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BACKGROUND AND PURPOSE  

1. At the September 2018 Technical Committee meeting, a member indicated that a 

Gazette was published in March 2018 indicating that the Community Education and 

Training Colleges (CET colleges) should apply Standards of GRAP in preparing their 

financial statements.  

2. The CET colleges are being assisted by a team of consultants contracted by SAICA to, 

among other activities, prepare accounting records and financial statements. The 

Secretariat engaged with the SAICA team in March 2018, but no mention was made 

about the impending adoption of Standards of GRAP. There was also no 

communication from the Department of Higher Education and Training (DHET) about 

the adoption of Standards of GRAP.  

3. Through engagement with the SAICA team in October 2018, it was established that 

another Gazette was published in August 2018 indicating that the CET colleges need to 

prepare financial statements from their establishment date, which is 1 April 2015. The 

financial statements should be prepared using Standards of GRAP.  

4. As the first set of audited financial statements for the period 1 April 2015 to 31 

December 2015 are required to be submitted to the DHET by 31 March 2019, there is 

an urgent need to decide whether transitional provisions should (or can) be provided by 

the ASB for the CET colleges.   

5. This memorandum outlines the key issues to consider in proposing transitional 

provisions for the CET colleges, as well as the Technical Committee’s 

recommendations.   
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DEVELOPMENT OF TRANSITIONAL PROVISIONS  

Limited time frame to develop transitional provisions 

6. The Gazette published in August 2018 indicates that the (audited) financial statements 

for CET colleges need to be prepared according to the following timetable:  

Reporting period Date of submission 

1 April 2015 to 31 December 2015 31 March 2019 

1 January 2016 to 31 December 2016 30 June 2019 

1 January 2017 to 31 December 2017 30 September 2019 

1 January 2018 to 31 December 2018 31 December 2019 

7. Thereafter, financial statements should be submitted by 1 July each year.  

8. As the audited financial statements need to be submitted to DHET by 31 March 2019, 

there is limited time available to prepare and consult on transitional provisions for the 

initial adoption of Standards of GRAP by the CET colleges. The time is particularly 

limited given that the Board needs to follow its due process when issuing any 

transitional provisions, which is done by issuing a Directive.  

9. Based on the timeline for the submission of financial statements prescribed by DHET, 

the Directive needs to be finalised as soon as possible. Based on the Board’s current 

schedule of meetings, it may be possible to complete the Directive by March 2019. This 

is however only possible if the public consultation period of 3 months is reduced.  

10. The standard consultation period of 3 months can be shortened if the Board deems 

appropriate. The public consultation period has been shortened in the past, for example, 

if the topic was not complex (e.g. Annexure to Directive 5), or the proposed 

pronouncement affected only a limited number of stakeholders (e.g. Directive 6 for 

SARS).  

11. Based on discussions with the SAICA team and DHET, the stakeholders interested in 

the transitional provisions of the colleges are likely to be (a) DHET (as user of the 

financial statements), (b) the college councils and management, (c) auditors of the 

colleges (which will initially be private audit firms), and (d) preparers of the financial 

statements (which for the most part will the SAICA team and SAICA members they 

have deployed at the colleges to act in CFO positions).  

12. The Secretariat is of the view that it may be appropriate to shorten the public 

consultation given the limited number of stakeholders affected by the Directive and 

because the topic is not complex. The public consultation period could end on 8 

February 2019, which allows entities a few weeks to consider the proposals (the impact 

of the December holiday period should also be kept in mind when considering the 

comment period).  

13. If a shortened consultation process is considered appropriate, the timeline for the 

project would be as follows:  
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 Exposure Draft Final pronouncement 

Governance Technical Committee Board Technical Committee Board 

Date 13 November 2018 29 November 2018 5 March 2019 27 March 2019 

Action Recommend ED to the 

Board for approval 

Approve ED for public 

consultation 

Analyse comments, 

review changes and 

recommend to the 

Board for approval 

Approve final 

Directive 

14. Based on the timetable above the Directive will be issued on 27 March 2019. This 

leaves little time for the Colleges and auditors to adjust the financial statements and 

audit report should the Directive be issued. The Secretariat has discussed this 

possibility with the SAICA team and DHET and they will put contingency measures in 

place to cater for the possibility that the Directive either will or will not be approved by 

this date. 

The need for transitional provisions 

15. Transitional provisions (a) outline how entities should initially adopt Standards of GRAP, 

e.g. retrospectively or prospectively, and/or (b) provide entities with relief where 

implementation issues are likely to arise, for example, a different basis of accounting 

was applied, lack of historical information, or substantial changes will be needed to 

systems, processes and resources.  

16. As the CET colleges were established in a specific way in legislation, guidance is 

needed on the initial accounting principles to be applied (see the basis for conclusions 

in the proposed Directive for more information about the establishment of the CET 

colleges).  

17. The CET colleges were formed by bringing together various learning centres (over 3 

000 in the various provinces) under the control of a central college. Since 1 April 2015, 

the budgets of the colleges have been administered either by the DHET or a TVET 

college in a province (or both). There is little record of the transactions prior to 1 April 

2015.  

18. Based on paragraph 16 and 17, there is a high need for transitional provisions. If 

transitional provisions are not provided: 

(a) the Secretariat and/or the Board are likely to receive queries on the initial 

accounting; and  

(b) the Board may be exposed to potential reputational risk as the Board may be seen 

as imposing unrealistic expectations on the colleges in terms of adoption (entities 

are often unaware that it is not the ASB that sets the reporting framework for higher 

education institutions).  

19. Precedent was also set by the Board when it issued Directive 10 outlining the 

transitional provisions for the adoption of Standards of GRAP by public TVET colleges.  
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Potential transitional provisions 

Starting point for the adoption of Standards of GRAP 

20. Based on the Gazette issued in March and August 2018, and through consultation with 

the SAICA team, DHET and the firms, the Secretariat is of the view that the Standards 

of GRAP should be adopted by CET colleges using GRAP 106 on Transfers of 

Functions by Entities Not Under Common Control as a starting point. This is because 

the CET colleges were established by:  

(a) Transferring the provincial function of adult learning to the National Department of 

Higher Education Training.  

(b) Merging the existing public adult learning centres (Centres) in each province and 

bringing them under the control of the CET college established and controlled by the 

DHET in each province.  

Transactions between provincial and national departments are deemed to be “not under 

common control”.  

Extent of relief 

21. The Secretariat considered the extent of the relief that could be provided, and whether 

this should relate only to the “opening balances”, i.e. the assets and liabilities that exist 

on the date of the transfer of functions, or whether this could be extended to 

transactions undertaken after 1 April 2015.  

22. GRAP 106 allows entities a period of two years (from acquisition date) to finalise the 

recognition and/or measurement of assets acquired or liabilities assumed in a transfer 

of functions. This means that GRAP 106 inherently provides some relief for the “opening 

balances” of the Colleges. The Secretariat discussed with the SAICA team what period 

of time they believe is necessary for determining the “opening balances”. As they were 

only appointed in March 2018, they have only begun working on identifying 

transactions, constructing accounting records etc. They indicated that they it will take 

about 2 years to complete the asset verification given the 3 000+ sites. They are also in 

the process of identifying and/or verifying the existence of any bank accounts held by 

the Centres. They indicated that they would need until 31 December 2021 to recognise 

and measure assets and liabilities that existed at 1 April 2015. Based on these 

discussions, the Secretariat has proposed in the Directive that the measurement period 

in GRAP 106 should be extended to 31 December 2021 rather than being limited to two 

years.  

23. The Secretariat considered whether relief could be provided for transactions undertaken 

after 1 April 2015. Two options were considered but considered inappropriate: 

(a) Provide relief for individual Standards of GRAP – Based on discussions with the 

SAICA team, relief would need to be provided for GRAP 2, GRAP 5, GRAP 9, 

GRAP 12, GRAP 13, GRAP 16, GRAP 17, GRAP 21, 23, 25, 26, 27, 31, and 104. 

Given the areas where relief is needed, the Colleges could produce financial 

statements that have very little information in them.  

(b) Provide Colleges with a period of time to adopt Standards of GRAP rather than 

exempt them from the requirements of individual Standards – Directive 6 for SARS 

allows the entity a period of time to adopt Standards of GRAP. SARS does not need 
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to produce financial statements during this adoption period. The Gazette published 

by the Minister of Higher Education and Training indicated that financial statements 

need to be prepared from 1 April 2015, and made a general statement that the 

financial statements must be prepared using Standards of GRAP. The Secretariat 

therefore did not believe that the Board could “exempt” entities from preparing 

financial statements (whether in accordance with Standards of GRAP or otherwise) 

given the prescripts of the Gazette.  

24. The relief provided in the proposed Directive therefore only relates to the “opening 

balances” on 1 April 2015 (or whatever the acquisition date is deemed to be in 

accordance with GRAP 106). 

Recommendations of the Technical Committee 

25. The Technical Committee supported the need for transitional provisions. They indicated 

that because the Gazette requires the application of Standards of GRAP, the Board 

should provide guidance to preparers. 

26. While understanding that there is a need for transitional provisions, the Technical 

Committee expressed reservations about the requirements of the Gazette. The 

reservations related to the following issues:  

 The short time in which to issue proposals and consult on them.  

 The precedent that may be set by issuing specific transitional for specific entities 

in such a short period of time. While a precedent was set by issuing the Directive 

for TVET colleges, there was sufficient engagement and consultation between 

the DHET and the Secretariat on the adoption of Standards of GRAP.  

 The retrospective application of Standards of GRAP from 1 April 2015, and the 

timeline in which to produce the financial statements from 2015 to 2018. In 

particular, that (a) the financial statements produced may have limited 

informational value to users given the availability of reliable historical data, and 

(b) the Colleges have little opportunity to improve the quality of the financial 

statements from one period to the next as they must all be submitted in 2019.  

 While the work that is being done to improve the reporting by these entities is 

acknowledged, the focus on past transactions rather than looking forward has 

resource implications for both preparers and auditors.  

 The proposal to provide relief for the “opening balances” until 31 December 2021 

means that the financial statements for the Colleges could essentially be 

incomplete for an extended period of time. The value of the information in the 

financial statements during this period is questionable. If the Gazette had not 

been issued, it may have been more appropriate and resource efficient to provide 

relief from the preparation of financial statements using Standards of GRAP for a 

period of time. 

 Discussions with the firms indicated that these audit engagements may be 

considered high risk, and that the audit firms may not be in a position to accept 

these audits.  
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27. The Technical Committee agreed with the Secretariat’s proposals regarding the 

starting point for the adoption of Standards of GRAP by the Colleges as well as the 

extent of the relief that can be provided within the prescripts of the Gazette.  

28. Based on the concerns raised by the Technical Committee, it was agreed that there 

should be a letter written by the Minister of Finance to the Minister of the Department 

of Higher Education and Training outlining the implications of the Gazette with a view 

to the Gazette being amended or repealed. The National Treasury would facilitate the 

communication between the Ministers.  

29. As part of a parallel process, the proposed Directive, as drafted by the Secretariat, 

should be issued as an Exposure Draft for comment.  

ACTION REQUESTED 

The Board is requested to: 

(a) NOTE and/or DISCUSS the issues outlined in the memorandum;  

(b) CONFIRM the recommendations of the Technical Committee or suggest 

alternative proposals; and 

(c) REVIEW the proposed Directive, and if considered appropriate, APPROVE it for 

issue as an Exposure Draft.   


