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1. BACKGROUND AND PURPOSE  

In accordance with the policy on The Selection and Approval of Projects, the Board develops 

a work programme for a three year period based on feedback received from stakeholders 

during a public consultation process.  

The current work programme is for the period 1 April 2017 to 31 March 2020. To ensure that 

the Board is able to set targets each year for its Annual Performance Plan, the consultation 

on the next work programme is due to commence. The next work programme cycle will run 

from 1 April 2020 to 31 March 2023.  

The Secretariat has developed an Exposure Draft for the Technical Committee’s 

consideration (see attachment 5(b)). 

The memorandum outlines the significant features of the process followed by the Secretariat 

to develop the proposed Exposure Draft, along with the key issues requiring the Committee’s 

input.  

2. DEVELOPMENT OF EXPOSURE DRAFT AND KEY ISSUES  

2.1  Process for identifying projects and key proposals 

The section that follows provides background and context for the proposals in the Exposure 

Draft, as well as any key issues to consider. The projects identified for the work programme 

for 2021-2023 should respond directly to the Board’s strategic objectives. The proposals in 

the Exposure Draft are linked to the three standard-setting objectives, i.e.  

 Set Standards of GRAP 

 Promote the adoption of the Standards of GRAP 

 Monitor the application of the Standards of GRAP.   
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Objective - Set Standards of GRAP  

Local initiatives 

Process:   

 The Secretariat identified local initiatives based on feedback from 

stakeholders, results of reviews undertaken (post-implementation or 

desktop), decisions made by the Board on past projects, a review of the 

queries the Secretariat has responded to over the last year, issues 

discussed at the monthly Accounting Forum meetings, and reviews of the 

AGSA’s General Report on Audit Outcomes and the JSE’s Pro-Active 

Monitoring Report (it now also includes debt issuers who apply Standards 

of GRAP). 

 In developing this Exposure Draft, the Secretariat consulted with the ARD 

unit at the AGSA, and key officials at the National Treasury, which included 

the Local Government Budget Analysis Unit and the OAG.  

Proposals:  

 The Local Government Budget Analysis unit indicated that they would like 

more uniform reporting in the financial statements, in particular the 

statement of financial performance. This could align with a key proposal 

arising from the project undertaken last year to review presentation in the 

statement of financial performance. A recommendation from that project 

was that more work could be done to understand how/where certain types 

of revenue and expenses are reported, as well as if any measures of 

performance are commonly used by users of the financial statements. A 

preliminary review of the responses received by the IPSASB on its work 

plan consultation for 2019-2023 indicated some support for reviewing the 

statement of financial performance and considering the relevance of “other 

comprehensive income” in the public sector. Although the IPSASB is yet to 

decide whether any work is done on this topic, any work done locally would 

be a useful input into the international project if the IPSASB decides to do 

work on this area.  

 The MFMA unit at the OAG indicated a need to review the implementation 

of Standards, and in doing so, understanding the cost of implementing a 

Standard. They raised concerns about having made significant funding 

available for financial management reforms, yet poor audit results remain. 

They also indicated that the various reforms have resulted in a “bloated” 

budget, particularly related to the cost of employees in the treasury and 

finance functions. They believe that these resource implications of applying 

Standards should be considered when they are developed and/or 

implemented. This could be considered as part of the post-implementation 

review for the period.  

 At the June PAG Forum, PAGs requested guidance on the liquidation 

basis of accounting. A similar request was received by the Financial 

Reporting Technical Committee of the FRSC from the private sector. There 
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is no clear decision as yet whether guidance will be developed, but there 

may be opportunities to collaborate.  

 The JSE’s report provides detailed information about the accounting issues 

identified, whereas the AGSA’s report is too high level to identify specific 

issues. The JSE flagged presentation of information in the cash flow 

statement as a pervasive issue across equity and debt issuers. This issue 

is considered under the objective on monitoring the application of the 

Standards.  

 When the Board issued the proposed Guideline on The Application of 

Materiality in Financial Statements, the Board agreed to add a project to 

the work programme consultation on the potential review and/or 

amendment of GRAP 3 on Accounting Policies, Changes in Accounting 

Estimates and Errors.  

 Based on a review of the queries received and issues discussed at the 

Accounting Forum meetings, the Secretariat did not identify any specific 

areas where guidance is needed. A number of issues may however 

warrant a review. These are discussed in the proposals on monitoring the 

application of the Standards.  

Alignment with international standards 

Process:   

 The Secretariat reviewed the work plans of both the IPSASB and IASB to 

understand if any pronouncements have been issued where potential 

convergence may be appropriate.  

 The Secretariat also reviewed the IPSASB’s work plans to understand 

what projects it is currently undertaking and when they might be 

completed. The Secretariat focused on the current projects rather than the 

projects for 2019-2023. The new work programme of the IPSASB is yet to 

be finalised.  

Proposals:   

The Secretariat identified the following based on the issued pronouncements of 

the IPSASB and IASB:  

 IPSAS 40 on Public Sector Combinations – Potential revisions may be 

needed to the Standards of GRAP on transfers of functions and mergers. 

Added to the list of possible projects in Exposure Draft.  

 IPSAS 41 on Financial Instruments – Once the revisions to GRAP 104 

Financial Instruments are finalised, substantial convergence would be 

achieved.  

 IFRS 15 on Revenue from Contracts with Customers – This is a current 

project on the IPSASB’s work programme, and has been added as a 

possible project in the Exposure Draft.  

 IFRS 16 on Leases - Current project on the IPSASB’s work programme, 

and has been added as a possible project in the Exposure Draft.   
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 IFRS 17 on Insurance Contracts – Decision by IPSASB to not issue 

equivalent Standard. Consider whether needed for social benefit and other 

contracts or schemes that have the features of an insurance contract. 

Added discussion in Exposure Draft, but given complexity of issue, 

proposal to not do anything at present. Entities should continue to assess 

whether IFRS 17 should be applied based on Directive 5 on Determining 

the GRAP Reporting Framework.  

 IFRIC 22 on Foreign Currency Transactions and Advance Consideration – 

Proposal to issue separate Interpretation as this will ensure consistent 

application of GRAP 4 on The Effects of Changes in Foreign Exchange 

Rates.  

 IFRIC Interpretation® 23 on Uncertainty Over Income Tax Treatments. As 

entities in the public sector do not routinely pay income tax, there is no 

need to develop an equivalent Interpretation. Entities will be directed to 

apply the Interpretation through Directive 5.  

The list of projects being undertaken by the IPSASB is included in Table 1 in 

the Exposure Draft (page 15). Many of the projects will only be completed in 

late 2020 or 2021. It is not feasible to propose doing work locally on projects 

that are completed so late. As a result, the Secretariat believes that it is only 

feasible to do work on social benefits, leases, and parts of the revenue 

project.  

Objective – Promote the adoption of Standards of GRAP 

There are no specific proposals included under this objective.  

Stakeholders often indicate that the financial statements are not used because they are not 

well understood. There is a need to educate users on the role of the financial statements and 

what the various components and line items of the financial statements mean and how they 

can be used to hold entities accountable. A possible project to undertake under this objective 

is the development of educational material for users. The focus would be on producing a 

document(s) that explains the role of the financial statements, explains the linkages with the 

budget and performance information, what the various line items mean and how they can be 

used to make decisions in a simple, understandable format (Note: the idea is not to produce 

training material, but rather an informational type booklet that can be downloaded from the 

website).  

If a project of this nature is deemed useful, a project in one of the other areas would need to 

be replaced.   

Objective - Monitor application of Standards of GRAP 

Post-implementation reviews  

The Exposure Draft indicates that post-implementation reviews could be based on existing 

Standards, or those that will be implemented in 2019 or 2020. Some exceptions apply to the 

newly implemented Standards, i.e. those where a transitional period is allowed (GRAP 108 

on Statutory Receivables and GRAP 110 on Living and Non-living Resources). 
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Desk top reviews 

A similar process to that used to identify local initiatives was followed to identify if any clear 

issues emerged for which a desk top review may be required.  

There were no specific issues or Standards identified for review from consultation with the 

National Treasury and AGSA.  

From the JSE reports, it is clear that entities do not correctly treat certain transactions in the 

cash flow statements, nor do they appropriately present items as operating, investing or 

financing activities. As the JSE covers both equity and debt issuers, some of whom apply 

GRAP, it may be appropriate to undertake a review of compliance with GRAP 2 Cash Flow 

Statements.  

The Secretariat reviewed the issued raised at the Accounting Forum meetings and the log of 

queries the Secretariat has responded to over the last year to identify any potential issues. 

Many of the issues raised relate to Standards that will either be revised, have been revised, 

or will be reviewed, e.g. financial instruments, disclosures on employee benefits, application 

of standards on transactions of functions and mergers, disclosures on work-in-progress and 

repairs and maintenance (amendments made to GRAP 16 and GRAP 17), and Directive 12.  

Some issues have been raised through queries or the Accounting Forum about various 

aspects relating to GRAP 24 on Presentation of Budget Information in Financial Statements 

and GRAP 18 on Segment Reporting. The issues relate to when the Standards should be 

applied, and various disclosures that seem to not be provided in the financial statements. 

Based on this, the Secretariat believes that it may be appropriate to undertake a review of 

these Standards. GRAP 18 will also be implemented by municipalities in 2020/2021, so it 

may be an opportune time to review compliance.  

2.2  Number and mix of projects 

The Board should ensure that it undertakes a balance of projects which respond to 

stakeholder’s specific issues, maintains alignment with international standards, promotes the 

adoption of Standards, and monitors their application.  

In the last work programme, the Secretariat used an estimate of three projects per project 

manager per year to identify the number of projects it should undertake. This proved 

challenging, particularly given the number of large, complex projects the IPSASB undertook 

during the same period and will still undertake during the next work programme cycle. The 

IPSASB’s projects require a significant amount of the Secretariat’s time when either 

participating in a task force, or when consulting locally and responding to an Exposure Draft. 

For the 2021 to 2023 period, the Secretariat proposes having two projects per project 

manager per year to allow more time to consider the IPSASB’s proposals. This means that 

eighteen projects should be completed over the next work programme cycle.   

Feedback received from many stakeholders is that they cannot keep up with the pace of 

changes and new reforms, whether from the ASB or elsewhere. This needs to be considered 

in deciding where to focus the effort over the period 2021 to 2023. There are also a number 

of new Standards that need to be implemented during the 2021-2023 period. These are 

outlined in the Annexure to the Exposure Draft  

At present, the Secretariat proposes the following mix of new projects (approximately 

thirteen new projects):  
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Set Standards of GRAP 

 Three “local initiatives”. 

 One Improvements to the Standards of GRAP. 

 Four convergence projects, based on three IPSASs and one IFRIC.  

Promote the adoption of Standards of GRAP 

 Two projects (for Standards of GRAP developed based on IPSASs).  

Monitor the application of Standards of GRAP 

 One post-implementation review.  

 Two desktop reviews.  

The Board is already committed to complete six projects from the 2017-2020 work 

programme. These are included in the Annexure to the Exposure Draft. It should be noted 

that there is uncertainty about the actions/time needed to complete the projects on reporting 

of information to citizens and Standards of GRAP for small entities. Based on the current 

work programme, these projects run into 2020 with final proposals being made as a result of 

the research done. If however consultation is required on these proposals, then these 

projects will run into 2021. For the sake of prudence, it has been assumed that work will 

continue on these projects into 2021. However, if no further work is done in these areas, 

then the Board could take on between one and two additional projects.  

From the list of new projects, it is clear that the Board will take on approximately nineteen 

projects for the period, which is more than the target of eighteen (6 per year). It is unclear 

whether any changes will be needed to Directive 12 after the review in 2020. If changes are 

required, they are likely to be limited and focus on a particular audience. As a result, it may 

be appropriate to undertake one additional project for the period.  

The Annexure to the Exposure Draft provides a snapshot of the Board’s existing 

commitments, the Standards to be implemented over the period, and the possible timing of 

new projects.  

ACTIONS REQUESTED 

The Technical Committee is requested to: 

(a) Provide feedback on the following issues:  

 Whether the Committee agrees with the specific project proposals in the 

Exposure Draft for each of the strategic objectives? If not, to provide alternative 

proposals or direction.  

 Does the Technical Committee believe educational material should be developed 

for the users of the financial statements? If yes, in what area should a project be 

replaced?  

 Whether the balance of projects between the strategic objectives is appropriate?  

 Whether the number of projects is appropriate?  

(b) Review the proposed Exposure Draft, and if CONSIDERED appropriate, 

recommend the document to the Board for its approval.  
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NEXT STEPS 

The Board is set to consider the comments on the Exposure Draft and develop its work 

programme for 2021 to 2023 in Quarter 2 of 2019 (usually June). As a result, the Secretariat 

proposes a comment period of 28 February 2018.  

 


