board to issue the guidance. 

39. Those members that were supportive of option 1 noted that it would be challenging for 

the Board enforce the application of the Guideline if it is not mandatory. They also 

observed that the development of the guidance was to address a gap in literature, and 

to respond to preparers’ request for the Board to develop guidance on how to apply 

materiality in financial statements. Consequently, excluding the proposed Guideline from 

the Reporting Framework may be seen as undermining the importance of the guidance. 

 

ACTIONS REQUESTED #6:  

The Board is requested to DEBATE the options presented and INDICATE which 

option(s) it supports. 
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Proposed effective date of the Amendments to GRAP 1 

40. In determining the effective date of amendments to Standards of GRAP, the policy on 

Approval of Effective Dates of Standards is applied.  

41. In accordance with the policy, the effective date of any amendments to Standards of 

GRAP should be determined once the final amendments and transitional provisions are 

approved by the Board. The policy also outlines the criteria for assessing who should 

determine the effective date, and the appropriate level of approval. Therefore, the 

Secretariat needs to assess whether the nature of the amendments requires that the 

Minister approves the effective date of the amendments, or whether the approval of the 

effective date of the amendments can be delegated to the Accountant-General.  

42. The Secretariat has analysed the amendments to GRAP 1, compared them to the 

existing requirements, and the impact on the level of approval assessed using the criteria 

outlined in Annexure A of this memorandum.  

43. Based on this analysis, the Technical Committee recommended that the Minister’s 

approval is not necessary, and that approval by the Accountant-General is appropriate. 

ACTIONS REQUESTED #7:  

The Board is requested to INDICATE whether it supports the analysis that the 

appropriate level of approval is the Accountant-General?  

44. In accordance with the Board’s policy, a submission should be made to the Accountant-

General regarding the amendments and their proposed effective date.  

45. The proposed effective date should take into account that the Board’s pronouncements 

should be in the public domain at least one year prior to becoming effective. The 

Technical Committee recommended that the proposed amendments should be effective 

for reporting periods commencing on or after 1 April 2020. The publication of the 

amendments is not dependent on the Board’s decision about the status of the Guideline.  

ACTIONS REQUESTED #8:  

The Board is requested to INDICATE whether it supports the proposed effective date of 

1 April 2020? 

NEXT STEPS  

46. If approved, the final pronouncements will be published on the website. The Secretariat 

believes that a communication strategy may need to be developed that considers how 

awareness can be raised following the publication of the Guideline.  

47. Since materiality is pervasive to the Standards of GRAP, and affects any new Standards 

of GRAP developed, the Secretariat proposes to add a short presentation as a standard 

feature in presentations undertaken during the year. This is one way in which awareness 

will be raised, and the Board’s objective to promote a different behaviour about 

materiality (and the Standards of GRAP) can be achieved.  

48. The Secretariat also considered that there are strong linkages between this project and 

the project on the application of Standards of GRAP by small entities, where more 

awareness will be raised about the proposed Guideline. 

49. The following initiatives may be considered: 
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Initiative  Activities 

Communication 

material 

Develop the Feedback Statement. 

Write articles and newsletters highlighting specific ideas from the proposed 

Guideline.  

Develop short material suitable for social media platforms. 

Record videos for YouTube. 

Outreach events 

Targeted consultations to promote the use of the proposed Guideline.   

Add short presentation to be a standing feature on 

presentations/consultations for other projects undertaken in 2019. 

ACTIONS REQUESTED #9:  

The Board is requested to NOTE the next steps.   
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 Annexure A: 

 

In accordance with the Board’s policy, the following criteria were used to assess the nature 

of the amendments and their impact on the level of approval required:  

 

Criteria Commentary 

User perspective  

Does the amendment affect key information 

available to users to assess accountability 

and make decisions? 

The amendments are intended to clarify 

materiality in the financial statements. For 

entities that did not understand or apply the 

principles in the Standards about materiality 

– the application of these amendments may 

result in less or limited information being 

available to the users so that only relevant 

and material information is included in the 

financial statements.  

 

Even though “less information” may be made 

available as a result of these amendments – 

the information being omitted is that which 

entities have assessed as being immaterial 

to its users of financial statements, and that 

information is not relevant to the users’ 

assessments of accountability and ability to 

make decisions.  

Preparer perspective  

Does the amendment result in a significant 

change in accounting policy, change in 

accounting estimate or enhancing the 

interpretation and understanding of a 

principle? 

The amendments will enhance the 

interpretation or understanding of principles 

in the Standards of GRAP about materiality. 

In particular, the Standards of GRAP apply 

to material transactions. If transactions are 

immaterial then entities are not required to 

apply the requirements in the Standards.  

 

This principle, if not properly applied 

previously, may result in changes to the 

application of some accounting policies. 

However, the overall impact will be positive 

– reducing clutter and improving the quality 

of reporting in the financial statements.  

Does the amendment require a significant 

change in systems? 

The amendments will enhance the 

interpretation or understanding of principles 
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in the Standards of GRAP about materiality 

and are not expected to require changes in 

systems. 

 

Does the amendment lead to a significantly 

increased level of skill or capacity required at 

entities? 

The amendments will enhance the 

interpretation or understanding of principles 

in the Standards of GRAP about materiality 

and will not lead to increased level of skill or 

capacity required at entities. 

Does the amendment significantly impact 

policies (e.g. budget policy, formats etc.)? 

The amendments affect the application of 

materiality for financial reporting purposes 

and will not affect policies.   

 


