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PROJECT BRIEF FOR APPROVAL 

Name of project Review of Directive 12 and the Prefaces 

Project timeframe Commence in Quarter 4 2019 

Finalise in Quarter 2 2020 

Project manager T Tshoke 

Complexity of project The project is not complex as it affects a limited number of public 

entities. Consultations will be limited to those entities.   

Rating Urgency High Medium Low 

Impact High Medium Low 

Resources 

required 

High Medium Low 

PROJECT OVERVIEW 

Area of consideration Comment 

Project outcome  

Project objective This project consists of two parts: 

(a) The first part of the project is to assess the status of compliance by 

entities and to evaluate the effectiveness of the self-assessment 

criteria and guidance in the Directive.   

(b) The second part of the project is to assess whether the IPSASB’s 

revisions to its Preface to provide high-level characteristics of a 

public sector entity for which IPSASs are developed, should be 

included in the Prefaces, and whether a single Preface should be 

issued instead of three Prefaces.  

Key issues that need to be 

addressed as part of this project 

Scope of review  

The project is not a formal post-implementation review.  

Review of Directive 12 

The initial phase of the project involves communication with the 

representatives of the AGSA to assess the status of compliance by 

entities, and reasons for non-compliance. This will be followed by direct 

consultations with affected entities and their auditors to identify any 

issues with the application of the Directive. Consultations with the 

National Treasury and other entities with regulatory oversight of these 

entities will also be undertaken.   

Review of the Prefaces  

In 2015, the IPSASB issued amendments to IPSASs withdrawing the 
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definition of GBEs, and revised its Preface to provide high-level 

characteristics of public sector entities for which IPSASs are developed. 

This review will consider whether, or how these amendments by the 

IPSASB should be included in the Prefaces. In addition, the review will 

assess whether a single Preface should be issued to replace the existing 

three Prefaces for the Standards of GRAP, Interpretations of the 

Standards of GRAP and Directives. 

 Nature of output to be developed 

Review of Directive 12 

The initial output of the project will be a summary report to the Technical 

Committee and Board of the findings of the review of the Directive. It 

may not be appropriate to publish the summary report on the ASB’s 

website, however this will be confirmed on completion of the project. 

The findings will be used to decide whether any further work should be 

undertaken, for example if amendments or improvements are required to 

the Directive to address issues identified by entities and their auditors.  

Review of the Prefaces  

Any proposed amendments to the existing Prefaces will be presented to 

the Technical Committee and Board for review and approval. 

 Previous deliberations by the Board  

Review of Directive 12 

Since the publication of Directive 12, the Board noted the submission 

from SANRAL to the National Treasury, requesting an exemption to 

apply IFRS Standards instead of Standards of GRAP.  

Review of the Prefaces  

The Technical Committee and Board considered the analysis of the 

impact of the IPSASB's characteristics of public sector entities for which 

IPSASs weree developed in September 2015. The Board agreed to 

consider including these characteristics to its Preface once Directive 12 

is effective. 

 Guidance developed by the Secretariat in response to issues raised by 

stakeholders 

While practice has not yet fully developed, the following issues have 

been identified to date: 

 Entities early adopted the Directive and chose a reporting framework 

without undertaking the assessment required by the Directive.  

 Entities that previously applied IFRS Standards have continued to 
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apply IFRS Standards without undertaking the assessment.   

 The assessment is not done at the economic level in the case of a 

group of entities.  

 Some entities with publicly traded debt automatically apply IFRS 

Standards. 

 Directive 12 does not indicate that entities that adopt IFRS Standards 

need to apply the transitional provisions in IFRS 1 First Time 

Adoption of International Financial Reporting Standards. It was 

observed that entities that previously applied Statements of GAAP 

have adopted IFRS Standards with no consideration of IFRS 1. The 

firms have also indicated that the transitional relief for IFRS 9 

Financial Instruments and IFRS 15 Revenue from Contracts with 

Customers in IFRS 1 would only apply to entities that are already 

applying IFRS Standards. This means that the adoption of IFRS 9 

and IFRS 15 will be more onerous for some entities. 

 Entities registered with the National Credit Regulator assumed that 

they met the criteria for a financial institution even though they could 

not demonstrate that the granting of loans, credit or in undertaking 

other financial services represent the entity’s primary activity. 

 Entities did not undertake a holistic assessment over an extended 

period. As a result, some have concluded their assessments using 

only prior year or current year information.  

 In assessing whether government funding is significant or not, there 

is uncertainty as to whether only government grants or assistance 

received to fund an entity’s operating activities should be considered; 

or whether this should include funds received for both operating 

activities and capital projects. 

In response to some of these issues, the Secretariat developed a 

communique to clarify the application of the Directive. 

 Key issues to be considered 

The project should consider the following: 

Review of Directive 12 

 Have all entities that previously applied IFRS Standards or 

Statements of GAAP undertaken the self-assessment in accordance 

with the Directive? If not, what reasons were provided? 

 Were there any other issues that arose as a result of the application 

of the Directive, in particular the self-assessment criteria?  

 Whether changes are required to the definition of a financial 
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institution in the Directive following the establishment of the Financial 

Sector Conduct Authority that replaced the Financial Service Board 

on 1 April 2018? 

 Were there any audit-related issues relating to the Directive identified 

in the AGSA’s General Report, and/or through engagements with the 

auditors? 

 Whether any issues were raised by entities that have regulatory 

oversight over public entities affected by Directive 12? 

 Whether the JSE will consider the appropriateness of reporting 

frameworks in its Proactive Monitoring of Financial Statements?  

Review of the Prefaces  

 Whether or how the IPSASB’s characteristics of public sector entities 

for which IPSASs are developed should be included in the Prefaces? 

 Whether a single Preface should be issued to replace the existing 

three Prefaces? 

Environment 

Legislation or regulatory 

requirements affecting the project 

Public Finance Management Act, Act No. 1 of 1999, as amended. 

JSE Listings Requirements. 

Financial Sector Regulation Act No.9 of 2017  

National Credit Act, Act No. 34 of 2005. 

Existing accounting guidance in the 

Standards of GRAP, IPSASs or IFRSs 

The review will be based on the requirements in Directive 12.  

The Conceptual Framework for General Purpose Financial Reporting. 

Applicability of IPSASs issued by the IPSASB in 2015. 

IFRS 1 First Time Adoption of International Financial Reporting 

Standards.  

Practices in other countries Not applicable.   

Use of experts It is not anticipated that an expert will be necessary.  

Stakeholders 

Entities in the public sector affected 

by this project  

Public entities that previously applied IFRS Standards or Statements of 

GAAP.  

Key stakeholders to be consulted 

during the development of the 

project 

Review of Directive 12 

Stakeholder participation will include both preparers and users of these 

entities’ financial statements specifically those that were consulted when 

the Directive was developed: 



 
 

Attachment 9(f) 
 

5 

 

Preparers 

Public entities that previously applied IFRS Standards or Statements of 

GAAP. 

Consultants involved in the preparation of financial statements on behalf 

of these public entities.  

Auditors 

Audit firms (specifically technical divisions). 

A representative group of auditors from the AGSA (specifically ARD and 

product champions).  

Representatives of auditors and accountants 

Professional bodies including SAICA, CIGFARO, SAIPA and SAIGA.  

Users 

National Treasury (OAG)  

Provincial Treasuries. 

Entities with regulatory oversight over public entities affected by 

Directive 12. 

Review of Prefaces 

It is not anticipated that the amendments made to the Preface will not 

undergo a public consultation process.    

Key stakeholders to be consulted as 

part of the public consultation 

process 

No public consultation process is planned for the initial phase of the 

project.  

Linkages  

ASB projects None at present.   

IPSASB projects None at present.   

IASB projects None at present.   

Local reforms in public financial 

management 

None at present.   

Project plan 

Key milestones and timing See Annexure for roadmap.  
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Annexure – Road map for the project to review Directive 12 and the Prefaces 

Milestone Timing Stakeholder Linkages 

1. Commence the 

review and 

stakeholder 

consultations 

Q4 2019 Stakeholders identified above.  

2. Results of review 

and confirm next 

steps in the project 

Q2 2020 Present for internal review  

 Present to Technical Committee 

Present to Board 
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